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Rejecting Ram 

The BJP's espousal of 
communalism as a political 
device has partly misfired, at 
least in Utur Pradesh. Whereas 
the upper castes have clearly 
taken to Ram as a political 
device, the OBC/SC/MusUms 
continue to maintain an 
ecumenical attitude. 777 
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The logic of Narasimha Rao’s 
'middle path* in economic 
reforms is simple: While 
attention must be paid to 
maintaining the bRse of the 
social pyramid, th< middle and 
the top must not be hurt. 773 
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The values which inform the 
decision to build a huge 
technological project encompass 
not only scientific and technical 
issues but social and political 
factors which pose conflicting 
ethical questions. US 
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endowed with the power to 
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Appalling Neglect 

The lack of sttte support for 
Urdu education has not only led 
to a deterioration of educational 
standards but has devalued 
the language. 7IZ 

No Loss 

The Madhya Pradesh chief 
minister’s proposal to lower the 
height of the Sardar Sarovar dam 
will reduce power eventually 
available to the state, but wdll 
also reduce submergence 
area. 774 


Flashback 

If the resolutions of the Indian 
History Congress on Ayodhya had 
been taken seriously, the political 
climate in the country may 
well have' been different now. 774 


Export Orientation 

Child labour in the carpet industry 
is obviously becoming a concern 
for the government—because 
it affects exports of the 
product. 794 

Ckiunterproductive 

The policy of keeping exchange 
rates deliterately undervalued, 
may turn out to be 
counterproductive; because it not 
only fails to correct the external 
trade imbalance but affects 
industrial growth making the 
cost of necessary imports 
prohibitive. S19 









VETTERS TO EDITOR 


Kerala Pancliayati 

Raj Bill 

THE Kerala Panchayati Raj Bill that is 
Mng sent to a Select Committee this 
week, and is expected to be passed by the 
state l^slature by April 20, proposes in 
effect te centralise power in the hands of 
officials at the state level, instead of 
decentralising it among the people as has 
been intended alt along since''p3n<'hayati 
nti institutions were accepted in principle, 
more than three decades ago, as the foun¬ 
dation for political and economic decen¬ 
tralisation in India. This is an astonishing 
distortion, indeed travesty, of the ideals 
that have guided this country since 
Mahatma Gandhi began to lead the 
freedom movement. Ftecisely for that 
reason, the present effort in Kerala, under 
the auspices of a government led by the 
Congress Party, has to be countered and 
defeated by organising and mobilising 
public opinion within the state to the ex¬ 
tent possible in the next three weeks. 

The commissioner, proposed to be ap- 
pomted under the panchayati raj system 
should really have no powers b^nd 
scrutinising the technical aspects of the 
budgets presented by individual pan- 
chayats. Instead, under the proposed bill, 
he has not only powers to add and delete 
items from these budgets but is also 
authorised to intei vene in the day-to-day 
functioning of the panchayats The 
bureaucracy, represented in the proposed 
system by the commissioner at the state 
level and by deputy commissioners at the 
district level, has in effect crucial veto 
powers which, if icsorted to, can reduce 
panchayati ra) to a tragic comedy. 

Long before the Panchayati Raj Bill was 
framed, the state government had taken 
action to ensure that the requirements of 
effective panchayitti raj as an instrument 
of democratic government were adequa¬ 
tely examined and .studied in depth. This 
was in fact done in great pain.staking detail 
by no less a person than V Ramachandran, 
who was for many yeais the chief 
secretary to the state government. Rama¬ 
chandran continues to be associated with 
the state government as vice-chairman of 
the State Planning Board. It appears he 
has not been consulted in the preparation 
of the bill that is now being presented to 
the state legislature, as its provisions run 
counter to many of his earlier findings 
and recommendations Tliere are however 
other more comphnit members of the 
bureaucracy wilhi^. to fall in line with 
those in overall political i.ommand. 

There is provision m the proposed bill 
for removal of the pn'sident or vice- 
president of a panchayat a >d for debar¬ 
ring members ot pamhayat from con¬ 


testing in the elections for five years. This 
is bound to be used for purposes in gross 
violation of the principles of panchayat 
raj. Siibh powers should be vested with a 
permanent judicial commission, and not 
with aiqr political or bureaucratic body. 

Both political leaders and the bureau¬ 
cracy at the state levd have strong vested 
interests in retaining power in their own 
hands and in sharing them as little as 
possible with representatives of the people 
at the panchayat level. If their power and 
influence are not countered from the 
outset there will be in fact no effective 
decentralisation and no democracy at the 
grass roots. This is what the proposed bill 
tries to ensure 

It is therefore of the utmost importance 
that a major restructuring of the proposed 
bill is undertaken at the stage of the Select 
Committee that is now to consider it, as 
well as in the state legislature later through 
the combined efforts of enlightened 
members of the ruling party as well as 
members of the opposition. There is no 
time to be lost in making the general 
public also aware of what is at stake, to 
make sure that an environment is created 
in the stare that makes it impossible to 
make a caricature of democracy at the 
grass roots. This is the least we owe as a 
duty to Mahatma Gandhi today. 

Abu Abraham, Laurie Baker, 
A D Damodaran, K M George, 
P S George, Archbishop Mar 
Gregarios, I S Gulati, K P Kannan, 
T N Krishnan, Lakshmi N Menon, 

R V G Menon, S Jayachandran Nair, 

P G K Panikar, S Sharma, K N Raj, 
A P Udayabhanu 


PDS Reform 

I HAVE some comments (HI the article on 
PDS by Jos E Mooij (January IS). With 
a simple cakulatioD we can see that tar* 
getiog of PDS towards, HV, 6 cRMe needy 
families, giving every family a compaia* 
tively hi^ (Kenria-Ievel) monthly bmfit 
of Rs 40, cost 12 X 40 X 6 - Rs 2,880 
crore, which is about the same as the pre¬ 
sent outlays on PDS. If, in the light of 
structural adjustment progianunes, PDS 
is to be made really effective^ a monthly 
benefit of Rs 40 is still very small. 
However, it is about three timra as much 
as the present benefit, and it would cer¬ 
tainly lift a number of low-income 
families to the poverty line. 

Given the tight budgetary situation in 
India, taigeting is extremely necessary and 
effective: That is why it is strange that the 
author hails the situation in Kerala, where 
almost every family has access to jPDS, 
and where the ration card is usediis an 
identity card. That is an injustice (sub- 
sidising the rich) and a huge wiute of 
scarce resources, with which quite a few 
families, inside or outside Kerala, could 
reach the poverty line. 

If India wants to progress economkally, 
there is no alternative to taking unpopular 
measures. The government (at least the 
central government) has shown that it is 
not avoiding these kind of steps. That 
is why there is no reason to rule out 
the possibility of PDS reform, as the 
author does. 

Paul Teunissen 
Apeldoorn, The Netherlands 
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Inflation’s Return 

E very aspect virtually of the government’s economic 
management threatens to fuel price increases, parti¬ 
cularly prices of commodities of common consumption. 
Apart from the phenomenally large revenue and gross fiscal 
deEdts, theJ994-9S budget has opted for larger consumption 
»expenditure in preference to productive and capital expen- 
' dituie. The budget has done nothing to encourage saving; 
rather it has provided every stimulant to encourage con¬ 
sumption even as the disposable incomes of the relatively 
well-to-do have been augmented through tax reductions. 
Domestic saving and investment rates have declined in the 
three years from 1991-92 to 1993-94. Government polides are 
stoking liquidity growth at a time when productive invest¬ 
ment continues to be sluggish and when the institutional and 
instrumental channels for directing larger Hows of investible 
funds to agriculture and rural industries are choked. As a 
result, the growth of liquidity can only lead to build-up of 
speculative inventories of consumption goods. On the supply 
side; while there is growing availability of goods of middle 
.and upper class consumption, both domestically produced 
ftod imported, the prosp^s for goods of mass consumption 
hinge precariously on the country experiendng a seventh 
succesavc year of buoyant rainfall in l9iM-9S. The large food 
stocks with the public procurement agencies and the impres¬ 
sive level of foreign exchange reserves are not suffident 
safeguards against rise in the prices of essential consumer 
goods. Apart from the fact that the public agendes carry 
stocks of only rice and wheat, thdr operations have 
increasingly b<^n to be inflation-stimulating rather than 
inflation-containing. Overall, the hold of rich farmers and 
traders on rice and wheat marketing has tightened. 
Ministerial declarations of intent to effect large exports of 
rice and wheat have tended to push up prices of these major 
cereals in the open market. Besides, there are indications of 
, acreage and farm investment in the agriculturally-advanced 
‘‘states getting diverted from cereals and pulses. As it is, the 
budget for 1994-95 has 0 ven a clear signal of reduced public 
investment in agriculture. Finally, in industry, apart from 
increases in raw material costs, the high real interest burden 
and, in many cases, the fact that product prices have been 
sluggish for quite some time reduce the scope for further 
oontairunent of price increases, signs which are already visible 
in some basic industries. 

The current tmid of inflation has thus to be judged against 
some of these macro-economic developments. The over-the- 
year rise in the general index of wholesale prices (WPl), 
which had been running at a little over 7 per cent on the eve 
of the 1993 kharif season in October, has been creeping up 
since then and has, after some fluctuations, now touched 
9.9 per cent as on March 19. The 1993-94 financial year has 
so far experienced a 9.8 per cent riM in the WPl against a 
riiie of 7 per cent in the same period of 1992-93. And if final 
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and not the provisional ngure$. 4 )f the WPl are taken, the 
inflation rate should be weii above the double-digit level. 
Further, but for the recession in the basic and capital goods 
industries, many of which have as a result shown only small 
increases in prices—machinery and machine topis 1.1 per 
cent, automobiles 2.1 per cent and cement 0.8 per cent—or 
even absolute declines, the inflation rate would have touched 
the double-digit level quite some time back. Thus the rise 
in prices of many agriculture-based raw materials and basic 
consumption goods has been very sharp indeed. The WPl 
for fibres as a group shows a rise of 7S.8 per cent over the 
past year and, within the group, raw cotton prices have risen 
by 36.7 per cent, raw jute by 117 per cent and raw wool by 
57.4 per cent. And, despite the large food stocks, wheat prices 
have risen by 10.6 per cent and much larger increases have 
taken place in the case of bajra (35.2 per cent), maize 
(15.4 per cent) and barley (24.6 per cent); pulses as a group 
(36.2 pCT cent) and, among pulses, gram (65.9 per cent), arhar 
(20.1 per cent), moong ( 23.1 per cent) and urad (18.4 per 
cent); vegetables (39.3 per cent) and, among them, potatoes 
(59.2 per cent), onions (124.2 per cent), green peas (48.1 per 
cent) and cauliflower (12.3 per cent); coffee (30.3 per cent); 
the sugar, khandsari and gur group (28.3 per cent) and, 
within it, non-levy sugar (36.3 per cent), levy sugar (10.9 per 
cent), khandsari (31.3 per cent) and gur (34.5 percent): cotton 
textiles (9.9 per cent); and the electricity group (33 JZ per cent). 
No doubt some commodities like coconuts, condiments and 
spices, edible oils r.nd tea have experienced either more 
moderate increases or even some decline in prices, but the 
widespread nature of large price increases clearly suggests 
that the official series of consumer price indices grossly 
undetestimate the rise in consumer prices. The CPI for 
industrial workers (base: 1982 = 100) shows a rise of only 

8.2 per cent during April 1993-January 1994 compared to 

5.2 per cent in the previous year and that for agricultural 
labourers (July 1960-June 1961 = 100) shows a rise of 10.7 
per cmt during April 1993-January 1994 against 1.9 per cent 
in the same months of the previous year. 

While the government’s grossly inadequate supply 
management policies have contributed to the accelerating 
inflation, the vast increase in liquidity in the system in the 
face of slow economic growth and rapid growth of con¬ 
sumption expenditures at the government and household 
levels cannot but fuel inflationary expectations in the-new 
fiscal year and the situation could turn critical if agricultural 
production turns out to be less than satisfactory. Compared 
to the initial target of 12 per cent and the revised target of 
14 per cent for growth of broad money (M,) in 1993-94, 
actual monetary expansion so far (up to March 4) has been 
16.9 per cent and the year may well have ended with broad 
money growth of not less than 18.5 to 19 per cent. Even more 
damaging has been the 23 per cent rise in money 


‘ daring the period, against the inctease of 
only 3.7 per cent in the previous year. 
Constrained by the structural adjustment 
policies, the Reserve Bank has been 
lendered acutely short of monetary instru¬ 
ments to mup up or sterilise the liquidity 
growth arising from the rising foreign 
exchange accruals. As a result, the flood 
of liquidity has begun to play havoc in the 
financial system a.^ well aS in the stock and 
commodity markets. Short-term interest 
rates on market-related instruments like 
commercial paper (CP) have fallen to ex¬ 
ceptionally low levels. Because the 
demand for bank credit continues to be 
sluggish (non-food advances of scheduled 
commercial banks have expanded by a 
bare 4.4 per cent during IW3-94 so far 
compared to an increase of 19.2 per cent 
in the preceding year) the whole financial 
intermediation process has been severely 
distorted. The stage is truly set for inlla- 
tionary spiral with no hope concurrently 
of any improvement in employment and 
real incomes for the comman man. 

RESOURCE TRANSFER TO STATES 

Playing to the Gallery 

IT cannot go unnoticed that as against the 
total resource transfer to the states of 
Rs 53,817 crore in 1993-94 (revised esti¬ 
mates) the amount provided in the central 
budget for 1994-95 is only Rs 53,303 crore 
Obviously, resource transfer to the states, 
even in absolute amount, will be smaller 
by Rs 514 crore. But that is not the whole 
story. 

As a proportion of gros.s domestic pro¬ 
duct at current prices, centre-states 
resource transfer in 1993-94 would work 
out to 7.7 per cent. Assuming that growth 
in GDP in 1994-95 will be around 13 per 
cent without adjustment for the inflation 
factor, resource transfer to the states as 
provided in the budget will work out to 
6.7 per cent of GDP. This implies a decline 
in the states’ share by as much as 13 per 
cent. This decline, it is noteworthy, will 
take place in spite of the assumed increase 
of Rs 2,150 crore in the states’ statutory 
share of central tax revenues. Whether this 
increase will actually materialise is ques¬ 
tionable, based as it is on very shaky 
assumptions in regard to the realisation 
of revenues from the shareable taxes. 
These are the same taxes in respect of 
which the Finance minister has been most 
generous with concessions and rate 
reductions—some in the name of rationa¬ 
lisation, as in the excise duty regime, and 
others to meet commitments already 
made, as for corporate and personal 
income tax. Partly at least, the purpose 
of the Finance minister's optimism that the 
estimated loss in revenue entailed by his 
tax concessions and rate reductions will 
be made up by improved revenue realisa¬ 
tion must have bMn not to cause too 
much unease in the states, and that too 


in a ytar when a Finance Commission is 
working on its award. His optimism is also 
perhaps based very much on hopes of a 
recovery in industrial growth materialis¬ 
ing during 1994-95. Even assuming that 
the proj^ed tax revenues under the 
shareable tax heads are realised, the 
statutory transfers in this form will work 
out to a smaller proportion of GDP in 
1994-95 than in 1993-94. 

But the largest part of the decline in 
total resource transfers will be in central 
grants and loans to the states. Here it is 
well to remember the sharp decline in 
recent years in the amount the states have 
been getting by way of their share of small 
savings collections. Small savings and 
receipts from personal income tax have 
one thing in common—the small share of 
the centre in the collections, so that the 
centre has very little to lose from a decline 
in them. The cost of the centre's generosity 
in regard to personal income tax falls 
very largely on the states and still the 
.states have neither any say in decisions on 
these revenue sources nor any claim to 
compensation. 

The decline in resource transfer as 
between 1993-94 and 1994-95 is accounted 
for more by grants than loans and in¬ 
terestingly the decline is shared evenly 
between assistance towards central and 
centrally-sponsored schemes. So when the 
Finance minister claims to have increased 
the allocation for anti-poverty program¬ 
mes, he conveniently omits to mention 
that this is at the expense of other central 
and centrally-sponsored schemes—an ac¬ 
counting trick which helps him play to the 
gallery, even as overall resource transfer 
to the states, which the latter could use 
for the amelioration of the condition of 
the poor, is curtailed. 


CORPORATE TAXATION 

Gaping Holes 

THE Finance minister has always claimed 
the recommendations of the Cbelliah 
Committee to be the basis of his attemp¬ 
ted ’reform’ of the tax system. The signiH- 
cantly selective departures from the com¬ 
mittees recommendations in his actual tax 
proposals, therefore, deserve notice 
In the case of personal income tax, for 
instance the Chelliah Committee had 
desired that the tax should be based on 
the comprehensive income concept. Argu¬ 
ing that “structural adjustment should 
entail some serious adjustment in the life¬ 
style of the elite too”, the committee had 
recommended that tlw existing provisions 
for taxation of perquisites should be 
(ightraed and employers should be taxed 
on benefits extend to employees which 
remain untaxed in the latter's handi This 
was specifically recommended in the con¬ 
text of valuation of perquintes by wiqr of 


rent-free accommodation. {NUticulaily 
the metropolitan cities. 

But while personal income tax itt 
have been shsiirply reduced, the prindp 
of oomprehensiveness in the computing ( 
income has been scrupulously ignore 
What is more, there has been not a woi 
of explarution from the finance minist 
why he has chosen to depart firom U 
recommendations of the Chelliidi Con 
mittee in this fashion. 

The truncated implementation of tl 
Chelliah Committee's recommendations 
equally glaring in the case of cor^rai 
taxation. The committee had foieeRdl 
argued that an essential concomitant < 
the simplification of the tix system an 
reduction of tax rates was the ditniruttk) 
of all tax irwentives and concessions, wit 
very few exceptions. The committee ha 
listed some of the fiscal concessioru no 
available to the corporate sector; fc 
exmnple, (i) 100 per cent deduction c 
donations for rural development program 
mes and programmes of natural resourc 
conservation or even for any "project o 
scheme for promoting the social ani 
economic welfare or upliftment of th 
public”; (ii) deduction of 20 per cent o 
profits of newly-established industris 
undertakings for a period of eight yean 
(iii) a similar 20 per cent deduction fo 
newly-established small-scak industria 
undertakings; and (iv) deduction of 30 pe 
cent of corporate profits for a period o 
10 y«us af^ April 1991 for all newly se 
up industrial undertakings, hotels ara 
cold storage plants and ships. Added b 
these, there is the five-year tax holkhqr fo 
units in the backward eastern states in 
troduoed in the 1993-94 budget which ha 
been extended to cover backward district] 
of all states in the ISI94-95 budget. Beskte 
these; there is also the liberal tax treatment 
of entertainment and other such ecpensei 
which, it is well known, are used tt 
camouflage personal coruumption. 

The latest budget has introduced twe 
new provisions which will yield substan¬ 
tial tax saving for the corporate sector 
namely, reduction of the lotig-term capital 
gains tax rate from 40 per cent to 30 per 
cent and shortening of the hokling period 
for units of the UTI from 36 months to 
12 months to claim capital gairu tax rdkf. 
Export profits, of course, continue to be 
completely exempt from corporate taxa¬ 
tion, even as export profltabUity has been 
boosted by the depredation of the rupee 
and a number of the other export incen¬ 
tive schemes, such as spei^ import 
lioenoes, duty exemption and concessional 
credit, continue. The Chdliah Committee 
had, once again, pointed to the need for 
rethinking on these measures once the 
indirect tax system on domesticaUy pro¬ 
duced goods had been rationalised. 

The result has been that the incidence 
of corporate taxation has come down 
sharply over the yean. According to the 
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RBiVitMdy of comiHuiy fliiances, Hm ef* 
Acdvt tn mie (tax pravisimi to pront 
before tax ntio), came down from 39.2 
per cent in 1988-89 to 36 per cent in 
1989-90 and 32.4 per cent in 1990-91. For 
later years, the ICICI’s study of the 
private corporate sector, covering 620 
companies, shows that the effective tax 
rate came down from. 30.2 per coil in 

1991- 92 to 24.8 per cent in 1992-93. As 
many as 189 companies in the ICICI 
sample were in the zero-tax category in 

1992- 93 and their number was expected to 
shoot up because of the reduction in cor¬ 
porate tax rates combined with the conti¬ 
nuance of tax incentives and exemptions. 
It is no surprise; then, that corporate tax 
receipts as a percentage of COP have 
shown no increase at all; in fact they have 
come down from around 1.4 per cent in 
the early 1980s to around 1.3 per cent in 
recent years. 

If the corporate tax system is at all to 
be made more effective it is clear that, 
apart from pruning the multiple incentives 
and concessions and tightening tax treat¬ 
ment of certain types of expenses, it is 
absolutely necessary to introduce a 
minimum tax provision. The number of 
zero-tax paying companies is increasing 
alarmingly and a rough estimate suggests 
that if a minimum tax of 2S per cent were 
imposed on corporate profits, it would net 
hot less than Rs 2,500 crore, which is as 
much u one- fifth of the total current col¬ 
lection from corporate taxation. 


KASHMIR 

Wrong Elements 

A correspondent writes: 

THE performance of their PakisUni 
patrons at the Geneva UN Human Rights 
Commission conference has put the 
Hizbul and other pro-Psk militant outfiu 
in Kashmir in an awkward position. But 
they may continue to demonstrate their 
muscle power for some time with the help 
of a spurt of arms aid from Islamated 
which, to compensate for its frustration 
in Geneva, is likely to increase the flow 
of arms in the coming months. As a 
result, we nu^ soon see a few more killings 
in the valley—like that of thfc former 
assembly speaker. Wall Mohammad 
Ittoo—and threats of assassination 
directed against people like Farooq 
Abdullah. Such peevish gestures by the 
militants are a fall out from Pakistan’s 
humiliation in Geneva. 

But the fiasco over Kashmir in Geneva 
should open the eyes of those Kashmiri 
militants who had been seriously hoping 
to ‘liberate’ their homeland with the help 
of Pakistan.'No liberation war anywhere 
has ever succeeded through the efforts of 
mercenaries or sen^less terrorism—the 
two main features that mark the military 


strategy of many of the secessionist 
groups in Kashmir. The people of China, 
Vietnam and the African countries built 
up their own armies and fought wars to 
emancipate themselves from the yoke of 
oppression. If the Kashmiris feel that the 
Indian government is an alien oppressor 
thait is colonising them, their leaders so 
far have failed to give shape to that feeling 
in the form of an all-round movement for 
independence that could have compelled 
the world to recognise it as a genuine case 
of self-<tetermination. Instead, the increas¬ 
ing dependence on and identification with 
Pakistan has robbed the militants (even 
the pro-independence outfits like the 
JKLF) of the chance to convince world 
opinion of the validity of the Kashmiri 
cause Ikking advantage of their depen¬ 
dence on Pakistan, the Indian government 
has been able to convince a large number 
of states that the movement in Kashmir 
has no indigenous roots and is totally f^- 
inspired. It is this again that has helped 
the Indian government to persuade them 
to cold-shoulder the issue of violation of 
human rights by the Indian security forces 
in Kashmir—an issue on which New Delhi 
needed to be ticked off at the Geneva con¬ 
ference. But the failure of the Kashmiri 
groups to pose their case as an indepen¬ 
dent issue and their reliance instead on the 
Pikistani delegates (who were out to grind 
their old axe and settle old scores with 
India) at the Geneva conference deprived 
them of the opportunity to voice their 
genuine grievances at a world forum and 
seek sympathy for their cause. 

Meanwhile; in the valley, some of the 
militant groups have been frequently in¬ 
dulging in common crimes like abduction, 
rape, extortion of money, etc As hap¬ 
pened with the Khalistani secessionist 
movement in Punjab, once these elements 
from the anti-social underworld arc allow¬ 
ed to take over, it is easier for the police 
to penetrate the movement through these 
elements and finish it off. In Kashiftr, the 
militants’ exclusive stress on terrorist 
actions easily allows the underworld as 
well as mercenaries from Afghan, 
Pakistani and other terrorist outfits fund¬ 
ed by fundamentalist Islamic forces to 
enter the scene This is likely to alienate 
those outside Kashmir who may otherwise 
be sympathetic to the cause of self- 
determination of the Kashmiri people 


UNEMPLOYMENT 

Bias towards 
Underestimation 

AS is well known, unemployment in the 
developed countricii has been .at rather 
high levels. In all the five most developed 
countries, also referred to as the G-5, 
unemployment rates are currently higher 
than ever in the past three decades. 


However, talciifg tfi^ IbriliHd 
unemployment as sudi tlhere «e mg^! 
inter-country differences. At one end is 
Japan with an unemployment rate of 2.7 
per cent with the US following at a con¬ 
siderable distance with a rate of 6.4 per 
cent. At the other end are France and UK. 
with 12 per cent and 9.8 per cent 
respectively. 

These formal rates do not, however, 
represent the correct picture of the level 
of unemployment in these countries. Ti«y 
do not convey the full extent of the pro¬ 
blem of joblessness and the principal 
reason is. as ha.s been pointed out in a 
recent issue of the Amex Bank Review, the 
failure to take into account the number 
of what have come to be called ‘dis¬ 
couraged workers’. And this number, 
worked out on the basis of the procedure 
employed in two recent studies by the US 
Bureau of Labour Statistics, differs from 
country to country: “Many millions in the 
G-S countries would like to work but are 
not actively looking for jobs, believing 
their chances of finding employment are 
low. Ikking these 'discouraged workers’ 
into account transforms cross-country 
comparisons, nariowing the dispersion 
between major industrialised countries 
but also suggests that the real scale Of 
unemployment is much higheif 

The adjustment with respect to 'dis¬ 
couraged workers’ raises current un¬ 
employment rates for Japan and the US 
to 9.6 per cent and 9.3 per cent respeaive- 
ly and for France and UK to 13.7 per cent 
and 12.3 per cent respectively. Only for 
Germany is there no increase in the level 
of unemployment of 9.1 per cent. But this 
is not because the German figures take 
account of the phenomenon of ‘dis¬ 
couraged workers’, but because of lack of 
data on which to base an estimate of their 
numbers. The intcr-country differences 
are still there, but they are not as large as 
when ‘discouraged workers’ had not been 
taken into account. The adjustment re¬ 
quired for Japan, which is the largest, 
reflects a large drop in the labour force 
in times of slack employment, particularly 
in the female component of the labour 
force. 

It is evident from the above that even 
in the developed countries, estimates of 
the level of unemployment and changes 
in it over time can go haywire. No less im¬ 
portant I.S it to note that the bias is in¬ 
variably towards underestimation of 
unemployment and that too largely 
because of failure to take into account 
those who would like to work, but are not 
actively looking .’ .>r work, believing their 
chances of find ng employment to be low. 
Finance minister Manmohan Sin^ needs 
to allow for this possibility before making 
claims of employment growth simply on 
the strength of employment exchange 
registrations, as he did in his budget 
speech 
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Ilf- 

Good Neighbours 

Kttmaroopi writes: 

THE recent clarification by the Central 
Committee of the Kachin Independence 
Organisation (KIO) on the talks that the 
KIO has held with thf State l^w and 
Order Restoration Council (SLORC) 
regime in Burma confirms in its essentials 
what has been common knowledge for 
several months now. 

The clarification, in the form of a let¬ 
ter to the Far Eastern Economic Review 
(March 10) only points'out very minor in¬ 
accuracies of detail about the identity and 
rank of the personnel that look part in the 
talks without however disputing the 
material fact that such talks did take place 
There have been further reports that the 
regime is now preparing to hold talks with 
other insurgent groups in the Karen, Kayah 
and Mon states as well. Gen Bo Mya, the 
president of the Karen National Union 
(KNU), whose armed wing has been 
leading the oldest of the insurgencies in 
Burma, is believed to have expressed the 
readiness of his organisation to hold talks 
with the regime There have also been 
reports that the leaders of the Karenni 
National Progressive Party (KNPP) and 
the New Mon Sute Party (NMSP) have 
“begun talks with the central govern¬ 
ment”. According to another report in the 
Ftr Eastern Economic Revkw (January 27) 
the Mons were the first to-“strike a deal” 
with the regime in December last; the 
Karennis met the regime's representatives 
in early January; and, “about the some 
time'’, there was a meeting between 
“Gen Bo Mya and Lt Col Thein Swe, the 
Burmese defence attache in Bangkok”. 

These breakthroughs with oppositionist 
elements within the country appear to 
have been accompanied by similar im¬ 
provement of the regime’s image in foreign 
lands as well, though the regime has not 
softened its stand towards domestic 
democratic opinion and its moving 
symbol, Aung San Suu Kyi, now in the 
fifth year of her detention, Tliis develop¬ 
ment, especially the improvement of its 
relations with its immediate neighbours, 
is likely to adversely affect the ‘accom¬ 
modation’ which two of these neighbours, 
India and Thailand, have provided, albeit 
rather grudgingly, to political dissidents, 
in particular to the almost totally 
resourceless Burmese student activists. 

Though Thailand has a much larger 
number of these dissidents and is 
moreover the territory through which the 
older insurgencies and the po$t-l988 
resistance have access to their head¬ 
quarters within Burma, the country has 
also been able to exploit these very fac¬ 
tors and maintain on the whole amiable 
relations both with the regime and with 
the insurgent and resistance groups. 




China, the other impm^t big nd^bour. 
has from the beginning adopted a most 
‘pn^nutitf and chameteristit^y unsenti¬ 
mental approach and has fully con¬ 
solidated itself as an important economic 
force; a process considet^ly helped by the 
continued presence in Burma of a sub¬ 
stantial overseas Chinese population 
dominating business and trade. 

Such ’pragmatism’ was lacking in 
India’s immediate response to the army 
crackdown in Burma. However, in the last 
one year India has taken several initiatives 
to make up with the regime. The visit of 
the foreign secretary to Rangoon towards 
the end of March last year was preceded 
by a visit of the Indi^ ambassador in 
Burma to Ikmu and Moreh on the 
Burma-India border by road—a rather 
unusual initiative which attracted little 
notice—to study the problem of cross- 
border trade and related issues. The 
numerous official and political exchanges 
that followed culminated in the recent 
agreements signed during the Burmese 
deputy foreign minister’s visit to Delhi on 
border trade and on 'co-operation bet¬ 
ween respective border civilian authorities’ 
with a view to controlling insurgency and 
drug traffic, the two contributing to and 
thriving on each other, with considerable 
assistance from the very authorities em¬ 
powered to control them on both sides of 
the border. The fact that the union home 
secretary signed the MOU on behalf of 
India, in the presence of the minister of 
state for home affairs, is only one indica¬ 
tion of the essentially political content of 
the agreements, going well beyond mere 
cros.s-border trade and smuggling. 

Quite apart from the urgent need to 
control the insurgencies in the north-east, 
the breakthrough China has been able to 
make in its relations with Burma going fv 
beyond its already established economic 
dominance appears to have influenced 
these Indian initiatives. A FTl report from 
Beijing dated May 31 last year said, 
quoting Xinhua news agency, that China 
had opened a 93 kilometre stretch of a 
highway built in 1929 but for long in 
disrepair, “from Yiinan province to a 
Myanmarese port on the Irrawady river”, 
thus providing easy access to China to the 
Indian ocean via Myanmar (The Hindu, 
July 1.1993). 

There have been further reports since 
then of China helping Burma to upgrade 
its naval facilities at Sittwe in Arakan and 
at Bassein in the Irrawady delta, including 
the building of a new naval base at 
Hain^yi in the estuary of the Irrawady 
near Bassein and of a naval radar station 
on the Coco islands just north of the 
Andamans. Not to be left behind, India 
too has offered its help in improving the 
Tamu-Kalemyo-Kalewa road. 

With such competing pragmatisms at 
work, where does it leave the Burmese 
democratic opposition? 


TWENTY YEARS AGO 

EPW, April 6. 1974 

The new commandment, which sup¬ 
posedly wlO usher m socialism, is a pur¬ 
posive narrowing of the area of opoa- 
tiott of the public distribution system. 

It is a grMd design in which—now 
that the evidence is out—the govern¬ 
ment in New Delhi has been an active; 
enthusiastic partidpam. Snoe procure¬ 
ment has laned behind, and since it 
is nearly impossible to obtain grain 
from outside; the axe would fall on 
public distribution. The government 
might even quote the authority of the 
Agricultural Prices Commission in sup¬ 
port of this solution. Some hints have 
already been thrown by the union agri¬ 
culture minister as to the manner of 
curtailment of the public distribution 
system. The budget has lit the way to 
how, in the guise of furthering 
economic progress and social justice; 
the most regressive public policies could 
be made to pass muster. 

The re-ordering of public distribu¬ 
tion would conform to a familiar pat¬ 
tern. The government would start by 
shedding its responsibilities to supply 
fOodgrains to people in the countrytide 
and in the semi-rural fringes. Distribu¬ 
tion under official auspices vrould be 
concentrated in the areas covered by 
statutory rationing, certain urban 
pockets, and the industrial belts. When 
food is short, these are the areas which 
pose the greatest threat to law and 
order. The authorities propose to pur¬ 
chase peace by ensuring uninterrupted 
lines of supplies to such areas. Beyond 
this, the government’s liability would 
now be disowned. As for the unorganis¬ 
ed masses in the rural areas—compris¬ 
ing mostly landless labourers and small 
farmers—the authorities have given 
notice that they are washing their hands 
of them. 

The gross immorality implicit in the 
decision is passing almost unnoticed. 
This blatantly regressive decision has 
evoked only a feeble protest in parlia¬ 
ment and outside. Even were the 
goveriunent’s commitment to amelio¬ 
rate the condition of the weaker sec¬ 
tions not to be taken seriously, there re¬ 
mains the other fact—confirmed dra¬ 
matically by the results of the recent 
polls in Uttar Pradesh and Orissa—that 
the Congress Party’s grass, roots sup¬ 
port largely stems from the poorer 
people in the countryside and in the 
backward regions. The pretension till 
last year, that the urbaii, upper-class 
bias in the public distribution system 
was to be i^ressed through opening 
new fair-price outlets in rural areas, is 
now bring abaiKloned, aixi the poor are 
being ditched. They have fulfilled their 
duty, by and large, by voting for the 
Congress: the rest is going to be siieiKe. 
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IN THE CAPITAL MARKET 


Shaba Chemicals 

SHABA CHEMICALS, incorporated in 
December 1986, is engaged in the manu¬ 
facture of trimethoprim and tinidazole 
(both bulk drugs) since 1988. The com¬ 
pany now plans to expand its production 
capacity for trimethoprim from the exis¬ 
ting 36 mt to 236 mt per annum at a total 
cost of Rs 2.7 crore. To part finance the 
expansion project the company plans to 
enter the cental market with a public issue 
of equity shares at par aggregating Rs 2 
crore In addition to exporting trime- 
thc^rim through leading merchant ex¬ 
porters for the last three years the com¬ 
pany has also entered into a memorandum 
of understanding with Chemphar, Hong 
Kong for the export of 50 per cent of its 
output for the next three years. Thereixnt 
announcement of reduction of customs 
duty from 85 per cent to 65 per cent on 
the company’s major raw material is ex¬ 
pected to improve its profitability further. 

Neo Intex Mills 

Neo Intex Mills, a company incorporated 
in 1990 and engaged in the manufacture 
of cotton yarn, initially set up production 
facility with three OE machines (imported 
from Germany), one blow room line with 
10 cards and one draw frame. The facility 
was set up at a total cost of Rs 3 crore and 
was financed by the promoters and with 
term loans from banks. Commercial pro¬ 
duction commenced from March 1992. 
With the government’s decision to allow 
import of second-hand textile machines, 
the company now plans to undertake 
phase 11 of its project which envisages the 
installing five OE machines, one blow 
room line 16 cards, six draw frames, two 
carding machines and two draw frames. 
The second phase which is to cost Rs 4 
crore has already been partly completed 
and the last stage of installation of the 
balance machinery and utilities is expected 
to be completed by June 1994. lb part 
finance the project the company is enter¬ 
ing the capital market with a public issue 
of 30,00,000 equity shares of Rs 10 each 
at par. The issue will be lead managed by 
Integrated Advisory Services. 

Nagaijuna Jiyo Marines 

Nagarjuna Jiyo Marines was incorporated 
in May 1992 with the sole objective of set¬ 
ting up a shrimp processing facility com¬ 
prising processing halls, cold storage and 
freeners. The project is to be set up at 
Viav at a tout outlay of Rs 3.7 crore and 
is to be part financed through a public 


issue of 27,00,(X)0 equity shares of Rs 10 
each at par. The issue; which will open for 
subscription shortly, will be lead managed 
by Integrated Advisory Services, Madras. 
The company proposes to procure, grade, 
clean, process, pack, freeze and export 
high quality shrimps under the Indivirkal- 
ly Quick Frozen (IQF) process. In addi¬ 
tion to the natural advantage which India 
enjoys in the form of a long sea-coast with 
a tropical climate which is ideal for 
breeding shrimp, the government has 
already come out with an integrated 
aquaculture policy to ensure sufficient and 
regular supply of high quality shrimps. 

Pratappur Sugar 

Pratappur Sugar and Industries (PSIL), 
an existing sugar mill, is approaching the 
investors for the first time with 12 lakh 
ordinary shares of Rs 10 each at a 
premium of Rs 15 per share Out of this 
9.6 lakh shares are offered to the Indian 
public and the rest reserved for mutual 
funds and financial institutions. Unlike 
the several sick sugar mills in Uttar 
Pradesh, this is a profit-tnaking mill plan¬ 
ning to take over two sick mills in the state 
The average capacity utilisation of the mill 
is over l(X) per cent and the sale recorded 
for the year ended August 31, 1993 was 
Rs 21.32 crore on which it earned a net 
profit of Rs 77 lakh. It is planning to 
diversify into manufacture of chemicals 
(using molasses) and co-generation of 
power from bagasse. It is also planning 
to sell surplus power to the UP grid during 
the off season. The project is being 
financed by equity capital, share premium 
and internal accruals. The issue will open 
on April 5. 

Nepc-Micon 

NepC'Micon, a Madras-based company 
incorporated in 1989 and belonging to the 
Nepc group, is engaged in the manufac¬ 
ture of wind turbine generators and wind 
driven pumps. It reported a turnover of 
Rs 70 crore and a net profit of Rs 7.72 
crore in 1992-93. The company, a pioneer 
in the field of wind energy, is diversifying 
into private air-taxi business. It has plans 
to purchase five Fbkker F-27-500 aircraft 
and one King aircraft. The company will 
also procure two Boeing 737-200 and five 
other Fokkers on lease. The air-taxi 
project with a long-term working capital 
requirement is estimated to cost Rs 105 
crore and is to be entirely financed by a 
right-cum-public issue of 35 lakh FCD of 
Rs 300 each. The company is entering the 
capital market on April 6. Of the 35 lakh 
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zero interest FCDs, 16.20 lakh FCDs are 
being offered on rights basis (10 bonds for 
I(X) equity shares) and 12.11 lakh FCDs 
are being offered to the Indian public The 
FCDs will be converted into 10 equity 
shares of Rs lO’each at a premium of 
Rs 20 per share six months from the dale 
of allotment. The issue is lead managed 
by Indian Oveiseas Bank and BOl 
Finance. 


Sharat Sea Foods 

Shaiat Sea loods, incorporated in 1991 at 
Nellore in Andhra Pradesh, began as a- 
pilot project fot brackish water prawn 
culture in 10 hccures of water-spread 
using indigenous technology. The 
company has today expanded with an 
additional 40 hecures and also acquired 
about 200 hectares of land to take 
advantage of economies of scale The 
company has entered into a technical' 
collaboration agreement with High Won 
Fisheries Development Corporation of 
Taiwan, a global leader in aquaculture 
under which the collaborator will not only 
provide technical know-how but will also 
buy back 100 per cent of the company’s 
production. The company plans to tap the 
capital market on April 4 with a public 
issue aggregating Rs 10 crore. The issue 
is to part finance the company’s ongoing 
expansion programme which entails the 
establishment of a hatchery with an 
annual capacity of 200 million seeds, a 
feed mill with a capacity of 9,600 tpa and 
a processing plant capable of handling 
3,000 tpa. 


Dynachem Pharma 

Dynachein Pharmaceuticals is setting up 
a project to manufacture micro crystalline 
cellulose, an import substitute product 
which is to be manufactured from dry 
bagasse obtained from sugar mills. The 
project which is to have an installed 
capacity of 600 tpa is being set up at 
Ahmedabad in Gujarat at a total cost of 
Rs 11.8 crore. At present micro crystalline 
cellulose is being imported by all the well 
known domestic pharmaceutical com¬ 
panies. The project is in an advanced stage 
of completion and the company expects 
to commence ti lal production from July 
this year and commetcial production soon 
thereafter. To part finance the project the 
company plans to enter the capital market 
on April 21 with a public issue of 
8I,90,(X)0 equity shares of Rs 10 each 
at par. 
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CURRENT STATISTICS BPW Research FoaBdatloa 

exporu in ddUr ternu h»ve risen by 21.4 per ce« in 1993-94 (up to iMuary). imports have ceimined almost sUguat. Structurally there 
tt* (Imm of e*poi Is moving in favour of agriculture and raw material-based products and against manufactures and capital goods. In in^ioiU 
dMM aa Klaine shift towards capital goods. Inflation has begun to accelerate with prices of agricultural raw materials and commodities of 
common consumption galloping. Broad money, in particular reserve money, growth has also accelerated. Fueign exchange reserves have 
' touched 5 i4.4 billion __ ' . 

Macxoeconomic bidicators 

Weights Mar 12, __ Variation (Per Centt; POint-to-POint __ 

tadasNMnbenorWhfdcsalc 1994 Owr Over 12 Months Kscal Year .So Par 1992-93 1991-92 1990-91 1989-90 

Prices (1980-81=100) Month Latest ftevkws 1993-94 1992-93 


All Commodities 

100.0 


1.1 

9.4 

7.1 

9.4 

7.0 

7.0 

13.6 

12.1 

9.1 

Nmary Articles 

32.3 

257.4 

1.4 

10.2 

2.7- 

10.9 

3.6 

3.0 

15.3 

17.1 

6.4 

Pood Articles 

17.4 

281.8 

-0.1 

3.8 

6.0 

5.0 

6.5 

7.5 

20.9 

18.9 

2.1 

Non-Food Articles 

10.1 

272.7 

4.4 

22.0 

-3.5 

21.5 

-1.8 

-1.4 

8.1 

19.3 

13.4 

AmI, Power, Light and Lubricants 

10.7 

276.4 

0.4 

12.4 

15.1 

12.4 

15.1 

15.2 

13.2 

14.4 

6.3 

Manufactured Products 

57.0 

249.7 

1.1 

8.3 

8.2 

8.0 

7.6 

7.9 

12.6 

8.9 

11.1 

PoodAoducts 

10.1 

249.3 

0.8 

11.7 

5J 

11.1 

6.1 

6.8 

10.2 

13.2 

12.9 

Pood Index ^n^ted) 

27.5 

269.9 

0.2 

6,4 

5.8 

7.0 

6.4 

5.8 

17.2 

16.8 

5.7 



Latest 



Variation (Per Cent); Point-to-Point 



Coat of IJvliig ladlcca 

Month 

Over 

Over 12 Months Fiscal Year So Far 1992-93 

1991-92 1990-91 

1989-90 


Month 

Latest Previous 1993-94 1992-93 




Industrial Workers (1982=100) 

263‘ 

-0.4 

9.1 

5.7 8.2 

5.2 6.1 

13.9 

13.6 

6.6 

Urban Non-Man Emp (1984-85=100) 

220" 

0.9 

7.3 

9.6 7.3 

6.8 6.8 

13.6 

13.4 

8.0 

Agri Lab (luly 60 to June 61=100) 

1166* 

nil 

9.4 

5.0 10.7 

1.9 0.7 

21.9 

16.6 

1.0 


Mar 4. 



Variation (PtrCenO 




Moecy and BanUng (Rs crore) 

1994 

Over 

Fiscal Year So Far 

1992-93 

1991-92 


1990-91 


Month 

1993-94 

1992-93 






Money Supply (M3) 

428828 

6808 (1.6) 

62003 (16.9) 

46535 (14.7) 

45184(14.2) 

51653(19.4) 

35517(15.4) 

Cunency with the Public 

82402 

2083 (2.6) 

14129(20.7) 

7856 (12.9) 

7414 (12.4) 

80,50(15.2) 

6419 (13.8) 

Deposits with Banks 

343159 

3116 01.9) 

45920(15.4) 

38380(15.0) 

37152 (14.5) 

43392 ao.5) 

29252 (16.0) 

Net Bank Credit to Ciovt 

204632 

-1497 (-0.7) 

28394 (16.1) 

15947 (10.1) 

17826(11.3) 

18070(12.9) 

23569 (20.0) 

Bank Credit to CommI Sector 

234171 

1046 (0.4) 

14036 (6.4) 

29736(15.8) 

28380(15.1) 

16225 (9.4) 

21205(14.1) 

Net foreign exchange assets of the 








banking sector 

49690 

9224 (22.8) 

24738 (99.1) 

-1804 (-8.5) 

25014 (18.0) 

21205 (100.4) 

10581 (59.1) 

Reserve Money (Mar 4.94) 

136216 

5267 (4.0) 

25437 (23.0) 

3637 (3.7) 

11438 (11.5) 

11726(12.4) 

14577 (1.2) 

Net RBI Cr^it to Centre (Mar 4.94) 

99524 

-5416 (-5.2) 

3001(3.1) 

3755 (4.0) 

2175 (2.3) 

5904 (6.7) 

15864 (21.8) 

Schedtiled Commercial Banks (Mar 4.94) 







Deposits 

310515 

2709(0.1) 

41943 (15.6) 

36231 (15.7) 

37814 (16.4) 

38216 (19.8) 

25583 (15.3) 

Advances 

162842 

752 (0.5) 

10860(7.1) 

25007(19.9) 

26390(21.0) 

9291 (8.0) 

14848(14.6) 

Non-food advances 

151596 

401 (0.3) 

6.357 (4.4) 

23166 (19.2) 

145239(20.1) 

120922(8.2) 

111795(12.4) 

Investments 

131139 

2768 (2.2) 

25483 (24.2) 

14215(15.8) 

15460(17.1) 

15131 (20.2) 

10696 (16A) 


Index Numbers of Industrial Weights 

Nov Average for Fiscal Year So Far 


Variation (Per Cent): Fiscal Year Averanes 


Production (1980-81=100) 


1993 

1993-94 

1992-93 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 1986-87 

General Index 

100.0 

219.9 

211.1(1.9) 

207.2 (4.0) 

1.6 

-0.2 8.4 8.6 

8.7 

7.3 

9.1 

Mining and Quarrying 

11.5 

227.5 

208.3 (-4).2) 

208.7 (2.4) 

1.7 

0.4 4.5 6.3 

7.9 

3.8 

62 

Manufacturing 

77.1 

209.1 

201.1 (1.1) 

198.9 (4.2) 

0.9 

-1.8 9.1 0.6 

8.7 

7.9 

9.3 

Eleciriciiy 

11.4 

285.6 

281.8(7.4) 

262.3 (4.5) 

4.9 

8.5 7.8 10,8 

9.5 

7.7 

10.3 


Mar 31. 

Month 

Year 

Trough of Peak of. 


_End <rf Fiscal Year 



Capital Market 

1994 

Ago 

Ago 

1993 1993 

1992-93 1991-92 1990-91 

1989-90 

1988-89 1987-88 

BSE Sensitive Index 

3779 

3802 

2281 

2037 3455.0 

2281 

4285 1168 

781 

714 

398 

(1978-79=100) 

(65.7) 


(-46.8) 


(-46.8) 

(266.9) (49.6) 

(9^) 

(W.4) 


National Index 

1830 

1848 

1021 

934 1659.0 

1021 

1968 589 

421 

372 

211 

(1983-84^100) 

(79.2) 


(-48.1) 


(-48.1) 

(234.1) (39.9) 

(13.2) 

(M.3) 


Exlcnaal Sector 

Ian 

Cumulntive for Fiscal Year So Par 

1992-93 

1991-92 

1990-91 

1989-90 


1994 

1993-94 

1992-93 







Expocts: Rs crore 
USSmn 
Imposts: Rs crore 
US$ mn 

Balance of Trade: Rs crore 
USSmn 


6643 

55825 (33.2) 

41922(20.8) 

53351(21.1) 

44042 (35.3) 

32553(175) 

27681 (36.8) 

2109 

17790(21.4) 

14650(2.1) 

18421 (3.1) 

17866 (-15) 

18143 (9.1) 

16626(19.0) 

6172 

57649 (10.4) 

52206(355) 

62923(31.5) 

47851 (10.8) 

43193 (22.0) 

35416(23.4) 

1967 

18380(0.7) 

18250(14.6) 

21726(11.9) 

19411 (-19.4) 

24073 (13.2) 

21272(9.1) 

471 

-1824 

-10284 

-9572 

-3.8Q9 

-10,640 

-7,735 

142 

-590 

-3600 

-3,305 

-1,545 

-5.930 

-4,646 



Mat 18, 





Variation Over 




PnrslBi Kxctauige Reaervea 

1994 

Month 

Year 

Fiscal Year So Far 
1993-94 1992-93 

1992-93 1991-92 

1990-91 

1989-90 

1988-89 

Rs crore 

45178 

6886 

26613 

24982 

3754 


mgmm 



USSnia 

14392 

2153 

8500 

7940 

171 

731 3383 
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Forci^ Trade 











CoMMKidily Composition of 
Imports and Exports 

Auril-Novembcr 

1993-94 1992-93 

1992-93 

1991-92 

1990-91 

RsCr 

U,S $nui 

RsCr 

USSmn 

RsCr 

US $nin 

RsCr 

US $mn 

RsCV 

USSmn 

Imports 











Food and live animals chiefly 

899 

287 

1014 

356 

1843 

636 

804 

326 

917 

Sll 

for food 

(2.0) 

(2.0) 

(2.4) 

(2.4) 

(2.9) 

(2.9) 

(1.7) 

(1.7) 

(2.1) 

(2.1) 

Cashewnuts, raw 

206 

66 

246 

86 

360 

124 

267 

108 

134 

75 


(0.5) 

(0.5) 

(0.6) 

(0.6) 

(0.6) 

(0.6) 

(0.6) 

(0.6) 

(0.3) 

(0.3) 

Cnide materials, inedible oil 

2543 

811 

3651 

1281 

4420 

1526 

3268 

1326 

3363 

1874 

except ftiels 

(5.6) 

(5.6) 

(8.7) 

(8.7) 

(7.0) 

(7.0) 

(6.8) 

(6.8) 

(7.8) 

(7.8) 

Fertiliser, crude 

240 

77 

352 

123 

458 

158 

4.55 

185 

347 

193 


(0.5) 

(0.5) 

(0.8) 

(0.8) 

(0.7) 

(0.7) 

(1.0) 

(l.O) 

(0.8) 

(0.8) 

Mineral fuels, lubricants and 

13161 

4196 

11890 

4171 

18532 

6399 

14160 

5744 

11606 

6468 

related materials 

(29.2) 

(29.2) 

(28.4) 

(28.4) 

(29.5) 

a9..5) 

(29.6) 

(29.6) 

(26.9) 

(26.9) 

Petroleum crude 

12239 

3902 

10906 

3826 

171.53 

5922 

1.1123 

5323 

10816 

6028 


(27.2) 

(27.2) 

(26.1) 

(26.1) 

(27.3) 

(27.3) 

(27.4) 

(27.4) 

(25.0) 

(25.0) 

Animal and vegeuble oils. 

109 

35 

144 

51 

174 

60 

249 

101 

326 

182 

waxes and fats 

(0.2) 

(0.2) 

(0.3) 

(0.3) 

(0.3) 

(0.3) 

(0..5) 

(0.5) 

(0.8) 

(0.8) 

Chemicals and related products 

5741 

1831 

6571 

2305 

8862 

3060 

7526 

3053 

5447 

3036 


(12.7> 

(12.7) 

(15.7) 

(1.5.7) 

(14 1) 

(14.)) 

(15.7) 

(15.7) 

(12.6) 

(12.6) 

Fertiliser, manufactured 

1371 

420 

1636 

574 

2020 

697 

1591 

645 

1141 

636 


(2.9) 

(2.9) 

(3.9) 

(3.9) 

(.3.2) 

(3 2) 

(3.3) 

(3.3) 

(2.6) 

(2.6) 

Manufactured goods classified 

9182 

2928 

7998 

2805 

12349 

4264 

9193 

3729 

8638 

4814 

chiefly by material 

(20.4) 

(20.4) 

(I9.I) 

(19.1) 

(19.6) 

(19.6) 

(19.2) 

(19.2) 

(20.0) 

(20.0) 

Pearls, precious and 

5402 

1722 

4316 

1514 

701) 

2421 

4825 

1957 

.3/38 

2083 

semi-precious stones 

(12 0) 

(12.0) 

(10.4) 

(10 3) 

(11.1) 

(11 1) 

(10.1) 

(10.1) 

(8.7) 

(8.7) 

Iron and steel 

1365 

4^5 

1456 

511 

2092 

722 

1741 

706 

1892 

1054 


(3.0) 

(3.0) 

(3.5) 

(’•5) 

(3.3) 

(3.3) 

(3.6) 

(3.6) 

(4.4) 

(4.4) 

Capital goixls 

10676 

3404 

8410 

2950 

12926 

4463 

10432 

4232 

10465 

5832 


(23 7) 

(23.7) 

ao.i) 

(20 1) 

(20.5) 

(20.5) 

(21.8) 

(21.8) 

(24 2) 

(24.2) 

Others 

2764 

881 

2137 

750 

3814 

1351 

2220 

901 

2431 

1355 


(6.1) 

(6.)) 

(5.1) 

(5.1) 

(6.1) 

(6.1) 

(4 6) 

(4.6) 

(5.6) 

(5.6) 

Total 

45075 

14372 

41814 

14667 

52923 

21726 

47851 

19411 

43193 

24073 

Exports 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

Food and live animals chiefly 

6515 

2077 

4739 

1662 

7792 

2690 

686) 

2783 

4665 

2666 

for food 

(15.0) 

(15.0) 

(14.4) 

(14 4) 

(14.6) 

(14.6) 

(15.6) 

(15.6) 

(14.3) 

(14.3) 

lea 

723 

231 

623 

219 

973 

336 

1212 

492 

1070 

612 


(1.7) 

(1.7) 

(1.9) 

(1.9) 

(1.8) 

(1 8) 

(2 8) 

(2.8) 

(3.3) 

(3.3) 

Cashew kernels 

676 

216 

506 

177 

74.5 

257 

672 

272 

441 

252 


(1.6) 

(1.6) 

(1.5) 

(1 5) 

(1.4) 

(1 4) 

(1.5) 

(I..5) 

(1.4) 

(1.4) 

Beverages and tobacco 

96 

31 

84 

29 

158 

54 

102 

42 

70 

40 


(0.2) 

(0 2) 

(0.3) 

(0.t) 

(0.3) 

(0.3) 

(0.2) 

(0.2) 

(0 2) 

(0.2) 

Crude materials, inedible oil except 

2589 

826 

1556 

546 

2831 

978 

3022 

1226 

2926 

1672 

fuel 

(6.0) 

(6.0) 

(4.7) 

(4.7) 

(5.3) 

(5.3) 

(6.9) 

(6.9) 

(9.0) 

(9.0) 

Mineral fuels, lubricants and 

904 

288 

898 

315 

1379 

476 

1022 

415 

938 

5359 

related materials 

(2.1) 

(2.1) 

a.7) 

(2 7) 

(2.6) 

(2.6) 

(2.3) 

(2.3) 

(2.9) 

(2.9) 

Animal and vegetable oils. 

204 

65 

87 

31 

143 

49 

169 

69 

89 

51 

waxes and fats 

(0.5) 

(0.5) 

(0.3) 

(0.3) 

(0.3) 

(0.3) 

(0.4) 

(0.4) 

(0.3) 

(0.3) 

Chemicals and related products 

3585 

1143 

2655 

931 

4253 

1469 

4146 

1682 

2722 

1555 


(8.3) 

(8.3) 

(8.0) 

(8.0) 

(8.0) 

(8.0) 

(9.4) 

(9.4) 

(8.4) 

(8.4) 

Manufactured goods classified 

24395 

7779 

19026 

6674 

30516 

10536 

23540 

9549 

17085 

9764 

chiefly by material 

(56.2) 

(56.2) 

(57.7) 

(57.7) 

(57.2) 

(57.2) 

(53.4) 

(53.4) 

(52.5) 

(52.5) 

Leather and leather 

1758 

561 

1683 

590 

3693 

1275 

3127 

1269 

2.566 

1467 

manufactures 

(‘•■D 

(4.1) 

(5.1) 

(5.1) 

(6.9) 

(6.9) 

(7.1) 

(7.1) 

(7.9) 

(7.9) 

Oetns and jewellery 

7978 

2544 

5289 

1855 

8839 

3052 

6750 

2738 

5247 

2999 


(18.4) 

(18-») 

(16.0) 

(16.0) 

(16.6) 

(16.6) 

(15.3) 

(15.3) 

(16.1) 

(16.1) 

Cotton yam, fabrics. 

3070 

979 

2529 

887 

3929 

1356 

3203 

1299 

2100 

1200 

mnde-ups, etc 

, (7 «) 

(7.1) 

(7.7) 

(7.7) 

(7.4) 

(7.4) 

(7.3) 

(7.3) 

(6.5) 

(6.5) 

Capital goods 

3918 

1249 

3212 

1127 

4985 

1721 

40.54 

1645 

3087 

1764 


(9.0) 

(9.0) 

(9.7) 

(9.7) 

(9.3) 

(9.3) 

(92) 

(9.2) 

(9.5) 

(9.5) 

Others 

1199 

382 

741 

260 

1294 

447 

1125 

457 

971 

555 


(2.8) 

(2.8) 

(2.2) 

(2.2) 

(2.4) 

(2.4) 

(2.6) 

(2.6) 

(3.0) 

(3.0) 

Tout 

43405 

13840 

32997 

II574 

53351 

18421 

44042 

17865 

32553 

18604 

fFiguies in brackets are percentages 

(100.0) 
to total.) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


Nous: (1) Supenctipl nuimnl denotes month to which ligine relates, e g, superscript 7 stands for luty. (ii) Unless otherwise specified, figures in hrackeis 
are percentage variations over the comparable previous period/Year. 
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COMPANIES 


MORARjr-E GOCIJLDAS 

Poor Showing in Textiles 

INCORPORA rtl) in 1871, Moraijee 
Goculdas Spinning and Weaving Company 
(MOSWC), the llagship company of the 
Piramal group, ha.'i interests in textiles, tools 
and auto ancillaries and has several units in 
Bombay, Davangere and (ladag, AnkJeshwar 
and .Salara. 

For 1992-93, though net sales increased 
by 14 per cent over the previous year, low 
production coupled with higher operating 
expenses led to pressure on margins with 
operating profit showing a mere 1.7 percent 
rise. High interest charges despite lower 
rccour.se to tenn loans by the company and 
a sharp increase in depreciation charge fur 
ther aggravated the company's woes and 
despite a zero tax provision (for the third 
year in succession) the company suffered a 
47.5 per cent dipin net profits over 1991-92. 
The fall in term loans and the rights issue 
made to part finance the modernisation of 
thecompany's textile division Icil toa lower 
debt-equity ratio. Despite the drastic fall in 
net profit, the company maintained divi¬ 
dend at 20 per cent entailing a higher divi¬ 
dend outgo 

A weakening demand for textile products 
coupled with rising cotton prices led to a 
poor performance by the company’s textile 
division at Bombay. The turning around of 
the newly merged Davangere Colton Mills 
provided little consolation and production 
of cloth (sale of which constituted up to 
70 per cent of the ct>mpany ‘ s turnover) was 
stagnant at 762.4 lakh mtrs (761 lakii mtrs). 
Pfoduction of yarn (which contributed up to 
13 per cent of turnover) however was higher 
at 41.5 lakh kgs (33.6 lakh kgs). Sale of cloth 
rose to 774 lakh mtrs (725 lakh mtrs) while 
that of yam was higher at 43 lakh kgs (33.4 
lakhkgs) in 1992-93. The recessionary u-ends 
in the engineering and domestic automobile 
indastries also affected tlie performance of 
tlicse two divisions in 1992-93. 

For the current year 1993-94, the ccxnpany 
expects the completion of modernisation of 
the Bombay operations and installation of 
state-of-the-art machinery and the turning 
around of the Davangere and Gadag unit to 
contribute significantly to higher produc¬ 
tion and sales. Tlie reduction in import 
duties is also expected to improve the mar¬ 
gins of the tools and auto ancillary units of 
the company. The company entered into a 
technical collaboration agreement with Fico 
TraasparS A, .Spain—the well known Span¬ 
ish industrial giuup which specialises in 
automotive ancillaries—for tlie manufac¬ 
ture of wind-shield washer pump assembly. 


Production of this import sidiatitute product 
wasexpecledtoooauneiiceinJanttuy 1994. 
To prennote its products in the international 
market, provide on-the-spot services to the 
overseas custamers and identify new busi¬ 
ness c^)portunities, the company has set up 
a liaison t^fice at Stuttgart, O^any and 
plans to upgrade the office into a trading 
branch. 

For the six months ended December 1993 
MGSWC earned a net profit of Rs 8.6 crore 
on net sales of Rs 158 crore giving 
annualised earnings per share of Rs 11 for 
1993-94 on equity of Rs 15.6 crorc. 

J B CHEMICAl.^ 

Diversification 

A 15-year old company belonging to the 
Unique group, J fi (Chemicals has trans¬ 
formed its slack performance of 1991-92 to 
oneof buoyancy in 1992-93. While net sales 
rose by 12.3 per cent, comparatively lower 
increases in manufacturing expenses and 
remuneration to employees as also interest 
caused operating profit and gross i»t>fit to 
spurt by 9.2 per cent and 22.9 per cent, 
re$[sretivcly. And in spite of making higher 
provision for depreciation and taxation, profit 
after tax has gone up by 22.2 per cent. The 
burgeoning reserves have enabled the com¬ 
pany to issue bonus shares in theratioof 1:2. 

During the year, except for capsules and 
ampoules, pi^uciion of tablets, liquids 
and cartridges increased while that of bulk 
drugs remained more or less steady. Re¬ 
cently, the company widened its product 
range by adding the Nicardia range of drugs 
fw treaUnent of angina, hypertension, etc. 
Besides bulk drugs and tablets, JBChemi- 
cals also manufactures certain raw materi¬ 
als like glyokal which is a basic taw mate¬ 
rial for metronidazole, and other raw ma¬ 
terials for captive consumption like 
metronidazoicbenzoate and diclofenac 
dietby lamine salt which arc used for various 
pharmaceutical fixmulations. 

With a view to increasing its presence in 
the market, the company is setting up two 
formulations plants-one to manufacture 
liquids and oinunents at Panoli at an esti¬ 
mated cost of Rs 3 crore and the other to 
manufacture tablets and capsules at Daman 
atacostof Rs 1.5croce.Ilisalsoexpanding 
its metronidazole plant and diclofcilac so¬ 
dium plant at Aiikleshwar to increase ca¬ 
pacity. 

However, since most of the company’s 
products fall under the govenunent’s con- 
irolled-price list, with a view to offsetting 
any possible adverse imf^ications arising 


nmv » -«- — ... . A. ■ - 
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from the government'spoliciM ithM divar- 
tified into other pharmaceutical p w p a ta - 
tioDs. While an in-bouie R and D fa^ty haa 
been set i^ for manufacturing ayurwadk 
medkines, J B Cbemicala has imaalkd a 
plaitt for making soft gelatin cafMulea at 
Panoli in Gujarat. The company hu also 
acquired an agto-based fflanufactnrifig unit, 
McilDA Agio, w its subsidiary. M(!DA{iid- 
duces environment-friendly and non-taxic 
products like crop boostm and Deem-based 
crop protectors which an reportedly in me 
in only S per cent of the cultivated area. As 
such, there is agood untapped mariDetfortbe 
company's products. 

The company claims that its research and 
develcpmcnt woik has not onfy enabled it to 
bring its (^crationi on par with intecoa- 
tional standards, but has also brought about 
increase in productivity and better utilisation 
of energy. 

For the first half of the cuirent fmancial 
year, JB Chemicals bu reported 19 percent 
growth in sales at Rs 45.2 crore with profit 
after tax going up bv 46 par cent to Ra 4.9 
crore. 

DEEPAKNITOirn 

Upgrading Ifechnology 

Despite a 51 per cent inoease in net sales 
and zero tax provision, DeepakNitrite faded 
to prop up its [udFitabilify during 1992-93 
owing to steep rises in manufacturing ex¬ 
penses and interest burden. Profit afior tax 
declined by as much as 59 per cent and 
earning per share slipped to the single-digit 
figure of Rs 4.20 against Rs 10.30 posted 
last year. Exports posted a growth of 81 per 
cent, which was high, though lowertfaan that 
in 1991-92. The exports-to-sales ratio wu 
higher at 7.9 per cent compared with 6.6 per 
cent in the {mvious year. The increase in 
exports has been attributed primarily to 
increase in sales of its nitrite division. 

With the poformance of sJl the three 
divisions—nitrite, nitroaromatics and 
Sahay adii Dyestuffi and Gtemicals—improv¬ 
ing and particularly that of sodium nitrite/ 
nitrate inareasing by 12 per cent, the com¬ 
pany is pursuing its strategy dt improving 
competitiveness by adopting the latest tech¬ 
nology, revamping and debottlc-necking dd 
plants, excelling quality norms of products 
andkeepingcostsundercontrol.Ilis tiying 
to increase both domestic sales and exports 
of its nitroaromatics division by concentrat¬ 
ing on value added products. 

At the same time, the company’s leseaich 
and development centres located at Pune 
and Baroda are developingdownatreamprod- 
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Morarjee JB Chemical!! Deepak Shree Cement Maharashtra 

financial Indicators Goculdas __Mtrile___ Scooters_ 

March March March March March March March March March March 

1993 1992 1993 1992 1993 1992 1993 1992 1993 1992 


Inchmc/appropriations 

1 Net sales 

2 Value of production 

3 Total income 

4 Raw maierials/siotes and spares 
consumed 

5 Other manufacturing expenses 

6 Remuneration to employees 

7 Other expenses 

8 (derating profit 

9 Interest 

10 Gross profit 

11 Depreciation 

12 Profit before tax 

13 Tax provision 

14 Profit after tax 

15 Dividends 

16 Retained profit 
liabilities/assets 

17 Paid-up capital 

18 Reserves and surplus 

19 Long term loans 

20 Short term loans 

21 Of which bank boirowings 

22 Gross fixed assets 

23 Accumulated depreciation 

24 Inventories 

25 Total assets/liaUliiies 
Miscellaneous items 

26 Excise duty 

27 Gross value added 

28 Total foreign exchange income 

29 Total foreign exchange outgo 
Key financial and perfomutnee ratios 

30 liimovernUio (sales to total assets) (%) 

31 Sales to total net assets (%) 

32 Gross value added to gross fixed 
assets (%) 

33 Return on investment (gross profit 
to total assets) (%) 

34 Gross profit to sales (gross margin) (%) 

35 Operating profit to sales (%) 

36 Profit before tax to sales (%) 

37 Tax provision to profit before tax (%) 

38 Profit after tax to net worth 
(return on equity) (%) 

39 Dividend (%) 

40 Earning per shaie (Rs) 

41 Book value per share (Rs) 

42 P/E ratio (based on latest and 
corresponding last year’s price) 

43 Debt-equity ratio (adjusted for 
revaluation) (%) 

44 Short term bank borrowings to 
inventories (%) 

45 Sundry creditors to sundry debtors (%) 

46 Total remuneration to employees 
to gross value added (%) 

47 Total remuneration to employees 
to value of production (%) 

48 Gross fixed assets formation (%) 

49 Growth in inventories (%) 


26593 

23335 

6741 

6004 

7753 

26236 

25599 

6793 

6098 

8031 

26626 

25876 

6994 

6270 

8290 

12894 

13646 

2170 

1996 

3415 

2944 

2457 

2124 

1920 

1283 

4796 

4165 

416 

364 

fill 

2297 

1974 

1081 

990 

1429 

3695 

3634 

1203 

1000 

1552 

1772 

1549 

153 

144 

915 

2009 

2080 

1073 

873 

780 

956 

73 

161 

136 

556 

1053 

2007 

912 

737 

223 

0 

0 

295 

232 

0 

1053 

2007 

617 

505 

223 

281 

235 

121 

121 

107 

772 

1772 

496 

384 

116 

1562 

1188 

403 

403 

534 

9690 

4422 

2213 

1718 

3600 

3946 

4561 

559 

310 

4892 

4458 

7744 

620 

506 

1005 

3469 

6762 
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^'iiei^fi^ Mtroaromatics. Research on Uo- 
liechnological solutions for improvement in 
effluent quality have been successfully 
achieved Rt use in the dyestuffs division. 

During Ihi: first half of 1993-94, Deepak 
Nitrite has p('' tod sales of Rs 44.4 crorc with 
net profit of K.s 0 8 crorc 

SIlRlinCHMHNT 

Lower Profit 

The reduced offtake by government deparb 
menis which normally constitute 40 to 45 
per cent of total demand and the rising cost 
of critical inputs like coal, power, railway 
freight, etc, have adversely affected the 
performance of the cement manufacturing 
units in tlic country. Shrec (’ement (SCL) 
being noexception. 'Hie genera I recessionary 
tremls in the economy and tlie downward 
trend in cement prices put pressure on the 
company's margins. After a satisfactory 
performance in 1991 92 when total income 
increased by 7 per cent and net profit rose 
by 18.4 per cent, the ctmipany’s profit¬ 
ability fell drastically in 1992-93 with 
total income declining by 1.7 per cent and 
net profit by a phenomenal 72 per cent 
over the previous year, 'fhis was despite a 
4.4 per cent rise in cement produced from 
7,64,416 mt in 1991-92 to 7,98,064 mt in 
1992-93 ami a 7.3 per cent increase in sale 
from 7,52,7M mt to 8,07,4.50 mt. In addi¬ 
tion to a sharp rise in operating expenses, 
the interest charge was higher by 15.3 per 
cent and net profit margin fell from 13.6 
percent in 1991-92to3.'7pcrccntin 1992- 
93. Despite the fall in profitability and the 
rise in paid-up equity capital (following 
the issue of .36,00,000 equity shares of 
Rs 10each at a premium of Ks 25 per share 
to H.'r, UK, a subsidiary of F L Smidth 
and Co. Copenhagen. Denmark) the com¬ 
pany maintained the dividend rate at 12.5 
per cent. 

SCl/S R and D efforts have reportedly 
resulted in saving in fuel consumptiun. fur¬ 
ther improvement of quality of cement, 
improvement in kiln operations and better 
use of marginal grade limestone. The com¬ 
pany has received approval from llnancial 
instilutiniis for the merger of Slirce Leasing 
and Indusuial 1 inance Company. 'Die merger 
is expected to strengthen the business ac¬ 
tivities of the company. With the foreign 
and Indian tcchnic.il experts submitting their 
findings on the potentiality of increasing the 
cement plant capacity, the implementa¬ 
tion of the proposal for upgrading plant 
capacity is expected to commence in the 
current year. 

For the first half of the current year 
(1993-94) SCL’sprofitabiliiy seems tohave 
fallen further. While net .sales were margin¬ 
ally higher at Rs 71 9 core as against 


Rs 68.6 crorc in the conesponding period 
last year, net profit has fallen Rom Rs 4.7 
crore to Rs 3.4 crorc. 

MAHARASII IRA SCOafERS 

Steady Growth 

Maharashtra Scooters has been promoted 
jointly by Western Maharashtra Develop¬ 
ment Corporation (WMIX!), a wholly- 
owned company of the government of 
Maharashtra, and Ilajaj Auto. 'Die com¬ 
pany has technical collaboration agree¬ 
ments with Bajaj Auto for the manufac¬ 
ture of ‘I*riya’ and ‘Bajaj-Super’ range of 
scooters and also commenced manufac¬ 
ture of ‘Bajaj-Chetak’ scooters at its works 
inSatarain 1992-93.1'hecompany’s total 
income and operating profit have grown 
by a compounded rate of 14.8 percent and 
10.5 per cent annually, respectively, over 
the ia.st four years. It has declared three 
bonus issues in the last 11 years at regular 
intervals and 82.5 per cent of the paid-up 
equity constitutes bonus equity. The 
company's current book value stands at a 
hefty Rs 114. 

For the year 1992-93 while the company 
produced 1,01,048 scooters (96,265 scoot¬ 
ers), a rise of 5 per cent over the previous 
year, net sales rose by IS.8 per cent and 
operating profit increased by 10.2 percent 
over that in 1992-93. A sbarprisc in interest 
charges from Rs 7 Jakh in lWl-92 to Rs2.8 


ertmin 1992-93 led to a 1.2 per cent Min 
gross profit. A 1.2 par cent fdl in depreda¬ 
tion charge cou|4ed with a 5.1 percent lower 
tax provision enabled the company to post a 
2.9 per cent higher net profit for tte year. It 
has maintained dividend at 2S per cent and 
consistent with its policy in the past has 
retained up to 86perccntof profiteer tax. 
Despite tte rise in net profit, profitability 
hasfallenoverlhepreviousyear. Duringtlw 
year under review the company, which en¬ 
joys a veiy low debt-equity ratio, repaid its 
sbort-tetm loans completely. Further with 
the company depreciating up to S3.8 po' 
cent of its gross fixed assets by 1992-93, 
turnover ratio improved from 7S.8 percent 
to 82 per cent. ' 

In tandem with its efforts to inring down 
the consumption of power, fuel, oil and 
other energy sources, the company plans to 
introduce low temperature paint baking sys¬ 
tems. The effluent treatment |dant which 
was upgraded by installing a tertiary treat¬ 
ment plant for the treatment of water from 
secondary clarifier has reportedly resulted 
in savings in fresh water consumption as the 
treated water is recycled for processing op¬ 
erations. 

For the first half of the current year the 
two and three-wheeler segment of the auto¬ 
mobile industry has shown some improve¬ 
ment. The company’s net profit improved 
only marginally from Rs 6.1 crore in the 
corresponding period last year to Rs 6.2 
crore though net sales rose by over 20 per 
cent from Rs 63.8 crore to Rs 76.7 crore. 


MASTER IN 

INTERNATIONAL BUSINESS, 


TWO YEAR FULL TIME PROGRAMS 


PROGRAM; 

Iniernational Business Studies, 
O.A V.V, Indore announces 
TWO YR. FULL TIME PRO¬ 
GRAM in INTERNATIONAL 
BUSINESS commencing from 
July '94 The Program has been 
designed to meet the require¬ 
ments of Indian Business in the 
changing world environment and 
prepare candidates for the most 
rewarding career 

UNIQUENESS: 

Program emphasises on overall 
development of candidates and 
provides opportunities to deserv¬ 
ing candidates for ON-THE-JOB 
training with a stipend of 
Rs.1IM/-p.ffl. 


ELIGIBLITY: 

Graduates m anv discipline with afleast 
50% (45% lor SuST) aggregate marks. 
Students appeanng in FINAL YR exam 
are also eligible 

SELECTION: 

Procedure consists of Written, interview 
and G D. All India wntien exam will be con¬ 
ducted on ISth May *94 at Agra, 
Ahmedabad, Allahabad, Bangalore, 
Baroda, Bhopal, Bombay, (^Tcuna, OeHu. 
Gauhati, Hyderabad, Indora, Jabalpur, 
Jaipur, Lucknow, Madras, Nagpur, Pune, 
Patna, Raipur, Rewa, Sagar, Surat. 

HOW TO APPLY: 

Admission forms can be obtained from the 
main Branches of STATE BANK OF 
INDORE at above alias or directly from Ihei 
add. given below by sending a D.D. of 
Rs. iSOf- favouring Ce-ordnator, 
htamitional Buanasa, DA.V.V,, hdoia. 
Last date for receiving complete applica¬ 
tion form IS 28th Apnl 'M. The daptt. 
reserves the nght to cancel any tost centre. 
APPLY TO ;• DR S. MAHAUTI CO-ORONATOR INTERNATIONAL BU9NESR 
School of Economies. 0.A.V.V , RN.T. Marg Campus, lrxlora-4S2001 Fax-433615 
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COMMENTARY 


NEW DELHI 

Behind the PM’s ^Middle Path’ 

BM 


Narasimha Rao's talk of pursuing a ‘middle path’ in economic policies 
amounts really to assuring entrenched vested interests that the status quo 
will not be disturbed. 


A LARGER than life image of the prime 
minister has been sought to be built up by 
the media in recent months, especially 
after the assembly elections in the four 
northern states. Ihe results of the elec¬ 
tions were jurojected as the rehabilitation 
of the prime minister as a secular force 
and the confirmation of his commanding 
position in the Congress Party. The latest 
in this PR campaign is the attempt to 
invest Narasimha Rao with extraordinary 
philosophical wisdom. This discovery has 
been made especially during his frequent 
foreign excursions. His talk of a ‘middle 
path’ for India’s socio-economic develop¬ 
ment at Davos was supposed to have im¬ 
pressed the hard-boiled executives of 
transnational corporations. His Guildhall 
speech in London has been hailed as ‘bril¬ 
liant’ for his description of India’s eco¬ 
nomic reform programme as something 
akin to the building of a pyramid, “going 
up, little by little”. 

If Narasimha Rao started the talk of a 
middle path for India supposedly to assert 
the indigenous character of the economic 
reforms being implemented and to deny 
that the programme had been framed by 
foreign agencies and accepted by his gov¬ 
ernment the notion of the economic pyra¬ 
mid going up in India was applauded in 
London, especially by NRIs. “We don't 
want to distinguish between the top, middle 
^ and bottom” of the social pyramid in In¬ 
dia, the prime minister is reported to have 
declared to the delight of his listeners. 
Elaborating further, he said that the gov¬ 
ernment of India would take care of the 
bottom as no multinational corporation 
was going to do that; for the rest, the 
building of the pyramid was to be left to 
private initiative, Indian big industry to¬ 
gether with the multinational corporations. 
This was the pattern the government had 
accepted. Narasimha Rao was “sure” that 
things would work “because no one is 
going to be hurt” by this approach which 
was in tune with “our heritage”. 

What all this really added up to was an 
assertion on behalf of the entrenched vested 
interests in India and abroad of the merits 


of status quo. It is certainly not the first 
time that India’s social pyramid has been 
applauded even as efforts have been made 
to sustain it, especially when the demands 
and strivings of the deprived and exploited 
at the bottom for fair play and justice have 
tended to gain strength and rock the eco¬ 
nomic, social and political stability of the 
system. The anxiety of the political repre¬ 
sentatives of vested interests in such situ¬ 
ations is to try to paper over the cracks in 
the pyramid. While making i^peals for 
‘common sense* acceptance of the estab¬ 
lished economic and social order, they 
have to give some attention to the main¬ 
tenance of fhe base but without in any way 
hurting the middle and the top. llie eco¬ 
nomic policy of the government headed 
by Narasimha Rao is designed precisely 
for this purpose. But, in spite of much effort 
and skill and the foreign help that has been 
made available, the old cracks in the pyra¬ 
mid have become more and more visible 
and new ones have continuously appeared. 

The political-administrative set-up, 
therefore, increasingly has to resort to 
subterfuges, obfuscation and to penal 
measures to enforce law and order and 
stability. The rhetoric of the prime minis¬ 
ter in support of the ‘pyramid’ reflects this 
position. It also reflects the growing des¬ 
peration of the ruling elite since appeals to 
interested quarters abroad for a wider and 
stronger ‘safety net’ for the preservation 
of the pyramid have not evoked the kind of 
response hoped for. On the contrary, the 
terms and conditionalities attached by for¬ 
eign interests to their assistance, in the 
form of financial flows, capital invest¬ 
ment and technological inputs, especially 
by the multinational corporations, have 
become stiffer in the last two-and-half 
years. The latest in this direction is the 
demand for special treaties on a bilateral 
basis to guarantee the security of and high 
returns on foreign investment, in addition 
to the guarantees given and obligations 
accepted under multilateral arrangements 
as well as the deals agreed to with particu¬ 
lar foreign business firms and other in¬ 
vestment agencies. 


Ihe pyramid theory and the policy com¬ 
mitment not to distinguish between the 
top, middle and bottom and to preserve the 
pyramid without hurting any one even as 
the conflict of interests in the economic 
and social structure grow and sharpen are, 
therefore, important and significant. This 
goes way beyond even the discredited 
trickle-down theory of yore. The effort to 
keep intact the bottom for the growing top 
and the middle to rest on it without its 
cracking is bound to be difficult. Since the 
domestic base of those who have taken on 
this job is becoming narrow and fragile, 
they have to make efforts to find under¬ 
standing and suppeut from foreign quar¬ 
ters. The upshot is that in the course of 
implementation of the economic reforms 
programme the government has been 
pushed steadily into the neo-colonial 
mould. 

The visitof Robin Raphel has dramatised 
this position very well. The red carpet laid 
out, specifically on the directions of the 
prime minister, for her and the ‘frank’ 
talks she has had in New Delhi are signifi¬ 
cant. Noteworthy too is the way in which 
the media, by and large, could be managed 
to fall in line. Before Raphel’s visit the 
impression was, sought to be given that 
since the US administration had stepped 
up its pressure on India to fall in line on 
such sensitive issue as Kashmir and the 
NPT, the Indian response too had stiff¬ 
ened. But the anti-climax came as soon as 
Raphel landed in Delhi. 

Developments in India's economic poli¬ 
cies during the 80s, the full implications 
of which arc unfolding in the 9^s. are of 
great relevance in this context. The notion 
the ruling elite in India had begun to 
entertain in the 80$ was that, having 
achieved what began to be described as the 
mid-stage in its economic development, 
mass poverty notwithstanding, India 
should distance itself from the G7 and 
forge closer relations with the developed 
countries, the US above all. Tliird world 
solidarity and south-south co-operation 
ceased to be priority considerations in the 
government’s foreign policy. This was the 
starting point of what Narasimha Rao has 
characterised during his foreign trips as 
’ ‘reoricntal ion ’ ’ of India’s socio-economic 
development strategy. 

The flaunting of the banner of a me¬ 
dium-level developing country and the 
hankering after a regional power status 
have, however, not helped the search of 
the ruling elite for crumbs in the world 
order and to assert a position of eminence 
in south Asia, in particular with respect to 
Pakistan. The notion that once India goes 
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tbroagb tn economic reform programme 
as laid down foNt by 07. it will enjoy the 
benevolent political-strategic supptjit of 
the US and the 07 as a regirmal jx)wer has 
proved to be fanciful. 

The euphoria over the assembly elec¬ 
tion results will soon disappear, espe¬ 
cially in the face of mounting popular 
unrest and the efforts of the opposition 
parties tocapitaliscon it. 'Utc realignment 
of political forces now taking pl.icc in the 
country has been of a far-reaching nature 
and may well upset the designs of 07, in 
particular the US. India’s indeitendcht 
socio-economic dcvck'pmcnt and its for- 
cign p<dicy stances as originally conceived 
were closely interrelated. Its political in¬ 
tegrity and sovereignty cannot be safe¬ 
guarded if the path of self-reliant socio¬ 
economic development is not vigorously 
pursued. There is, of course, a thin upper 
crust of comprador business interests who 
are kec^lo partake gains of opening up the 


A NARROW chink seems to have been 
opened for a more rational resolution to 
the Sardar Sarovar controversy than was 
hitherto possible. The initiative of the 
Madhya Pradesh chief minister, Digvijay 
Singh, by asking for the lowering of the 
Sardar Sarovar Dam (SSD) height from 
455 ft by 19 ft to 436 ft opens up many 
possibilities. It ia important to note that by 
making such a demand, Madhya Pradesh 
has in fact opted for reduced power from 
the projec^ alqng with reduced submer¬ 
gence of its area, because the extra 19 ft 
have inoiti to do with power generation 
father than with water distribution. How- 
stvSHT, at will be argued here, the better 
^Ution would be to opt for a dam height 
Of under 400 ft, which will reduce the 
tHaplacement by about 80 per cent wliilc 
Onauriflg that there is no decrease in die 
stipulated water supply to Gujarat. 

As is well known, a Narmada Water 
Dit(Hites Tribunal had to be set up to 
resolve the inter-state dispute regarding 
water sharing from Narmada. In its award 
of 1979, the Tribunal allocated 9 million 
acre feet (MAP) of water to Gujarat, 0.5 
MAF to Rajasthan, 0.25 MAP to 


economy for exploitation by multinational 
corporations. Iftere are also hangers of 
these vested interests and cosmopolitan 
intellectuals who believe that since India 
has a large market for multinationals to 
sell to it will ultimately win some benevo¬ 
lence from the other side. These avid 
sellers of die Indian market have now 
gone gaga over ‘friends in high places’ in 
US-'the 22 American multinational cor¬ 
porations which have formed a so-called 
Indian Interest (latup. Narasimha Rao is a 
hero to such disoriented individuals and 
groups. It has, for instance, been sug¬ 
gested widely, that Kao directed the recep¬ 
tion of Raphel to lie warm because be had 
at last received or was likely soon to 
receive president riinton's personal invi¬ 
tation to visit Washington. Evidently he 
considers a visit to Washington to be re¬ 
ceived by Clinton as something so impor¬ 
tant that he would not do anything to 
jeopardise it. 


Maharashtra and making an allowance of 
a loss of 0.5 MAF due to evaporation, it 
recommended a dam height of 455 ft to 
make a total of 10.2.5 MAF of water avail¬ 
able from Sardar Sarovar. Ibis meant that 
as far as Sardar Sarovar is concerned, 
Madhya l^adcsh docs not get a single drop 
of water from the project, even though the 
submergence of its area is maximum; 193 
villages com pared to 19 villages in Gujarat 
and 33 in Maharashtra. 

How was the height of the dam fixed? 
First of all, on geographical and other 
considerations it was decided that the full 
supply level, or the height of the main 
canal in Gujarat would be 300 ft. Which 
implies that to feed this canal by gravity. 


the dam height mutt be fbove 300 ft. A 
minimum draw down level (MDDL) of 
307 ft implies that the dead storage of the 
reservoir must be 1.68 MAF. It waa nbo 
assumed, that for a 100-year life span of 
the reservoir, a provision of 0.3 MAF 
should be kept for siltation, on the baaiaof 
a siltation rate that has now been setiouily 
questioned. To deliver 9 MAF of water to 
Gujarat through the main canal, 1.39 MAF 
of live storage, over and above the deed 
and siltation storage was deemed neces¬ 
sary. It is the practice to keep provision for 
a carryover capacity in such reservoirs so 
that if there is a bad monsoon, there is a 
carried over volume of water from the 
previous year to compensate for the de¬ 
crease. Surprisingly, a fantastic carry-over 
capacity of 2.81 MAF was e^isaged for 
the reservoir, over and above,|hc previous 
provisions. All this adds up to a reservoir 
capacity of 6.18 MAF, with 4.2 MAF of 
live storage capacity, fev which a height of 
436 ft was found to be necessary. 

The extra 19ft were addcdpurely for the 
purposes of generation of electricity. The 
MDDL for the purpose of generating elec¬ 
tricity was fixed at 363 ft, thereby increas¬ 
ing the dead storage to 2.94 MAF. I'he live 
storage capacity was fixed at 4.73 MAF, 
requiring a heigbtof453 ft. Unbelievably, 
merely in order to look better, ibis figure 
was rounded up to 455 ft, without any 
thought that these extra 2 ft would mean 
a further submergence of 3,000 acres of 
land in MP, of which 1,000 acres is prime 
cultivated land. This therefore is the basis 
for the stipulated dam height of 455 ft. 

The only benefit offered to Madhya 
Pradesh from the project was power. 'The 
lU'ojcct includes a rivo' bed power house 
(RBni) with an installed capacity of 1,200 
MW, with declining generation, and a 250 
MW installed capacity canal bead power 
house (Cimi). Madliya i^adesh is to gel56 
per cent of the power genoutod from the 
project. It is significant that in his lettsr to 
the prime minister, tbe Madliya Rradesb 
chief minister, Digvijay Singh, while rec¬ 
ommending a height reduction to436ft.lM>t 
accepted to forego tbe share of power, tfart , 
will consequently be reduced. In any case, 
as the enorgy scientist Amulya RecUy has 
pointed out, thoe is very little sense in tte . 
power generation component of the SSP, the 
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Sardar Sarovar: Case for Lowering 
Dam Height 

Vinod KainH 

If lowering the height of the Sardar Sarovar dam will drastically bring 
down the area to be submerged and the number of people to be displaced, 
there is every reason to give the proposal serious and urgent 
consideration. 
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power bcaeflM an, to uqr tbe least, veiy 
duUous. Tbe finn powo- geitolrated by the 
river bed power bouse would reduce from 
401 MW in 2000 AD to nil by 2024 AD as 
the upper river projects are completed. All 
hat will be left by 2024 AD is 110 MW of 
firm power from the canal head power house 
with an option to run tbe river bed power 
bouse by using power from other sources to 
pump water to it from the Gurudeshwar 
Weir. Digvijay Singh’s cation for a height 
of436 ft would, therefore, seem to be justi¬ 
fied as the power component is very unat¬ 
tractive, as also because this height finds 
mention in the Tribunal Award for purposes 
of water sharing. 

Tbe critical factor in determining the 
height of 436 ft is the lavish carry-over 
capacity of 2.81 MAP, and for the 4SS ft 
height, the MDDl. of 363 ft. If the height 
reduction to436 be accepted as justified, the 
longer has any merit, 
^fbe crucial and determining factor for work¬ 
ing out a proper height, within the ambit of 
the Tribunal Award, would be to ensure 9 
MAP water to Gujarat. As should be clear 
from the foregoing arguments, such a flow 
will be ensured by a reservoir with a live 
storageof 1.39 MAP, with a component of 
carry-over capacity, and a MDDL above 
300 ft to ensure gravity flow in the main 
canal. These requirements arc more than 
adequately met by a dam height of 400 ft 
with a MDDL of 317 ft. Ihe live storage 
capacity of the reservoir created by such a 
dam would be 2.33 MAP ensuring an ad¬ 
equate carry-over capacity of nearly 1 MAP. 
The submergence would be reduced by more 
||ian half and if desired, it could still gener¬ 
ate power as the comparative table reveals. 

llie critical point to note from this com¬ 
parison is that without affecting the Tribu¬ 
nal Award's stipulation regarding Gujarat's 
share of water and with the willingness of 
the MP government to accept a lower share 
of generated power, the submergence is less 
than half. In terms of displacement, the 
factor would be many times less, for it must 
be noted that the above submergence in¬ 
cludes tbe normal river bed .submergence up 
to iiill river capacity. Though that data is not 
available to the author, one can easily see its 
influence on net displacement. l>et us as¬ 
sume that the river b^ submergence witb- 
t the dam is 10,000acres. This would give 
let submergence at 455 ft as 81,500 acres 
andat 400ft as31,532 acres, which is nearly 


Table 


Factor 

455 Feet 

400 Feet 

Submergence (acres) 

91,500 

41,523 

MDDL (ft) 

363 

317 

Live storage (MAF) 

4.73 

2.33 

RBFfl firm power 



(2,000 AD) (MW) 

401 

340 

RBPH firm power 

(2010 AD) (MW) 

167 

141 

RBPH firm power 

(2024 AD) 



CHPH firm power 

(20)0 AD) (MW) 

98 

49 

jfCHPH firm power 

(2024 AD) (MW) 

no 
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three times less. In terms of popul^on 
displacement, it may be up to M per dent 
less than what it would be at455 ft. Since the 
population to be displaced bythe455 ft dam 
is over 1,50,000 persons, this figure would 
reduce to around 30,000 persons, perhaps 
making the rehabilitation a possibility from 
the present impossible situation. One must 
however note with a great deal of anguish 
that even though the dLsplacemcnt would 
greatly reduce, tbe affected population would 
still be the tribals since their habitations are 
closest to the dam site. 

Other Factors 

The foregoing arguments are compelling 
enough to warrant a reduced height of400ft. 
TTieie arc however other contributory fac¬ 
tors which demand such a height reduction. 
At the time of giving its Award in 1979, the 
Tribunal a.ssumed that the Narmada river 
carried 28 M AF of water, 23 MAI' up to the 
proposed Narmada Sagar dam at Punasa in 
MP and 5 MAF between Narmada Sagar and 
Sardar Sarovar. The situation has consider¬ 
ably changed by now and much better data 
analysis now reveals that tbe water avail¬ 
ability till Punasa is 21.8 MAF and between 
Puna.sa and Sardar Sarovar a mere 1.2 MAF. 
This raises serious questions about the vi¬ 
ability of a reservoir with a live storage of 
4.73 MAF at a dam height of 455 ft at the 
Sardar Sarovar site. It might lead to a dam 
which only sometimes reaches its full ca¬ 
pacity. thus ensuring full displacement, but 
can deliver much less water, and particu¬ 
larly power, on a sustained basis. On the 
other hand the live storage of 2.33 MAF 
with a dam height of 40() ft would be ad¬ 
equately sustained at the reduced capacity 
of the river downstream from Punasa. 

I'he other important factor pe^ns to the 
quantum of displacement. It is an open 
secret that a proper survey of the population 
to Ire displaced is yet not available, in spite 
of many deadlines. However, it has gener¬ 
ally been assumed that submergence will 
occur in an area up to tbe heightof455ftor 
near about. However, a lesurvey available 
with the Narmada Valley Development 
Agency reveals that the backing-upcffect of 
water will result in a much higher level 
during monsoons, particularly in the tribu¬ 
taries, as you go further upstream. Which 
means that the submergence level is not a 
horizontal line at 455 ft but has a continu¬ 
ously higher elevation as you go upstream 
from the dam. For example, the submor- 
gence level thus worked out at Maheshwar 
upstream in MP is 494 ft! Which imdies 
tliat one other proposed benefit for MP of 
the SSP, the Maheshwar power generation 
plant, would actually be under monsoon 
submergence. But this also imfriks that the 
total di${daccd population would be much 
higher than exposed mscntly since the 
back-up effect would affect the entire sub¬ 
mergence zone. 'llKWgb the submergence 
map aviilable with the NVDA seems to 
have considered tliis fact, it cannot be be¬ 
lieved to be final. For exampk, this maj) 
assumes tbatonlytheoutskirtsofOharampuri 


town will be affected, but there Is a 
possibility that tlie entire town of 40,000 
population will need to be evacuated be¬ 
cause of monsoon submergence. The implica¬ 
tions of such an eventuality are stupendou.s. 

It is to be assumed that such an effect 
would operate for the 400 ft dam too, but 
these are the kind of details that would need 
careful analysis before arriving at the best 
pos.siblc height. To that exient 400 ft is an 
indicative height. A detailed review might, 
for example, find a height of 388 ft to lie 
adequate in terms of ensuring 9 MAF of 
water to Gujarat with minimum social, eco¬ 
nomic, environmental and human costs. 

There seems to be an adequate case to 
suggest that a national consensus must en¬ 
sure a comprehensive review and reformu¬ 
lation of the project now that a critical factor 
has entered the picture, namely, the rather 
bold initiative of the MP government to 
accept reduced power titan was originally 
envisaged. Since most of the parameters are 
interconnected, only a comprehensive re¬ 
view can work out the entire set of refOTmu- 
latcd design values and plans. 

.Since the issue involves the possible re¬ 
duction of submergence by a staggering 
amount, without decreasing tbe stipulated 
water to Gujarat, illogical and bureaucratic 
excuses of the type raised by the former 
chairman of the NVDA, Sharad Jain, re¬ 
cently, to stick to the original height need to 
be severely criticised, llie objection is not 
merely to his expertise—contrary to press 
reports he is a statistician rather than a water 
expert—it is more with such technically 
absurd assertions that if tbe water content in 
Narmada has gone down, then the dam 
height needs to be increased rather than 
decreased. With less water in the river, a 
higher dam would simply not fill up on a 
sustained basis. Gandhisagar dam on the 
Chambal is a classic example of such a 
miscalculation. Because of less water in 
Chambal than what the dam was designed 
for, the Gandhisagar reservoir has report¬ 
edly reached its full re.servoir level just once 
in its 24-ye.ir history! Similarly to assert 
that the reversible turbines have already 
been ordered from Japan is aclassic bureau¬ 
cratic outc^. If tbe river bed power station 
will deli v» reduced power only up to 2024 
AD but cause a tremendous amount of dis¬ 
placement, and when the main power ben¬ 
eficiary, Madhya Pradesh, is prepared to 
settle for reduc^ power, the order for such 
turbines should simply be cancelled, even if 
it means a certain amount of payment. New 
design parameters can and must be worked 
out and newmachinery ordered.^e gain in 
social, human and economic co^ by ^- 
duced submergence must counter any status 
quo arguments. There is an urgent need to 
bring in some reason and rationality in 
discussions about a project that is essen¬ 
tially in the sphere of science and technol¬ 
ogy, and its social impacts. And there are 
compelling technical reasons to suggest that 
Ihe review process must begin to the refor¬ 
mulation of the project, using the height of 
400 ft as, what we scientists say, the first 
approximation. 
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Use and Abuse of History 

Geetha Gan^adharan 

An attempt to ^el (he views oj some historians, recently gathered in 
Mysore for the annual session of the Indian History Congress, on, inter 
alia, the tdnise oJ history and historians in the Ayodhya dispute. 


Tllli S4ili session of the Indian History 
ronpress held at Mysore recently afforded 
an (>p|a>ilunity to ascertain the views of 
India's leading historians on (he Ayodhya 
issue. .Senior historians from different parts 
of ihc Country assennbicd here to discuss 
v.ii ions issues. The conference went on un¬ 
der a few broad themes such as Ancient 
India, Medieval India, MixlcrnIndia, Coun¬ 
tries Cither than India and Historical Ar¬ 
chaeology. Kpigraphy Numismatics and 
Archives. 

'I'hc occasion was utilised by this writer to 
get the reactions of historians to some other 
issues of compelling importance. Among 
these are the relevance of the discipline of 
history, abuse of history and historiaas in 
the Ayorlbya issue, textlxxik writing and the 
contribution of the Indian 1 listory t'ongress 
in these areas. 

All the liistorians with one voice declared 
that the contribution of the Indian History 
(.'ongress, since its inception, had been ‘plie- 
nt'menal’. Their contention was that if only 
the government bad taken note of their 
pleas, resolutions and predictions, the re¬ 
cent history of India would not have taken 
this liopcless turn. 

11 istory, .according to most participants, is 
a socially highly relevant discipline. It has 
the potential to act as a guide to the future. 
It will never be detrimental to the growth 
and devciojrmcnt of the nation. They felt 
that knowledge of histoiy is estsential be¬ 
cause we have to learn from our past mis¬ 
takes and work far a better future. 

R S .Sharma clarified it further, "Our 
problems cannot be solved by histoiy but it 
can throw light on the various dimensions of 
the problem.” MGS Narayanan asserted, 
"As long as you don’t believe in astrology 
for predicting the future of a society, the 
only way you can understand a society is by 
looking into its post history. But, history 
should not cloud our vision of the future.'' 

The participants emphatically stated that 
the Indian History Congress tries to promote 
‘objective’ or ’scientific’ history based on 
the use of sources, solid evidence, etc. 

Coming to the Ayodhya issue, the partici¬ 
pants were unanimous jn their view thathad 
the government heeded their resolutions on 
the issue, the history of India today would 
have been different. Way back in 1986 this 
premier organisation of professional histo¬ 
rians had resolved that Ayodhya should be 
declared a national monument. It is one of 
the last examples of Sherkey architecture, 
and a fine one at that. 'Hie IHC bad resolved 
that no worship of any kind should be al¬ 
lowed tlieie and the Archaeological Survey 
oflndia should maintain it. A.sked about the 
protection of historical monuments in gen¬ 
eral in the country, the secretary of the 


f^ongress, .Sreemaii, said 
It is unfoilunate that a country like ours 
which has such .1 long history and magnifi¬ 
cent heritage, does not have any National 
Trust as such to protect our monuments and 
a large nunibci of them are decaying and arc 
left to all sorts of vandalism. 'Ihc civic au¬ 
thorities have shown total callousness... I’hc 
so-called Babri Ma.sjld, I would .say, has been 
lost forever. No premise of the prime minis¬ 
ter is going to bring it back again. It is gone 
forever. Hi.stoiy would record it as such 
.Shircen Moosvi of Aligarh Muslim Univer¬ 
sity endorsed this viewpoint. 

'Hie historians asserted (hat we should 
really be concerned about our roots, but 
should not get obsessed with that. Wcshould 
try to understand it and the process of under¬ 
standing (he pa.s( is a continuous process. It 
is a never-ending quest for the discovery of 
oneself, tlic people, the society, the land, 
etc. It was emphatically stated that in the 
process of ‘understanding’ the past, we 
should never ‘invent’ the past. They reiter¬ 
ated that politicians in this country have 
tried to misuse histoty, distort and in fact 
mythify it for their short-term gains. These 
politicians artificially create the ‘masses’ 
who then f^occed to fight for their ‘causes’. 

Asked about the distortions in history 
wiili reference to Ayodhya, Jha of Delhi 
University had an interesting answer. He 
categorises these distortions into two groups, 
first is (he distortion practised by British 
historians who would tirelessly say that 
Indian society bad remained unchang^over 
a kmg period of time and Indians arc barbar¬ 
ians, etc. 'Hiis was motivated by a desire to 
perpetuate imperialism. He interpreted the 
available evidence purporting to show that 
Indians have remained backward. It was 
misinterpretation of the available informa¬ 
tion and facts to suit the British historians' 
convenience. But now wc have a more dan¬ 
gerous kind of distortion. The VHP has not 
only misinterpreted the available evidence, 
but also ‘manufactured’ some. While we 
can fight (he former distortion, the latter is 
impossible to fight because we do not have 
karsevaks at our command. About historians 
playing into tlic hands of politicians on the 
Ayodhya issue, the participants assatod that 
no historian worth his name had done so. 

Misuse of electronic media was another 
important issue that came up. Jha felt that 
the ’Ramayan' serial had communalised the 
Indian mind to a very large extent and that 
was why the DIP emerged strong in the 
H indi belt: ‘ ‘I myself personally and the IHC' 
both had protested against it right in 1987 
and we have been proved correct.” 

Coming to the textbook issue, this writer 
was told that the IHC has set up a committee 
for reviewing scliool textbooks. NCERT is 


also involved in that exercise. And the IHC 
has asked its executive committee memben 
to monitor their own respective state text¬ 
books. The Indian Histoiy Congress is also 
engaged at present in writing a comprehen¬ 
sive ‘Hi.'.lory of India’ and a few volumes 
have already come out. M (5 .S Narayanan 
asserted: 

India is nol a nation, it is an assemblage of 
nationalitie.s: each state has its own national 
identity. These regional politie.s should be 
allowed to grow into regional nationalities. 
'I'herc must be a genuinely federal constitu¬ 
tion for common purposes, as (hey have in 
liurope. In fact, this i.s a lesson of histoiy. 
India has never been under a single admin- 
i.stration except in the British period and it is 
an imperial tiadilion Whenahe British em¬ 
pire was disintegrating, we all expected that 
individual national groups will have their 
autonomy. On the other hand, we took a 
retrograde step. In the name of federalism, 
we have established a unitary constitution 
detrimental to the well -being ol the nation. It 
is responsible for all the conflicisand tension 
within the country today. 

Hence he is re-writing Indian history as a 
history of different nationalities. With mar¬ 
ginal exceptions, be fell, (hat all Indian 
histories h.ivc been imperial histories. 

Asked atxvut the rampant communalism 
in the country t»xl.iy, M Ci .S Narayanan had 
a very thought-pri>voking an.swcr: 

Wc ha ve to recognise comiimnulism as a fact 
of life in India today. We live a.s different 
communities. Marriage, diet and religionwise 
people have their different communal out¬ 
look. When they are li ving in communities, 
coimminalism is a natural expres.sionof their 
lives. You cannot deny that. How to modify 
that should be our concein. But the first step 
is to recognise communalism. 

Asked about the future of history, the 
historians were all optimistic. No doubt, 
difficult times are ahead for history as a 
discipline but it is only an interlude, the 
historians believe. The present turbulence 
has been created by a few disgruntled ele¬ 
ments. “We can go wrong only for a mo¬ 
ment; never too long.” Shireen Moosvi felt 
that the latest election results have proved 
this. As a part of the heritage of a composite 
culture, the Indian ethos is congenial for the 
growtlt of tolerance of ideas. Unanimously 
thcyasscrtedthatoursisaveryoIdcivilisaUon, ' 
not 100 or 200 years cdd. but many thousands 
of years old. “It has its own resilience”, they 
say. Thus, on the whole, Ute historians seemed 
to be hopeful about the future of the nation, 
despite the present turmoil. 

No doubt these historians and the Indian 
History Congress arc both doing yeoman 
service for our understanding of history in 
the right perspective. Yet somewhere as a 
nation wc seem to be going wrong, more 
often than not, in putting histoiy to right use. 
We now have several kinds of histories and 
hitherto unknown heroes have come into 
existence through textbooksin various states. 

Like any other creative force, history has 
enormous potential if used properly. But if 
misused, it can create havoc fcH* the social 
fabric of the mation. We already know the 
result of the misuse of history. 
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On Castdsm and Communalism 
in Uttar Pradesh 

G K Lleten 

Recent political developments in Uttar Pradesh have been characterised 
by two denunciatory concepts: casteism and communalism Preliminary 
results of an attitudinal survey in Jaunpur district show that class¬ 
conscious voting in itself may politically result in caste polarisation. The 
simple clmracterisation of this polarisation as casteist may function as a 
shorthand for the condemnation and denunciation of a social stirring by 
the exploitative classes. 


I^Ol JTICS in Uttar Pradesh has always been 
tagged on to simplistic explanatory models. 
Two concepts have been used to explain the 
developments which have taken place since 
the late 1980s and which culminated in the 
1993 state assembly elections: casteism and 
communalism. 

These issues have been taken care of as 
subsidiary points of interest in the course of 
a study of the panchayats and local democ¬ 
racy in three districts in the state. Some 
preliminary iindings of an attitudinal study 
arc presented here. They relate to the politi¬ 
cal manipulation of jati and religious de¬ 
nominations in the realm of politics. 

The study relates to' the noHhem area of 
Jaunpur district, 1 SO km south of Ayodhya. 
Ute ‘opinion poll’ was taken in the months 
preceding the November 1993 assembly 
elections. Apart from some factual informa¬ 
tion. opinions were solicited oir two ranges: 
the priorities of development and the caste/ 
religion imbroglio. For the opinion survey, 
a random selection was made of one-thirdof 
the panchayat members in one nyaya 
panchayat area in the Garwara assembly 
constituency, supplemented with a random 
selection of around 160 men and women in 
the villages of that area. Previously, in the 
monsoon and post-monsoon period of 1990, 
a comprehensive study of all panchayat 
members was conducted, 

Uie 1989 assembly elections in the area 
had been won by Janata Dal (32.6 per cent), 
very closely followed by Congress (32.3pcr 
cent), and then at a distance by the CIT (13.9 
percent) and by tbeBJP and BSP with around 
6 percenteacli. The figures are mirrored in the 
political allegiance of the panchayat members 
in 1990, Mdiich indiemes that the massive 
desertion of the Congress bad not yet begun, 
and that the political attraction and attractive¬ 
ness of the BJl* and. the BSP had not yet 
started. The contmunists were still a force to 
reckon with, but collapsing learfersbip left 
its mainlykurmiandyadavsupportersadrifr. 
The next elections (in 1991) started the 
churning process which led to an ignomini¬ 
ous collapse of the Congress, and the up¬ 
ward thrust of the B JP and the BSP. 


In the middle of 1993, when the study 
was conducted, party re-alignment was 
still in a flux. The rupture of the different 
incarnations of the Janata Dal (led by 
Mulayam Singh, V P Singh and Chandra¬ 
sekhar) had not been healed. Although the 
BSP had not yet made its mark in the area, 
it was clear that the new outfit, if in 
alliance with any of the Janata incarna¬ 
tions, was going to improve its clout con¬ 
siderably. More than half the sample at 
that stage had a distinct preference for tlie 
Janata Dal pariwar. In the elections a 
couple of months later (November 1993), 
the BSP attracted 36.9 per cent and V P 
Singh’s Janata Dal 17.3 per cent of the 
electorate. The fortunes of the Congress, 
as the gtaph indicatc.<>, had been plummet¬ 
ing, and would plummet further until the 
party could secure not more than 5.5 per 
cent of the votes in the assembly elections. 
The cx-Congress electorate had clearly 
shifted its allegiance: the poor people to¬ 
wards the Janata Dal and the BSP. the rich 
people towards the BIP. The data in Table 
1 illustrate this clas.s/c.astc divide. Tlicre 
appears to be a perfect shift of upper caste 
and upper-class votes from Congress to 
BJP in the run-up to the elections. 

Coming in the wake of the hindutva resur¬ 
gence, widely publicised by Hindu 
organisations and media reports, and just 
preceding the a.sscmbly elections, wfrich 
was predicted to In-ing into the open the anti¬ 
upper caste self-esteem of the lower castes, 
the purpose of the opinion survey was to 
gauge the undercurrent of secular versus 
religious and casteist sentiments. For this 
purpose, the respondents were invited to 
rale 10 statements in terms ranging from 
strong disapproval to strong approval. Simi¬ 
lar statements were present^ in different 
render!ngs, e g, in the positive elause later to 
be followed by the negative clause, so that 
the internal consistency could be checked. 

Of the 220respondents, only three forms 
had to be reject^ for internal inconsisten¬ 
cies, and six persons were unwilling or 
unable to rate the statements. This may 
lead us to the first important conclusion. 
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namely, thepresenceofave^l^illi'k^if^ 
ness and ideational commitment. 

Castb and CXass 

Uiere is no dearth of scholars, commenta¬ 
tors and journalists who prefer to see Indian 
society, and UP society and politics in par¬ 
ticular, in terms of caste. The 1993 election 
results has only reinforced that idea. To 
many secular observers, and to many pro¬ 
gressive political organisations, the results 
came as a shock in the sense that they 
indicated a ‘casteist’ reflex. The gratifying 
disenthronement of the BJP was marred by 
the emergence of a new sphynx, namely, 
casteism as repre.scnted by the BSP and its 
helmsman, Kanshi Ram. 

'fhe indictment of U P politics as casteist 
politics would have had .some validity if 
there was not a strong correlation between 
caste and class. If the correlation is strong, 
i e, if most SCs belong to the poorest 
households of agricultural lalxjurcrs, share¬ 
croppers and poor [Kasants, and if the 
brahmins and thakurs belong to the domi¬ 
nant households of rich peasants, traders, 
teachers, etc, then the inference of the 
voting pattern along caste lines may very 
well be that at stake is a class assertion 
rather than a caste assertion. 

The conglomerate cla.ss position, as rep¬ 
resented in Table 2 drives home the argu¬ 
ment forcefully: at both extremes in the 
caste hierarchy, the correlation with class 
is almo.st perfect. Whereas only one 
brahmin belongs to poctr households, prac¬ 
tically all very rich families are of upper 
caste vintage. On the other hand, with two 
exceptions, the .SC households can be clas¬ 
sified as cither p<3or or very ptwr. A wider 
sample would slightly blur the quasi-per¬ 
fect correlation, but would not substan¬ 
tially alter the correlation. 

Before proceeding further, weean there¬ 
fore at this stage formulate the hypothesis 
that class-conscious voting (class in its 
mainstream sociological meaning) will 
politically result in caste p<jlansaiion. The 
simple characterisation of this polarisation 
as casteist may function as a shorthand for 
the condemnation and denunciation of a 
social stirring which exploitative classes 
may wish to denigrate and tocrush. Hence 
the necessity to investigate whether the 
accusation of casteism holds. 

Casteism in p<jlitics rcx|uire.s people to 
stand for elections on the b.asis of articulated 
appeals to caste as a way of garnering votes. 

In this definitional sense, elections in UP 
may have gone the casteist way. The public 
utterances of Kanshi Ram do suggest that he is 
bent on organising particular castes in inxlcr to 
wrench power from parties which in his public 
view arc dominated by other castes. 

Caste is ostensibly brought in as a blud¬ 
geon against political adversaries. In the 
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reading of Kanslii Ram and bis $istcr-in- 
command, Mayawad, caste suppression is 
the work of allolhcr political patties. Janata 
Dal and tlic (jtmmunist Putties also arc 
‘Manuvadi’ piu'tic.s, i c, pailics and leaders 
responsible for continuing to iinpo.se the 
caste system as invented by Manu, the 
bralunin (.see Frontline, March 11, 1994; 
11). The refusal to go in for an alliance with 
the Janata Dal had to be defended because of 
its Manuvadi lineage and because of the 
thakur character of its main leader, forget¬ 
ting all the OBC-Harijan-Muslim leaders, 
and not because of its real motive: power. 
Kanshi Ram made this power enigma ex¬ 


plicit in an interview (Sunday, December 5, 
1993: 39): “I hate the JD and regard V P 
Singh as the greatest enemy of the dalits. 
In fact, even if it ciimc to a choice between 
the JD and the B JP, I would prefer the latter. 
If I had agreed to sucli a political pact, V P 
Singh would have been unnecessarily occu¬ 
pying the centrestage at this point.’' 

Ihc message of Kanshi Ram, in his osten¬ 
sible quest fur power, is clearly castcist and 
continues a trend which has emerged during 
the colonial period, and has had some tem¬ 
porary successes in a few number of states. 

Political casteism in addition, however. 
aLso requiKS the voters to collect behind 


parties and symbols on the basis of caste 
identirication, and in tiie belief tl)gt they 
have to ally themselves as members of (an 
alliance of) castes against other castes. It 
requires the electmate to symbolise and to 
comprehend the divisions in society in tenni 
of the caste order. Ihis apparently is not yet 
the case. 

Our-findings indeed belie the widespread 
opinion that the casteist thinking of the 
lower castes in Uttar Pradesh has ultimately 
come into the open. They do react nega¬ 
tively to the suggestion that politics should 
be ‘kaum’ politics or ‘vama’ pditics (see 
Statement 1). 

The score of ail SC respondents, on the 
scale from 1 (strongly disagtee)toS (strongly 
agree), shows an average of 1.7, ehich 
indicate that they generally strongly dis¬ 
agree with the position that political parties 
should be based on caste. 

Ihe score frequencies indeed do suggest 
that only a handful of SC and OBC respon¬ 
dents want politics to be based on caste: out 
of 51 SC respondents and 77 OBC respon¬ 
dents, only six persons (d each group agree 
or strongly agree mth the position that 
parties should become caste based. The 
logic of this occasional respondentis simple: 
since all other political parties were domi¬ 
nated by the upper castes and, solely or 
mainly, have bcCT looking after the interests 
of the very same upper castes, the lower 
castes have to start relying on their own 
organisations. Instances to shore the argu¬ 
ment do not derive from national politics, 
but from the local inbibitivc control by the 
upper castes. Even in the gram sabha where 
the brahmins and Uiakurs have only a scant 
miiKsrity. they manage to obstruct initia¬ 
tives taken by the panchayat. 

Empowerment of the hitherto poor and 
helpless requires the emergence of a new 
political formation. The new Messiah hap¬ 
pens to be Kanshi Ram. but anelectorai shift 
towards his party need not entail a casteist 
approach; of the 128 SCVOBC respondents, 
asmany as 1 Ibrejectcd casteist organisations 
in politics, most of them categorically. It is 
interesting to note that by and large similar 
scores arc obtained if the socio-economic 
position is used as the denominator; the 
score is 1.8 for the very poor respondents 
and 1.3 fix the prxrr respondents. On the 
other hand, the scores of the rich and voy 
rich respondents add up to 1.1. 

Empowerment 

Empowerment expectations have been 
simmering for many decades. Political par¬ 
ties have failed to accompany this process 
and give it a non-castcist leadership. ^Ihe 
CH had done so at one time, but its 
organisation disintegrated. Indira Gandhi’s 
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message of land Kforms and justice then 
tied the lower Caste/class people to the Con¬ 
gress. V P Singh was the next Messiah, not 
on account of the Mandal Report (most SC/ 
OBC respondents do not set great store by 
the reservation policy) but on account of bis 
direct empowerment appeal to the down¬ 
trodden. He received the dcatliblow from 
the bickerings and phony alliances within 
his party. Since the UJP from the very on)ict 
was perceived as a party of 'babbanlok' and 
‘Lalaji’ s' (brahmins and traders), it failed to 
reach the downtrodden villagers. 

The simmering has now burst into the 
open. The general conclusion is that the 
changes in the UP political landscape rellect 
a class assertion. Tlic leaders left in the field 
to ride on this class assertion are Mulayam 
and Kanshi Ram, and their local strongmen 
and organisers who have taken up the cud¬ 
gels against alleged oppression and exploi¬ 
tation. These leaders themselves usually arc 
not the direct victims of oppression and 
exploitation. On the contrary, tlicy often 
occupy a privileged position. ’11)6 short cut 
to leadership accordingly has to draw on 
caste solidarity rather than class .solidarity. 
The purpose is to iiicrc,'‘sc the share of state 
benefits rather than to tight for changes in 
the economic basis underwriting the state 
structure. 

IZarlicr, we have indicated that one SC 
family in the sample could be classified as a 
rich household. This family is a typical 
repre.scntative of the upper-class leaders 
tiding on the class assertion of their caste 
brethren and sisters. The respondent hap¬ 
pened to he the wife of Kotwal .Saheb. The 
husband is a retired police ins()cctor, and till 
1WI was .solidly with the Congress. Ills and 
her famil ies bear the irapri nt of that rel ation- 
sbip: teachers, police officers, public sector 
managers, etc. 'flie six sons and three daugh¬ 
ters have landed ingorxi positions or con¬ 
tracted good marriages. One of the sons-in- 
law at that time was a Congress MLA. 
Kotwal Saheb now has shifted to Kanshi 
Ram's party which he expects to help the 
educated SCs and OBCs. He candidly 
projects that Kanshi Ram is fighting only for 
a share in the government and in the admin¬ 
istration, and that poverty and exploitation 
will not come to im end. Because of the BSP 
approach, however, and "through Mandal 
and the increasing power in the administra¬ 
tion, it may help in reducing the atrocities". 

Iliis is the minimalist message of libera¬ 
tion and empowerment which goes down 
well with the weaker segments of the kurmi, 
yadav, kahar, and other OBCs and with the .SC 
population in general. Ihcy want to get rid of 
tlie obnoxious, authoritarian, corrupt, rejmss- 
sivc, anogant and casteist ‘punjipalti' (c,'ipitai- 
ist, synonymously used fev upper castes). 

That at least is the message which we got 
from scores of lower caste men and women, 
after rendering them a patient ear. Ibe fol¬ 


lowing account may illustrate the case. It is 
the tale of Munshi Harijan, a 35 year-old 
ebamar who has already lost five of his 
seven children and scrapes through with 
agricultural labour work for which be usu¬ 
ally gets a daily wage of three kg of wheat. 
Eastern Uttar Pradesh in a nutshell; 

You have come here and you are listening to 
us, but the people around here who should 
listen to what we have to say, they only order 
us around, and if we protest they will even 
beat us or c.ill the police, and when we go to 
the police or to the block administration, 
their own people are sitting there and they 
won’t even listen to what we have to s,'iy. 
()nly our money t hey are prepared to accept, 
hut then their own punjipalti lok give them 
more money, and that settles the issue. They 
are constantly fighting amongst themselves, 
but whenit comes lodealing with us.or when 
the benefits have to be distributed, we are left 
with nothing but our mouth, lliat is the only 
thing we have, like monkeys, but even then 
we should not speak up. Our people do not 
have voices. The babhan (brahmins) have 
taken our hand, and have captured village 
land, and all the parties are controlled by 
them. Nothing has helped. So, now we are 
planning to vote for the ashudh (untouch¬ 
able) party, because even the educated and 
soft babhan who secretly may take wiuer 
with us and who do I .-ss injustice, in the end 
line up with the other punjipatti of their ilk. 
If we had people in the administration, they 
would listen to us and we could do something 
about it. It i.s good that we now have some 
educated people amongst ourselves, and they 
can give u.s some inionnation, hccautse the 
babhan will never do that. 

.Some harijan.s gracefully remember the 
role played by .st>me brahmin members of 
the (Tl wIh> indeed had helped them, and 
who had stixHj up against the punjipatti oi 
their own caste, but that party ba.s disinte¬ 
grated, and the option for the BSP and 


Mulayam Singh may very well be an optioDt; 
by default with the intent of breaking the 
casteist hold of the punjipatti over their lives 
and their villages. 

COMMUNAUSM 

The BJP had taken UP by storm. From a 
lilliputian position in the 1984 and 1989 
elections, the party was catapulted into the 
top position in 1991. On what was perceived 
as the Ayodhya hindutva wave, the party 
secured 31.6 per cent of the votes(11.8 per 
cent in 1989), and formed the government. 
Since theBJPbad fought theelcctions on the 
single issue of hindutva .sentiments, the 
victoiy was explained as a vindication of 
Hindu unity against the so-caUed pseudo¬ 
secularists. 

Tlie most extreme communalist position 
involves the separation of Hindus and Mus¬ 
lims as separate ethnic identities, as sepa¬ 
rate nationalities, and then to argue that 
Hindustan belongs to the Hindus. Unlike the 
pseudo-secularist position, tlte communal- 
ists argue that India, or Hindustan, is the 
country of Hindus. 

We have confronted the sample with three 
statements suggesting that there are no dif¬ 
ferences between I lindus and Muslims, that 
Hindu.stan is a country Miich basically be¬ 
longs to Hindus with less rights for Mus¬ 
lims, and that Hindus and Muslims should 
have equal rights as citizens of Bharat. ITie 
reactions by the respondents belonging to 
the respective vama groups reveal a signifi¬ 
cant difference (Statement 2). llic aggre¬ 
gate score of OBC, SC and Muslim respon¬ 
dents was 4.7,1.2 and 5.0 which indicates a 
very strong agreement with the secular po- 
.siiion. Among thakurs also, the .secular po¬ 
sition is dominant. 

Brahmins, on the other hand, on the three 
statement.s relating to the rights of Muslims 
versus Hindus, had a .score which hovers 


Taw 1,1: Classwi.sf anij CAVnwish I'oi rri< ai I’keh-re.nces, 199? 


.Socio-Hconomic 

.Suius 

Janata 

Group 

Congress 

('ommuni.si 

BJP 

None 

l*ix>r 

72 

8 

6 

6 

8 

Middle 

.?2 

10 

4 

1? 

1 

Rich 

I? 

II 

2 

23 

1 

Brahmin 

0 

1 I 

4 

31 

2 

'fhakiir 

9 

4 

0 

1 


Uania 

2 

1 

0 

9 


OBC 


3 

3 

1 

2 

SC 

M 

7 

5 

0 

6 

Muslim 

6 





Total (per cent) 

5.5.9 

13.7 

6.6 

19.9 

4.7 

liicctions 199?(percent) 64.5 

5.5 

- 

28.0 


TAUli 2: t.'ORRIlATION CASTli AND CLASS 

I-xononiic Status 

t'pperCa.sie 

Middle C'a^te 

OBC 

SC 

•Muslim 

Very pixx 

0 

1 

10 

35 

1 

Poor 

0 

5 

30 

14 

4 

Middle 

27 

? 

28 

1 

1 

Rich 

26 

2 

7 

1 

0 

Very Rich 

11 

1 

2 

0 

0 
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around 3.0. Th? aggregate .<icorc is the statis¬ 
tical average of alino-si a.s many brahmins 
who lake a secular po.sition us compared lo 
Inrahmins who want to treat the Muslims a.s 
second-elas cili/.eiis Among the vaLshya 
baniacastes, tlieconimiinalistshavcaclearcr 
edge over the scciilai i si s. (luptas and Jai.s wals 
often lake the mo>t extreme position, and 
have no si.riiplcs in declaring: “Muslini.s 
should he asked |o leave India and to gu to 
[Pakistan or to the Aralvan countries”. 

llic rich landowning class and the trading 
class, more or less congruent with brahmin 
and v.iishya. have a pronounced communal- 
ist slant {‘.veil if brahmins can vaguely be 
a.s.sociated with a piic.slly caste and with a 
soft corner loi the religious men, the bania 
definitely will not relinquish his power :md 
earthly wealth to religious leaders. None 
theiess, that is the solution which pre.scntly 
fits into his scheme of power jM'tilies. 

Tlic Hindu slant of the tiudeis, rich peas- 
ant.s, and administrators is not induced by 
religious piety and uiidcfiled sodality, hut 
by a basal political instinct, religion us a 
means of evoking loy.'dtics ,igam.st the dan¬ 
gers of a civic cmaiicip.itory pnx’css. 

We have lorinul.ited three statements 
around the idea ol having more interference 
by ndigious leadcis. ami the dharnia im¬ 
perative, in the niniiing of the administra¬ 
tion. or. in more ahsii.ici terms, the Kamruj. 
In .Statement .1, we pi csent the scores on two 
such opinions, namely, Uic contention that 
politics shcsuld Ix' ba.scd on, and be inspired 
by religion, and that more religious leaders 
should get involved. 

llic bania caste, it gp|x:ars, feigns a high 
degree of religiosity and a tendency towards 
a IhciK’ratie state. Most of them declare that 
politics should lx* based on dliurma and 
religion and that ieligic>us leaders should be 
involved in the running of scH;icty and the 
administration Brahmins tend to agree with 
the first I'Hisition, but not with the second. 

OlU’s and .St.'s live in a world apart. Tlicir 
religious worldview and practice is a wxirld 
apart from the brahniaiiical lieliefs, .nid they 
have iiiKlei-slood, or have eomc to under¬ 
stand, that religious leaders o|x*ralc hand in 
hand with the interests of the punjipatti. 
'llicir support for a thcixiratisaliiMi of pi>li- 
tics, based on the ‘imam’, the ‘sadhu’, the 
‘paixlii’ and (he ‘yogi’, is generally ruled 
out, with .some exceptions though. 

'llic exs^cpiioiis within the ‘jati’ are not 
related to economic jxisition or gender, but 
to age 'Pk ten lower caste people who 
would like politics to he based more on 
religion lu'c in their 50s and 60s. Only four 
of Uiesc 10 [xxiplc also approved of the 
demolition of the Ayodhya mosque. 

Here we come to the central argument in 
the lUI’ argumentation in the months pre¬ 
ceding thedcstnictkm the imperative of the 
Hindu faith over the constitutional and le¬ 
galistic arguments Since the Hindu did 


believe that Ram was born on that very same 
spot, and that the infidel Babur had de¬ 
stroyed the temple erected on Ram 
Junmabhoomi, the Hindus were entitled to 
undo the historic wrongdoing. 

Although the argument is utterly ludi¬ 
crous (the BJI’ Itself would not like lo con¬ 
cede the ‘Kashmiri Belief), the cjuc.stion 
which concerns us here is whether it indeed 
reflected ‘"Hic Himlu Belief, or whether it 
psissibly was only a small minority as.scrting 
its ‘Might Is Right’. For answering the 
question, we can lely on two .sets of data 
referring to the s.tme area. 'Hie first set 
relates to 162 memixrs of the panchayats, 
and the second set is tlic same sample as 
dcscrilxid in the earlier section. 

■Pic fieldwork among thepunchuyat iiiem- 
Ixirs was coiiduttcd from August 1990 
through October of the same year, a water 
shed periixl in the ivilitical hisli'ry of India 
It was weeks before the first assault on 'he 
Babri masjid in Ayodhya. 

On the basis of ilie cla$.s position of the 
five BJI* piuichayat members at that lime, it 
was apparent which class its future .sup[v >rt 
would draw on: with the exception on one 
middle-peasant, the others arc rich peas¬ 
ants, ami three ol them have at least a BA 
degree. And alxive all, they arc bralimins. 

'Ilie other Israhmins in 199(1 were still 
siding with ('ongress, but the political col¬ 
lapse oftlicirt rad itionalparlyini|)clledlhem 
to l<x*k for an alternative. .Such an alterna¬ 
tive was urgently required because the signs 
of the time were oinincius. 'Pie lower castes 
had become iiu'rc vocal in their demamis, 
and, through V I’Singhand Mulayam Singh 
Yadav, had got a fat finger in the pie in the I xik 
Sabha and in the state assembly. Pie extension 
of job reservation to the OBC's in the summer 
of l‘)9l was commonly ccHidcnincxl by tlie 
brahmins, thakurs and banias .is an iiiju.st 
.solution, reinforcing castcisni and hurting llie 
(XXir [X'oplc across the caste sfxxtium. 

While the immolation politics of brahmin 
students made many regions in northern ami 
north-western India sink intochaos, the BJI* 
hits on a novel idea to rc-unitc the Hindu 
masses: Ayixlhya 

When it launched its offensive against the 
wiongs of histoiy, the BJI* claimed to S|x:ak 
on behalf of the Hindu m.as.ses. On the basis 
of our findings in late 1990, it is plain that 
the parly did spc;ik mainly on behalf of the 


brahmins. In addition to 23 brahmins(s]ightly 
more than hal f of the brahmin membership), 
we found only one tbakur and one chamar 
who supporie-J the idcaof demolishing Babri 
masj id in order toeonstruct the Ram mandir. 
Their argument.s in favour of such a neither 
tran-scendcntal nor peaceful operation were 
still couchcil in a dcfcnsivccomplaint rather 
than in a lielligercnl language, but belliger¬ 
ence was on the increase. 

Many Dubeys, Chaubeys, Mishras and 
lipadhyayas felt the blight of the new devcl- 
o()mcnts. and the major underlying discur¬ 
sive clement was that of a fate at stake. F'or 
tCH> long, the sentiments of the Hindus had 
Ix'cn disrespected in the napie of pseudo- 
scculari.sm. ILirishankar Upadhyay, the 


.STATTMIiNT 2: HlNUI'S AND Mi'SI IMS 



India .Should 

Be Hindu 

No Hindu 
.Muslim 
Piffeicncc 

Brahmin 

2.') 

2.7 

'Ih>ikui 

I.u 

39 

Bania 

.1.0 

2.7 

one 

1.3 

4.7 


1.2 

4.8 


Noll': Tlic value close lo I Mgnifie.s strong dis¬ 
agreement; a value clo.se to S .signific.s a 
.strong agreement. 


.Statemeni ■?: Politics .Miisr He Based on 
Pharma and Ri-i.ioion 



Religion in 
Politics 

Religious Leaders 
in Polities 

Brahmin 

3.4 

3.1 

Ihakur 

2.1 

1.9 

Bania 

4.1 

3.5 

one 

1.-3 

1.2 

,SC 

1,1 

1.1 

Mu.vhms 

1.5 

1.5 


STATEMliTCr 4 : Ti-N«n E I’oLmcs 



Religion Misu.sed 
for Political 
Power Game 

Temple 
Should Be 
Built 

Bralimm 

2.8 

3.5 

'Ihakur 

4.4 

19 

Bania 

3.6 

3.2 

ont.' 

5.0 

I.! 

SC 

5.0 

1.1 

Muslims 

4.8 

1.0 


Note: As in the previous slatemeiiLs, I denotes 
strong disapproval and J denotes strong 
approsal. 


Statement 1 : Pin rncAL Par ties Should Be Based on Caste 


Caste 

•Score 

Frequency 

Score 

Frequency 

Economic 

Position 

Biahmin 

1.0 

51 

l.l 

14 

"Very Rich 

Thakurs 

1.2 

14 

l.l 

36 

Rich 

Middle Caste 

1,3 

12 

l.l 

61 

Middle 

OBC 

1.4 

77 

1.3 

53 

Poor 

.SC 

1.7 

51 

1.8 

46 

Very Poor 


Note: Ilie individual score.s range from I (strong disagreement) lo 5 (strong agreement). The scores, 
obtained from the reverse formulation of the .statement (sroduce more or less the same aggregate 
resulLs. 
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young graduate iii a landed fatnily, euoces- 
sively fulminated against the government 
for not drying anything for the brahmins and 
the thakurs, and against the Muslims for 
suppressing the Hindus; “It is the highest 
time that we start reacting. Goveniment is 
not doing anything for us. Nowadays, we 
have become (he slaves of the lower castes 
and of the Muslims. Do you expect us to go 
and build a temple in Pakistan? No, but they 
have built their mosques here, destroying 
our temples, 'ihe sacred Ram Janmabhoomi 
has been left in (heir hands for too long, 
l>ccause the Hindus were timid and submis¬ 
sive. This historic wrongdoing towards tlie 
1 lindus has (u be remedied. It is a matter of 
national pride. Why should the Hindus con¬ 
tinue to live us second class cili/ens in their 
ownc-ountry?” 

'rile brahmins contributed 'chandan' to 
the construction of the temple. A few non- 
bralmiins have followed their example, but 
even when they have done so, it has Ixxrn a 
qualified chandan. On the lower scale of 
religiosity, the OIK's arc more religious 
than the SGs, and around one.half of them 
agree that a temple for Ram should lie built. 
Or rather, they do not mind its construction, 
but only side by side with the masjid. Their 
axiom is explicit: “Holy places cannot lie 
demolished”. 

The idea that holy places, belonging to 
whatever religious denomination, should lx: 
respected, stems from a widespread accep¬ 
tance that there is only one gtxl, and, as one 
female member asked rhetorically: “If God 
is the same, how can there be blcxxlshod in 
his name''”. 'Ihe female punchayat member 
happened to be a Muslim, but her ecumenical 
attitude towards religions was found com¬ 
monly among the I liiidu lower castes as well. 

'Ihe approach of many yadavs and kurmis 
and of a few brahmins springs fn >ni a germane 
understanding of the importance of leligion: 

' Tt is alright if a temple will be Ixiill there, but 
if this is going to lead to a revolution, if jicoplc 
ate going to slash each other's (hmaLs. then it 
should not be done. After all. Ram does not live 
(here, but we live in this aiuiitry and this 
country should not lx: ruined for the sake of a 
buikJiiig. That is utter nonsense''. 

Among the ,Sr members, hardly any¬ 
body, in the monstxm of 1990, relished the 
idea of a temple construction. Above all, 
they wanted peace. 'Ihcy wanted to live 
peacefully with the Muslims and, above all, 
with the brahmins, which is experienced as 
more of a problem. The admonition to what 
they call ‘the Hindu.s' is that they sliould 
start treating (hem in a humane manner, and 
not as untouchables. Whereas such a change 
in the behaviour of bralimins will benefit 
them immensely, (heconstruciionof a temple 
does not benefit anybody. Moreover, they 
argued, there already arc so many temples in 
the country. Most temples in their villages 
are only good for dogs. TTiey roam around 


there. Nbbotfy else goes diere, not even the 
brahmins. From such aperspective, bom outof 
lived-in experience, thm was hardly any sup¬ 
port for the construction of yet a new temple. 

The sample of 220 respondents which 
was taken three years later, i e, after the 
demolition of the Dabri masjid, only con¬ 
firms the positions which the different cat¬ 
egories of Hindus had taken towards (hcend 
of 1990, with a further polarisation though 
(.Statement 4). The lirahmins and the banias 
have moved further in the direction of the 
Hindu llclicf that thctcmple should be built. 

Adramatic reconsideration has taken hold 
of the OBCs: whereas in 1990, around hidf 
of (hem had agreed that a temple could he 
built, tlie new position is clearly that a 
temple should not be built. This actually 
follows from the position taken earlier that 
a temple cixild be constructed side by side 
with the nios(|uc, but not at the expense of (he 
mosque, llic OlIC segment, virtually collec¬ 
tively has .shifted again.st the iconoclasts. 

The 11.11' leadership claim.s that its line on 
hindutva and Ayodhya has been rewarded 
by tlie I IiikIu clcctorale. It has not done as 
well as desired, but even then 1993elections 
ended with a small increase in popular sup- 
pi.srt. The explanation relies on statistical 
fudging rather than on substantives. It is 
clear iliat the destruction of Ihe mosque has 
cost tile HJP dearly. 

Ihe (TUtJ and .SC doctorate has disap¬ 
proved ol the political skirmishes at Ayodhya 
as a religious disaster and hasclearly pointed 
its finger at the guilty players; the brahmin 
punjipatti of the B JP. As it happens, Ayodhya 
has liecn very much in the village news 
(lifilmr kuch sunte hai), and people arc very 
m uch conscious of who has done the demo¬ 
lition of the hiaisc of god, Tlie blame is put 
on the IIJP (49 percent), (be brahmins (19 
percent), (he Dajrang Dal, sadhus and Ram 
biiaktas (17 percent) and Congress and DIF' 
(7 f)cr cent). 

The fact that the BiP has not been wiped 
out is to be explained in terms of its reincar¬ 
nation as the strategic party of the ruling 
class. Tlic Congress bad performed that 
function till the late 1980$ when it rapidly 
desintegrated and the .<:wing towards the BJP 
followed. In the Jaunpur area, as (lie graph 
illusUates, the BJP ascendance since 1989 has 
iieen at the expense of Oie Congress. 

CONlI liSIONS 

We have presented some preliminary find¬ 
ings of an ongoing research project. The 
findings in many respects are similar to the 
findings wiiich we obtained from two other 
disUricts, namely, Muxaffamagar in western 
UP and R ae D arcii in the A vadh region of the 
state. The findings may thus apply more 
widely than to Jaunpur alone. 

In respect of castcism, while agreeing that 
the BSP formation thrives on a casteist 
ideology, the lower castes (SC as well as 


OBC) clearly ^tiniie to majini^n' a 
cally anti-casteist attitude. It is rather 
uppo^ castes who maintain caste .segrega¬ 
tion and exploitation. Paradoxically, now, 
when the emancipatory stirring from below 
manifests itself, they want to imprint on this 
stiiring the defamatory seal of castcism 

In respect of communalism, the internal 
divide shows up again. Whereas the 
OBC/'SC/Muslim population maintains an 
ecumenical attitude, the upper castc.s have 
clearly taken on the 'trishul' a.s their new 
symbol. The lower castes identify the trishul 
and the Ram Janmabhtximi not a.s syinlxil-s 
of salvaticxi, but rather as devious ways of 
class sup(»'CSsion. 'Die upper castes, identi¬ 
cal with Uie dominant economic classes, 
have made useof the masjid-mandir contro¬ 
versy in order to beat back the emancipatory 
movement of their reserve atniy of workers. 
The GBCASfAMuslim combine has not al¬ 
lowed this to lia|ipeii. T'hcy arc op[Xise*l to 
the mixing up of (xilitics with religion, and 
are keenly convinced that the BiP had tried 
to take them for a ride. 

Tlieoverall conclusion validates the jour¬ 
nalistic metaphor used by Praiui Bidwai (The 
Times qf intSa, December 4,93) to ecpiain for 
the *bursting of the BJP hindutva bubble' in 
the UPelcclions: “Tlie BJP is not only on Ihe 
wrong wavelength but in the wrong 
waveband altogetlKr’ ’. 

flhe research on which these lindings arc based 
forms part of a wider project in eoliaboration with 
Ravi Srivastava (Lhlar Pradesh) and Rataii 
Khasnabis (West Bengal). I'he jwoject i.s finan- 
ciaUy supported by Indo-Duich Programme on 
Aiternatives in Development IDI'AD canmX be 
held responsible for the linding.s and interpreta¬ 
tions contained m the article. 

Fur the collection of the data, I am greatly indebted 
to the assistance of ilansh Pande. Dick Kooimau 
offered some uscltil suggestions and pointed out 
some inaccuracies. Remaining inaccuracies ate 
mine.] 


ATTENTION 

ScholarsJReaders 

For your requirament of Rare. Out-ol- 
Printand New Books andgovernment 
publications on India, write to or visit - 

Prabhu Book Service 

Sadar Bazar 
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Urdu Education in India 

Four Representative States 

Ather I<ar4tu(|iii 

Urdu has heconie a Uingiuige of the Muslims and Urdu education is 
sought only hy poor Muslims in most slates of India. The most important 
contributory factor for this state of affairs is the lack (f support offered to 
Urdu hy slate governments. 


I.IkDlJ hus been so neglcc(cc) in Imliu thui 
il has liccomc the language of only the 
Muslims. In other worJ.s, Urdu education 
has become synonymous with Muslim edu¬ 
cation. Il is also Worth mentioning that an 
impaitial and unprejudiced account of s»i- 
cial and political conduct of the Muslims 
as well as the causes of their backward¬ 
ness in education cannot lie examined 
unless the dimensions of the politics, 
around. Urdu aficr independence are un¬ 
derstood and examined. The cause of 
Muslims' backwardness in India is mainly 
associated with their religious and social 
complexities. But this analysis will re¬ 
main incomplete and one-sided until it is 
admitted in principle that the Muslim back¬ 
ward sections arc not very different from 
the other backward Indian communities. 
Ibough at some levels it is easy to recognise 
the difference between Indian Muslims 
and the other backward communities in 
India, an analysis of the social and educa- 
tidnal condition ot the Indian Muslims is 
essential at various levels, especially com¬ 
paring them with other communities Ix:- 
causc the circumstances and educational 
condition differ at every level. 

An extensi ve survey through B ihar. West 
Bengal, Andhra Pradesh and Maharashtra 
disclosed, surprising, that there was not 
even a single non-Muslim student en¬ 
rolled for studying Urdu even as an 
optional subject at the primary or .second¬ 
ary level, or opting for Urdu as the 
medium of education. It is disheartening 
to note that to date no authentic informa¬ 
tion IS available ab<iut Urdu language or 
education. Neither the government nor 
any private educational body has ever 
tried to Cl 'nduct any research in this field 
On the conliary, after independence, 
attempts were made by every government 
to erase Urdu. 

The t irst survey on Urdu was conducted 
in Uttar lh adesh. An analysis of the state 
of Urdu education in some states above is 
available and an assessment is made here 
on the basis of the drop-out rates in five 
schools from each of the four states, 
namely. Andhra I’radcsh, Maharashtra, 
Bihar and West Bengal besides UP. 


Urdu is taught in some schools as an 
optional subject either from sixth class 
onwards, or. in certain .schools from first 
to lOth class. Iliere is a provision for 
teaching Urdu as an optional subject 
from sixth to eighth class at a few places 
in UF^. There arc some schools where 
Urdu, besides lieing taught as optional 
subject from first to 10th class, is also the 
medium of instruction. In some schools 
the regional language is also taught as an 
optional .subject from third or fourth class 
onwards 

Interestingly, even in Urdu medium 
schools subjects like science and maths 
are generally taught in English or the 
regional language (including Hindi me¬ 
dium). The main reason for this is lack of 
adequate scientific vocabulary in Urdu. 
Urdu is the medium of instruction only for 
social science subjects, like history and 
geography, etc. In some states private 
publishers have started publishing Urdu 
books in science and technology by using 
technical vocabulary picked up from Pa¬ 
kistani publications. Some publishers in 
Maharashtra have gone to the extent of re¬ 
publishing the Pakistani books illegally. 
But this development is still in its initial 
stage. In Hyderabad province, before in¬ 
dependence an experiment to introduce 
higher education through Urdu medium, 
initiated by the then Nizam of Hyderabad, 
had proved a gieat success. In this connec¬ 
tions ‘Darul larjuma’, an institution set 
up for translating technical hooks into 
Urdu, did a commendable job. After par¬ 
tition the political role of Hyderabad be¬ 
came uncertain. Urdu had already come to 
be accused as a means of precipitating the 
partition of India. As a consequence Urdu 
was abolished as a medium of education 
and the stock of btxjks produced by Darul- 
tarjuma was burnt to ashes in extraordi¬ 
nary circumstances. There are a few Urdu 
medium degree colleges in Andhra Pradesh 
but practically. Urdu remains merely a 
medium of examinations and not of in¬ 
struction since most of the course books 
arc available only in English or the re¬ 
gional language. Students whose mother 
tongue is I Irdu prefer Urdu as medium of 


exams, rather than the regional language. 

In almost all the states in India, exc^t 
Maharashtra, Urdu education has reached 
the verge of death. Middle, low income or 
lower-middle class people who make their 
wards receive education in Urdu medium 
have to face a number of difficulties. Urdu 
as a medium of instruction is available 
only up to the secondary stage. Conse¬ 
quently, Urdu medium students lag be¬ 
hind regional language or English me¬ 
dium students. Urdu medium students 
opting for regional language as the me¬ 
dium of instruction have to drop Urdu 
education which remains the only source 
of study of Islamic literature in India. Of 
late, the Jamat-c-Islami has started the 
publication of the Quran and other Islamic 
literature in other languages but this work 
is still in its infancy. Muslims have not yet 
taken a clear decision either to adopt Urdu 
or allow it to be confined to regions where 
the feelings of regionalism arc stnmg. 

The condition of the Urdu language 
and Urdu education is most pitiable in 
Uttar I’radesh, a state which has been the 
traditional centre of Urdu learning for 
centuries. There is not even a single 
primai-y or junior high schtxil of Urdu 
medium. The only two Urdu medium 
high schools arc those run by and affili¬ 
ated to Aligarh Muslim University. Con¬ 
sequently, the generation born and brought 
up in this state after independence is 
quite unfamiliar with Urdu. 'They are nei¬ 
ther aware of the problems faced by 
Urdu, nor do they have any emotional 
attachment to il. The occasional refer¬ 
ences to Urdu literature and Urdu culture 
arc limited to Urdu newspapers and, of 
course, the history-books. During the 
last decade there has been a mushroom 
growth of private schools everywhere in 
the state. This phenomenon has given 
rise to several technical complexities in 
the field of education. Fifty to 60 jicr cent 
of such schcxils are unrecognised. Still, 
the middle and lower-middle class people 
opt to send their children to these schools 
for education, even though it is vciy well 
known that these institutions are merely 
business centres. These unrecognised 
schools which are nothing more than 
leaching shops give admission to children 
up to fifth standard after which the stu¬ 
dents have no other option than seeking 
admission in the civic schools, which is 
possible only by greasing the palms of the 
concerned officials. Later the certificates 
from government schools entitle them to 
get admission into high schools or inter¬ 
mediate colleges. 

Interestingly, though there is no facility 
for teaching Urdu in Uttar Pradesh, stu¬ 
dents can opt for an Urdu paper at the 
junior high school examinations. At some 
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pluea the itigfa school and inlemiediate 
sludents of science and conmeKe group 
are allowed to take Urdu as an optional 
subject but in place of English. It is worth 
noting that such an option is not available 
to the students of the agricultural group. 
This arrangement leaves no option for a 
student other than dro|^ing Urdu-first, 
because English, by and large, still enjoys 
a great popularity and, second, because 
the technical terms used in science and 
commerce have no equivdent in Urdu. It 
is quite clear that the curriculum has been 
fixed in such a manner that even if stu¬ 
dents want to they cannot take Urdu. There 
are very few schools offering Urdu as an 
optional. 

A majority of the privately run junior 
high schools are unrecognised in UP, some 
have recognition only up to fifth standard. 
It has become a common practice now that 
the unrecognised schools arrange for their 
students to appear in junior high school 
examinations in other recognised schools 
as private candidates. People who are fa¬ 
miliar with system of primary and junior 
high school education in the state know 
well that the students appearing in these 
examination have their results bought for 
the money they can pay. As a result the 
number of junior high schools in UP is 
increasing by leaps and bounds because 
all their students pass in the first division. 
But even in these schools the number of 
^ students offering Urdu medium does not 
exceed 500, and, again a majority of these 
students appearing in such examination 
are private candidates sponsored by the 
so-called teaching shops. 

The case of UP has been referred to as an 
example. But the fact remains that there is 
literally no provision of Urdu education in 
this state. This observation is, however, 
essential for a study of the conduct of 
Muslims towards Urdu language and edu¬ 
cation especially keeping in view the pa¬ 
thetic economic condition of the Muslim 
masses. 

TliREE'I^NOUAGB FORMULA AND UrDU 

The aim of introducing the three-lan¬ 
guage formula in India was to enable the 
child at the primary level to gain knowl¬ 
edge of tire other important and necessary 
languages, along with the national lan¬ 
guage. The above interivetation of the 
scheme of three-language formula, which 
was widely publicised by the politicians, 
and, especially thechief ministers of north¬ 
ern Indian states, has played a major role 
in bringing an end to the provisions for the 
study of Urdu. Seen in this light Urdu 
appears neither important nor necessary, 
especially after the deliberate thrust 
given to Hindi. As a result, Urdu’s end is 
imminent. 


The central govonment’s step-moth¬ 
erly treatment to Urdu, and, for that matter 
to all the regional Indian languages in 
comparison to Hindi, as also the tendency 
to neutralise the significance of mother 
tongue as a medium of primary education 
of a child has made for a number of 
problems. In the case of Urdu all sen'ts of 
political manoeuvres have been used 
against Urdu-speaking masses to neutralise 
their right of getting primary education in 
their mother tongue, i e, Urdu. The census 
staff in northern India took it for granted 
that the mother tongue of every one in the 
area is Hindi. They noted Hindi as the 
mother tongue of the Urdu speaking people 
even without consulting them. It is shock¬ 
ing that in the 1991 census the mother 
tongue of even well known Urdu miters 
has been given as Hindi in spite of their 
protest. Some of these people even knocked 
at the doors of courts arid the concerned 
higher authorities. If the goverrunent it¬ 
self can go to the extent of openly declar¬ 
ing a region with mixed languages as a 
purely Hindi region, who is the authority 
to hear complaints against the erring cen¬ 
sus officials? 

The three-language formula enunciated 
in the Resolution on National Policy on 
Education was introduced with the sole 
purpose of giving emphasis and a proper 
place to mother tongue in primary educa¬ 
tion of a child. I.ater, in 1975, the Gujral 
Committee amended this policy and pro¬ 
duced it in Table 1.. 

The south Indian states as also West 
Bengal refused to introduce this formula. 
This move somehow had an adverse ef¬ 


fect on Urdu. Tamil Nadu excluded Hindi 
openly and Uuntly and adopted a two- 
language formula based on English and 
Tamil. The fact is that Urdu had to bear the 
brunt of the agitations against Hindi in the 
southern states. In the light of these inci¬ 
dents the chief ministm of northern In¬ 
dian states took the liberty of interpreting 
the three-language formula according to 
their whims. As a consequence no room 
was left for Urdu. The following plan was 
devised; 

(1) Regional language, i e, Hindi was 
accepted as mother tongue. The status 
of regional language bad been granted 
to it earlier. 

(2) Underthethree-languagefoimulaone 
of the modem languages'of Eighth 
Schedule was decided to be given a 
place. Ironically, the chief ministers 
of northern Indian states decided to 
place Sanskrit, a prominent ancient 
language, in this column, instead of 
Urdu, which undeniably is a modem 
language. Hence, Urdu was very clev¬ 
erly eliminated. Interestingly, for the 
sake of preserving Sanskrit the gov¬ 
ernment of India decided to set up a 
new commission on the pattern of the 
University Grants Commission, with 
an annual grant of Rs SO crore. It is 
most unfortunate that Urdu, one of the 
important and rich modem languages 
could not attract any favour from the 
government of India. 

(3) Under the provision of the study of 
one foreign language only English was 
granted the status of foreign language 
to be studied. But whatever may have 


Table I; Threb-Language Formula 


In Hindi-Sptakmg Siaus 

FYesenl Fonnula Proposed Formula 

(i) Hindi (i) Hindi (with Sanskrit as pan of a composite 

Opurse) 

(ii) English (ii) Urdu cr any other Modem Indian Language 

excluding (i) 

(iii) Modern Indian language (preferably one (iii) English or any other Modem European 

of the southern languages) Language. 

In Non-Hindi Speaking Slates 

(i) Hindi (i) Regional Language 

(ii) English (ii) Hindi 

(iii) Regional language (iii) Urdu or any other Modem Indian 

Language excluding (i) and (ii) 

(iv) English or any Mlier Modem European 
Language 

The non-Hindi speaking stales may also adopt, as an alternative, the following formula being 
implemented ip Andhra Pradesh for the Urdu-speaking population: (i) Urdu and Hindi (a composite 
course); (ii) Regional language; and (iii) English or any other Modern European Language. 

Students whose mother longue is Urdu should learn Hindi and those whose mother tongue is 
Hindi should gel an opportunity to learn Urdu. 

Candidates whose mother tongue is Urdu should be assured of admission to teacheis’ training 
institutions so that enough teachers become available who can teach different subjects through the 
medium of Urdu. > 
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been the reasons, (here is no denying 
the fact (hat Urdu has been deliber¬ 
ately thrown out of the Indian educa¬ 
tion system after independence. It may 
have ■■.oinc importance on paper but 
practically our political and social set¬ 
up has left no room for Urdu in the 
present social system. 

In ink SiAi^s 

Uttar t'radesh: About ttvo crore Urdu- 
spcaking people live in UP. There is a 
provision for appearing for the junior 
high school level examination in the 
Urdu medium in the state, hut the number 
of such students is very small. This 
number was below 500 in 19K2, as com¬ 
pared to nearly 40,0(X) in Bihar in the 
corresponding year. liven in the Muslim- 
dominated regions in UP most students 
opt for the Hindi medium Hierc is only 
one Urdu medium junior high school in 
district Hadayun. Only three girls from 
(his school appeared for the junior 
high .school examination in 1087. This 
number reduced to two in 1988. In 
Mor.idabad district only twogirls’ schools 
provide education through the Unlu 
medium. People running the Muslim 
junior high scIuhiIs confess that Muslim 
students prefer Hindi medium to Urdu 
and a sizeable number of Muslim parents 
take their children out of Urdu medium 
scIkkiIs and admit them in Hindi medium 
schixils. 

Urdu is. however, not the medium of 
education in Up. ,ScIuni1s which prepare 
their students for jiinic.ir high school level 
examination in Urdu, in fact, have Hindi 
as a medium for all the subjects. Urdu, in 
these schools, is taught only as a subject. 
Teachers capable of teaching through I Irdu 
medium arc gcncr.illy not available in the 
state. At a few places Urdu medium pri¬ 
mary schools arc run by local bixlics where 
teachers were appointed under the 
Bahuguna scheme. But in most of these 
schixrls Urdu is taught as an optional sub¬ 
ject. Most of the people appointed under 
the Bahuguna .scheme, the .so-called Urdu 
teachers, generally do not even under¬ 
stand what is meant by the term Urdu 
medium 

Therefore, in I IP. I Irdu education means 
teaching Urdu as a subject. It is unfortu¬ 
nate (hat few of (he so-called Urdu 
teachcis in UP can even read the bixiks in 
Urdu script meant for primary classes. 
It has also been observed that (he Urdu 
teachers in UP arc engaged in their family 
occupations like agriculture and milk 
dairies and go to the school once or twice 
a month. It appears that the recruitment 
of teachers in the name of Urdu under 
Bahuguna scheme was only meant to 
apjieasc the Muslims. It is very well known 


that the late H N Bahuguna was called the 
inessiahof the Muslims. Tliat was the time 
when even if a matriculate Muslim was 
recruit^ as an Urdu teacher. Later these 
people were imparted nominal training 
in teaching, i'hcy were also granted op¬ 
portunities to appear in Oriental Urdu 
i-.xaminations. Ironically, it was difficult 
to find Urdu-knowing youth matriculates 
from among the large Muslim population, 
liven today (here are countless Urdu 
teachers recruited under that scheme who 
do not even recognise the alphabets of 
Urdu language It may be noted that (he 
weekly holiday in these Urdu medium 
schools is observed on I'Viday which 
coincides with the weekly ‘namaz' the 
Muslims offer on this day and which for 
Muslims has a sficcial importance. This 
clearly shows that even the government 
accepts that Urdu schools arc Muslim 
schiMils and th.it Urdu is (he language 
ol Muslims only. All the teachers recruited 
under this scheme also happen to he 
Muslims. 

Andhni Pradesh: Hyderabad, the capi¬ 
tal of Andhra Pradesh has been (he histori¬ 
cal centre of Urdu llic fismnnia Univer¬ 
sity of Hyderabad has the credit of making 
Urdu the medium of higher education and 
it was here that Urdu was the medium 
of education up to engineering and 
medical science levels before partition. 


After independeiice and Uie lubsequoit 
reorganisation of states in 1956Hyderabad 
became a part of Andhra Ihadesh state, 
and things started changing from this point. 
The historic police action in Hyderabad 
was in fact the beginning of the downfall 
of Urdu there. Now, Urdu is moving fast 
towards its imminent death in Hyderabad. 
'Iheold generation of Hyderabad, for which 
Urdu was the symbol of their characteris¬ 
tic etiquettes and culture, too, is in the lut 
stages of its life. But the significant ex¬ 
ample of the total extinction of Urdu is 
that in UP and some other states where the 
use of Urdu had been put to an end at every 
level after independence. In other states 
the process has been sidw but well- 
organised. In places like Hyderabad the 
position of Urdu has nut changed only 
among (he lower sections who get indoor 
Urdu education and up to (he limit of 
religious ‘madarsas*. The upper and middle 
classes too have bid go^bye to Urdu 
language and literature, not to speak of 
Urdu as a medium of instruction. 

In Andhra Pradesh there still remains 
some provision (hough not satisfactory, 
of Urdu medium education and teaching 
of Urdu as an optional subject. A good 
number of students go to the private 
Urdu medium educational institutions 
run by Muslims. Some of these institutes 
arc from primary up to the degree college 
standard. In Hyderabad there are a few 
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coavatf tcliooh also wheraUrdU it taiigbt 
as an optional subject. However, the 
students learning Urdu as opticmal subject 
up to primary standard in these schools 
have only a rudimentary knowledge of 
Urdu. 

As in the other states, in Andhra Pradesh 
also, more than 90 per .cent of the Urdu 
medium students come from lowermiddle 
class. Most of these students have studied 
Quran at home. There are sume children 
who attend Urdu medium schools in 
morning and acquire religious knowledge 
at evening in dini madarsas (religious 
institutions). In Andhra Ih'adesh, appar¬ 
ently there are not many obstacles in the 
way of Urdu education. Yet, the circum¬ 
stances as a whole cannot be said to be 
encouraging either. The drop-out rate 
of Urdu medium students in Hyderabad 
vary at both the primary and secondary 
level. While from class one to class ninth 
it is 40 per cent, from class six to class 
lOth it stands between 1 percent to 43 per 
cent Normally the NCERT books arc 
u.scd. because the books published by 
Urdu Ac.-idemy or by other government 
institutions though they arc cheaper, are 
generally not available in the market. 
Often by the time these books reach the 
market, half of the academic session is 
over. The economic condition of the 
Muslims of Hyderabad is poor and may 
account for a high drop-out rates. 

1'hc state has provision that the students 
can read the Ivioks in other languages 
(regional or English) but can answer 
question papers in Urdu in the examina¬ 
tions. This is the position of Urdu at 
college level. English vocabulary is abun¬ 
dantly used, specially in the study of 
science, commerce and technical subjects. 
No doubt that the half-a-ccntury old 
voeabulary of Darul-Tarjuma is still in 
use. 

Maharashtra: Maharashtra is perhaps 
the only state in India where there is no 
apparent obstacle in the way of getting 
education in Urdu medium. Iliis is due to 
the relentless efforts of various trusts and 
voluntary Muslim organisations. As most 
of the Urdu teaching schixils and colleges 
are run by private bodies and the leading 
Muslim businessmen, the chances of mis¬ 
management are remote. What gives sat¬ 
isfaction is the regular presence of Urdu 
teachers and regular holding of classes in 
the schools and even colleges. All the 
subjects in these schools are taught through 
the Urdu medium. 

The Maharashtra government's attitude 
towards registration of Urdu schools has 
been sympathetic and co-operative. In 
Bmnbay city alone there ate 124 regis¬ 
tered Urdu medium high schools. The 
number of registered Urdu medium schools 
in the whole of Maharashtra, including 


Bombay is 230. Ilie condition cf Urdu 
teaching at primary level is also satisfac¬ 
tory and encouraging in comparison to 
schools of other languages run by the state 
government Table 2 shows the number of 
Urdu schools, teachers and students as 
compared to Marathi and Hindi in the 
state. 


Ta»i.e 2 



Marathi 

Urdu 

Htndi 

Primary schools 

569 

230 

IKS 

Students 3 

.72.375 

1.22.475 

1.26.911 

Teachers 

9,316 

2.727 

2.592 


Note-. In the case of Urdu (he cenues for train¬ 


ing (he primary teachers is merely 2. Thirty 
teachers are engaged in these centres im¬ 
parting uaining to 312 trainees. 

It is interesting to note that in 
Maharashtra even middle class Muslim 
prefer Urdu education unlike other states 
where perjple prefer sending their children 
to convents; and in these states, too, only 
lower-middle class Muslims send their 
children to Urdu schools. One reason for 
this is that the Muslims of Maharashtra in 
general, and of Hombay in particular, bail 
from business communities. .Some of the 
convent schools of Maharashtra also offer 
Urdu as an optional subject. Hut neither 
the students nor the teachers .show much 
interest in Urdu in these schools, lliere is 
one more facility in Maliarnshtra which is 
not available in the other states. From 
primary to college level Urdu can be of¬ 
fered as an optional subject even in such 
schools and colleges where there is no 
provision for teaching Urdu <iwing to lack 
of required number of students and teach¬ 
ers, 1'hc desirous students are allowed to 
offer Urdu as an optional subject and 
appear in the examinations. I lowever, they 
have to study and prepare themselves for 
exams on their own. 

Tlie course bcHiks are prepared by the 
Text Book Bureau. These books are ini¬ 
tially prepared in Marathi, and later trans¬ 
lated and published in Urdu. This means 
that the course material, both in Urdu and 
Marathi is the same. Besides, tliere are 
some other private publishers who also 
publish Urdu books. 

Bihar: Bihar is another state where the 
condition of Urdu is satisfactory even 
without government favour and aid. llie 
main reason for the popularity of Urdu in 
Bihar is the deep attachment of poorer 
section of Muslim society to Islam. There¬ 
fore, the people prefer sending their chil¬ 
dren to dini madarsas for religious educa¬ 
tion. Besides, most of the religious litera¬ 
ture is available in Urdu only. 

In Bihar, every year, at least S0,(X)O 
students take junior high school and high 
school examinations in Urdu meilium. 1 he 
state has 23 colleges teaching Urdu and 80 
high schools. Urdu-knowing pcc^le have 
little liking for convent education be¬ 


cause a major part of Muslim populilj^^' 
belongs to backward and lower-middle 
class. Dini madarsas have played a sig¬ 
nificant rule in the development of Urdu in 
the state, llic state government also 
recognises the degrees of 'Madarsa Edu¬ 
cation Board' as equivalent to the degrees 
of other recognised boards and universi¬ 
ties. These madarsas have also started 
technical education but it is in its initial 
stage now. Unfortunately, the 'Bihar 
Madarsa Education Board' is the most 
deformed of all educational bodies in In¬ 
dia and is the biggest centre of all the 
pc^sible irregularities and corruption from 
top to bottom. If the state government 
decided to take some steps to systemian iU 
functioning, a revolutionary change in 
Bihar education system is possible. 

The courses in Bihar are devised by the 
Rajya Bhasha Vibhag (.State Language 
Department). But the course-books here 
are hard to get. Urdu books arrive very late 
in the markets. NCERT books are almost 
impossible to get. That is why mostly the 
RRV bixiks arc in use in the state. I'hough 
the overall condition of Urdu education is 
not disappointing in Bihar, it certainly is 
(he worst managed and, therefore, the 
lowest in standard. Perhaps it is over¬ 
looked bccau.se only the backward and 
lower-middle class of Muslims have 
adopted Urdu medium education. 

West Bengal: West Bengal provides the 
largest possibility for education in mother 
tongue. Primary education only in mother 
tongue is the clear {xilicy of the state 
government here. With (his purpose in 
view, mother tongue is the medium of 
education in all the government institu¬ 
tions. The minority schools, too, are 
recognised on this basis. West Bengal is 
faced with the problem of want of schools 
to cope with the large number of Urdu 
students. There are several areas where 
there is only one Urdu medium school for 
a population of 20,000. A great flaw in 
government policy is that it docs not make 
(he population the basis for recognition of 
schools and facilities of primary schools 
arc granted on the basis of all minority 
communities taken together. Hiis policy 
gives more benefit to Christians and other 
smaller linguistic minorities, and proves 
disadvantageous to Urdu-speaking minor¬ 
ity in the sense that it widens the progress 
gap between them and other minorities. 
The state provides aid in the shape of 
books up to fifth class but, unfortunately, 
the Urdu books sometimes reach the stu¬ 
dent only by the end of the session. As a 
result of this delay in getting the books in 
lime, (he students are compelled to pur¬ 
chase the same from the market. The dearth 
of adequate resources for Urdu educa¬ 
tional institutions is c>ne of the biggest 
problems of Urdu minority. Most of them 
are in shocking condition. 
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ALTERNATIVE ECONOMIC 
SURVEY 1993-94 

There is no denying that the official Economic Survey has acquired quite a few apologetic traits. Over 
the years, it has tended to be more of a window-dressing than report objectively and meaningfully the 
state of Indian Economy. The manner in which the economy affects the lives of the cornipon man is 
rarely captured in the official survey. Hence, we felt that with all the limitations in terms of information, 
expertise, manpower and time constraints, an attempt should be made to prepare an Altfemative 
Economic Survey. Thus, we brought out an Alternative Economic Survey 1992-93 in 199S. This 
Survey was very well received by media, economists, activists, NGOs and other groups. 

Now, we have brought out Alternative Economic Survey 1993 -94 keeping in view of developments 
during this period. Written by a team of economists, activists, academicians and grassroot workers, 
it has examined various public policies and suggested alternative packages. The current context Qf the 
Stnjctural Adjustment Programme has provided a common link. This survey covers issues : 


■ Agriculture 

■ Public Enterprises 

■ Public Distribution System 

■ Food Policy 

■ Women 

■ Prices and Inflation 

■ Education 

■ Environment 

■ Health 


■ Fiscal 

■ Industry 

■ Labour 

■ Financial Sector 

■ IMF, World Bank and India 

■ GATT and India 

■ External Debt 

■ Tribals 

■ Trade 


Pages: 160 Price : Rs. 40 [Individual] or $ 5 

Rs. 80 [Institutions] or $ 10 

[add Rs. 10 for packaging and postage] 


SPECIAL OFFER 


Special Price for 
Economic and 
Political Weekly Readers 
Rs. 30 [Post Free] 


COUPON 


Send Alternative Economic Survey 1993-94 

Name. 

Address. 


City.Pin... 

Public Interest Research Group, 

142, Maitri Apartments, Plot No. 28, 
indraprastha Extension, Delhi-110092 (INDIA). 
Phone-cum-Fax: 91-11-2224233 
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New Economic Policy, Voluntaiy 
Organisation and Rural Poor 

GS Aurora 
Shashikala 
S K Gayathri 
Smritl Srlnivas 


While globalisation, liberalisation, deregulation and privatisation are the 
focus of the New Economic Policy at the macro level, it is important to get 
a clear understanding cf both the threats and tlie opportunities emerging 
mu of these processes at the micro level for individuals, families and local 
communities. 


A SEMINAR and workshop were held at the 
Institute for Social and Economic Change 
(ISEC), Bangalore, on December 15,1993 
on the ‘New Economic l\)licy. Voluntary 
Organisations and the Rural Poor* as a part 
of the project work, ‘Iblicy Research and 
Voluntary Action*. Welcoming the partici¬ 
pants, P V Shenoi slated that the ISEC had 
been interested in the structural adjusbnent 
policy (SAP) and rural development, since 
in its 20-odd years of existence, its re¬ 
search bad been committed largely to¬ 
wards evaluating and directing public 
policy and had been related to the cultural 
parameters of development. Inaugurating 
the seminar, L C Jain noted that the re¬ 
search effort undertaken at ISIiC was a 
unique experiment since it involved a joint 
effort by academicians and voluntary agen¬ 
cies. He stated that the structural adjustment 
policy has been understaxi in terms of its 
macro-policy implications with an empha¬ 
sis on globalisation of the economy though, 
to come face to face with the rural poor, we 
must emphasise micro-level developments 
based ultimately on the principle that 
localisation of the economy is the need of 
the hour. 

The seminar included papers on the his¬ 
torical background of IMF policies, tlie 
social and economic perspectives of SAP, 
and gender sensitivity in social science re¬ 
search, to mention a few. A number of 
points were raised by the participants during 
the discussions—the need for collective ac¬ 
tion to protect the autonomy of local-level 
communities and the importance of tradi¬ 
tional inter-village linkages in the face of 
inroads made by commercialisation. The 
need for focusing on intra-community ineq¬ 
uities, such as those suffered by dalits and 
other oppressed groups, was Uigblightcd. 

In a presentation on ‘The Social Dimen¬ 
sions of the SAP*, G S Aurora dealt with the 
crisis faced by rural cemununities in semi- 
arid tropics which cover the major portion 
of the agricultural landscape. He stated that 
there has been a degradation of the ecologi¬ 
cal base of these communities: village tanks, 
for example, have been neglected since in¬ 
dependence and mechanist pump sets and 
tube-wells have been proliferating. Both 
these lower subsoil water-table levels and 


farmers with the capability to invest in 
irrigation facilities shift to wet lands instead 
of providing irrigation facilities for the sur¬ 
vival of dry land crops. Therefexe the food 
base of the poorer segments of the village 
population which is dependent on the pro¬ 
duction of coarse grains is reduced, and 
miukct-led growth in the form of SAP cre¬ 
ates a further danger to their survival since 
it is not based on the principles of collective 
action of a village community, but individu¬ 
alistic enterprise. This paper led to a debate 
on tlie feasibility of regenerating village- 
level unity ba.sed on collective action. Some 
gra.ss roots workers felt tlial in their experi¬ 
ence, collective action for entire village 
communities was feasible, for example, in 
the creation of food banks locally, the pro¬ 
vision of drinking water, watmhed man¬ 
agement, and so on. which were controlled 
by village representatives themselves; these 
minimised the exploitative tendencies of 
the market. There were criticisms of this 
appaiach from others: it was felt that the 
power .structure within villages denied poexer 
clu.sses access to common resources and, 
therefore, the idealistic idea of ‘village* 
development was tantamount tostrengtlicn- 
ing the power and economy of dominant 
segments of the village. 

This view found an echo in a paper by 
Corinne Kumar tilled ‘Research as Re-vi¬ 
sion; Towards a New Feminist Scholar¬ 
ship'; thm'c was a parallel between these 
holistic analyses of village communities 
and a thrust towards their so-called integra¬ 
tion, and gender studies which intended to 
make women more 'visible* only to fit them 


into existing notions of work, skill, alM 
develqiment. Fcff example, while there am 
many studies of the status of women work¬ 
ers, the displacement of women by men due 
to technological change, etc. none of these 
touch the basic premises ^of the industrial 
mode of production paradigm. Not only is 
women’s work not wage work, but of a kind 
chat does not fit into frames used to measure 
“male wage labour*’. Thus it was felt that 
groups such as the poorer classes, dalits and 
women may have world views and needs 
that should not be assumed to be equivalent 
to those of the dominant classes in order that 
researchers do rM.it participate in the hegemonic 
processes of dominant groups in society. 

Tlie last four days were spent on a meth¬ 
odology and training workshop for the vol¬ 
untary agencies. T'he methodology work¬ 
shop focused on equipping the participants 
with the various tools that would be used in 
the project, with specific emphasis on the 
PRA method conducted by MYRADA. 

Thk Project 

The interest in the SAP at ISEG started 
with the introduction of the programme 
launched by the government of India in July 
1991. ISEC became an arena of dialogue 
and networking between the institute and 
voluntary organisations who sought to un¬ 
derstand and assess the nature of the rela¬ 
tionship between the state and civil society 
under liberalisation. A number of meetings 
were held over a period of time, an imptxiant 
one was held on July 2,1992 in ISEC. These 
effexTs culminated in the research ixoject 
‘Ikilicy Research and Voluntary Action*. 

It is envisaged that the project will inte¬ 
grate the two levels of discourse on the SAP, 
i c, the study of its general impact, perfor¬ 
mance of the economy in specific fields, and 
specific SAP policies; and the critiques of 
development, science, and technological 
reason implemented by the Indian slate in 
SAP-type policies both by academics and 
people’s movements. The political nature 
and cultural imbedding of development and 
state policy is recognised by the project, as 
well as the fact that poverty and economic 
change cannot be visuali.scd as a mere mana¬ 
gerial problem of the Indian slate. If the 
rural p<Kir, women and dalits, arc to be 
placed at the centre of the humanistic con¬ 
cerns of this research then Uic historicity of 
their cultural being, (heir needs within a 
democratic p<ilicy, their resistance to what 


Table 


TlireuLs 


OpportunitiiM 


Slrategie.s 


(1) Disiuption of traditional 
craft niarkets 

(2) Reduced support to the 
pr>S system 

(3) Reduced support to 
thePHC 

(4) Reduced support to (he 
state educational system 

f5) Decreased employment 
on public works 


Discovery of new craft designs 
and markets 

Design of a PDS ba.sed on local 
resources mobilisation 

Design of local health system 
based on preventive health care 

Strengthening of primary and 
functional literacy programmes 

Increased enqiioyiiK'nl in 
land development 


Training and market organisation 
of the craftsmen 

Mobilisation of production and 
distribution locally 

Revival of ethno-medicine and 
bare foot doctor programme 

Development of teachers to help 
in skill development 

Watershed development, based 
on community effort 
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m«y be perceived u domination by the state 
mr by elites, or the many ways of voicing 
ttieir demands will have to be justly reflected. 

is well known, ilic .SAP mainly involves 
four areas— globalisation, liberalisation, de¬ 
regulation and privati.sation, preceded by 
the stabilisation of the economy. While 
these prrKcsses are the focus of policy re¬ 
forms prop <scd at the macro level, the con¬ 
cern of the present research endeavour is to 
translate the n>acro policies into the micro- 
level effects for individuals, families and 
local communities. A clear rcuignition of 
both the threats and the opportunities emerg¬ 
ing out of the new economic climate can be 
briefly illustrated in tlic accompanying tabic. 

W jtli someof these considerations in mind, 
the mcthfHlology and the str.atcgy of the 
project involvc.s a triangulatinn between the 
academia, the voluntary sector and 
administrators—thus filling the chasm be¬ 
tween the ‘activists’ in the field, researchers 
and impicmenters—to lie lictter infoimcd 
about the complexity of grass roots level 
situations. 'Ibis is done in the belief that a 
confluence such as this would lie far more 
realistic, flexible and ‘(icople fiiendly’. 

Altogether 30 villages have been selected 
from the four states of Tamil Nadu, 
Karnataka, Andhra l^adcsh and Kerala to 
study the impact of the New Plconumic 
Policies. In order to make a meaningful 
comparison of the role played by the NGOs 
in the development prtx;css, 1 .S of the sample 
villages would represent N(K)-opcratcd vil¬ 
lages and the rest would represent non-N(jO 
areas. The N(K)s selected arc basically 
working on issues like tribal development, 
women and child welfare, environmental 
protection, and (leuple’s empowerment. 

The project emphasises both qualitative 
and quantitative analyses: the primary data 
collection will involve the use of village, 
organisational and household level sched¬ 
ules covering crucial areas of the SAP im¬ 
pact such as the public distribution system, 
asset distribution, indebtedness, health, 
employment status, etc, to mention a few. 
Case studies and participatory rural appraisal 
methods will also be used as tools to analyse 
the data with special emphasis placed on 
participant research methods. 'Hie two sets 
of data would be supplemented by second¬ 
ary data of various kinds and their analysis, 
thus contributing not only to theory, but also 
to policy formation. 

Special area studies also form an impor¬ 
tant part of the project wherein problems 
like the changing relations of gender to 
poverty, the study of health systems, em¬ 
ployment, and so on, would be studied by 
scholars across various disciplines at the ISf3(l 

Networking, which forms the central thrust 
of the study, is visualised as an instrument to 
facililulc the communication of grass roots 
level experience and efforts at various 
levels—the grass roots level itself, the dis¬ 
trict and the stale level—by conducting 
workshops at each of the levels. Seminars 
fex* a wider audience of academicians and 
policy-makers will also be organised. 



NATIONAL COUNCIL OF APPLIED 
ECONOMIC RESEARCH 

**Ru:isjlaBhawan" , 11-Indraprastha Estate, 

New Delhi - 110 002 

*** 

NCAER has vacancies for positions at senior levels 
for Agricultural Economists. Employment terms 
could be flexible—3 years contract, 1 year contract, 
part-time, specific project oriented, etc. Salary nego¬ 
tiable. 

Essential Qualifications: 

Ph.D in Economics/Agricultural Economics from 
a reputed Indian or Foreign University; research 
experience in the field of Agricultural Economics 
either in a University, Research Organisation or in 
Government departments dealing with economic 
problems, original papers and articles to credit. 
Candidates should have capacity for conducting 
independent research and ability to write clearly 
and succinctly. A good knowledge in relation to 
Agriculture, International Trade, Environment and 
Macro-Economics and issues related to Liberalisation 
Policy would be desirable. 

Age: Preferably below 40 years. 

Other things remaining the same, candidates 
belonging to SC/ST and other backward and minority 
communities will be given a preference. 

Candidates will have to appear for interview at New 
Delhi and will be reimbursed first-class. train ftre by 
the shortest route to and fro from the place where 
they arc presently working. 

Applications with full particulars of qualifications 
and experience, together with copies of published 
papers/reports, should reach the Registrar and 
Secretary of the Council at the above address by 
20th April, 1994. 
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HElRSPECnvfeS 


Sdf-Goyeminent and Its Instrumentalities 

Nlmnl Mukarji 


Self-government of any kind must have not only a clearly demarcated field 
activities, but also the instruments with which to govern in this field. 
Consequently, an essential power the states must endow the panchayats 
with is that to recruit and control their own staff. At the same time, unless 
traditional notions like permanent employment, security, service cadres 
and reserved posts are reconsidered, panchayats will be unable to 
innovate instrumentalities suited to their purpose. 


I 

A THIRD stratum of government is now a 
constitutional requirement. To what extent 
the requirement is fulfilled will depend on 
how far slate legislatures are prepared to go 
in endowing powers and authority to their 
panchayats. It is likely that Uiey may not go 
far enough. Tlicirpast performance has not 
been encouraging, and tiicre is no evidence 
to suggest that state level elites arc any more 
willing now to part will) power than before. 
Therefexe, it becomes necessary to try to be 
as clear as possible abcait the meaning of 
self-government for the panchayats. 

A too miserly endowment of power and 
authority would amount to not complying 
with aconstitutional directive. Such an even¬ 
tuality would certainly be cbalJcngeabIc 
politically. In addition, though die 73rd 
Amendment says nothing about how to en¬ 
force its provisions, the issue could argu¬ 
ably be agitated in the courts as well, under 
the general law us it stands. Failure on the 
part of a state to legislate satisfactory enough 
self-government for its panchayats would 
not, therefore, be without consequences. It 
is conceivable that even the Supreme Court 
may, some day, be called upon to interpret 
the doctrine of basic features with reference 
to self-government at the third stratum. 

II 

Self-government literally means autonomy 
and the two expressions arc used inter¬ 
changeably. Contemporary history and cur¬ 
rent affairs are replete with instances where 
one or the other term has been employed to 
depict situations in which self-rule in .some 
form has been at issue. 

In our own country, prior to independence, 
these expressions were used at different points 
oftimcfcrdifTermtlevelswithdifTcirntmean- 
ings. In 1870, the term ‘local self-government’ 
came into vogue to describe die limited re¬ 
forms introduced in local bodies such as mu¬ 
nicipalities. In 1906, the Congress, under 
Dachtbhoy Naoroji, adopted the political goal 
for the country as ‘self-government on colo¬ 
nial lincs‘, whatever, thatmeant. In 1919, a 


‘policy fix the gradual development of local 
self-governing institutions’ produced the 
curious system of diarchy in the provinces, 
under which effective power ronained with 
the governors. In 1935, the above policy led 
to provincial autonomy, which did away 
with diarchy but kept safeguard.s and special 
rc.spon$ibilitics in llie hands of the governors. 

After independence, the confusion con¬ 
tinued. Ihe State List repeated, word for 
word, a 1935 provi.sioii for “local govern¬ 
ment, that is to say, ... municipal corpora¬ 
tions, ... district boards, ... and other local 
authorities for the purpose of .self-govern¬ 
ment’’, but in fact hxal government hardly 
advanced beyond its 1X70 level. A directive 
principle required village panchayats to be 
units of selLgovcrnmcnt but tliis has re¬ 
mained on paper till now. The Sixth Sched¬ 
ule provided for autonomous districts and 
regions in the north-east, hut these were 
cramped for governing .space, "nic states 
have autonomy (though the word is not 
u.sed), but not much more than the earlier 
provinces. There was the transitory experi¬ 
ment of an autonomous state. Meghalaya, 
within Assam, irurrcntly, autonomous coun¬ 
cils arc on the anvil for several areas within 
existing states. ^ 

Looking abroad, most of the independent * 
states that were republics of the splintered 
Soviet Union earlier have been trying to 
regroup as a commonwealth. The inevitable 
implication is (bat the states will lose some 
of their independence and becixne autono¬ 
mous units within the commonwealth rather 
than completely .sovereign countries. How 
much sovereignty has liccn, or will be, sur¬ 
rendered is as yet unclear. What is clear is 
that (he giant state of Russia (RSFR) will 
dominate. But within Russia there are al¬ 
most 90 republics and autonomous regions. 
Some of these, such as Tataiistan, aspire to 
bcccxne sovereign, but must settle for only 
such autonomy as they can individually 
negotiate with the Ru.isian$. 

In western Buronc, when Maastricht takes 
effect, national sovereignties will surely be 
eroded, reducing the 12 member countries 
to autonomous entities in the overarching 


European Community. The process of ero¬ 
sion may not stop there. In west Asia, the 
festering sore of Arab-lsraeli conflict has 
been lanced through an accord which gives 
limited autonomy to the Palestinians in Gaza 
and Jericho. An elected Palestinian council 
will have authority in five spheres: educa¬ 
tion and culture, health, social welfare, di¬ 
rect taxation and tourism. A Palestinian 
police force will look after internal security. 
An Isracli-Paiestinian economic co-opera¬ 
tion committee will work on subjects like 
energy, finance, transport (including the 
Gaza seapext), industry and the media. 

'Lhe above summary, admittiJdly selec¬ 
tive, shows (hat autonomy is highly stretch¬ 
able. At a given time, it occupies such 
governing space at a particular level as can 
be negotiated between the concerned par¬ 
ties. But its stretch is not unlimited. At the 
upper level, it ha.s to remain within bound¬ 
aries set by federal centres as varied as 
Brussels (EC), Minsk (CIS), Tel Aviv (Is¬ 
rael) and New Delhi (the Indian I Inion). At 
the lower end, it must obviously stay above 
a threshold of minimum functions, litis 
critical level is not easy to define, but is not 
indefinable. If its essentials could be identi- 
fted now, the states would know bow much 
is (lie very least that they must endow to the 
panchayats by way of powers and authixity 
to make them recognisable institutions of 
self-government. ; 

III 

Sixty years ago, when the British parlia¬ 
ment was debating the bill which led to the 
Government of India Act, 1935, the then 
. secretary of state for India expressed his 
views on provincial autonomy in words 
which are worth recaillng'. IVovincial au¬ 
tonomy, it may be mentioned, was one of the 
four vital principles of the bill, the otiicrs 
being all-India Iteration, central responsi- 
. bility and safeguards. 

If it were only an administrative problem, 
(he tinte was overdue to take a further step 
upon the road of decentralisation. The old 
government of India wa.'i adequate .so long as 
the problems of government were compara¬ 
tively simple. As. however, they became 
more complex, as political opinion grew up 
in the great provinces, so more and more it 
became inevitable that this step (orwaid 
should be taken on the road of decentralisa¬ 
tion. On the polilic.'il side... it has been 
admitted by almost everyone who has stud¬ 
ied (he problem impartially that the reforms 
made under the Montaguc-Chelmsford 
scheme had outlived their usefulnes.s. 

For both these reasons, it was necessary to 
lake a step forward on the mad to provincial 
autonomy. Provincial autonomy may mean 
one of two things. It may mean a kind of 
glorified county council government, under 
which the centre maintains a considerable 
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meaniR of control over the pro vincet, under 
which the centre makes granls-in-aid to the 
provinces, and under which the centre is 
ready to.intervene when things are going 
wrong with the provinces... I believe myself 
that such a type of provincial autonomy in a 
country as great as India, with all its multi¬ 
plicity of conditions, is totally impracti¬ 
cable. Any system of granls-in-aid and in¬ 
spection from the centre will not work. Lord 
C^rzon tried it a generation ago. Even I^rd 
Curzon, with his great driving force and his 
great administrative ability, failed to make it>. 
work. 

The only wise form of provincial autonomy 
is real provincial autonomy; a form of pro¬ 
vincial autonomy in which the field of pro¬ 
vincial activities is clearly marked out, and 
in which field the provinces are free from 
interference from the centre: a form of pro¬ 
vincial autonomy that is broadly based on a 
wide franchise, in which the agricultural 
classes, the women and the depressed classes 
can make their voices heard; a system of 
provindal autonomy that is not dependent 
upon grants-in-aid from the centre, but sub¬ 
sists upon definitely allocated taxes... In any 
system of real provincial autonomy... it is 
essential and inevitable that law and order 
should not be reserved but should be trans¬ 
ferred. 

It is questionable whether the Act of 193S 
provid^ the wise form of provincial au¬ 
tonomy spelt out above. For every provin¬ 
cial governor, exercising his individual judg¬ 
ment, carried special responsibility for the 
prevention of any grave menace to the peace 
and tranquillity of his province, as also for 
safeguarding the legitimate interests of the 
minorities as well as of members of the 
public services. And since the federal part of 
the act was never enforced, the governors 
continued to take their orders from the gov¬ 
ernor-general under the pre-existing com¬ 
mand structure. From my personal experi¬ 
ence in the political department of the then 
Punjab goveitunent at Lahore, I can testify 
that even simple letters from the centre were 
treated as frrmans not to be trifled with. 

The pity is that wisdom in regard to 
autonomy for the units of the Indian Union 
eluded us even after independence, llte 
damage was done in the crucial period be¬ 
tween the first Independence Day in 1947 
gnd the first Republic Day in 19S0, when the 
rilling elites at the centre were acculturated 
into the inherited system. Over-reacting to 
partition and its consequences, they went on 
ftirther to constitutionalise a strong centre 
and introduce centralised planning. As a 
result, the states today resemble the glori¬ 
fied county council governments the secre¬ 
tary of state bad warned against. The centre 
maintains a considerable measure of control 
over th«n; it m^es discretionaiy grants to 
them, plan and non-plan; and it is only too 
ready to intervene when it likes. The first 
imperative, therefore, is to correct this 
founding distortion and accord the 
statewisc autonomy. 


The second imperative is to apply similar 
wisdom to the question of autonomy for the 
panchayats. This will require the field of 
panchayat activities to be clearly marked 
out. In this field the panchayats must be left 
free from interference from both the centre 
and the states. The panchayats must give the 
deprived sections, especially the poor and 
women, effective governing voice. They 
must not depend on discretionary grants 
from above, but function on the strength of 
statutorily devolved funds coupled with self- 
raised finances. Real panchayat autonomy 
cannot wholly exclude law and order, lor 
local communities need good policing and 
that can come about only if there is a mea¬ 
sure of acaiuntability to such communities. 

IV 

It is clemently that self-government of 
any kind should have not only a clearly 
demarcated field of activities, free from 
outside interference, but also the instru¬ 
ments with which to govern in this field. In 
other words, devolved functions should be 
accompanied by the power to recruit and 
control the personnel required for the per¬ 
formance of such functions. Even the lim¬ 
ited local self-government of the 187(1 vari¬ 
ety gave municipalities and district boards 
this power. The provincial autonomy pro¬ 
vided by the Act of 1935 gave the provinces 
similar power, though restricted by safe¬ 
guards exercisable by the governors. The 
Constitution rightly eliminated the safe¬ 
guards and unambiguously gave the states 
power to regulate the recruitment and con¬ 
ditions of service of state public servants. 

Consequently, when addressing ourselves 
to the question of self-government for the 
third stratum, an essential power the states 
mustendow the panchayats with is the power 
to recruit and control their own staff for the 
performance of whatever functions that are 
devolved to them. The package of devolved 
functions should, of course, be such that 
autonomy at each panchayat level is teal. 
For this, the subjects listed in the Eleventh 
Schedule must be treated as only indicative 
in nature and not exhaustive. Other aspects 
of administration should also be devolved to 
make panchayats truly self-governing. The 
functions that arc devolved may differ from 
state to state, but power to recruit and control 
the connected staff must be there in each 
case. 

India is the only major federal democracy 
in the world that gives constitutional recog¬ 
nition to its bureaucracy. That classic in¬ 
stance of federalism, the US, does not. Not 
do (Canada and Australia. Nor does the Fed¬ 
eral Republic of Germany. The Indian ex¬ 
ception is clearly a legacy of colonial rule. 
Sooner or later, serious thought will have to 
be given to deleting all references to the 
public services in the Constitution. So long 
as these continue, bureaucratic structures 
will remain rigid, defying reform. And pub¬ 


lic servants, noble exc^ons apart, mil 
continue to lake advantage of their security 
to become more inefficient, corrupt and 
uncaring for the public they are supposed to 
serve. 

However, for now, it is enough to note a 
major constitutional inconsistency. As a 
result of the 73rd Amendment, there will 
hereafter be three strata of government: the 
centre, the states and the panchayats. But, 
under the provisions of Part XIV, there will 
continue to be just two levels of public 
services, under the union and in the states. If 
the panchayats are to have their own staff, as 
argued earlier, either Part XIV will have to 
be amplified to introduce a third level, or 
else the state legislatures wfll have to be 
deemed sufficiently competent to endow 
the panchayats with the power to recruit and 
control their own employees. Constitutional 
niceties apart, the state legislatures are best 
fitted to deal with the staff question since it 
is they who will be identifying the functions 
to be devolved. 

The extension of autonomy to areas like 
Bodoland, Jharkand and Lcb Is going to 
open a new and parallel channel of devolu¬ 
tion to sub-state units. This could well set a 
principle on the basis of which distinct 
ethnic and geographical units across the 
country seek autonomous status. Already 
there is talk of autonomy for Cbattisgarh 
and the hill areas of Uttar I^adesh. How the 
autonomy of these units will compare with 
the self-government of panchayats remains 
to be seen. The Darjeeling Gorkha Hill 
Council has, it seems, iRcomc the basic 
model for the new crop of autonomous 
councils, 'fberefore, it is worth noting that 
the DGIIC has more autonomy than the 
panchayats and, in particular, controls the 
personnel deputed to it. Functions and staff 
thus go together. Perhaps this will 1^ the 
case in the councils also. 

It bears repetition that both panchayats 
and autonomous councils must have the 
power to recruit and control their own staff. 
UntU Utey are in a position to exercise this 
power, all existing state employees han¬ 
dling devolved functions will need to be 
placed at their disposal on deputation. But 
this would be just an inescapable transi¬ 
tional expedient, to be gradually phased out 
as and when the panchayats and councils are 
able to recruit on their own. Logically, all 
government posts hi Iherto occujned by per¬ 
sonnel to be deputed should be extinguished 
and fresh recruitment against these cease. 
The deputed personnel could be given the 
option to resign as state government em¬ 
ployees on honourable terms, say, after two 
years, and seek absorption under the 
panchayats or councils, if they are wanted 
thne. 

Such an arrangement, of which the bu¬ 
reaucratic implications may require detailed 
consideration, would eliminate the vertical 
intrusion the state services would constitute 
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in an otherwise horizontal stratification of 
goveniments at state, autonomous .council 
and panchayat levels. 

Indqiendence gave us an opportunity to 
restructure the country's bureaucracy. We 
missed it. For, we not only retained colonial 
structures, complete with oonstitutional rec¬ 
ognition and safeguards, but vastly enlarged 
them. We retained them because the politi¬ 
cal leaders of the early years had too many 
other problems to attend to and, in any case, 
knew too little about administration to touch 
an institution led by the fabled Indian Civil 
Service. We enlarged them because the 
minimal governance of colonial times bad 
to give way to the maximal requirements of 
free India’s welfare and developmental ob¬ 
jectives. Colonial structures were not suit¬ 
able for the new situation, more so as they 
grew to outlandish proportions. But, unfor¬ 
tunately, what had been retained kept ex¬ 
panding. 

The main features of the pre-indepen¬ 
dence bureaucracy were that every govern¬ 
ment employee was (or aspired to be) per¬ 
manent and had statutory security, be was a 
member of some service, every service had 
a cadre, every cadre had posts reserved for 
its members and presiding over each service 
was a cadre management authority before 
which every member's knee bowed for ca¬ 
reer prospects. Sad to say, things are much 
the same now, except that there is more of 
every ingredient; government employees, 
security, services, cadres, reserved posts, 
cadre management authorities and, espe¬ 
cially, bended knees. Over the years, the 
bureaucracy has established a mutually ben¬ 
eficial nexus with the political class. The 
two seem to govern mainly for each other. 
Not surprisingly, an exasperated public holds 
both in low esteem. 

A new stratum of government with free¬ 
dom to devise its own instrumentalities 
offers a fresh opportunity for change. If we 
miss this also, we shall have only ourselves 
to blame for the consequent infl iction on the 
panebayats and the people of an obsolete 
bureaucratic system. If, on the other hand, 
we wish to take advantage of the opportu¬ 
nity, two simultaneous operations will be 
called for. throwing out the old and bringing 
in the new. Neither will be easy, the first 
because everyone (not excluding elected 
representatives) is too.conditioned by the 
past and the second because no one is in¬ 
clined to think of possible alternatives for 
the future. But uidess traditional notions 
like permanent «nployment, security, ser¬ 
vice cadres and reserved posts are cast out, 
the panebayats will be unable to innovate 
instrumenUdities suited to their purposes. 

To break out, the panebayats must ask 
basic questions. Such as: do panchayat gov¬ 
ernments have to rely only on employees as 
their instrumentalities? The answer must 


surely be ‘no'. A number of functions can be 
better performed through co-operative soci¬ 
eties, wlicther for supply of credit or for 
agricultural marketing orfor dozens of other 
things. Dairy co-operatives of the NDDB 
model are a prime example. Still other func¬ 
tions can be entrusted to registered societies 
based on self-help, of which a shining in¬ 
stance is the (iramin Mabila Shramik 
Unnayan Samiti (GMSUS) at Jhilimili in 
Bankura district of West Bengal. Yet again, 
informal assixiations of beneficiaries could 
be left to operate and maintain, for example, 
tubcwells, climinuiing departmental officials. 

Another basic question; must panchayat 
employees be pemianent and secure, ex¬ 
actly as central ,ind stale government ser¬ 
vants? Constitutionally, ‘no’, if power to 
recruit staff is endowed by state enactments 
with no, or minimum, conditionalities. Ad¬ 
ministratively, the principleof accountabil¬ 
ity to the public should take prccodcnceovcr 
the security of employees, though both arc 
important. Any new system will need to 
strike a proper balance between the two 
considerations One way of doing so would 
be through contract appointments, extend¬ 
able if performance is satisfactory but ter¬ 
minable, on suitable notice, if it is not. 
Safeguards against arbitrary or vindictive 
action could be built into contracts in the 
form of dcmocraUc processes to be ob¬ 
served by tire concerned panebayats or gram 
saNias. 

Again: having regard to the problem of 
absenteeism in the rural areas, especially of 
school teachers and health functionaries, 
should panebayats give preference to )(x;al 
candidates? Before constitutiixial experts 
throw up their hands in horror, it may be 
mentioned that concepts like local areas, 
local cadres and preference or reservation 
for local candidates are already there as 
special provisions tor Andhra IVadcsh (Ar¬ 
ticle 37i-U). Ilie question is whether state 
legislatures are competent to incorporate 
similar concepts in the recruiting powers 
they endow to their panebayats. In case the 
panebayats of a particular stale favour pref¬ 
erence for locals, the legislature of that state 
could at least consider the issue. And, in 
case a number of .states feel the same way, 
any possible constitutional impasse could 
eventually be overcome. 

Further should there be reservations for 
women? The National Commission for 
Women is reported to have gone into the 
question and taken the view that reserva¬ 
tions for women, across the board, should be 
examined in the light of Article IS(3) wliich 
permits making special provisions fix women 
and children. More particularly, it considers 
that job reservations for women in panchayat 
appointments would be in consonance with 
the 73rd Amendment which provides for 
one-third reservation of panchayat seats for 
women. Also, sub-reservations for women 
witliin the reserved quotas of scheduled 


castes, scheduled tribes and other ba<lititlij^- 
classes would not violate the basic structaNi^ 
of the Constitution. Until these points are' 
finally resolved, state enactments should at 
least leave the door open for possible reser¬ 
vations for women in future. 

If the stales endow the power to recruit 
and control staff, as they must, should it 
reside wholly or primarily at the district 
level or be spread over district, intermediate 
and village panebayats? In the latter event, 
how should the spread lake place? Ibese 
and innumerable other questions need to be 
discussed and answers found, preferably for 
statewide application. Karnataka introduced 
a state development council (defunct at 
present) composed of the chief minister and 
chairpersons of zilla parishads. West Ben¬ 
gal has before it a proposal to set up an inter- 
zilla council, hopefully more effective than 
the inter-state council at the national level. 
Slate councils such as these would be the 
right forums for basic questions pertaining 
to instrumentalities to be discussed and 
settled. 

PavrscRiPT 

Stale level politicians and state bureau¬ 
cracies arc generally regarded as the main 
obstacles in the way of decentralised gover¬ 
nance. Itmakes little sense for state bureau¬ 
cracies. at least, to want to stay in the line of 
fire any longer. 

At a deeper level, the real villains are 
feudalism and patriarchy. So long as these 
remain the organising principles of rural 
society, little good can be expected from 
self-governing panebayats. For, they will 
only give more power to those who are 
already powerful in social and economic 
terms. Control over the instrumentalities of 
self-government will furtberstrengthen thrir 
hands. ‘Out’ groups of one kind or another, 
especially the poor and women, may well 
come to feel the weight of oppression mcm 
than before. F'or tliem. decentralised gover¬ 
nance could turn out to be a curse rather than 
a blessing. 

Consequently, it is of the utmost impor¬ 
tance that conceited measures be taken by 
the states to break the hold of feudal and 
patriarchal forces, Unless this is done side 
by side with decentralisation, power will 
stay with the few and not pass to the 
people. Not for nothing did West Bengal’s 
programme of rural resurgence have thetwo 
prongs of land reform and panebayats. 

Tills postscript is offered as a warning to 
those who believe that administrative re¬ 
form by itself holds the master-key to the 
success of self-government at the third sbra- 
turn. It is certainly necessary, but by no 
means sufficient. 

(Paper presented by the author at the National 
Conference on ‘Interface between Officials and 
Elected Representative.s in Panchayais‘ at Insti¬ 
tute of Social Sciences, New Delhi, on Novendicr 
8.1993.1 
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NGOs and Women’s Empowerment 

l)«illy Arora 

Vomen and Wasteland Development In India edited by Andrea M Singii and 
teera Burra; Sage I'liblications, New Delhi, 1093; pp 336, Rs 295. 


^ lEVGLOPMfiNT discourse underwent 
'l' iree major shifts in accent in the decade 
' f 80s, reflecting in, one, an increased 
oncem for the protection of environ- 
jenf, two, an emphasis on people’s par- 
' icipation, especially in the protection, 
lanagcment and regeneration of natural 
esources; and, three, the incorporation of 
■■ ender concerns as an important element 
>f development concerns. Ihc growing 
nterest of international agencies, non- 
.overnmental organisations and don<<r 
' gencies as well as the Indian state in 
f nogrammes of wasteland development 
' in the one hand and increasing involvc- 
. nent of women in these programmes on 
• he other both manifests this discursive 
' rantformation and creates further discur- 
i ive space for subsequent policy actions 
j'lnd expectations. It is essentially in this 
.'lontext that one can understand the vari- 
;mu projects on women and wasteland 
levelopment being undertaken by several 
'.ion-governmental organisations in spe- 
local settings. 

■I The book under review, a collection of 
lapers prepared for the ‘National Techni- 
i:al Workshop on Women and Wasteland 
:Development' organised by the Interna- 
I'ional Labour Organisation in 1991, is 
^ilimarily an analysis of the experiences of 
tome 20 NGOs engaged in involving 
!'women in wasteland development in nearly 
tiight states of India. Besides, two detailed 
>;a$e studies of NGOs—People’s liduca- 
[^ion and Development Organisation 
f'PEOO) in Rajasthan and Social Action 
jivith Rural and Tribal Inhabitants of India 
ilSARTlfl) in Gujarat—by Madhu Sarin 
and Chandrika Sharma, and by Madhu 
[Sarin and Renu Khanna, respectively, there 
is a comparative study of 10 Forest 
jProtecton Committees in West Bengal by 
^hilip Vicgiis and Geeta Menon. Vasudba 
phagamwar and Enakshi Ganguli Thukral 
examine the legal issues involved in re¬ 
spect of women’s participation in waste¬ 
land development in the light of experi- 
{EDces of Self-Employed Women’s Asso¬ 
ciation (SEWA), and to some extent 
Vikram Sarabbai Centre for Science and 
Technology (VIKSAT) in Gujarat, while 
^eera Burra’s comparative analysis of the 
pxperienccs of about 20 NGOs looks into 
the relevance of caste, clas.s, tribe and 


gender in shaping the limits and possibili¬ 
ties of involving women in wasteland dc 
vclopmcnt programmes. The first paper in 
the volume, by Martlia Alter Chen, at- 
temptsR) provide a framework for gender- 
basal wasteland development planning 
which, she feels, can be used as a tool for 
designing, implementing and evaluating 
the projects which seek to involve women 
in wasteland development. The last one by 
N C; Saxena, however, differs from others 
in terms of its emphasis on the need to 
adopt a macro-perspective towards the 
problems of p)oor, including women, and 
to introduce policy changes (such as chang¬ 
ing the nature of species planted by s<K'ial 
forestry projects from timber-oriented to 
usufruct-based). Except for him, all other 
contributors to this volume not only focus 
on the activities of NGOs, they also con¬ 
sider NGOs extremely importapt for the 
participation of women in wasteland de¬ 
velopment. The conclusions of the work¬ 
shop, listed at the end of the book, seek to 
create space for NGOs both as a link 
between state and women and as a .s<iurce 
of support to them. 

All contributors to this book admit the 
need for involving women in wasteland 
development. Not because women arc in¬ 
stinctively closer to nature, but because they 
suffer ecological degradation most and af¬ 
forestation projects which are not planned 
around women’s schedules and needs 
often deny them rights which they enjoyed 
before the project started—women’s rights 
to grazing or foraging can be denied 
through conversion of common lands into 
woodlots to which access is restricted or 
closed, and women may lose access to 
private farms for fodder and lops or tops as 
a result of monoculture plantations on 
private lands (Chen: 42). It is not right to 
mythologise women’s relations with na¬ 
ture, argues Burra. The case for gender 
specificity of wasteland development 
programmes rests, in her view, on the 
reality of development programmes and 
women as a sub-group deserve special 
attention to improve their position in the 
family and in the economy (Burra: 273). 

Women’s participation in wasteland de¬ 
velopment varies not only in terms of the 
presence or absence of NGOs in the area 
(as in the study of Viegas and Menon) but 


also in terms of the approach of NCKls (as 
in the study of Burra) and in terms of the 
.s(K-io-cultural context (as evident in the 
case .studies of PEDO and SARTHI). In 
some cases, women’s participation did 
not involve more than being paid wages 
for their labour in plantation; they were 
not consulted in the design, conception or 
implementation of the project, and all 
decisions were taken by personnel techni¬ 
cally qualified in agriculture. In some 
other cases, interest was shown towards 
mobilisation and organisation ptpcesscs, 
and women were encouraged to form 
gioup.s and take part in the decision-mak¬ 
ing activity itself, as in the case of PEDO 
and .SAR'TIII. Some groups have local 
leaders who operate closely with the 
pe<.)plc, others are urban and operate 
thr< >ugh some local staff. Some try to help 
women meet their subsistence needs, oth¬ 
ers are keen to strengthen their linkages 
with the market. Some operate with clear 
guidelines from donors, others enjoy rela¬ 
tively more discretion and arc open to 
demands from the worren concern^. Af¬ 
ter reading through such detailed accounts 
of differences in the approach as well us 
IK'rformance of NCKls, one feels convinced 
that the existence of NGOs by itself does 
not mean much to the reality of women 
and wasteland development. Yet, most 
contributors to this book end up suggest¬ 
ing just the opposite, pleading for 
recognising the significance of NGOs in 
promoting women’s participation in waste¬ 
land development! 

The case for NGOs is made on various 
grounds; 'ordinary, poor, illiterate women’ 
would not have the resources or experi¬ 
ences to deal directly with panchayats, 
bureaucracies, governments and law courts 
(p 18); despite their roles as primary col¬ 
lectors, women have limited legal or tra¬ 
ditional property rights even in CPRs and 
cannot fight the legal battles on their own 
(p 241); and ‘the culture of silence’ inhib¬ 
its women in taking part in decision-mak¬ 
ing (p 204). NGOs, it is suggested, can 
motivate women to organise and take part 
in wasteland development or forest pro¬ 
tection and in the process strengthen them¬ 
selves; NGOs can liaise with governmen¬ 
tal authorities and pick up the legal gaunt¬ 
let on behalf of the village women; and 
NGOs can educate, motivate and orient 
people towards forest protection. For vari¬ 
ous reasons, thus, NClOs are assigned an 
important role in respect of women's par¬ 
ticipation in wasteland development by 
most contributors in this volume. The 
argument appears very logical and valid, 
especially when it is accompanied with 
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empirical evidence from diverse contexts. 
The trouble, however, starts when one 
looks at the manner in which the evidence 
generated by the contributors has been 
overstretched at some ends and under¬ 
mined at others—the conclusions of the 
workshop not only indicate this biased 
interpretation of experiences from the field 
but also how some significant questions 
have not been raised at all. 

The detailed accounts of participatory 
prtx:csses and empowerment activities pro- 
^moted by groups like PHDO and SARl'l II, 
for instance, may give one the impression 
of women actually being empowered. Yet, 
one also knows from the accounts them¬ 
selves that when faced with resistance 
from men, these NGOs Ux^k a com prom is- 
ing stand and tried to go only us fur as men 
would permit. One docs not really feel 
convinced if such empowerment can take 
women very far in terms of their claims to 
an egalitarian social and economic order, 
especially when the exploitative stiuc- 
turcs (>f patriarchy are accepted not as 
targets but confines «>l such empower¬ 
ment. Further, de.spitc all talk of empower¬ 
ment. and of women’s in-depth knowledge 
and know-how about the pr< ipertics and uses 
of various biomass species, their capacity to 
differentiate species, identify varieties of 
trees, bushes, shrubs, grus.scs and medicinal 
herlts, most NGGs place far greater faith in 
modern technologies and make efforts to 
transfer it to women in project areas thniugh 
training programmes—if this docs not re¬ 
flect any contem pt for women’s own knowl • 
edge and technologies controlled by them, 
this also docs not suggest any commit¬ 
ment towards its remaining so. Such bias 
underlies the various programmes of tech¬ 
nical training and assistance provided by 
most NfiOs. Often, the apparent autonomy 
of decisions is already conditioned in the 
pmeess of training, thereby effectively 
reducing participation to its instrumental 
relevance as serving the ends of project 
promoters, 'llic real implications of train¬ 
ing programmes need to be studied more 
closely and their implications for empow¬ 
erment or disempowerment examined with 
care before these arc attributed an in¬ 
creased role by either NGOs or slate. Fur¬ 
ther, the contributors talk of empower¬ 
ment without relating it to the issue of 
autonomy or reduced dependence on out¬ 
side support. In fact, in most cases outside 
economic and technical suppbrt increases 
manifold as a eon.scquence of the entry of 
outside NGOs. Can such increased depen¬ 
dence be interpreted as empowerment? 
These and several other questions arc not 
paid the attention they deserve while dis¬ 
cussing the relationship of NGOs to 
women’s participation and empowermen t. 

The book undoubtedly provides inter¬ 
esting insights into the dynamics of par¬ 


ticipation and non-participation in several 
micro-contexts. Tlic major limitation of 
the book, however, emanates from this 
very context. Meant as it was lo take .stock 
of various projects on women and waste¬ 
land development being undertaken by 
NGOs in various p.trts of the country, the 
analysis is primarily a comparative study 
of the approaches and pet form ante of 
several NGOs in respect of women ainl 
wasteland development. It emanates liom 
a l>clief in the project approach to devel¬ 
opment. Read from the viewpoint of those 
engaged in executing development projects 
in specific legations it may appear to offer 
a wealth of useful suggestions for improv 
ing project pcifoimance. Bui when evalu¬ 
ated from the pers|x:clivc of social scien- 
li.sls and policy researchers, it needs to be 
pul in a broader context. For one Ihing. 
one needs to lx: careful in defining and 
evaluating tlie meaning of such procc.sscs 
as participation, ('an wc, for instance, 
capture the es.sentc and extent of partici¬ 
pation without referring to the extent tjf 
autonomy or capacity for effectively 
utilising the local knowledge system or 
rejecting outside technical supixsrt which is 
implied in it? For another, one has loqualify 
the possibilities <if development—sit women 
or wastelands—by placing it in the overall 
context of problems and(x)ssibililics. The 
limits of m.tking any significant dilfcr- 
ence lo the oveiall situation through a 


limited number of development proje^i . 
undertaken by NGOs, however sincere 
they may be, have to be realised. For, ag 
long as the negative fall-outs of other 
general policies continue pouring into the 
lives of women, and as long as the domi* 
n.int structures of their exploitation, as 
women and as poor women, go 
unchallenged, the possibility of develop¬ 
ment projects changing the conditions of 
their life will remain very weak. Some 
relatively more successful projects may 
provide a basis Rir hope, and may be seen 
as models to be replicated. But the limits 
ol replicability emerge not only from the 
peculiarities of each local context; the 
limits of resources which can be commit¬ 
ted themselves arc also daunting. It is this 
which provides reasons to look for alter¬ 
natives. not only to project approach to 
development, but also lo development 
which IS dc|Kndcnl on outside support, 
and on the honesty, commitment or even 
sensitivity of such support. Even if one 
admits the success of some NGOs in spe- 
eilic Contexts, it is not pos.sible to over- 
l(K>k the negative implications this may 
have for I'ther areas because of their 
ability to divert resources to their own 
area <if operation. The meaning of suc¬ 
cessful piojccls of NCK).s thereftxe needs to 
lx* read without overlooking tlie implica¬ 
tions and limitations which remain unstated, 
though seldom unfcit by those not covered. 
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Carpets of Ugly Design 

Karin Kapaclia 

^ Child Labour In the Carpet Industry: A Status Report by S Vijayagopalan; 
I N^AER, New J>;lhi, 1W3; pp 64, Rs 120. 


THIS short bof)k is based on a survey of 

I i 500children working in tlie carpet industry 
'in the Bhadohi-Mir/apur belt of Uttar 

r . Pradesh. It has a curious provenance, havi ng 
^ f been spons«>rcd by the Development Com- 
) missioner (Handicrafts), Ciovernment of 
. I India. Rather tellingly, the front flap states, 
f “Unless and until the problems of child 
. ^ labour are tacklcil on a war footing, not only 
^ the Indian carpel export trade will he in 
i jeopardy, but every other export-oricnletl 
' handicraft item will be suspect in the mind 
. * oftheimpc«-lcrs“.However,thoughconccrn 
* for “the mind of the impi^rter’’ may have 
: 'I inspired this $tudy,any study ofchild labour 
d is welcome at any time, given the great 
! .t importance of the issue—and the equally 
. I great neglect it has suffered. 

’ i| The most interesting findings of the sur- 

II vey (conducted by the National Council of 
, n Applied Economic Research, who have pub- 
' lisbed the book) are as follows; (1) Child 
" labour is of two, significantly differernt, 

. kinds: family lalxiur and paid lalxiur. (2) 
' While family labour may be countenanced 
** (for various reasons), there is serious ex • 

ploitaiionof children who are pa id labourers. 
>> (3) lliis is particularly because these chil¬ 
li dren come as migrant labour (brought by 
u agents) from impoverislied rural areas in 
:i Bihar, eastern Uttar Pradesh and Madhya 
n^desli and are in the care—or, rather lack 
)i of care—of their employers. (4) Far from 
.| their parents, and at the mercy of their 
^ employers, these children have poor health, 

I are badly paid and "appear to be famished" 
” (p 56); tliey suffer frequent cuts and injuries 
” in their work and 15.4 per cent have tulier- 
culosis. In this connection the autlior states, 
^ "The utter lack of concern by the employer 
H about the seriousness of the health problems 
:i faced by the carpet children can 1^ gauged 
:i by the fact that 87.7 per cent of the children 
'I resorted to self-medication or home rem- 
^ edies" (p56). 

Further, these children arc bonded 
^ labourers: their parents have been given 
^ ‘lump sum pyrnents' of Rs 2,300 to Rs 
2,8(X3 per child. Here the author’s com- 
ments are very sipificant: ‘ ‘Such | bonded) 
"children are required to work for a specified 
" number of years, mutually agreed upt>n by 
the parents and the agents and in the event of 
»breaking the arrangement the parents have 
if to repay the funds with interest. Parails 
[•living below the poverty line who cannot 
il even feed their children, canne\'er repay the 
advance anujunt along with the usurious 
^ rates ef interest. As a consequence, children 
are feveed to work for the employers for 
long periods' * (pp41,43; italic.s added).'flic 
^ Wicl^ ingenuity evidenced here is remark- 
** ■ble<-parcnts are trapped as much as tlicir 
'icbildrcn are; they cannot withdraw their 
'children even if they want to. Given tliat 
these parents are extremely poor and, as the 


autiKir himself repeatedly states, arc "forced" 
to send their children for bonded work, it is 
consequently surprising to find him observe 
(after dc.scribipg the "lack of concern of 
employers”), “'Ihe parents of the carpet 
children appear to he equally unconcerned 
about their wards. As many as 67 per cent of 
the working children complained that their 
parents never visited or corresponded with 
them” (pp .56, 59). Is it not likely that very 
|xior parents would not have the means to 
vi.sit their children—and arc illiterate? 

'I'hc author implies that parents and chil¬ 
dren do rH<t like the kind of education that is 
on offer in rural schrxjis and that lliis is why 
children work instead of going to .school; he 
say s, ‘' Ihe present curriculum [ is perceived) 
as Iwing difficult, e.xpensive and futile" (p 
61) and suggests that “it is up to the govern¬ 
ment to evolve a suitable educational sys¬ 
tem to suit the needs and aspirations of 
ehildren who are normally from the weaker 
sections of society’ ’ (p 61), recommending 
"a vocational training-cum-gencral educa¬ 
tion in schools free of cost’ ’ (p 61) 

With due respect, two points can (vrhaps 
be made here. Firstly, is it not possible that 
it is not the cost of education that dissuades 
parents from sending their children toschool, 
but, rather, dire poverty which makes it 
essential to increase family income through 
paid child labour? 'Ilie author stales that in 
Tamil Nadu, for instance, "free mid-day 
meals, umforms and books have been success¬ 
ful in attracting children to schools” (p 63). 
While this may be partially true it must 
l)e |X)iiitcd out that R Vidyasagar has noted 
that the estimate that there are 10 lakh 


working children below the age of 15 in 
Tamil Nadu is' ‘only the tipoTtiieicdxig' ’—the 
real number is likely to be around four million 
(Vidyasagar 1992:29]. In sbwt there are huge 
numbers of child labourers even in Tamil 
Nadu—because of niral poverty. 

.Secondly, is it not possible that both par¬ 
ents and children show considerable wis¬ 
dom in staying faraway fiom rural schools, 
given that the standard of education on offer 
is often appalling? Field studies have found 
that the education provided is often worse 
than uiicless —\ found that many children 
who had completed fifth standaid (in rural 
Ihmi] Nadu) were entirely illiterate [Kapadia 
forthcoming] while Jean Dreze and 
Mrinalini Saran too have noted (in rural- 
(lilar Pratle.sh) that "the quaIity*of |school) 
services is deplorably low’ ’) Dreze and Sa¬ 
ran 1993; 74). In such a situation, what is the 
(Hiint of sending your children to school? 
Further, to suggest that ’ vocational schools’ 
can solve the problem, is to not recognise 
that many parents are too poor to send their 
children to any school; the family cannot 
survive without Ihe children’s labour. Tliis 
is not to say that we should not be attempting 
to ‘eradicate' child labour—but, rather, that 
to really do so, one has to recognise that it is 
the direct fruit of rural poverty. Until rural 
poverty is seriously tackled, child labour is 
certainly not going to go away. 
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Some Aspects of Role of State in Singapore 

Mukui G Asher 

This paper analyses selected aspects of the role of the state in Singgpore. Over the last three decades, Singapore 
has been able to combine good macro-economic performance and good social and demographic indicators with 
authoritarian policy and corporatist management. Singapore has used market as an instrument rather than as a mechanism: 

The paper discusses the issue of economic boundaries of the state in Sfction II; budgetary policy in Sectiori HI; role 
ofpublic enterprises which has been extensive in Singapore in Section IV; and the Central Provident Fund (CPF), which 
has become an important socio-economic institution, in .Section V. 

The paper cautions that unless certain pre-conditions are met, pursual ofpolicies and style of management similar 
to that of Singapore by others could lead to very different results. Therefore, great care must be tcdcen in drawingjessons 
concerning the role of the state from Singapore's experience. The paper suggests that rapid aging of the population 
combined with affluence would pose aformidable challenge to the policy-makers, and meeting it may require significant 


modifications to the present role of t 

I 

Introduction 

AFTER nearly two and a half decades of 
almost uninterrupted rapid economic 
growth, Singapore is now an affluent soci¬ 
ety, with per capita GNP of US $ 14,210in 
1991.' In this remarkable economic per¬ 
formance, the Singapore .state' has played 
a crucial role. Two major economic func¬ 
tions performed by Singapore are as a 
production base for .selected goods and 
services, such as oil refining, disk drives, 
financial services, and transportation ser¬ 
vices; and as a middleman for the region 
and beyond. Its economy is dominated by 
the multinational com panics (MNCs),'and 
by the state-owned cnlerpri.ses (SOEs), 
which in .Singapore’s case may be divided 
into statutory boards and government- 
linked companies (fil (’s).' The state 
ownership of land increased from 44 per 
cent of total land in 1960 to 76.2 per cent 
in 198S [Lim et al 1988; 1011. Hie land in 
Singapore is usually leased for a long 
period, but its ownership is retained with 
thestate. .Since the early 1990 n. Singapore 
has been making a wmeerted drive to 
regionalise its economy by developing 
investment and other economic relations 
in the region.' Singa|)ore also has high 
saving and investment rate$:‘und high and 
persistent structural surplu.ses in the bud¬ 
get.' In Singapore, economic, social and 
related information is regarded as a strate¬ 
gic resource at the state's disposal rather 
than a public good. In the remarkable 
economic performance and in bringing 
about the present structure and features of 
the economy, state’s role has been vital. 
The state has acted as strategist, planner, 
regulator or enforcer, manager and ad¬ 
ministrator, entrepreneur, social engineer, 
and a direct participant in economic ac¬ 
tivities. In the process it has either set up 


e state in Singapore. 

or has undertaken overseeing responsi¬ 
bilities relating to cultural, .social, politi¬ 
cal and economic organisations and insti¬ 
tutions. 

As Singapore has till now provided a 
viable combination of high growth, good 
social and demographic indicators such as 
educational attainmcnt,‘homc ownership," 
and life expectancy,'" and authoritarian 
polity, with corporatist management," its 
experience is of particular interest to those 
countries which give improving economic 
performance priority over other concerns 
such as political reform. 

.Singapore has used foreign models, at 
times explicitly to support particular socio¬ 
economic strategy adopted. Margolin di¬ 
vides the ideological and intellectual trans¬ 
formation of Singapore into three periods 
since the 1950s These are: “the ‘rcvol i- 
tionary’. Third Worldist one of the oppo¬ 
sition years; the social-democratic one of 
the 1960s; and the Nippo-Swiss’ one of 
the last two decades” (1993: 85). Each 
successive model is more and more 
economy-centred, and so has been the 
case with the Singapore society as a whole 
[Margolin 1993. K,5J. 

A necessary but clearly not sufficient 
condition for an economy-centred society 
is near-monopoly of politics and political 
processes by the governing elite, and de|>o- 
liticisation of the rest of the population 
and of issues. It also requires population 
which is will ing to accept such a focus An 
important determinant of this willingness 
is the ability to provide rapidly rising 
living standards, even to the elderly who 
arc no longer participating in the labour 
force. Thus, authority, both political and 
moral, of the elites and legitimacy of the 
government in an economy-centred so¬ 
ciety are inextricably linked with the 
ability to provide rapidly rising living 
standards. 


This paper examines the role of the state 
in Singapore in selected areas, and sug¬ 
gests possible implications for other coun- 
tries. It is organised as follows. Section 
II discusses the issue of economic bound¬ 
aries of the stale." In the Singapore con¬ 
text. it concerns the manner in which 
market has been used; and steps taken by 
the Singapore government to ensure ef¬ 
fectiveness of its style of economic man¬ 
agement. Budgetary or fiscal policy rep¬ 
resents for any government an important 
instrument to influence aggregate eco¬ 
nomic activity, to assign priorities in gov¬ 
ernment expenditure, and to raise resources 
through tax, non-tax and borrowing sources 
to finance government expenditure. The 
discussion in Section III of budgetary 
policy also briefly touches on the role of 
fiscal incentives in Singapore. A Ivief 
discussion of the role of public enterprises 
including privatisation is provided in Sec¬ 
tion IV. One of the important socio¬ 
economic institutions in .Singapore is its 
national provident fund, called the Central 
I’rovident Fund (CPF). Brief comments 
are offered about the CPF in Section V. 
'The final section provides the concluding 
observations. 

II 

Kconnmic Boundaries of the State 

In the conventional economic litera¬ 
ture, market and government represent 
two alternatives to economic organisation. 
'The balance between the two has under¬ 
gone significant changes over time. Be¬ 
fore the great depression of the 1930s. 
faith in market mechanism and in Adam 
Smith’s ’invisible hand’ under wliicb in¬ 
dividuals pursuing their own self-interest 
were pictured as achieving tlie overall 
maximum well-being of the society was 
extremely high. But the great depression 
of the 193()s revealed in a dramatic man- 
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'' 1»«r failUK of macro-econorn ic co-ordina¬ 
tion; and the second world war demon¬ 
strated possibilities ol effective govern- 
mmf planning and intervention, 'lliis, 
ebnibined with the im[>ortance attached to 
the goals of distributive justice and of 
, positive freedom, designed to improve the 
capacity of individuals to expand con¬ 
sumption demands, meunt that role (>f 
government expanded significantly. But 
su^h expansion led in due course to inten¬ 
sive examination of the concept of gov¬ 
ernment failure. Reasons for such failure 
may be summarised as follows: (i) conse¬ 
quences of many government actions arc 
extremely complicated and diflicult to 
foresee; (ii) government may promulgate 
policy measures, but it has only a limited 
control over relevant variables-, (iii) there 
is a gap between legislation and intention, 
and between those who set broad policy 
framework on the one hand and those who 
frame detailed rules and pri>ccdures and 
who actually implement them on a day to 
day basis on the other; and (iv) different 
interest groups may vie with each other in 
asocicty, and this may complicate the task 
of defining what is overall public interest. 

In addition to the failure in m.acro-cco- 
nomic co-ordination noted alxive, other 
reasons for market failure include mo¬ 
nopoly pc'werf when buyers and sellers arc 
price-makers rather than price-lakers and 
entry and exit barriers arc high), externali¬ 
ties (when actions by an individual or a 
firm affect cost or utility functions of 
others but these do not gel reflected in the 
market); public gixxis (when marginal 
social cost of an additional jrerson con¬ 
suming a gcHxJ is /.cro and when those who 
do not pay cannot be excluded because of 
technical infeasihility or high cost); and 
asymmetric information (when either a 
buyer or a seller has markedly more rel¬ 
evant information in a transaction). How¬ 
ever, as Weimer and Viniiig (1992; 76) 
havenolcd, “market failure is mostlikely 
in situations where information asymme¬ 
try occurs in combination with public goinl 
problems in secondary markets”. 

In addition to the above lyiics of market 
failure, reservations about the cITiciciicy 
of capital and insurance markets, and con¬ 
cern for values other than cflicieiicy such 
as equity, including income amt consump¬ 
tion distribution, Irccdom and human dig¬ 
nity provide the analytical rationale for 
the role of government in the ccom>my. 

Thus, both market and government arc 
imperfect alternatives. Indeed, as Helm 
has noted, ”... economic theory docs not 
provide any evidence to support a general 
preference either for markets nr for plan 
ning’ ’ (1989- 42-43, emphasis in the origi ■ 
nal). A pragmatic approach would Ire to 
assess which of (he two failures is greater 
in a specific situation and context, and to 


then decide on whether market or govern¬ 
ment is more appropriate. If government 
is chosen, it is also necessary to design the 
instruments of intervention in a careful 
manner, taking into account sources of 
government failure noted earlier. 

While (be emphasis in the economics 
literature has been on market and govern¬ 
ment (or planning) as alternative mecha¬ 
nisms, economic success achieved by Ja¬ 
pan and other cast and south-east Asian 
countries, including Singapore, which have 
txrrrowed heavily from Japanese methods 
of economic and to a lesser extent political 
organisation and management, has raised 
many complex issues regarding market 
and government. Friedland has dc.scribcd 
the Japanese policies as favouring “... 
producer over consumers, bureaucratic 
control over political debate and stability 
over innovation” (1993; 12) Indeed, the 
abi>vc policies, and the role of the bureau¬ 
cracy in guiding markets have led some 
analysts .such as ('lyde Prestowit/. Jr and 
Chalmers Johnson to argue that Japanese 
capitalism is different in fundamental ways 
than (he western capitalism, and that in¬ 
ternational economic policies of (he US 
and other industrial countries should take 
them into account IStcrngold 199.3]. 
Sterngold quotes Yasushi Micno. gover¬ 
nor of Bank of Japan, as stating that wc.st- 
ern nations need to study the Japanese 
mrxlcl of economic organisation and that 
lessons from the Japanese model shoulil 
be applied by the multilateral institutions 
in their advice on development strategy 
(1W3). 

The main difference between the con¬ 
ventional economic theory and the west¬ 
ern view on the one hand and (hat of Japan, 
Singapiore and other like-minded coun¬ 
tries on the other is that in the latter market 
is uscii an instrument of policies and goals 
already set as in these countries belief in 
the idea of invisible hand as a mechanism 
is quite weak. As a result, markets in these 
countries arc not free in the western sense. 
Thus, in Singapore extensive govcinment 
landholding noted earlier, combined with 
ex tensive public housing programme have 
rc.sulted in government being a dominant 
player in the real estate and property mar¬ 
ket. .Similarly, government decides on the 
number of certificates of entitlement 
(COlis) to Ik issued in each periixl; but 
then uses auction mechanism to allcxtate 
(hem. (iovemment also decides on the 
.iinount of levies, overall number, and the 
source for foreign latrour, but then allows 
this labour to be allocated according to 
those who are prepared to pay (he result¬ 
ing price. I'hus, market is used a.s an 
instrument because it is regarded as more 
economical in information and adminis¬ 
trative costs, hut not as a mechanism. It 
should be noted that such use of the market 


docs not carry with itnonnative efficiency 
implications which are normally associ¬ 
ated with market mechanism leading to 
Pareto efficiency, under which it is not 
possible to make someone bet ter off with¬ 
out making others worse off. The policy¬ 
makers in Singapore however did ensure 
that state intervention did not ignore the 
disciplining functions of themarket. More¬ 
over, state intervention did attempt to 
reduce uncertainty and risks of business 
through overall policy stability while be¬ 
ing flexible about tactics; by fostering 
optimistic psychology in individuals and 
by skilfully projecting .Singapore and the 
region among investors, opinion-makers 
and others. 

Use of market as an instrument also 
assumes that allocation function can be 
separated from the distribution function. 
When the use of market as an instrument 
is combined with corporatism, almost no 
area of individual's life is theoretically 
immune from the purview of the govern¬ 
ment. This is evident in the role slate has 
played in Singapore, which has touched 
lives of citizens in many diverse areas. 

It appears that Singapore government 
recognised at the very beginning that for 
its method of economic organisation and 
management to function effectively, effi¬ 
ciency-conscious, and resuit-oriented bu¬ 
reaucracy; very high priority to business 
interests and minimisation or elimination 
of illegal payments to those in positions of 
power within Singapore, would be indis¬ 
pensable. Indeed, those entities which are 
unable to match these requirements may 
find that Singapore-type of economic 
organisation and management yield very 
different results. Thus, changing the atti¬ 
tudes and behaviour of the civil servants, 
so that these are consistent with the ruling 
party’s objectives and strategics has been 
a priority ever since the People’s Action 
Party (PAP) formed the first government 
of (he State of Singapore in 1959. On 
September 16, 1963, .Singapore became a 
constituent state of Malaysia. It became a 
sovereign, independent nation on August 
9. 1965. Through various measures and 
policies relating, to personnel, training, 
adoption of information technology (IT) 
in government, review of prtKcdures, rules,' 
regulations, and others, the government 
has lowered compliance costs, both psy¬ 
chic and financial, of day today transac¬ 
tions of general public with the govern¬ 
mental machinery, lire government has 
also taken steps to encourage flexibility 
and responsiveness and adaptability to 
changing market forces and other factors 
by (he governmental organisations. The 
government has set up Corrupt Practices 
Investigation Bureau (CPIB) under the 
prime minister's office (PMO). As Ow 
has noted, "... (he CPIB has immense 
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powm and may cairy out investigations 
of allegations of corruption by civil ser¬ 
vants, other public sector employees, 
Members of Parliament and Ministers. 
The director of CPIB reports directly to 
the Prime Minister* (1986: 247-48). 

The planning process in Singapore cen¬ 
tres around a broad indicative plan and 
several sector-specific physical and hu¬ 
man resource development plans. Cur¬ 
rently applicable indicative plan is the 
Strategic Economic Plan (SEP) which iden¬ 
tifies for targeting 13 industry clusters in 
which Singapore should develop interna¬ 
tional competitiveness, and which aims to 
turn Singapore into an innovation-driven 
economy by the year 2030, with substan¬ 
tial command over economic decisions 
exercised from the headquarters of the 
domestic and foreign firms located in 
Singapore (Ministry of 'I'rade and Indus¬ 
try: 1991]. The sectoral plans include Ur¬ 
ban Redevelopment Authority’s Concept 
Plan, Master Plan for Singapore's physi¬ 
cal development. National Technology 
Plan, National Automation Master Plan, 
and others. 

The following characteristics of 
Singapore's planning process may be 
noted. First, plans areconslantly reviewed 
and when necessary updated. .Second, vi¬ 
sion and objectives of the plan arc clearly 
' articulated, and then communicated to the 
concerned parties, including th" general 
public. Thiid, clear lines of accountability 
and responsibility are assigned. Fourth, 
implementation details as well as results 
arc emphasised. Project planning and 
execution is among the impoi tant strengths 
of Singapore. 


Ill 

Budgetary Policy 

Budgetary accounts of the Singapore 
government are organised around various 
funds. A distinction is made between the 
current or operating expenditure and capi¬ 
tal or development expenditure. The bud¬ 
getary system emphasises efficiency ob¬ 
jective, and as a consequence, relation¬ 
ship between financial and other inputs 
for a given activity or a programme on the 
one hand and resulting output or perfor¬ 
mance on the other is stressed, 'fhe pub¬ 
lished budgetary amounts arc based on a 
mixturcof cash, accrual, opportunity cost, 
and notional cost elements, whose combi¬ 
nation may vary from year to year. As a 
result, budgetary analysis needs to be un¬ 
dertaken with care. 

Tax Polk y 

It may be useful to begin the discussion 
of tax policy by briefly summarising the 
relevant features of Singapore’s revenue 


system. Data for the fiscal year 1992-93 
provided in Table 1 form the basis for the 
summary provided below. 

(1) Total revenue to GDP ratio at 34.5 per 
cent in 1992-93 is fairly high, particularly 
when compared to government expendi¬ 
ture 20.1 (|)cr cent of GDP in 1992-93). 

(2) Tax revenue (at 18.3 percent of GDP) 
accounts for 53.4 per cent of total revenue. 
Unlike the revenue to GDP ratio, tax to 
GDP ratio for Singapore is substantially 
lower than the average for the Organisation 
of Economic Co-operation and Develop¬ 
ment (OECD) countries (38.8 per cent of 
GDP in 1990)." 

Thus, the reliance on non-tax revenue 
and capital revenue combined is excep¬ 
tionally high (46.8 per cent in •1992-93). 
This has three main implications. First, 
the government has considerable flexibil¬ 
ity in raising revenue. In particular, it 
docs not need to rely exclusively on taxes 
if additional revenue is needed. Second in 
analysing the economic effects of revenue 
structure, such as on stabili.satit>n, the cost 
of doing business, and incentives to save 
and to work, exclusive attention to tax 
revenue is likely to be inadequate. Ibe 
effects of various regulatory and non- 


regulatory charges, incidence of 
quisition policy,'* sale (cssentially-le^ 
term lease) of land, pricing policiea e( 
statutory boards, and sources of and coi^ 
paid to generate investible funds, all new 
to be taken into account in analysing tin 
economic effects. The above suggests tbft' 
budget balance (or changes in it) is evei 
less likely to be an useful indicates of tbt 
overall direction of fiscal policy than H 
normally tire case. Third, since a majoij 
portion of income is from capital incomi 
and investment income, and since a sub 
stantial part of the investment income it 
from investments abroad, conservativt 
management of investment portfolio ant 
continued health of the current intemn 
tional financial system are yjtal fo> 
Singapore's fiscal health. 

Persistent government budget surplusei 
has meant a build-up of assets of the 
Singapore government. The assets have 
increased from $ 1,07,300 million or 
March 31,1992, to an estimated $ 1,21,5(X 
million on March 31, 1993 (1993 Budge) 
Document, p 85). I'hese assets may bt 
contrasted with the estimated total expen¬ 
diture and operating revenue for fiscal 
year (April-March) 1993of $ 15,500 mil- 


Tablu 1; ,SiN(iAi‘oitP.--RFVENiiB STRucniRE, FY1992-93* 


tralegory 

Amount 
(.Million $) 

As a 

Per Cent 
of Total 
Revenue 

As a 
Percent 
of Tax 
Revenue 

Asa 1 
PerCeMi 
of 001*1 

1 Total revenue 

2^,832.4 

100.0 

188.1 

34.5 

2 Current revenue 

20,116 9 

77.9 

146.5 

26.3 

3 Capital revenue 

S.715.5 

22.1 

41.6 

7A 

3.1 Sales (lease) of land 

4,^ 26.4 

17.5 

33.0 

6.0 

2 trurrent revenue 

20.116.9 

77.9 

146.5 

26.8 

4 Tax revenue 

13,731.0 

53.2 

lOO.O 

18.3 

S Non-tax revenue 

6.t85.9 

24.7 

46.5 

8.3 

5.1 Fees and charges 

2,04.^.8 

7.9 

14.9 

2.7 

.^.2 Investment income 

3,337 2' 

12.9 

24.3 

4.4 

4 Tax revenue 

1 3.731.0 

53.2 

100.0 

18.3 

4.1 Income tax 

6,738.0 

26.1 

49.1 

9.0 

4.1.1 Individual income tax'* 

I.7I4.I 

6.6 

12.5 

2.3 

4.1.2 Company inconve tax' 

5.023.9 

19,4 

36.6 

6.7 

4.2 Asset taxes' 

1.436.1 

5.6 

10.5 

1.9 

4,3 Import duties 

70‘».() 

2.7 

5.2 

0.9 ! 

4.4 Motor vehicles taxes 

1.548.0 

6.0 

11.3 

2.1 i 

4..5 Hxcisc and related taxes 

1,593.3 

6.2 

11.6 

2.1 i 

4.6 Stamp duties 

671.7 

2.6, 

4.9 

0.9 ; 

4.7 (Xher taxes* 

1.034.8 

4.0 

7.5 

2.3 I 


IdeiKities: Toial Revenue = Current Revenue + Capital Revenue. 

Current Revenue = Tax Revenue * Non-Tax Revenue i 

Notes, a Based on revised estimates. 

b tiDPitt 1992 wasS 14,914.5 million. 

c No figures have been provided for Singapore Technologies Holdings, 
d Estiinated from the as.se.s.<ieJ income tax to individuals divided by total income lax assessed j 
in I9<)|. The ratio in that year wa.s 28.1. From Income Tax revenue, contribution by the I 
Statutory Hoards of S 638.1 million is excluded for calculating the individual income tax | 
revenue. 

c Includes contributions by the Statutory Board.s. 
f Include.-c real estate taxes and estate duties. 

g Includes levy on domestic maids, foreign workers levy and certain other taxes. 

Sources: Calculated from the Republic of Singapore, the Budget for the Financial Year 1993-94, pp S5> 
73; and Republic of Singapore, Department of Statistics, Yearbook of Singapore 1992, | 
Table 4.3, p 81. 
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jlion and $ 17,200 million respectively. 
■The 1993 assets are equivalent to 162.1 
'per cent of the 1992 (iDP of Singapt)rc. 
j The official foreign reserves have in- 
bereaaed from .$ 17,917.9millir>nin 1982io 
65,788.4 i n 19't21 Repu t)Iic of S i ngapore, 
■j Department of Statistics 1993: 223, Table 
4 12-4]. Accumulated balances in the na- 
i.ftional provident hind, called the Central 
■;|^Providenl Fund (Cl’l') amounted to 
'f;S 51,526.9million asatend 1992 (Repub- 
li'Iic of Singapore, ITcpartmcnt of Statistics 
1993: 233, Tabic 12.1*5). 

I While the above are gross and n<'t net 
( figures, (public debt as at end 1992 was 
1 $ 67,2.5.5 million), they do demonstrate 

4 the point that conservative man.igcment 
) of such large balances is vital for future 
t economic and sixiial well being of the 

} i residents of the country. 

, ,j An important and pi,>tcnlially far-reach- 
,g ing institutional development in this con- 
1,1 text is the Fleeted Presidency l.aw (liPI.) 

■ j which came into effect on Novcinlicr .30, 
It 1991. Qualifications needed to be nonii- 
n nated to contest for presidency are set in 
It such a way that at present only several 
]> hundred individuals can potentially qualify. 
t There are two main fi.scal powers under 
i the KPL. The first gives the president the 
It right to veto the annual budgets of the 
K government statutory boards and key gov- 
tt ernment companies if they draw on rc- 
It serves accumulated during the terms of 
II previous governments (definition of rc- 
;t serves is at present somewhat ainbigu- 
. ous). The president also has the power to 
)f scrutinise and if necessary veto any large 
:t item of expenditure by a statutory Insaid or 
3 agovcrnmcnicompany. The second Iisc.tl 
i power allows the president to veto key 
yf public service ap|H>intmcnt.s, including 
i< those concerncil with fiscal aspects 
It The FPL does not forbid the use of 
}j reserves, but requires the concurrence of 
;i thcpresidcnl before this can be done, 'fhis 
i suggests that the president docs not have 
T any direct oversight powei s over the level 
V or composition ol the public sector, though 

5 the president can still influence it through 
II the veto powers. Nevertheless, the F.l’l. is 
it designed to prevent drastic departures from 
• the present public sector arrangements, 
Vincluding almost exclusive reliance on the 
^ national pn.)vidcnt fund mechanism to pro- 
3 vide social security. 

«' (3)In 1992-93, taxes on income accounted 
,p for49.1 percent of total tax revenue. Tlic 
individual income tux however accounted 
foronly ]2.5uflhci(>tal tax revenue. This 
1 is in sharp contrast to the OFC'D countries 
f. where it accounts for about four-fifths of 
[3 the total. As a part of the tax burden of 
t company income taxes is usually assumed 
9 to be shifted forward to c(>nsumers, and 
given .Singapore’s high income status, the 
role ot taxes on income, particularly of 


individual income tax, cannot be regarded 
as being unduly high. 

(4) Motor vehicle taxes accounted for 11.3 
percent of total tax revenue in 1992-93. If 
other types of taxes dependent on motor 
vehicles, such as petroleum excises, and 
motor vehicle related fees and charges 
such as for Certificate of Fntitlcmcnt 
(COF), essentially a licence to purchase a 
motor vehicle, arc included, then the share 
of motor vehicle taxes could increase to 
around one-fourth of the total tax revenue. 
Fxciscs arc levied on traditional items and 
accounted for 11.6 per cent of lax revenue 
in 1W2-93. 

(5) Among the ‘others' category which 
accounted for 7 5 per cent of total tax 
revenue in 1992-93, foreign workers levy 
is quite significant. In this case, govern¬ 
ment not only sets the overall quota, but 
also decides on the share of workers to be 
sourced from various countries, and the 
amount of levies. At the lower end of the 
wage scale, such as to construction work¬ 
ers and maids, it is likely that foreign 
workers’ levy according to the govern¬ 
ment exceeds the wages paid to the for¬ 
eign workers; and it is they who bear most 
of the burden of the levy. l*ricing is used 
to allocate labour, but control is cxerci.sed 
on both the demand and the supply side 
Amount spent on services provided to 
foreign workers is not provided in the 
budget documents, but it is unlikely to be 
significant. 

(6) Singapore does not levy any export 
taxes. The import duties are largely con¬ 
fined to liquor and tobacco priKlucLs, mo¬ 
tor vehicles, and others such as textiles, 
cosmetics and chocolates. Thus, unlike in 
many countries, import duties play only a 
marginal role in the revenue structure and 
in the system of fiscal incentives. 

(7) Singapore docs not levy capital gains 
taxes. The only lax on wealth is estate 
duties'whose revenue importance is negli¬ 
gible. .Some of the cast Asian countries 
such as Taiwan and South Korea have in 
recent years attempted to levy capital gains 
taxes to curb asset inflation in stock and 
real estate markets. Whether similar mea¬ 
sures will be taken in Singa[>orc if the 
asset inflation (icrsisis remains to be seen. 

Introduction of the Goods and Services 
Tax (GST); llic GST is to be introduced 
from April 1,1994 at a rale of 3 per cent.” 
The GST is a type of value added tax 
(VAT) covering all aspects of production 
and distribution. However, because of the 
high exemption level (those with turnover 
ofS.$ 1 million or less arc exempt from the 
tax, but as a result they cannot claim 
refunds on input taxes paid), only 20 per 
cent of businesses arc expected to be cov¬ 
ered under the (!ST. This would turn GST 
into a complicated excise tax with cascad¬ 
ing-type features 


The main offleial rationale for the GST 
is that its introduction will permit reduc¬ 
tions in company and individual tax rates, 
thus helping to keep its tax system interna¬ 
tionally competitive. 

The introduction of the GST is to coin¬ 
cide with various other changes in the 
tax system. Among the most important 
are the reduction in company income tax 
from 30 per cent to 27 per cent; and in 
the top income tax rate from 33 per cent to 
30 per cent, both effective from the year 
of assessment 1994. Other tax measures 
include increase in personal relief from 
S .$ 2,()(X) to $ 3,000; and an annual slid- 
i ng-scalc rebate on income tax.. The above 
changes in income tax, according to the 
government estimates, are expected to 
reduce the proportion of households liable 
to income tax from the present 90 per cent 
to 50 per cent. As Singapore has used 
income tax for a variety of socio-eco¬ 
nomic objectives such as providing incen¬ 
tives for qualified women Ui have more 
children; t<> take care of the aged parents; 
for gifts to approved charities; and to in 
effect differentiate in income tax rates 
between citixens, permanent residents and 
others; lower coverage of income tax as 
well as lowering of rates will reduce their 
effectiveness. 

The GST is expected to increase the 
share of taxes on domestic goixJs and 
services, while reducing the share of in¬ 
come tax. This is expected to move the 
overall tax system in the direction of 
regressivity. It is also expected to increase 
the administration and compliance costs 
of the tax system. 

The tiST will also have important im¬ 
plications for social security financing in 
Singapore, as noted in Section V. 

With the GST, Singapore now has two 
broad - based taxes, namely income tax and 
consumption tax. Since both have the po¬ 
tential to generate significant amounts of 
revenue, (he government is well placed to 
meet increased expenditure, if a policy 
decision is made to do so. 

Role of Fiscal Incentives 

As may be expected from Singapore’s 
economic strategy and from the role of the 
state, Singapore has pursued an activist 
fiscal incentive policy.'* In addition tothe 
incentives contained in the Economic Ex¬ 
pansion Incentives (Relief from Income 
Tax) Act, there are incentives provided in 
the Income Tax Act. Certain tax incen¬ 
tives also exist in the double tax treaties 
which Singapore has negotiated with other 
countries, particularly in treaties with the 
capital exporting countries. While 
Singapore continues to be a significant 
importer of capital, in recent years it has 
also been exporting capital first in the 


1798 


Economic and Political Weekly April 2,1994 



passive form and increasingly in the form 
of direct foreign investment. As a result, 
it faces a complex task in double tax treaty 
negotiations, particularly if it is to adhere 
to the most favoured nation clause in the 
OECD model for such a treaty. Singapore 
has entered into investment guarantees 
agreements with countries such as the US. 
Germany, UK, People’s Republic of China, 
and Sri Lanka. Such a treaty with India is 
being considered. In addition to the Eco¬ 
nomic Development Hoard (liDB), the 
Trade Development Board (TDB), Mon¬ 
etary Authority of Singapore (MAS), the 
National Computer Board (NCB), and 
other bodies have become active in grunt¬ 
ing and monitoring incentives during the 
1980$. In recent years, there has been a 
shift towards promoting service related 
activities at the margin. There are al.$o 
many important types of incentives which 
have not been written into the law, but 
which arc expres-sed by the relevant au¬ 
thorities as administrative or |H>licy deci¬ 
sions. Tlius significantdiscretionury power 
is exercise in .Singapore in granting of 
fiscal incentives. 

Rules and regulations governing the 
entry and operations of foreign enterprises, 
with .some exceptions such a.s retail do¬ 
mestic banking, have been relatively lib¬ 
eral once objectives of significant contri¬ 
bution to the economy and consistency 
with the economic strategy ha/e been 
satisfied. Repatriation of capital, and 
remittance of profits and other capital 
income are allowed with no undue restric¬ 
tions. Ihere arc no local content, technol¬ 
ogy transfer or other such requirements. 
Borrowing by foreign firms liom domes¬ 
tic sources also faces only minor restric¬ 
tions. Foreign lalxiur flow is however 
regulated. 

It is important to recognise that 
.Singapore government has attempted, quite 
successfully, to regard fiscal incentives as 
only a part of overall business environ¬ 
ment; and has regarded incentives as sig¬ 
nals to investors as to where government’s 
energies and imlicics will be focused. It 
has also had an effective pre as well as post 
incentive evaluation programme, llius, 
while incentives are quite generous on 
paper, in practice stringent criteria are 
applied in granting them, particularly 
whether the enterprise granted such incen¬ 
tives will help the economy to reach a 
higher level at the margin. Post-evalua¬ 
tion of incentives has meant effectjvc sun¬ 
set types of policies under which incen¬ 
tives are withdrawn after a certain date; 
and new ones introduced in response to 
perceived need for new niches. 

Concerning the business environment, 
civil service reform has already been 
indicated. In addition, the following may 
be noted. First, the government has 


emphasised relevant and utilitarian in¬ 
vestments in skills formation, particularly 
on technical training. ’This constant up¬ 
grading of technical skills has meant that 
Singapore can not only develop the capac¬ 
ity to move up the technological ladder, a 
move which is essential as its competitors 
catch up," but also provides a real possi¬ 
bility of ovcrcom ing technological depen - 
dcnce implied in the overwhelming im¬ 
portance of foreign enterprises in the 
economy, 'lowards this end, Singapore 
has been providing scholarships to stu¬ 
dents from such countries as India, China 
and Mt-ilaysia for pursuing engineering 
and related technical and professional ca¬ 
reers. There is a provision to bond these 
students, so that their services become 
available to Singapore. This talent-aug¬ 
menting is one of the policies pursued to 
achieve the above objective. ’Fhc second 
asjiect concerns the power of the trade 
unions. In 1968, Singapore enacted two 
important lulxiur legislations which se¬ 
verely circum.scribed union’s power to 
negotiate on economic issues. While the 
F.mploymcnt Act curtailed the power of 
union.s to negotiate fringe benefits; the 
Industrial Kclalion.s (Amendment) Act 
made matters, such as recruitment, pro¬ 
motion. reclassification, transfer, retrench¬ 
ment and dismissal of workers, 
management’s prerogatives, and thus not 
a part of bargaining with the unions 
(Yo.shihara 1976. 12-33]. 


In a recent study, Asher et al conclu^ 
that fiscal incentives regimes in Singkpon 
have enjoyed an overall success, but ^ 
number of agencies involved in initiatlii] 
and implementing incentives increases,« 
political system matures, and as distribu¬ 
tion coalitions take root, greater transp«r-| 
ency, public disclosure, and accounti^il-' 
ity would need to be given greater weightj 
(1992; 126-27). This conclusion is par-! 
ticularly relevant as there does not appear! 
to be any prospect of less activist hscai 
incentive regime. 

Expenditure Policy 

The expenditure policy of the Singapore 
government has the following main fea¬ 
tures. It is designed to keep the level of 
government expenditure low. ’Thus, gov¬ 
ernment expenditure plus net lending has 
declined from 35.89 per cent of GDP in 
1985-86 [IMF 1993:475] to22.21 percent 
of GDP in 1990-91 (Table 2). Unlike in 
the case of revenue, 1990-91 data are used 
because it is the latest year for which 
expenditure data in the IMF format are 
available. Per capita government expen¬ 
diture in 1990-91 wa.s$5,340(Table2). It 
should be stressed that the above figures 
refer only to the general government sec¬ 
tor, and only net lending and grants to 
statutory boards and others are included. 

Second, in allocating expenditure, pri- i 
ority is given to defence, education and | 


Tabie 2: Siniiapore—Level anu Composoion of Oovernmi nt I-xi-ENDmiRE. 1990-91 


(‘alegory 

Amuunf 

I’cr (?apila 
Expen- 
diliirc* ($) 

As a Fropottien of 
Total GDP* 

Expenditure 
lius Net 

Lending 

Aggregate Expendtture 

1 Total expenditure plus net lending 

14.444 

5.340 

100.0 

22.21 

2 Tout expenditure 

14,223 

5.258 

98.5 

21.87 

2.1 Current expenditure 

10,867 

4.017 

75.2 

16.71 

2.2 Capital ex|ienditure 

3,3.S6 

1.241 

23.2 

5.16 

3 Net lending 

221 

82 

1.5 

0.34 

Functional Expetuiilure' 

4 General public services 

897 

132 

6.2 

1.38 

5 Defence and public order and safety 

3.915 

1.447 

27.1 

6.02 

6 Education 

2.825 

1.044 

19.5 

4.34 

7 Health 

652 

241 

4.5 

1.00 

8 Social security and welfare 

300 

Ml 

2.1 

0.46 

9 Housing and community anicnitie.s 

1.121 

414 

7.8 

1.72 

10 Economic aff,sirs and services 

2.362 

873 

16.4 

3.63 

11 Interest on public debt 

2.021 

747 

14.0 

3.11 

Expenditure by Economic Type‘ 

12 Expenditure on good.s and services 

7.193 

2.659 

49.8 

11.06 

12.1 Wages and salaries 

3,780 

1,397 

26.2 

5.81 

13 .Subsidies and other current transfers 

1,653 

611 

11.4 

2.54 


Noitt: a Ehtsed on reddem population of ciuzcas amt permanent residcnls of 2.70SI million in 1990. 
b GUP in 1990 equalled 6S,024 million dollars. 

c Includes net lending. Details may not add up to the total as some items have been omitted. 

Sounes: Calcuiaied from IMF, Goi'tmmenlFinanceSlaltslics Yearbook, /992. Washington. DC. IMF, 
1993; Republic ofSingapore.DepaitmentofStalisucs.l'earliooio/.Vftutsnrs, /992,Singapofe 
1993, Table 2.1, p 9. 
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upjlioinici Mfvice*. Thus, in 1990>91, 
l^penditi^ on defence and public order 
f^ind safely amount to i>.02 per cent of GDP 
;<(Table 2). Even this, rallicr liigh level i» 
|i)nder$tated as in Singapore males are 
^required to di.> two and a half years of 
J;4ational service. The amount paid to them 
fia at below market rates, llie military 
^training however is regarded by the gov- 
iernment as an indispensable past of nation 
fbuilding. and in preparing individual.s for 
; facing economic realities confronting 
Singapore. In 1990-91, education expen- 
. diture was equal to 34 per cent of GDI*. 

' with primary and secondary education re 
eeiving the largest subsidy as a proportion 
of its costs, 'ilie government is to cap the 
' subsidy for tertiary education at 75 (ter 
cent of recurrent costs. With numerous 
scholarships and bursaries available, 

. affordability of education is not a major 
issue in Singapore. Stress on criucatioii is 
■ a part of human resource devebipineni; 
and it is designed to allow rapid restruc¬ 
turing and upgrading of the economic ac¬ 
tivities in Singapore. Expend it uie on eco¬ 
nomic affairs and services e»|uaHed 3 
per cent of GDP in 1990-91 (Table 2) 

Third, expenditure on health and stKiul 
security and welfare is kept low, with 
emphasis on individual or family provi¬ 
sion. 'Hits is achieved by extensive gisv- 
emment intervention on both the demand 
and the supply side of health care The 
objective is to price health services as near 
to true economic cost as {Kss.sibic, with 
provision made for the mo.sl needy. As a 
result government's health cxiseiuliturc 
has declined from 1.64 percent of GDP in 
1981 to 1.0 per cent in 1900-91. Whether 
affluence, rapid ageing, longer life span.s, 
and commercialisation of health sector 
particularly evident .since the mid lOXOs 
will allow this trend to continue rcm.iin.s 
to be seen. Difficult choices lictwcen eq¬ 
uity. efficiency, affordability, and needs 
and demands concerning health care lie 
ahead. The question of social .security is 
discussed in Section V. 

Fourth, since the late 196i)s. providing 
affordable good quality public huu.sing 
has been an important goal of Singapoic 
government. In tnis the government has 
achieved remarkable success (sec noteO) 
The government acquired the land at be- 
lowmarkct prices but it passed on this low 
land cost, until rccetply, to the public, 
while simultaneously ensuring that the 
Housing and Development Board (111 >11) 
and other such bodies had man-.igcnieril 
culture and expertise to build gi sid qu.dity 
housing at relatively low cost on a mas-, 
.'.scale. Tlte CPF scheme provided the means 
’to the general public to purchase public 
housing; and the centralLscd nature of the 
scheme meant negligible default rales. It 
also made available enormous amount of 


data which could be used fev sbeh) eagio 
ncering and economic planning. In the 
first half of the 1980$ when the public 
bousing programme was expanding rap¬ 
idly. net lending was an important item of 
expenditure (it accounted for 8.67 per cent 
of GDP in 1985 86). But with the 
programme now ai a lower level, and 
because of revision in pricing and ac¬ 
counting procedures of the HDB. net lend¬ 
ing has become much lower, accounting 
for only 0.34 per cent of GDP in 1990-91. 

Fifth, even though government has bad 
•in ovciall budget surplus since 1968, and 
us external debt i.s negligible (less than 
0.04 per cent of total debt in 1992) the 
liitcrc.st expenditure in 1990-91 was 
cqiiivalcn! to 3 11 per cent of GDP. or 14 
pcrcciil of Ivitai cxfu-nditure plus net lend¬ 
ing (Table 2). .Singapore’s internal debt 
has increased from 5 19,855.7 million in 
1982 'o.li (>7,228 million in 1992 |Rcpub- 
licol Singapore. Depaitmenl of Slatistic.s 
1993: 254,'I'ablc 13 Sj.Thisdebt isi.ssucd 
in the main to satisfy the .statntorv' require¬ 
ments of ihe. linanciai institutions, includ¬ 
ing of the CPF. Indeed, almost,ill of ( PF 
assets of S 5 51.526 9 rnillion in as .vt end 
1992 were in Singapore guvcrnmcni secu¬ 
rities The government in turn invcsislhesc 
funds at homo and abroad, though the 
details of jxirifolio arc not made publicly 
available. 

Sixth, in 1990-91, wages and salarie.s 
accountcil for 26.2 |>cr cent of total expen¬ 
diture plus net leiKling oi 5.81 (vrcciU c;f 
t IDP. The government considers it e.ssen- 
tial that It is able to attract highly qualified 
technical and protcssional manpower. It 
IS willing to provide the employees with 
competitive compensation package, 
though recent medical benefit revi.sions 
ti>r both existin.i: as well as new civil 
servants and employees of statutory boards 
have cie.ucd .some concern among them. 
At the same lime, productivity, perfor- 
maiu'c and bchav tour of the civil .servants 
arc ch sscly monitored to ensure efficiency 
and mminii.se principal-agent problems. 
The civil ^ervice rules arc flexible enough 
to enable induction of individuals with 
necessary talent and expertise. Scholar 
ships accompanied by service bt'nds arc 
ii.scd extensively to attract and retain tal¬ 
ent in the civil .service. Corporatisation of 
certain government dcparinicnis and divi¬ 
sions has been used to provide greater 
flexibility in pcr.sonncl policies. 

IV 

Public FnterprfseK and 
Privatisation 

A:-, noted, public enterprises has played 
aiuixiciisivc lolein Singa|)<)rc'.s economic 
development As T'an has argued, “... since 
the 1960s. staiutiTy boanis have played a 


catalytic rote in I 
ties and identifying the main. U^ttii of 
the government’s development pcdiciet 
for the private sector to follow through” 
(1992; 13). 


Two main types of public enterprises in 
Singapore are statutory boards and gov- 
cfnment-Iinked companies (GLCs). Statu¬ 
tory boards are autonomous organisations 
set up by specific Acts of Parliament. 
Their autonomy permits greater commer¬ 
cial flexibility. Recently, the Inland Rev¬ 
enue Authority, which collects income 
tax. property tax and other mainly direct 
taxes, have been turned into a statuttxy 
authority. Almost all infrastructural, pro¬ 
motional, and public utility>services are 
provided by statutory authorities in 
Singapore. While they enjoy managerial 
flexibility, they are controlled by a small 
group of individuals. 

Ttic activities of the statutory boards are 
complemented by the GLSs which are in 
turn owned through three major holding 
companies. ITiey arcTemasck, Singapore 
Technologies and Ministry of National 
Development, MND Holdings. TbeGLCs 
arc also controlled by a small number of 
individuals. 

Recent initiative of the government to 
develop an external economy is also 
being led by the statutory boards and 
GIX's. Many OI-Cs such as, the Develop¬ 
ment Bank of Singapore (DBS), 
Semhawang Group, Singapore Technolo¬ 
gies, Keppel Corporation. TDB Holdings, 
and Singapore Telecom have been aggres¬ 
sively expanding abroad, often in partner¬ 
ship with domestic and foreign private 
sector firms. As an example, a consortium 
of Singapore companies which will hold 
40 per cent of total equity (with another 
40 per cent held by the Tata Group and 
the remaining 20 per cent by Karnataka 
state government) in the Bangalore Infor¬ 
mation Technology Park in India to be 
completed by 199S, and whose total cost 
is expected to be Rs 4,823 million, 
includes two GLCs and three private 
sector firms. Moreover, public enterprises 
are not confining their activities to a 
particular area as evidenced by the 
Singapore Technologies, a defence sector 
company, teaming up with othdrs to oper¬ 
ate a family-dining chain across ten coun¬ 
tries (Siraiis Times, Singapore, October 
27,1^3: 40). This is consistent with the 
trend in cast and south-east Asia where 
military has been involved in a wide range 
of defence as well as non-defence related 
ventures. 

Statutory boards and GLCs have been 
provided with task oflibsorbing technol¬ 
ogy and becoming a counterweight to the 
multinational enterprises. They have also 
been in the forefront of promoting use of 
information technology, and spearhead- 
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The |(}veriiment has kept (he subsidiet 
to public tector euicrprises at minimum; 
and has set bencb-marics for them which 
not only retain but improve on Singapore’s 
international competiti veness. At the same 
time, potential entry in the domestic arena 
and regulatory policies have been man* 
aged in such a way as to permit public 
sector enterprises to obtain high level of 
profits essential for upgradation. The bal¬ 
ance between the profit-orientation and 
public service-orientation is overwhelm¬ 
ingly in favour of the former. 

The- issue of public-private mix and 
privatisation has also bwn discussed in 
Singapore. But privatisation is an elastic 
term and a variety of measures are usually 
included under this term (see figure). 
Singapore has emphasised cost recovery, 
user fees, corporatisation and partial di¬ 
vestment, i e,divestment without giving 
up control among the variouj aspects listed 
in the figure. Government’s privatisation 
programme, spelled out in a 1987 Report 
of the Divestment Committee, is designed 
to broaden and deepen the stock market. It 
is al.so designed to permit relatively 
younger middle level technocrats in the 


nitiea, thus helping to retain than in the 
public sector. It does not envisage 
privatisation as a wi^ to spread risks asso¬ 
ciated with choosing technologies, mar¬ 
kets, and products (»r to introduce a diffor- 
ent management culture. The programme 
is also not being envisaged to jvomote 
local private Hrms. Instead, these firms 
are encouraged to team up with govern¬ 
ment enterprises both at home and abroad. 
It should stressed that the impetus for 
divestment in Singapore has not come 
about because of such traditional reasons 
as the lack of technological dynamism, 
inefftciency, or drain on budgetary re¬ 
sources by public enterprises. Indeed, 
government enterprises have continued to 
expand scope of their activities, and their 
number has also been increasing. As their 
number and scope expand, there will be 
increasingly need to co-ordinate their de¬ 
cisions and activities, so as to prevent 
macro-economic failure and to ensure 
that their activities are consistent with 
public interest and objectives. This repre¬ 
sents a formidable challenge to the 
policy-makers and its importance is likely 
to grow as public sector co-ordination 
problems become more complex, and 


material ino^vM to jdn public 
organisations. 

A strong case can be made that in m 
Singapore context, its privatisatih^ 
programme will make the role of govern^ 
ment even stronger and more extensive,^ 
This is because there is an overall budg«^ 
surplus, so the divestment proceeds ««; 
not needed to either reduce taxes or ex-;) 
pand expenditure. Instcol, these can be 
invested at home and abroad. Since (Uy 
vestment of such public enterprises air. 
Singapore Telecom, Singapore Airlinse 
and others has usually been partial whiek. 
allows retaining control by the govwn-; 
ment even as divestment proceeds givti' 
greata control over flnancial weaiUi ta; 
the government. If this wealth is used to' 
rationalise public sector portfolio, ovarr 
time (be public sector could emerge stroa-' 
ger. This is likely to be the cage iii( 
Singapore, 'fhus, public enterprises vrill 
continue to play a dominant role io. 
Singapore. The government will continue 
to regulate competition to ensure adequMe 
profits to these enterprises; linking effi-: 
ciency with international competitiveness 
and trying to achieve them through atjmin* 
istrati ve and political leadership. Producer. 
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The whole range of market-oriented transformation initiatives 

AITecting 
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Performance 

Finance 

Organisation 
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Divestment 

Contracting-Out 

User Pay 

Coiporatlsallon 

' 

The transfer of ownership 

An external entity is paid 

The main reliance is on 

The transformation of a 
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by: 

IVivate offer of shares 

to (lerform a service. 

financing by the users. 

government body in a 
Companies Act Company. 

Any measure aiming to 
increase competition and 

Public offer of shares 

Agency 

Cost Recovery 


provide freer access to the ’ 

Restricted .sale or lease of 

The transfer of the 

The consumer is called to 

Performance-Rcialcd 

market. 

assets, c g land 

performance to a subject 
who acts in name and on 

finance more heavily the 
current operations of the 

Incentives 

Deregulation 

Managcmcnl/Eniployec 
Buyout (MBA) 

behalf of the SOE 

firm. 

Memorandum of 
Agreement (MOA) 

The removal of government. 
imposed restrictions on any 

Ownership is transferred to 

Franchise 

Contractor Equity 

Agreements between PBs 

level or type of economic 

a group ai managers and/or 

The lease of the enterprise 
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activity. 

employees of the firm. 

to a firm who pays to 

“Build own and operate'' 

objectives and other aspects 



acquire the tight and bear 

(BOOs) contracts; “Build 

of a RE or group of PEs. 

Demonopolbation 

Leveraged MBO 

ail the entrepreneurial 

own, operate and transfer’’ 


The removal of rules 

The MBO if financed 

Uirough credit from the 
financial sector or by the 
seller itself (the state). 

Employee Stock 

Ownership Plan (ESOP) 
Special financial arrange¬ 
ment promoted by the SOE 
to minimise the financial 
burden to the employees. 

Dilution of .'ownenhip. 
AHowiag new private 
investments in the SOE. . 

effeew. 

(BOOTS) contracts. 

Fragmentation 

The breaking up of a firm 
in a number of separate 
entities. 

ensuring monopoly or 
quasi-monopoly market 
by non-renewing 
investments and allowing 
investments from the 
private sector. 


Source: Adopted from Asher and Strazsulo (1992:138). 






interests will continue to receive priority 
over consumer interests. Privati.sation 
exercise in Singapore is a g(Kxl example of 
the maxim that the effects of a public 
policy should not be judged by the lalKl 
given to it. 

V 

Central Provident Fund 

The publicly-mandated arrangements for 
providing social security in Singapore con¬ 
sist of the Central Provident Fund (CT’F) 
system and an extremely limited 
programme of public assistance. Among 
the high income countries, Singapore is 
alone in adhering to the provident fund 
mechanism; others use a combination of 
social insurance, social assistance and 
social allowance in their social security 
arrangements, llic government is deter¬ 
mined to continue the present system as 
long as possible. Affluence, demographic 
transition such as rapid aging" and below 
replacement rate fertility levels," and 
political aspirations for participation, par¬ 
ticularly by the aged, could significantly 
influence the outcome, however. 

The CPF system which began in 1055 
has evolved since then to become the 
dominant social security institution in 
Singapore. Indeed, a wide range of 
schemes under it, including home owner¬ 
ship, investment, health care, various types 
of group insurance along commerci al lines, 
and others, have been intrixiuced over the 
years (Table 3). As a result, the mechanics 
of the system have become exceedingly 
complex in spite of being a compact city 
state, in 1990. 

The CPF is financed through mandatory 
contributions from employers and em¬ 
ployees. The rate of contribution since 
July 1993 has been 18.5 per cent for the 
employer and 21.5 per cent for the em¬ 
ployee. 'Ilie rates arc however expected to 
be equalised at 20 per cent each by July 
1994. Such high rales arc designed to 
generate sufficient forced savings for hous¬ 
ing, health care and other needs during the 
working life, and still have sufficient 
amount left over for retirement. Fven then 
in 1992, average balance at IIk withdrawal 
age of .55 was only $ 24,223, insufficient 
to finance retirement [Republic of 
Singapore, Department of .Statistics 1993: 
234, Table 12.161. The CPF system, how¬ 
ever, does not provide protection against 
inflation, or against longer than average 
span of life. The government is to extend 

retirement age to 67 in two stages from 
the present 55, thus reducing the number 
of years for which retirement financing 
will be needed. 

While the tax treatment on contribu¬ 
tions, interest accruals, capital gains from 
approved investments, and withdrawals is 


generous, the rate of effective return is 
positively correlated with the marginal 
rate of income tax. Thus, the system is 
quite regressive. This will become even 
more .so when GST is introduced, as then 
half the households will get no lax ben¬ 
efits as they will not be liable to income 
lax. Also, as the GST is expected to lead 
to a one-time price increase of at least 3 
per cent, this will act as a lax on CPF 
wealth as their real value will be reduced. 

Since the interest paid on CPF' balances 
wa.s made dependent on the average of 
relatively short-term interest rates, even 
though the CPF funds are of a long-term 
nature, the variable interest has often meant 
near zero or even negative real rate of 
return, particularly if the market basket of 
the elderly is considered. 1'his could ad¬ 
versely impact on social adequacy of the 
scheme as a minimum of 3 per cent real 
rale of return is considered to be necessary 
by social security experts to provide the 
adequate replacement rate, i c, the proptv- 
lion of the last drawn salary available to 
finance old age. There is also an implicit 
tax on CPF balances. Due to the budgetary 
surpluses of the government, CPF' bal¬ 
ances arc largely invested abroad, but the 
probable higher real rate on those invest¬ 
ments is not channelled back to the CPF 
members. 

The above suggests that the CPF system 
has objectives wider than the provision of 
social security. Through the CPF', the gov¬ 
ernment seeks to influence the avenues of 
consumption and savings, as well as to 
exert enormous social, political and eco¬ 
nomic control. It also puts almost exclu¬ 
sive reliance on individual or family for 
the provision of soci.d security. Thus, the 
CPF'system is consistent with the philoso¬ 


phy of the Singapore government coo* 
cerning the role of the state. The Cff^ alto 
permits conservative macro-economic 
policies, as it decreases the level of con¬ 
sumption, and allows socially desired al¬ 
location of income. Lower income tax rate 
made possible by state supported social 
security allows internationally competi¬ 
tive income tax policy to be pursued. High 
contribution rates could however increase 
labour costs to uncompetitive levels as 
happened in Singapore during the first 
half of the 1980s. 

The CPF system is a flexible instru¬ 
ment. lbu.s, if the government does de¬ 
cide to introduce modest social insurance 
elements, the system can be easily modi¬ 
fied to accommodate them. Thus, the cata¬ 
strophic medical insurance scheme, called 
the Medishield scheme, at present covers 
only a handful of diseases; its coverage 
stops at age 70; its iasurance payments are 
not related to income but to age; benefits 
arc limited in amount; and it is not manda¬ 
tory. Making the scheme compulsory, ex¬ 
tending the age and dollar limits and the 
number of diseases covered, could be 
easily done through .social insurance 
type premium arrangements. Thus, CPF 
provides a firm basis for more social secu¬ 
rity system more appropriate for an afflu¬ 
ent society. 'I'he government has shown a 
high degree of pragmatism and 
innovativeness whenparticuiar challenges 
have arisen, and it is likely to do so in this 
case as well. 

VI 

Concluding Observations 

This paper has analysed selected as¬ 
pects of the role of the state in Singapore’s 


'rAHLt 1; Vakious Scmkmes under tukCH\ by 'IVHi and Year of Introduction 


Type 

.Scheme 

Year 

Introduced 

Home 

i) Apiwoved Housing .Scheme 

1968 

ownership 

li) Approved Residential Property Scheme 

1981 

Investmeiii 

i) Singapore Bus Services (1978) Ltd Share Scheme 

1978 


It) Approved Inve.stment Scheme 

1986 


III) Approved Non-Residenlial Propeities Scheme (ANPPS) 

1986 


IV) .Share Ownership Top-up Scheme 

1993 

Insurance 

i) Home Protection Insurance Scheme 

1982 


ii) Dependent's Protection Insurance Scheme 

1989 


iii) Medishield Scheme 

1990 

Others 

i) Company Welfarism through Employers' Contribution 



(COWEC) Scheme’ 

1984 


ii) Medisave Scheme’ 

1984 


iii) Minimum Sum Scheme 

1987 


iv) Topping-up of the Minimum Sum Scheme 

1987 


v) Financing of Tertiary Education in Singapore 

1989 


Nolfs: > Preseni status of the scheme is unclear. 

b iTom July I, 1992 all self-employed people who earn more Uion S $ 2,400 a year must 
cootribuie lo the Medtsave. The initial rate is 3 per cent for all income groups. This rate will be 
raised by one percentage annually until it reaches 6 per cent. 
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ycBunuDi* nw w to aitti^ locieiy lo « 
■hot period of tbtwt thicM dectdei. In 
this traiufonnttion, the state played an 
extensiverole, while its policies have been 
increasingly economy-centred.* llie state’s 
role however has been complex and can¬ 
not be analysed in a simplistic state versus 
maricet dichotomy. Managing interactions 
between the two has been an important 
characteristic of Singapore’s experience. 
Singapore was among the first Asian coun¬ 
tries to allow the use of its territory as a 
production base. It thus was able to 
capitalise on the major waves of outward 
investment from the US, Europe and Ja¬ 
pan to Asia. The state not only ensured 
that multinational operations were highly 
profitable, but it also undertook to build 
social and political cohesion among the 
elites; and took vigorous steps to ensure 
that Singapore prepared for the next stage 
or level of development. In the process, it 
depended on spotting and proflting from 
new activities and niches. This required 
extensive, powerful, but flexible and re¬ 
sult-orient^ planning and execution ap¬ 
paratus. As argued in the paper, the same 
policies and type of role of the state which 
Singapore has pursued successfully so far, 
could lead to very different results under 
different conditions and under different 
political and administrative structures. 
Indeed, as Singapore becomes accustomed 
to its affluence, and as amenities, includ¬ 
ing adequate social security and political 
and intellectual space, become important, 
the role of the state would need to undergo 
significant modifications in Singapore, 
and this will be a formidable challenge for 
the policy-makers. However, given 
Singapore's past record, innovative and 
pragmatic response can be expected from 
the policy-makers to help meet the above 
challenge. 

Notes 

[I would like to thank C T Kuricn and Kamkishen 
Rajao for useful comment. The usual caveat 
applies.) 

* All dollars unless otherwise stated are in 
Singapore dollars. In early February 1994, the 
exchange rate was US $ I = S $ I.S8 approxi¬ 
mately. 

1 Singapore's GDP grew at an average annual 
rate of 8.3 per cent during 1970-80, and at a 
rale of 6.6 per cent during the 1980-91 pe¬ 
riod (World Bank 1993: 240-41, Table 2|. 
The 1991 per capita GNP figure is also from 
the same source. Table 1, pp ^^38-39. 

2 While state and government are distinct en¬ 
tities, given the one-party dominant nature 
of Singapore politics, the two are used inter¬ 
changeably in this paper. 

3 An indication of this domination is that dur¬ 
ing the 1982-92 period, 80 per cent of loUil 
investment commitments in manufacturing 
were from foreign sources (Republic of 
Singapore, Department of Economics and 
SuUstics 1993; 120,Table 6.121. In 1989,in 


ragapera a manunciunag aecwr, lonuga 
tkm (bodi 100 per cent tuid maj^y for- 
eiga owned) accounted for 76.3 per cent of 
gross ouquil, 7341 per cent of value added, 
S9.8 per cent of employment, 86.1 per cent 
of exports, 61.7 per cent of wages and sala¬ 
ries, 73.4'percenlof capitalexpeiiditure,but 
only 23.0 per cent of establishments (Re¬ 
public of Singapore, Economic Develop¬ 
ment Board 1991; 4, Table 4J. 

4 In 1990, revenue and expenditure of statu¬ 
tory boards alone was 17.9 per cent and 13.S 
per cent of GDP respectively (Low 1993; 
173, Table 11.4). The ratios would be con¬ 
siderably higher if the GLCs were added. 
Low also estimates that in 1990, public sec¬ 
tor which includes both government sector 
and statutory boards, had revenue and ex¬ 
penditure equivalent to 44.1 and 34.7 per 
cent respectively, providing an overall sur¬ 
plus of 9.4 per cent of GDP. If current ac¬ 
count surplus of the public sector rather than 
overall surplus is taken as a measure, the 
public sector accounts for more between 
one-half and two-thirds of gross national 
saving. Adding compulsory saving through 
the Central Provident Fund would raise the 
share to around fourth-fifths of the total 
gross national saving accounted for by the 
public sector. As at June 1986 there were 39 
statutory boards, and as at September 30, 
1986 there were .105 GLCs in .Singapore 
(A.<her 1989; 141-42]. Their number since 
then has increased, and the scope of their 
activities has widened, including participat¬ 
ing in joint ventures abroad, mainly at the 
direction of the state. 

5 Curre nt data on direct investment abroad by 
Singapore are not available. But the position 
as at year-end 1990 was as follows. Wholly 
and majority local owned investor compa¬ 
nies in Singapore had set up 1,479 compa¬ 
nies abroad, with investment of S $ 3,423.2 
million: with 84.2 per cent of the companies, 
and 60.7 per cent of the inve.stmeats were in 
Asia, mainly in other members of the Asso¬ 
ciation of Southeast Asian Nations (ASEAN) 
[Republic of Singapore, Ministry of Trade 
and Industry 1993; 105, Table 2). According 
to the same smirce, as at year-end 1990, 
wholly and majority foreign owned investor 
companies is Singapore had set up 829 com¬ 
panies abroad, with total investment of S $ 
4,050.6 million: with 79.3 per cent of the 
companies, but only 37.9 per cent of invest¬ 
ment in Asia. In analysing the Singapore 
economy it is useful to distinguish between 
Singapore-owned and Singapore-based firms 
many of whom arc MNCs with global opera¬ 
tions. The above data do not indicate whether 
the value of direct investment abroad refers 
to equity portion or the total project cost, 
which could include equity share of other 
partners, including from the host countries, 
and debt. It is not unusual for project cost to 
be three to four times foreign equity from 
one country. It appears that the data refer to 
approvals and not to actual disbursements. 

6 In I960, Singapore had a negative saving 
rate of 2.4 per cent of GDP, while its gross 
capital formation was 11.2 per cent of GDP. 
By 1970, the saving and investment rates 
were 19.3 per cent and 38.3 per cent respec¬ 
tively. But by 1992, saving and investment 
rates were 46.4 per cent and 40.1 per cent 


lenpaouvaiy iB^mK siggqponiaHBPs'. 
try ofThufo awHaduitry 1993:130,1liili 
A1.8I. Thiu is little over three deealliMt' 
Singapore haa aol only achieved hi|)i lavw. 
and investor, but has also become a ail 
lender abroad. 

7 Singapore has had as overall budget suiphis 
(tax plus non-tax revenue less current and 
development expenditure)siace 1968 (AAer 
1989: 169, Table S.12]. Singapore’s flscal 
system is discussed elsewhere in the paper. 

8 In 1992, Singapore’s literacy rale was 91.1 
per cent, and 92.8 per cent of children be¬ 
tween six and 17 years of age were attending 
school (Republic of Singapore. Department 
of Statistics 1993:15). 

9 In 1992,87 per cent of-ihe population lived 
in public housing, with 89 per cent of those 
in public housing owning their own flats. It 
should be kept in mind that land on which 
the public housing estates have been buih is 
owned by the state. So the flats are owned on 
a land which is leased. In 1992, per cent of 
total resident population living in owner- 
occupied public flats was 82 per cent [Re¬ 
public of Singapore, Department of Statis¬ 
tics 1993:18). 

10 In 199I,lifeexpeclancyatbiithinSingapoK 
was 74 years (World Bank 1993; 238-39, 
Table 1). 

11 Brownindicaiesthatlhetermcorporatismis 
contentious and ambiguous, but neverthe¬ 
less describes it as referring to ”... attempts 
by an avowedly autonomous state elite to 
organise the diverse interest associaies in 
society such that their interests can be ac¬ 
commodated within the harmonious, inter¬ 
dependent andorgaaic national community” 
(1993:2). 

12 The phrase 'economic boundaries of the 
state* is from Helm (1989). 

13 This and other figures relating to the OECD 
average ate from OECD 1992. 

14 The Land Acquisition Act of 1966 con¬ 
ferred very extensive powers on the state. A 
1973 amendment to the net set compensa¬ 
tion for acquired land at the market value as 
at November 30, 1973 or at the dote of the 
Gazette notification, whichever is lower. 
Market value, in torn, is determined on the 
basis of the existing use or the Master nan 
zoning of the land, whichever is lower. On 
January 12, 1988, an amendment changed 
the pegged price to its market value on Janu¬ 
ary 1. 1986, or its value on the date of the 
notice of acquisition, whichever is tower. 
This is what flowed the increase in owner¬ 
ship of land by the government. Mwe re¬ 
cently, the land acquisition price has been 
brought nearer to market price. But w four- 
fifths of the land is already owned by the 
State, practical impoitance ttfthis is likely to 
be negligible. This act provided consider¬ 
able leverage and flexibility to plan public 
housing, industrial, and commercial devel¬ 
opment. 

15 Foradetailedanalysisofthe implications of 
the GST on the Fiscal System, see Asher 
(1993). 

16 For a more detailed analysis of the role of 
fiscal incentives in economic management 
in Singapore, see Asher, et al (1992) ch 3. 

17 In today's globalised economic environment, 
this aspect has become even more impor¬ 
tant This is because a time period over 
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F i' 4 fiirtlcttiu' location cm expect to 

' retain lit competitive advantage has less¬ 
ened considerably due to severe competi¬ 
tion for iavestmenu and nurkels. As a le- 
- suit, location which do not plan for almmi 
I continuous upgrading soon lose their ad- 
vantage. 

it 18 According to the government estimates, by 
^ the year 2030, one in'every four persons is 
V expected to be above 60, as compared to one 

in every 11 persons in 1990. In the year 
I' 2030, 29 per cent of those above 60 are 
expected to be aged over 75; while one and 
two person households are expected to con¬ 
stitute 31 per cent of total households, many 
>. of which will be elderly [Republic of 
Singapore, Advisory Council on the Aged 
1988:21-22]. 

19 Singapore's fertility rate has been below the 
replacement level since 1975. In 1992, it 
had a total fertility of 1.74, much below 
the replacement rate of 2.10 (Republic 
of Singapore, Department of Statistics 
1993: 34, Table 2.6]. 
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Siinanda Sen 


This paper seeks to providt' an analysis of India's recent external economic crisis, emphasising that the"'; 
developmental dimensions of the crisis are distinct Jrum the short-term liquidity aspects which are paramount to the 
international lenders. The dtscussion in Section ! of the paper of a .set uj conceptua! a\pecis is complemented in Section 
II by an analysis of the turn of events which ted to the crisis. Sec tian ill offers a set of conclusions dwelling on the 
distinction between the exogenous/endogenoiis as well a.s the developmental/finanaal dimensions of the debt problem. 
The two aspects of the debt i.sstie bring to light a .hade ineongriiity between the diagnosis and the remedial measures 
implemented. 


PROBLEMS in India’s external payments 
reached a crisis proportion by the early Vi.)s 
with questionings of the country’s inicrna- 
tionai credit worth in the internationul credit 
market after October 1990. A downgrading 
of the country’s credit-rating which fol¬ 
lowed was matched by a virtual cessation of 
new lending or refinancing of private credit. 
’The country has, since tlieii, been managing 
its difficult external payments balance bniti 
with import compressions and borrowings 
from official bilateral and multilateral 
sources. Of late, the economy has been 
going through a spate of economic reforms, 
'fhese emb^y the structural adjustment 
measures advocated by the multikteral IcikI- 
ing agencies against tx^rmwing at high con¬ 
ditionalities. This has initiated a new wave 
of debates on India’ $ economic policy, dwcl 1 • 
ing on the optimal degree of openness tor 
the econcony. 

The present paper seeks to provide an 
analysis and an account of the manifesta¬ 
tions of India’s recent external economic 
crisis. 'The paper addresses questions re¬ 
lated to the crisis, thcdcvekipmenlaldimcn- 
sions of which arc distinct from the shoil- 
term liquidity (or financial) asixicts which 
are of relevance to international lenders 
Analysis in Section I of a set of conceptual 
aspects is complemented in Section II by an 
analysis of the turn of events which led to the 
present crisis. Section III offers a set of 
conclusions, dwelling on the distinction 
between both the exogenous/endogenous as 
well as thedcvelopmental/financial dimen¬ 
sions of the debt problem Tlic two aspects 
of the debt issue bring to light a Isasic 
incongruity between the diagnosis and the 
remedial measures implemented in terms of 
debt management policics-on development 
in debtor areas as well as on the prospects of 
flnding external markets oq the part of the 
lender countries. 

I 

Some Conceptual Issues 

We want to draw attention to the fact that 
for borrowing economies, problems in their 
external payments general ly relate to a set of 
factors which may be either exogenous or 


ciidugcixius to ii,c doiiic.Ntk icononr.. f"..i 
understandable !e.iM>ns. the ability nl a.,Miiin- 
try to stevr thr-iigh a ditti.iill pay)i:..-i>''. 
silu.ttion Would t'v' relatively wv.ifc as i-xo'; 
enous forces prcv.nl over the ciidogcnou.sly 
determined cm-,- inisiaiices .Such circum 
.stances weaken die c.isc t«'r '.Inciuial iid- 
jijstments in the debtor economies, and also 
the case for dcbi negotiation'; on n ca.sc-bv ■ 
case basis, I'oth'ol which aic .ii:i'li'>rciJ 
Ixirrowcr s'oumr, ilisordcrs .ind remedies. 
'Ihis, however, ;s:i.>t todeny ihe )»>S!.il)iiity 
Ihatcxsigenous (,;<.'or;;aia\ inn* .i turn out 
to lx; fovluiiou-, ii favuuiabie I'.n lors con,- 
bine (o sh-ijx- up ihe Ixxrowine, couniry'., 
external pay mciits 

On ilic whoii.. these' dimcn.smn.s ol '.lie 
external pavniciu-pioblcmfonccnitlK dis¬ 
tinct and rather -I'y in metric a.spccls ot the 
debt i.s.soe, vicv/t-t veiy diffeicntiy by the 
debtors and the riu rnational icndci A debt 
trap, experienced by debtor nations, is often 
conditioned by (aciors whicii are exog¬ 
enously determined for the economy. Ihe 
lender .agencies on their p-ut harp tm the 
short-rundebt uisness indic.nors ai country 
level’ which according to them provide ex¬ 
planations of the debt problem. I hese dw ell 
on :cs-ixvts wliieb .iit of conceni to thc.se 
financial institutions. By and large the domi¬ 
nant view of the lender iiistiluttons has 
identiiicd the endogenous factors as gener¬ 
ally responsible foi the crisis, 'lliisjustifies 
them to cnfoice a .^e^ of remedial mc,isures 
through SAI* and related jxilicies as arc 
supposed to crailic ate the internal (or endo¬ 
genous) malaise in the debt-iiddcn coun¬ 
tries 

Aspects of the payorents crisi.s for a btrr- 
rowing economy, the origins of which can 
be traced back to the externally dcteimincd 
factors, are often lost sight of in these policy 
prescriptions. Tins remains especially true 
with the conventional package of reforms 
which arc generally advocated for the debt- 
ridden countries a.s the mute to balance of 
payments ixljustnicnt. Ihc compulsion on 
the part of these countries to accept the 
norms set by the multilateral funding agen- 
cies(mostly the World Bank and the IMIO in 
the standard packages of structural adjust¬ 
ment programme thus igncs^cs the tact that 


I he pn'bicin.s arc also caused by facton 
'•vli icf I do !:• >1 necessarily have their origin in 
the debioi economy. Examples of suchmi- 
tcrnaliy (leicrmined factors include the stag; 
naiit expirt muiket abroad and the limitM 
prostx-cts of fiesh borrowings as ate faced 
by the developing countries. 

The scc< aid dimension of an external eCo- 
ncniK cri.si.s faced by a debtor country tC'^ 
laU'v to the distinction, often overlooked in 
die literature, between short-run liquidity 
'lidicaiors and the long-term development^ 
a.speci, both relating to the domestic 
c>. onomy Tlicliquklity indicators comprise 
the standard measures of debt serving CSi 
{'ucity including the debt service ratio, die 
debt to debt to exports ratios {oid 
foreign exchange reserves expressed as a 
pioportion of imports. In addition, the tado' 
between shc-rt- to long-term debt, the ratio 
between undisbursed to disbursed debt and 
the level of official exchange reserves net of 
IMF repurchase liabilities also deserve at¬ 
tention. While crucial to judge a debtor 
country'.s short-term liquidity position, the' 
last three mentioned variables are usually 
overhxikcd in the standard debt literature., 
(Increases in shon-tenn credits as pointed 
out in an AMhX Bank study on debt often 
signify arise in debt-related liabilities dur¬ 
ing the short run, an outcome which fre~ 
quenily triggers off ‘defensive’ banking 
action to withdraw these credits, with “the 
slightest uncertainty regarding the credit* 
w<;rlbine,ssof borrower’ ’.') 

Attention may be drawn, at Ibis point, (o 
the pace of real transfers to a debtor counlty^ 
which, at a closer look, provides the linkt 
between domestic accumulation or devel- 
opmeni and balance of payments. It also 
)>rovides the developmental dimension of 
debt a.s di.stinct from the financial or sbort- 
tcmi liquidity dimension. A positive flow of 
real transfer can be defined as the net inflow. 
of giKxJs and services at current prices (ex¬ 
cluding interest payments on foreign loans) 
front abroad.^ In the absence of offsetting, 
changes in domestic savings, real transfers 
can thus 'act a.s a supplement to domestic 
savings available for accumulation. Even- 
when the current account deficit continues 
to widen, net inflow of loans, and as such the 
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ftc>mafaiD*dnisy«nce 
' 1 ^, Mpecially with a ritiog iotcntt 
I OA ^ign debt In extreme cases, 
»real ttansfer may turn negative (the case 
'Mfweiae transfers) with or without current 
nt deficits. The argument can be spelt 
iftdlows: 

:AD,-iD, = M,-X, ...(1) 

IRT,: real transfers tp debtor country 
ag period t; CAD,: current account 
cit during period t; 

'2: debt outstanding at the b^inning of 
‘^Biodt; 

it rate of interest on past loans; 

and X,: value of imports ai^ exports. 

It k possible to show that domestic growth 
Ute in the debtor country (g) is a function of 

tr. 

^Y,-C, + I, + X,-M, 

»egetY,»C, + I,-RT, ...(2) 

»sY,-I,-RT, . 

Wanging, 8 - ^ 

Y 

irhere g: rate of growth of GDP. s' marginal 
Wopensity to save, k: capital-output ratio. 

From (3) it is evident that a rise in RT 
vouM raise *g’ provided ‘s' and ‘k’ remain 
mchanged. Altematively, increases in the 
kbsolule size of a negative RT (implying an 
ttoess of X over M) causes a drop in ‘g’. 

'lowRT»CAD-iD,=D-(a+i)D ...(4) 

%r RT > 0 we need 6 - (a i) D > 0 

Wr«-^ >(a + i) ...(5) 

• D 

^sbers ‘r* is the growth rate of gross inflow 
iC capital. 

Mth heavy debt-serving schedules, the 
.jbbtor nations may be compelled to enter 
bto fresh borrowings, ine>d(ably at high 
looditionalitics, {nimanly to continue with 
Isbt-scrvicings. The structural adjustments 
the. debtor economies often raise their 
npoit propensities, initiated by the import 
jberalisation packages which accompany 
lefonns. While the flow of net finance 
’'gross loans less debt charges) declines, 
liabilities of actual increases in impmts 
Jiay turn out to be rather dim when exports 
^ to poform. The debtor nations are 
dhaa forced to settle for a lower level of 
jual income at which the requisite imports 
'^aUbefinanced.Ihiscanbecharacto'ised 
i a path of import-led GDP compres- 
.* The argument can be supplemented 
Hgure 1 which depicts the sequence of 
impart-led GDP compression. With 
liainant «tport earnings during the short- 
m the X X line is horizontal since exports 
depend on domestic GDP as long as 
are not supply constrained. We also 
out the possible favourable effects on 
n^orts as might cause upward shifts in 
m X X schedule due to changes in dmnes- 


lic policies (eg, devalnatioq Import 
Hberaliaatioo. export subskfies) or foraigii 
income andfor prices. The imp^ fiinctkm 
M M,, shown as a function of domestic 
GDP shifts upward to M, M, with 
liberalisation of imports under debt condi* 
tionalities. With net external finance at zero 
or negligible level, the rise in import pro¬ 
pensity would bring down the equilibrium 
level of C3)P from Y, to Y,, indicating a 
typical process of impcxt-led GpP com¬ 
pression under structural adjustment poli¬ 
cies. It may be here recalled that countries 


bmdeaed tsifa debt arid 

botnswings typically focc cutbedcs in ted 
transfers, whi^ in turn are coosistent wiA 
an import-led GDP compression. 

Corioeptuatising further, (»e can identify 
the three successive phases in a debt process 
udiich generates unfavourable movements 
in a debtor country’s external accounts, 
characterised by continuous declines in the 
flow of real truisfers. Phasel starts with the 
financing of tile real transfer by means of net 
capital inflows. The positive real transfer 
records an inflow of resources. As the gross 


Tasu 1 : CoM'ASA'nvB Dm Psopilb; 1990s 



Total External 
Debt($biID 
1990 

Debt Service 
(Percent 
Exports) 
1989 

Current A/c 
(Per Cent of 
GDP) 

1989 

RealGDP/GNP 
Growth Rate 
(Percent) 
1990 

Inflation 
Cmisumer 
fticesfl^ 
Cent) 1989 

1 Brazil 

113.8 

31.3 

1.3 

-40 

1286.9 

2 Mexico 

96.0 

39.5 

-1.7 

2.5 

20.0 

3 Indu 

71.0 

25.3 

-2.2 

10.5 

6.2 

4 Argenuna 

60.5 

36.1 

-2.4 

-2.0 

3079.2 

5 Indonesia 

55.7 

35 2 

-1.5 

7.0 

6.4 

6 Oiitla 

51.6 

98 

-1.0 

5.0 

16.3 

7 Korea 

36.4 

114 

8.8 

8.7 

5.7 

8 Nigeria 

34.4 

21.3 

-OS 

53 

50.8 

9 Venezuela 

36.3 

25.0 

-7 5 

4.5 

83.8 

10 Philippines 

302 

26.3 

-1.0 

2.5 

10.6 

11 Thailand 

27.0 

15.5 

-2.9 

11.0, 

5.4 


Notf: Recent official ealimatea for GDP growth rate indicate 2.5 to 3 per cent growth for 1991- 
92. The rate of inflation, given by consumer prices, have been 13.1 per cent for 1991-92r 
Unofficial figures for debt and service ratios estimated by the Moody's at 45 9 per cent for 
1 99 1 and 46.6 per cent for 1992 provided all short-term debts and currently maturing long¬ 
term debts are included. See Economic Survey for official estimates. 

Source: Moody's Investor Service, Sovereign Credit Report- India, New York, December 1991. 

Table 2: India’s Balance op Payments 1980-91—CuniiEirr Account 


A Official Scries (SBdlion) 



Exports 

Imports 

Balance 
of Trade 

Interest 

Payments 

Invisible 

Balance 

Current 

Account 

Payments 

1960-61 

1 32 

2.32 

-1.00 

-007 

017 

-0.82 

1970-71 

1.87 

2.43 

-0.56 

-027 

-0.04 

-0.59 

1980-81 

8.31 

15.86 

-7.54 

-0.35 

5.45 

-2.03 

1981-82 

8.65 

15.48 

-6.82 

-0.40 

3 68 

-3.14 

1982-83 

9.45 

15.42 

-5.97 

-065 

3.59 

-2.37 

1983-84 

9.83 

15 51 

-5.67 

-0.84 

3.48 

-2.18 

1984-85 

10.05 

15.71 

-5.65 

-1.10 

3.23 

-2.39 

1985-86 

9.46 

1729 

-7.83, 

-1.12 

2.96 

-4.84 

1986-87 

10.42 

17.74 

-732 

-1 19 

2.73 

-4.56 

1987-88 

12.64 

19.81 

-7.16 

-1.50 

2.31 

-4.85 

1988-89 

14.25 

23.61 

-9.36 

-1.76 

1.31 

-7.99 

1989-90 

16.95 

24 41 

-7.45 

-2.12 

0.61 

-6.83 

1990-91 

18.49 

26.24 

-7.75 

-2.17 

0.02 

-7.72 

1991-92 

18 13 

21.21 

-3.07 

-2.23 

0.05 

-2.83 


B UnoffidaiScilcs 



Exports 

Imports 

Balance 

MTItade 

Interest 

Payments 

Cinient Account 
Balance 

1985 

9.47 

15.09 

-5.61 

1.69 

-4.3 

1986 

10.24 

15.70 

^.45 

2.08 

-3.0 

1987 

11.87 

1765 

-5.77 

263 

-36 

1988 

13.51 

20.09 

-668 

-3.30 

-76 

1989 

16.95 

21.76 

-4.80 

-3.40 

-7j0 

1990 

18.49 

23.69 

-5.20 

-360 

-86 

1991 

19.89 

22.39 

-2.50 

-3.97 

- -36 


Source: A » Government of India. £reMam*cSivrv4y/99i-92. 

B « Moody's Investor Service, Sovereign Credit Ikpoitt bkUn, New York, December 1991. 
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to Phaie B of the debt pro ce w one where 
the real tranafer has already tmnednegati VC. 
This is the phase which chathmriaes a 
epical debt tn^ situation unep iheit of 
default, the debtor is compelled to hooow, 
and the fhianee dpis secured is used to meet 
ehsifes rather than provide for real 
Oimsfers. A process of ea^^tian cuu and 

pmS^tSeeonditional^m padcage) cuts 
back liha iapoit demand of debtors which 
gencraiis i reverse flow of real transfers 
from abroad. Phase 111 starts off with posi- 
dveeuneataceountbal«ices.AsinPhase II, 


raal transftN tolhh«ish(dr>seoi^ 
ues to be negative and tbie deM is serviced 
exchulvely by means of the debtor’s 
exchange earnings. Moreover, the swings in' < 
the cuirent account to a surplus (i e, a oega* 
live CAD) signify an outlow of finances in 
the capital account (o meet the growing 
amortisation payments 
In terms of equation (I), the three phases 
of the debt process can be chvacterised as 
follows: 

PhaseI:RTsrAI3- iD>0andCAD>0 
Phase II. RT:: CAD - iD < 0 and CAD > 0 
Phase III-RT = CAD - iD < 0 and CAD < 0 
It can be noticed from equation (3) above 
that growth rates in the debtor economies 
may not be sustainable with declining RTa 
eventually turn negative during Phases II 
and III An evidence is provided by the low 
and negative growth rates of GDP, matched 
by low/negative RTs experienced by the 
major debtor countries during the 80s. WiUi 
consumer price indices hovering around 
astronomical heights, growth in percapita 
GNP bad actually been negative during 
1980-89 for Argentina, Mexico, Nigeria 
and the Philippines, and rather low in other 
large debtor countnes (see Table 1 for com¬ 
parative statistics on debt). In absence of 
eompensatingmobilisationsofdomestic sav¬ 
ings (which 1 $ difficult to achieve when 
growth rate and/cs- expansions in tradable 
output are low), a narrowing down of the 
real transfers can thus be instrumental in 
initiating declines in the growth rate ofOIX* 
in the debtor economies. If inflation i* un¬ 
controlled in the borrowing econcanies thi* 
also affects the distribution of income and 
hence per capita GDP. 

The literature on debt crisis and its man¬ 
agement has relied on the short-nm liquidtty 
indicators of external debt country level 
data for which is used to advocate remedial 
adjustment policies in the debtor countries. 
While theoretical models, including the eatly 
versions of debt^eum-growth models or the 
more recent models of optimal borrowingl 
(which in turn incorporate the long-tom 
solvency argument stressing pre-com- 
mitted investment targets by debtors as part 
of loan package) were dl concerned widi 
real growth in the debtor country M a pit- 
coniBtion for continuing the ddrt |»ooess, 
the critola choeen by ^ lending agenciea 
to assets debt tmicing capacity bu been 
conristently around the short-term liquidity 
indicators. Failure, on the part of the large 
deblon to maintain a reasonable growth 
leoord does not necessarily tarnish the mi- 
no profit maximising norms of the private 
loidBrB. Instead the interaatioaal financial' 
institutions tend to accept these laqieet as the 
necessary transitional costs for achieving 
allocational efficiency and long-run growth. 

In absence of endenccs to the contrary it fs 
dUUcull to ignore the developmoital di¬ 
mensions of the debt pocess wMch include 




m 



noun 3: Mavamn w Ikdmb (Rum Exchange Ratb, (Juaktum and Omit Value po« Iwom) 
ANO Net NatmmalPnoduct (1985-86= 100) 



, Nous : Ql - OmuE Wn UVI = Unit Vnlue Index, NNP = Net Nntional Product. RER = Rent 
. Rflective Exchange Rate. 


both the dwindling or negative real transfers 
of resources from the debt ridden econo¬ 
mies and the import-led GDP compressions 
in these economies. 

Dimensions of the debt problem which 
ate exogenous in origin and developmental 
in nature need to be handled separately, as 
areas of concern to the developing coun¬ 
tries. The issues are different from the debt 
distress symptoms, characterised as endog¬ 
enous in origin and financial in nature; 
issues which are of special concon to the 
lending institutions and countries. 

II 

Manirestntioiis and Analysis 

Indications of a grave external payments 
front for India was evident to the world 
economy by the early 90$ as Moody's Inves¬ 
tor Service, a leading international credit 
rating agency, put India under credit watch 
in July 1990. Moody's came out with two 
significant country reports on India, one in 
October 1990 and the other in December 
1994.* Concern expressed in the October 
1990 report over die performance of India's 
external sector was followed by an appre¬ 
ciative tone, in the December 1991 report, 
about economic reforms which were 
launched in the country since mid-90s. The 
successful loan negotiations between India 
and the multilateral financial institutions 
like the IMF, the World Bank and the Asian 
Development Bank provided additional 
grounds for optimism in the December 1991 
report. India's credit ratings, however, con¬ 
tinued to be rather low. Thus the Oil and 
Natural Gas Ckxnmission failed to float its 
long-term bonds in the Eurobond market in 
December 1991 wben the country's credit 
ratings against long-term borrowing were 
still as low as B A2. Overall, the country had 


a credit rating as BA2 which has not so far 
improved at the time of writing this paper.’ 

Between April 1984 when India drew last 
from the IMF under the Extended Fund 
Facilities (DFF) and July 1990 when the 
reserve tranche of $ 0.69 billion was drawn 
by the country, no fresh drawings were 
made. It was thus natural that a negative 
flow (or repurchase) from the Fund pre¬ 
vailed during most of the intorvening pe¬ 
riod.* However, with the net flow of private 
credit at its low ebb since the early 80s, the 
country was clearly dependent on high con¬ 
ditionality borrowing from the official mul¬ 
tilateral credit agencies. The latter usually 
are linked to a package of structural adjust¬ 
ments including privatisation and 
liberalisation of markets in die domestic 
economy. As contrasted with die experi¬ 
ences of other heavily indebted countries, 
which successfully re-entered the interna¬ 
tional credit markets by means of the Fund 
Bank and Paris Club negotiated loan adjust¬ 
ment programmes, India has not so far 
succeed to re-establish her credit worth in 
private markets. The phenomenon, in our 
judgment, needs scrutiny and analysis. 

In October 1990 a set of six factors were 
singled out by Moody's’ as responsible for 
the drop in the country's cr^it ratings. 
These included (a) the rise in the debt- 
service ratio; (b) the higher level of external 
commercial bonowings and their impact on 
interest liabilities; (c) increase in the debt to 
export ratio; (d) the Gulf War of 1991 with 
its adverse effects on India's export earn¬ 
ings and flow of migrant remittances from 
abroad; (c) budget deficits with a rise in 
internally held public debt and the growing 
interest liabilities which further fed into the 
deficit, generating inflationary pressures 
within the country, and finally, (0 an ad¬ 
verse international economic environment 


in terms of a recession in the OECD cool 
mies having adverse prospbets for global 
export growth rates. Coupled with the nar¬ 
rowly diversified range of India’s 
exportables, the latter signified, according 
to Moody's, rather poor prospects for India's 
exports. Interestingly enough, the October 
report of Moody's anticipated a potential 
lender risk as might result from the sudden 
opening up of a highly regulated economy 
like India even when the pace of opening up 
was gradual. Therisks wereconsidered tobe 
greater because of uncettainty created by 
the internal political dynamics in India and 
also due to the adverse global economic 
circumstances.* Internal political dynam¬ 
ics, however, continued to prevail in finan¬ 
cial circles, especially with the minority 
status of the present government. This prob¬ 
ably explains a large part of the cunent 
hesitation on part of the world financial 
community to reaffirm their confidence in 
India's credit worth, despite the opening up 
of the economy. 

To ascertain the manifestations of India's 
external economic crisis, it is appropriate to 
look at the changing components of both her 
international accounts as well as her stock of 
foreign assets/liabilities, llic fast deteriora¬ 
tion in India's current deficit during the 
1980s was compounded by a changing mix 
of flnances in her capital account the sources 
of which were cither non-sustainable or 
commercially non-viable. We consider, in 
therest of this section, themagnitude as well 
as the sources of frnancing for India’s CAD 
as took place since the beginning of the 80s. 
This is followed by an assessment of the 
short-run indicators of India's debt-servic¬ 
ing capacity. Finally, a close look at the flow 
of cunent real transfers and the sources of 
their financing completes the picture. 

Deflcils in India’s cunent account wid¬ 
ened considerably during the 80s, both with 
worsened merchandise balance and dimin¬ 
ished migrant income flows, due to the end 
of the oil boom and the Guif War. ftoupled 
with the growing interest liabilities on for¬ 
eign loans, thechanges considerably strained 
the cum nt account balances, as can be seen 
from Table 2. This was matched by a rising 
trade deficit, which went up from roughly 
$ 1 billion during 1960-61 to $7.8 billion in 
1985-86 reaching, after mincvrevorsals, a 
new peak of $ 9.3 billion in 1988-89. The 
major factor responsible was the spurt in 
import payments, which at current dollar 
prices rose more than tenfold between 
1960-61 and 1988-89. Expmt values, how¬ 
ever, were relatively stationary, and export 
earnings at current dollar prices rose only 
threefold during 1960-41 to 1988-89. The 
relative growth in dollar value of imports 
during 80s contrasted the actual declines 
which were rather steep during 1991-92. It 
was the import compression evident during 
the year which also achieved a cut-batk in 
the trade deficit. The latter, at (•) $ 7.75 
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bffliM in 199091 fell to (4$ 3.07 billion 
during 1991-92 (Table 2). 

Tbe second set of forces which initiated 
the adverse changes in India’s current ac¬ 
count during tbe 80s included tbe end of the 
boom in tbe flow of remittance from non¬ 
resident Indians and the steady growth in 
interest payments on externally held debt. 
Private transfers from abroad had emerged 
as important sources of India’s invisible 
earnings from abroad, especially since the 
mid-80s. In 1986-87 these flows exceeded 
other sources of invisible earnings from 
abroad, largely due to the drop in worker 
remittances at end of the oil boom in the 
Middle East. The boom in NRI income 
transfers, however, as we had {xedicted in 
an earlio' paper,* was short-lived and these 
flows dried up at the beginning of the 1990s 
with apprehensions regarding increasing 
politick uncertainties in the country. Si¬ 
multaneously, interest payments on foreign 
loans continued to grow, especially with the 
growth in tbe stock of commercial sources 
of borrowing and in short-term sources of 
flnancesincetbemiddlcofthc80s(Table S). 
With private transfers no longer sustainable 
by the end of the decade, it was not surpris¬ 
ing that the country’s current account deficit 
widened by 1989-90. This was followed by 
reductions in the trade deficit, matched, 
since 1988-89, by less than proportionate 
reductions in the current account deficit. 
India’s external accounts thus reached a 
stage where the CAD could no longer be 
manipulated by controlling the size of the TD. 

Looking at the pattern of India’s CAD 
since the early 80$, it is possible to discern 
throe distinct stages. Ihe first spans the 
earlier half of the decade when trade deficits 
(TD), ranging from $ S.65 to $ 7.57 billion, 
were systematically flhanced by invisible 
surfduses, narrowing down the CAD to a 
range of $ 2.09 billion to $ 2.39 billion. 
Years between 1985-86 and 1989-90 marks 
a second phase with a steady pace of import 
liberalisation and expansions in import bills 
which fed into the widening trade deficits. 
Net invisibles as well as transfers of in¬ 
flows, however, fell steadily during this 
phase and despite temporary drops in TD 
during 1987-88the CAD continued to widen 
further largely because of tbe rise in intnest 
payments. ID as well as the CAD rose 
filler after 1988-89 when net invisible 
earnings nearly disappeared. In effect this 
indicates the beginning at a new pattern in 
India’s external balance; one where trade 
volatility was matched by an uncertain pat¬ 
tern for the inflows of invisibles and trans¬ 
fers, impairing the element of flexibility in 
adjusting tl i current account as annual in¬ 
terest liability in thecurrent account deficits 
rose steadily. Flows of private transfers 
which bad assumed a significance in India’s 
cutient account since 1987-88 alm<»t dis¬ 
continued by tbe early 1990s. The tapering 
off in these net private transfers at end of oil 


boom was followed by Anther shodcs due to 
domestic political uncertainty In India. This 
marics tbe third stage when the CAD re¬ 
flected less of the changes in tbe TD because 
of tbe simultaneous drop in the inflow of 
invisible earnings and the steep increases in 
interest payments abroad. The near disap¬ 
pearance of the net invisible balance (which 
touched a low of $ 0.02 billion in 19^91) 
was matched by steady increase.s in the 
interest bill (at $ 2.17 billion in 1990-91). 
Evidently it became rather difficult to re¬ 
duce the sue of the CAD by means of 
reductions in the ID. (Correspondence be¬ 
tween the TD and the CAD (which in offi¬ 
cial statistics moved in the same directum 
during most of tbe 80s) seems to have been 
disturbed by the 90s as other invisible earn¬ 
ings tended to disappear. (It can be seen 
from data in Table 1 that imports have 
shown noticeable declines during the last 
couple of years. Ihc resulting cutbacks in 
the ID, again, had a less than proportionate 
impact on tbe size of tbe CAD, largely 
because of the drop in invisible earnings net 
of the rising interest bill.) Ihe new pattern is 
evident in the share of tbe CAD as a propor¬ 
tion of GDP, which was higher than the 
respective share of TD as a proportion of the 
GDP. Ihis also indicates the difficulties of 
controlling the magnitude of the CAD by 
means of reductions in the ID. The explana¬ 
tion, as already mentioned above, lies in the 
volatile flows of non-resident income flows 
as well as in tbe build-up of the interest 
lialnlities. Thus the CAD in India no longer 
seems to be amenable to control, by means 
of structural adjustments which can only 
restrain the TD through import com(ires- 
sions. Indeed, the influence of exogenously 
determined factors on the CAD (e g, tliose 
which influence export earnings and tbe net 
flowof invisibles net of interest payments or 
capital inflows net of repayments) seems to 
be more powerful than those of the endog¬ 
enous forces, typically achievable through 
structural adjustments 


The crisis In Inca's balance of payiiM0tf > 
during the late 80$ had its build up in tbit 
early years of the decade, with decisions to 
borrow short-tcmi commercial sources of 
external finance in order to meet wm'sening 
trade deficits Ibis considerably added to 
the already large and inflexible debt so^ 
vices. With exports averaging around 5 per 
cent of GDP during 1985-90 and rising 
marginally to 6 3 per cent by 1990-91, an 
explanation for the widening of the TD over 
1985-86 to 1990-91 has to be sought in tbe 
dynamics of India's import behaviour. We 
have argued elsewhere that a move towards 
import liberalisation, initiated in India since 
the mid-80s can explain these surges in 
imports. Imports were liberalised, not only 
through expansions in the Open General 
List (0( iL) but also through absolute expan¬ 
sions in the ceilings fixed against most 
categories of import licences." Impact on 
tbe import volume can be noticed in the 
doubling of tbe import volume index during 
1978-79 to 1988-89, at a pace which ex¬ 
ceeded Ihe increases in the real NNP index 
during tbe period C'nm pared to the volume 
index of imports, its value index, in ddlar 
terms, showed a steady but lower rate of 
increase (Table 4 and Figure 3). Changes in 
the import volume index can thus be identi- 


Table 4; India's Issorts and UDI* 
1980-81 TO 1991 
(Base 1978-79= 100) 



Import 
V,>lume 
(at 1980-81 
Prices) 

NNP 

(at 1980-81 
ftices) 

Imports/ 
GDP at 
Current 
Prices 

(Percentage) 

1980-81 

137 9 

101.1 

9.5 

1985-86 

182.3 

127.0 

84 

1986-87 

212.3 

131 2 

77 

1988-89 

204 8 

136.4 

79 

1989-90 

224 4 

151 0 

8.0 

1990-91 

NA 

159 6 

8.8 

1991-92 

237.7 

— 

9.1 


Source: Govern meat of India, keonomte Survey. 


Table 3* Debi Indk'aioks roR India 


(Percentaget) 


Years 

(1) 

DS/X 

(2) 

D/X 

(3) 

RA( 

(4) 

sr/i.T 

(5) 

I'D/D 

1983-86 

29.32 

419.66 

40..59 

51 II 

382.46 

1986-87 

34.18 

368.52 

67.45 

53.96 

326.42 

1987-88 

36.07 

333.65 

51 49 

33.33 

337.08 

1988-89 

40.44 

385.82 

34.35 

47.52 

3.32 09 

1989-90 

36.22 

352.76 

23.82 

33.07 


1990-91 

35.44 

349.44 

32.13 

29 78 


1991-92 

36.05 

378.33 

53.73 

27.27 



Symbols: 

DS/X : Debt services (interest + amortisaiion)/exports o( merchandise. 
D/X ; Debt outstaading/exports of merchandoe. 

R/M : Slock of official exchange reserves/annual value of imports. 
ST/LT : Shori/long term private debt. 

UD/D : Stock of undisbutsed private debt/slock of disbursed private debt. 
Sou; Data for last two columns are on a calendar year basis. 

Source: (1) to (3): Ooverament of India, Economic Survey 1992 9.1. 

(4) to (3): Bank of International Settlements. 
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fled as a major factor behi nd (he expansions 
in India’s value of imports For India an 
incivased 'import propensity’ is thus con- 
fumed, with relative increases in the import 
volume index relative to that for NNP at 
constant prices In the same study we also 
have drawn attention to a second dimension 
of import libeialisation in India during these 
years, with cxp<nt linked impert licences 
adding more to the dollar value of imports 
rather than to exports, llie findings put to 
doubt the claim that these import-linked 
export incoitives had actually narrowed the 
gap between exports and imports. During 
19^ difficulties in securing trade and other 
short-term credits forced commercial banks 
in India to deny import financing (trade 
credits), even to those who held valid import 
licences. A large measure of import com¬ 
pression resulted both with these measures 
and later with simul(ane< >u$ deci incs in GI >1’, 
the growth rate of which fell from the 7 per 
cent annual average of the three preceding 
years to 1 .4 percent during 1 WI -02. TIksc 
resulted in abstdute declines in the value of 
impoitsduring 1991-92. llius imports played 
a dominant nde as an explanatory factor 
behind movements in India’s trade bala ice. 

Factors precipitating the external pay¬ 
ments crisis in India during the second half 
of the 80s also included the mixic of financ¬ 
ing the current account deficits which hail an 
adverse impact on the time profile as well as 
the magnitude of debt liabilities, 'fhe pro¬ 
cess depleted the cushions of official re¬ 
serves as well as the stock of unutilised 
credit (including the Fund drawing facili¬ 
ties), which normally provide a short-term 
cushion for external financing. 'Hie result¬ 
ing situation resonblcd what the AMliX 
Bank has described a ’payments crisis’ for 
borrowing countries, one signified by a 
’swing’ from a ’liquidity surplus’ to a ‘pay¬ 
ments gap’.'^ Evidently India was pushed 
from a ‘liquidity surplus’ to a ‘payments 
gap’ scenario during the 80s. Heavy deple¬ 
tions of exchange reserves and a build-up of 
commercially held debt during the late years 
of the 80$ (Table 5) led to expansions in the 
stock of India’s outstanding medium-term 
and long-term debt which, in terms of offi¬ 
cial statistics, went up from $ 22..^8 billion 
in 1985-86 to nearly $ 39.89 billion by 
September 1992. NRI deposits and short¬ 
term credit also rose considerably during 
the period. Table S makes it evident lhal 
shott-term and other commercial borrow¬ 
ings exploded during the second half of the 
80s, adding substantially tothedebt-.scrvicc 
liabilities by end of the decade. 

A steady worsening of the different short¬ 
term debt indicators, tabulated in Table 3, 
supplements the picture. The steady in¬ 
creases in the value of short-term bank 
credit with maturity of one year or less since 
the late 1980s which was followed by a 
sudden drop in NRI deposits and short¬ 
term credit during 1990-91, led to a drop in 


ST/LT during 1990 and 1991 (Tables 3 
and 5). The pattern is similar to a typical 
“triggering of adefensive bank action”, as 
described by the AMEX bank, “...with accu¬ 
mulation of short-term debt by debtor na¬ 
tions followed by a sudden decision on part 
of banks, apprehensive of a debt crisis, to 
curtail short-term credit’ ’.“ Factors as above 
clearly pushed India to a classical situation 
of ‘payments gap’, one which had already 
altered the international rinancial cixnmu- 
nity of possible ‘liquidity shortage’ and the 
political risk of lending to India. In India 
short-term credit of less than one year’s 
duration (both banking and non-hanking/ 
trade related flows) declined signitlcantly 
duiing the .second half of the 80s, thus 
reducing the proportion of short-tu long¬ 
term credit (.ST/I,T). Also, the ratio of 
undisbursed to disbursed credit (UIVD) 
which reflccls the debtor capacity in terms 
of short-term debt management, declined 
after 1989-90. As mentioned earlier, both 
these debt indicators have actually been 
picked up by the AMEX hank as factors 
which may prove crucial for debt manage¬ 
ment in the short run. C'ounUywisc data on 
both .ST/I.T and 1II)/D are available from 
publications of the BIS, supplementing the 
World Bank or the B ISA IFiCi) data on long- 
aiid medium-term external debt. 

Difllcultics in financing the current ac¬ 
count deficits (and especially tlie conUac- 
tual interest payments on foreign loans), 
made it natural that in India there was a cut 
in real transfers from abroad Attempts to 
pnxure external finance to meet the grow¬ 


ing debt service paymeots, ^picalfy Ifldio a 
debt-trap situation, one where the compul¬ 
sive borrowings are no longer availabto to 
finance imports. These aspects of debt-fi¬ 
nance indicate the developmental dimen¬ 
sion of the debt issues, an aspect which as 
mentioned above hardly had much of an 
appeal to the lending agencies. For Iniha 
the current dollar value d" real transfers 
from abroad actually declined both during 
1989-90 and more significantly in 1991-92, 
as can be seen from Table 6. Contrasting to 
the increases in the gross inflows of capital, 
real transfers to India seem to have im¬ 
proved only marginally since the mid-80s, a 
picture which is attributable to the sharper 
increases in the debt-related outflows in tbe 
country’s international accounts. 

F'ur India the stagnating inflows of real 
transfers since the mid-8^ were matched, 
as could lie expected, by increasing difflcul- 
ties of prix'uring net external finance frean 
abroad. Table 6 provides an account of the 
changing pattern of external finances which 
provided fur tbe real transfers from abroad. 
.Sicaily depletions of official reserves seem 
to rule out further possibilities of using 
these primary sources of liquidity (includ¬ 
ing the drawing rights at the Fund) by end of 
80$. Simultaneously, the secondary sources 
(the unutili.scd credit lines) dried off, with 
lower rates of refinancings and issue of 
fresh loans. An earlier phase when India had 
net drawings from the Fund terminated in 
1981 as the country returnedSDR l.S billion 
drawing rights sanctioned under tbe HFF to 
the IMF'. A scries of Fund repurchase ar- 


Tabu. 5: India’s External Dtar (Dlsbursu) and Outstandino) 


A (MIkial SvHrs fS BilU/m) 



1-ong- Term 

I.ong-Term and 

Total Non- 

Short-term 

Tout 


and Medium- 

Medium-Term 

Long-Term Re.sident 

Debt Including 


Term nxicmal 

External 

and Deposit 

lnclu.sive of 

Short- 


Asst stance 

Commercial 

Medium- Account 

Less Than 

Term 



Borrowing 

Term 

Six Month 

Debt 





Matlirity 


1985-86 

22.38 

6.25 

28.63 4.59 



1986-87 

25.99 

- 

6.07 

- 


1987-88 

28.87 

8 08 

36.95 7.77 



1988 89 

28.79 

8.17 

36 96 6.46 

3.86 

53.90 

1989-90 

30.67 

9.33 

40.00 7.13 

5.48 

58.63 

1990-91 

35 09 

1020 

45.29 7.10 

6.00 

63.39 

1991-92 

38.57 

11.70 

50.27 5.60 

5.86 

67.57 

September 92 39 8v 

12.27 

52.16 5.68 

4.14 

71.11 

B Moody’s 

Series 




9 


Long-Term and 

Long-Term and 

.Short-Term Debt 


Medium-Term Debt 

Medium-Term Debt to 




to Official Creditors 

Commercial Creditors 



1985 


25.90 

10.72 

2.24 


1986 


29.60 

12.32 

3.28 


1987 


33.41 

17,46 

a, 3-29 


1988 


33.61 

20.70 

3.39 


1989 


34.75 

23.05 

4.10 


1990 


36.42 

25.23 

5.69 


1991 (esl) 


39.43 

24.80 

5.30 



Source: A - Goveinmeat of Iniiia, Economic Survey 1992-93. 

B = Moody's 1991-92 Investor Service, Sovereign Creelit Report; India 199t. 
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ftBfliiiaati, iitkh MUk^ tlw Miticr dnw> 
iags in tcmi (rf'lbe EFF and othCT wiodowt, 
fctu^ in n negative flow in relatioa to the 
Fond, an outcome which eflectively added 
to the overall annual payments liabilities. A 
changed pattern, with positive inflows from 
die Fund, amounting reflectively, $ 1.21 
union and $ 1.31 billion during 1990 and 
ISKil. indicated fresh drawings, under the 
bead of reserve tranche ($ 0.(S9 billion dur¬ 
ing Jnly-Seplember 1990), the tint audit 
tranche ($ 0.79 billion in January 1991), 
CCCF ($ 1.88 billion during Januaiy-Sep- 
tember 1991) and standby facilities ($ 0.38 
billion drawn over November 1991-January 
1991 out of a total of $ 2.2 trillion) utilisable 
by June 1993. (Tbemajmsourceof external 
finance for India howevo-has so far been the 
bilateral and multilateral sources of 
concessional loans, and can be verified from 
Table S. As a contrast, (vivate sources of 
credit as well as transfers tapered off, at end 
a short-lived boom, by 1990.) 

Despite a significant revival of official 
capital inflows during the early years of the 
9Ch (especially with the favourable loan 
approves with the Aid India Consortium, 
the World Bank, the Asian Development 
Bank and the Japanese Govemmoit) it has 
not so far been possible for India to compen¬ 
sate the sharp declines in private sources of 
flnance, which evidently was relatively sen¬ 
sitive to what they judged as uncertain eco¬ 
nomic and political climate in the country. 
Thus real transfers as well as the CAD 
declined, in terms of official statistics, dur¬ 
ing 1991*92 (Table 2). Evidently, India's 
external accounts was subject to a set of 
adverse circumstances which included both 
declines in {»ivatecapital inflows and trans¬ 
fers, an exhaustion of official exchange 
reserves, and disruptions of the export mar¬ 
kets for commodiUcs and services in both 
theGulf area and in the socialistcountnes of 
east Europe and Russia. Attempts to flnance 
an inflat^ import bill and other external 
liabilities by means of market sources of 
finance during the mid-80s introduced fur¬ 
ther constraints in the country's external 
accounts by the end of the decade 
The countiy had, in these circumstances, 
little option to avoid the situation of a ‘ ‘debt- 
trap", one where fresh (gross) borrowings, 
were no longer available for import flnance 
The import compressions which are forced 
in diese situations are generally achieved at 
cost of domestic growth, especially when 
the countiy simultaneously pushes an im- 
poit liberalisation policy in the domestic 
economy Ariseinimpoitdcpendence,both 
technological and financial, under a 
liberalised trade regime thus poses a prob¬ 
lem as the capacity to import shrinks be¬ 
cause of non-availability of net extonal 
finance. Thus, while the propcstion of im¬ 
ports at each level of GDP goes up with 
import liberaliBation, difficulties of secur¬ 
ing foreign exchange from exports and net 


cqrital inflows ootullrain the growth rale of 
ODP in these bmrowing countries.'’ The 
adjustment in the balance of paymenu which 
then follows takes the standi^ route of a 
deflationary path, as experienced by several 
large debtors in different parts of the world 
(see Table 1 on debt pr^le of the large 
debtors). Such processes typically depict 
the theoretical arguments advanced earlier 
in Section I of this paper. 

Attention may be drawn, at this point to 
the margin of discrepancy tetween the offi¬ 
cial sources and the Moody’s sources of 
statistics on India'scurrent account. Export/ 
import values in the Moody series are re¬ 
spectively bigher/Iower compared to the 
offlcial data souices, as can be seen from 
Table 2 The consequent narrowing of the 
trade deficit in the Moody series (as com¬ 
pared to official statisUcs) is however 
matched by a significantly wider margin of 
CAD m the latter, largely due to the higher 
interest bill in the Moody series which re¬ 
flects the discrepancy in Moody’s data for 
externally held long and medium term com 
mercial borrowings (Table 5) Evidently, 
India’s ability to bridge the CAD by means 
of compressing the TD seems to be even 
more limited intermsof the Moody senes of 
data sources Also, the magnitude of real 
transfers to the countiy seem to be of a 
smaller magnitude 

III 

Conclusion 

India’s access to sources of international 
flnance have oflate been less than adequate 
to sustain a growing transfer of resources to 


the country from tiie mat of the world, 
has considenbly impelled the growth 
pects in the economy by curtailing t^"' 
country’s import capacity in the fora of 
rising levels of both capital and import 
intensity. The lower rate of GDPgrowth hat 
reduced the growth in import demand, de¬ 
spite the increases in the import intensity of 
output as has resulted from the recent ij^ 
of import liberalisations in the economy. 
The process can be characterised at one oi 
an m^mrt led GDP conqi>res$ion, '* an expe¬ 
rience shared by alarge number of countries 
in Latin Amenca and sub-Saharan Africa 
which relied heavily on external debt 
The debt process, under these circum¬ 
stances, leads to a situation whrae the dditar 
country becomes a compulsive bmower, in 
order that the debt charges can be met on 
schedule. While efforu to control importa 
and the trade deficit by means of restraints 
on output contmues, the inflexible and grow¬ 
ing debt services constrain the capacity at 
the countiy, by means of endogenous ef¬ 
forts, to limit the size of the current account 
defleit The countiy thus continues to bor¬ 
row, in order to flnance the latter, witimut, 
however adding to its capacity to import 
The above aspects of the debt process, 
characterised in the paper as the devdop- 
mental dimensions of the debt issue paper, 
have by and large bran side-tracked by the 
lender agencies Concern with the short¬ 
term liquidity aspects have led these agen¬ 
cies advocate packages of economic re¬ 
forms which are often antithetic to long¬ 
term growth Some attempts, however inad¬ 
equate, were made by offlcial agencies (say 
the Baker initutive of 1985) to mstil ele- 


Tadic6 Ft ow of riNANnNG RealTransh-rs to India—Pattern opF inaniino. 1980-81 to 1991-92 


A Offlcial Statistics ($ Billion) 


80 81 85 8b 86 87 87 88 

88-89 

89-90 

90-91 

91-92 

(1) Real transfers 

(2) Sources of financing 

1 73 

3 72 3 )6 3 35 

5 42 

3 78 

5 38 

0.61 

(percentages) 

(a) Net inflow of 







capital 

45 7 

77 3 101 6 127 6 

986 

1148 

52 77 

516.30 

(h) Changes in reserves 







(+/-) decrease/ 







increase 

37 5 

15 5 17 0 22X) 

184 

19 3 

22 71 

-S8S24 

(c) Net IMF drawings 

194 

-5 5 -15 6 -27 8 

-19 7 

-23 1 

21 64 

127.86 

(d) SDR allocations 

(e) bnorsand 

87 

— - a- 

— 


- 


omiuions 

114 

12 7 3 0 -21 8 

25 

-114 

2 88 

58.92 

B Mmidy’s Scries 


1985 

1986 1987 

1988 

1989 

1990 1991 (en) 

(1) Real transfers 

(2) Sources of rinancing 

6 19 

7 12 7 85 

II 12 

1049 

12 23 

9 52 

(a) Net inflow of capiul 
(ft) Oianges in reserves 

93 19 

94 66 99 50 

99 90 

10053 

77 11 

85.07 

(+/-) increase/ 
decrease 

-08 

-008 -0 10 

961 

7 01 

1040 


(c) Net IMF drawings 

0 39 

-007 -1 18 

-960 

-3 60 

992 

14.53 

(d) SDR allocations 


103 


.. 


- 

(e) Errors and omissions 

650 

511 075 

009 

-3.94 

2 37 

0.40 


Note: Real transfer = cunrenl account deficit less interest payments 
Source; A s COI, fxonomte Survey, various issues 

B = Moody’s Country Repon on India, December 1990 
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nenUof lolveocy through long-term growth 
in the debtor economies. Incidentally, at¬ 
tempts to revive fresh flows of capital to the 
developing countries would also open up 
new markets fur g<xHls liom ilic advanced 
economies Since the developing econo¬ 
mies have so far been impoitmg more of 
goods rather than services (excluding inter¬ 
est payments on past loan.4), the result would 
be a global regeneration of demand. 'Hiis 
would tilt back the demand in favour of 
industrial capital, correcting the dispropor¬ 
tionate expansions in linance (capital) re¬ 
lated activities in the services sector.” 

Among factors which could be held re¬ 
sponsible for the deterioration in India's 
balance of payments since the mid-8Us one 
can mention (a) the pace of import 
liberalisations which contributed substan¬ 
tially to import expansions since the mid- 
80s, (b) a rather stationary export growth, 
(c) decline in wuiker remittances and non¬ 
resident transfers from abroad, and (d) a 
spate of commercial borrowings which in¬ 
cluded short-term credit Ibc combination 
led to substantial trade deficits during the 
80s which widened dramalic.illy during 
1988-89. Improvements in hade halancc. 
noticeable since 1989-90. were achieved 
through domestic monclaiy .ind fiscal re¬ 
straints (rather than import controls) 'flius 
availability of short-term import finance 
was curtailed by the banks while a gcneial 
squeeze in import demand (at a lower level 
of GDP) was achieved thnmgh ilcflalionary 
monetary-fiscal processes It needs to lie 
stressed here that both the import 
liberalisation efforts and the fiscal-mon¬ 
etary contractions were < lutcomcs o( an eco¬ 
nomic reform programme, initialed through 
the IMF and the Woi Id Hank ()llier factors 
which precipitated the Kilnnccot payments 
crisis included a pressure l( > service the debt 
at high interest rate and their shorlei matu¬ 
rity. ITte-se added ctmsidcrably to interest 
and repayment liabilities by end of the de¬ 
cade. A decision to deplete, under the finan¬ 
cial pressures of the late K()s, the officially 
held reserves limited the options for the 
government by the beginning of the 90s 
when new avenues ol finance had to be 
found, both for meeting the payments defi¬ 
cits and to rebuild the rc.servc.s. As interna¬ 
tional capital markets had already turned 
hostile to fresh demands for credit from 
developing country borrowers by the early 
80s, the country found it increasingly diffi¬ 
cult to have access to the private markets for 
international credits. 

India's payments crisis by end of the 80s 
was thus precipitated by a set of forces the 
major part of which were exogenously de¬ 
termined for the domestic economy. The 
exogenous factors which influenced the cur¬ 
rent account included an adverse interna¬ 
tional economic environment which arrested 
the potential growth of exports and simulta¬ 


neously pushed up the nominal as well as the 
real interestrates on outstanding loans. (One 
can recall here the note of caution in Moody's 
October 1991 report wliich predicted rather 
poor prospects for India's export growth in 
view of the global tendencies for recession 
and protectionism.) The rise in nominal 
interest rales was related to the upward 
movements in the I.ibor rate and the grow¬ 
ing US fiscal deficit during the 80s. A slump 
in {ximary product prices, matched by re¬ 
cession in the OEf'D, hiked further the real 
interest rale fur developing countries as a 
whole, once the nominal interest rates were 
deflated by the price index for the LDC 
exports. The uncertain political and eco¬ 
nomic climate in the country led to further 
declines in private capital flows—which 
included the adverse flow of short-term 
non-resident deposits in India, non-resident 
transfers, trade credits as well as the long- 
and medium-term commercial loans. The 
squeeze in credit was also influenced by a 
general reluctance on the part of commer¬ 
cial banks to lend further at the end of the 
debt crisis, especially to the developing 
countries. Faced with a set of exogenously 
determined factors which contracted the 
current and capital account receipts, the 
options left to the Indian government were 
considerably narrowed down, in terms of 
balance of payments management. 

It is significant that real transfers from 
abroad h^ started declining since the early 
years of the 80s, indicating the difficulties 
of obtaining net external finance for addi¬ 
tional imports. With gross inflows going up, 
(he situation indicated the symptoms of a 
debt-trap for India, one where the country 
bad to born'w compulsorily in order to 
service old loans. The impact of these 
changes on the domestic growth rate was, 
for obvious rca.suns, not so favourable. As¬ 
pects as above need to be higliligbted, as the 
developmental dimensions of external debt 
arc no less important than the flnancial 
issues of external debt. 
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donors met at the Aid India Consortium in 
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nomic and Political Weekly, April 8,1991. 

12 Government of India, Economic Survey 
1991-92, Part I, p 2. Average monthly per¬ 
centage growth of non-oil imports wia at 
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quotas at the IMF above payments due next 
six months and second line reserves (which 
includes unused credit payable by banka 
over next six months). As a contrast the 
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Science and Ediics in Public Decision-Making 

Case of Big Dams 

K Subrauumiam 

An attempt is made in this article to unearth some of the yahtes which form a background to the undertaking of a 
large technologicalproject like the Narmada dam. Specifically, the author presents an argument defending the common 
property right of the project-affected persons over forest land. 


THE main issues in the controversy over the 
Narmada dams have been discuss^ widely 
and intensively and are relatively well re- 
pcxted in the popular media. The first part of 
the article briefly toudics on a few argu¬ 
ments that appear to me to be the strongest 
both in favour of and against the dam. The 
issue of the indirect costs and benefits of the 
dam and thdr relation to the cost-benefit 
analysis is discussed. I point out one way in 
which science and values combine in the 
cost-benefit analysis. In the second part, the 
focus is on the biekground consensus about 
rights that informs technological develop¬ 
ment Specifically the article defends the 
common property right of the project-af¬ 
fected persons oyer forest land. Throughout 
the attempt is to unearth some of the values 
that form a background to the undertaking of 
a large technological project like the 
Naimada dam. 

I 

To begin with, there are two major kinds 
of criticism of the Narmada dam projects. 
The first is that the prefect is misplaced, 
pointlessor ill-conceived. This kindof criti¬ 
cism tries to kill the project before it leaves 
thedrawing board. The othcrcriticism doubts 
the ability or the intention of the various 
govenunent bodies in seeing through criti¬ 
cal aspects of the project, even if the project 
looks good on paper. 

In the arguments burled against the sup¬ 
porters of tlie dam, these two criticisms are 
often as closely bound together as lead and 
powder. This is justly so b^use any pixqect 
can be made to lo^ good on paper if a 
sufricient number of ground realities are 
ignored. However, it is useful to bear this 
distinction in mind since neglecting it leads 
often to the pro- and the anti-dam sides 
spedong at cross-purposes.' It also reminds 
us that in calculating tiie benefits of the dam 
a certain deduction would nei^aiily have 
to be made to account for improper imple- 
mentatkm of the project When to discount 
and how much to discount are fine judg¬ 
ments requiring some expertise in, among 
other things, political sociology. Another 
reason vriiy^the distinction is important is 
that it suggests that the strongest arguments 
against tte dam are of the second kind, 
relating to implementation, and these are 


also more difficult to appreciate. We may 
recall that improper implementation and 
inadequate preparation were the main rea¬ 
sons why tte World Bank withdrew from 
the project. 

If the approach to implementation speaks 
clearly against the case for the dam, one of 
the strongest arguments for the dam comes 
from a consideration of the national demand 
fcK'water in the present and in the future. The 
argumoit is wdl-fonnulated by Ramas wamy 
Iyer in a perspective papo' (Iyer 1990]. The 
main point is that large and small dams are 
not technically exclusive alternatives and 
they may both benecessaiy. If the objective 
is specifiod as impounding or making avail¬ 
able a maximum amount of water, then the 
case for the Sardar Sarovar dam becomes 
strong.* Also, if it is recognised that large 
and small projects have both to be con¬ 
structed in order to meet the national de¬ 
mand for water, then the question reduces to 
one of time-prionty between the two. Here 
other considerations begin to enter. Some 
are questions of value and others are ques¬ 
tions of fact. Shall we leave for the future 
capital infrastructure in the form of a large 
dam and the associated burden of debt (sup¬ 
posedly small for the Narmada dam)? Or 
shall we leave them the responsibility of 
raising financial resources to construct Iht- 
dam? How do small, medium and large 
dams compare as capital stock? How effec¬ 
tively will the money spent be utilised in the 
ccanpeting alternatives? frbe internal rate 
of return is taken as a convenient measure of 
this aspect). It is with regard to the time- 
priority of the alternatives that many people 
thinkfhvouiably of theNarmadadam. Tl^ 
are implicit beliefs operating hoe that do 
not always find clear expression in the lit¬ 
erature available—beliefs having to do with 
the effectiveness of the large dam in the 
short or medium run, beliefs that the large 
dam is a mote important fom of capital 
stock, beliefs that a large, visible project 
will ensure more effective spending and 
soon.* 

Many of these issues cannot easily enter 
into the standard assessments of costs and 
benefits. But these considerations can de¬ 
cide what objectives are to be pursued, 
which is an exercise that precedes the cost- 
benefit analysis (CDA). It is important to 
note the way in which the CSA has actually 


been done fw these dams. Oenerally the 
CB A is taken to be a technique that enables 
one to decide between well-developed alto- 
natives pursuing tbe same goals. It is essen¬ 
tial that the alternatives which are compared 
are reasonably well-developed, since that 
affects the cost calcularions. However, la 
the case of river valley projects in Indiasuch 
as the Narmada dams the GIA is not em¬ 
ployed to compare well-developed altona- 
tives. The purpose of the CBA is to arrive at 
the benefit-cost (B-C) ratio for the sole 
project proposed. Ifthe B-C ratio turns out 
higher than the accepted norm of 1.S the 
project is considered viable. In all cost- 
benefit analyses, since the total costs com¬ 
puted do not generally indicate real costs, 
but rather indicate opportunity costs, it is 
essential that alternatives are considered. 
Further since the estimates involve so many 
points of interpretation, if there is a sole 
project in the race, there will be implicit 
biases acting to work out a favourable B-C 
ratio. Moreover, ignoring altonatives al¬ 
lows one to refrain from specifying what the 
basic objectives ate. A lack of clarity about 
alternatives also implies a lack of clarity 
about what common goals or objectives 
these alternatives are meant to satisfy. The 
approach actually adopted is of course very 
suitable to tbe government agencies rince 
they ate able to disown the responsibility for 
develq[>ing alternatives, llie responsil^ty 
is then charged to the critics of the dam who 
are ill-equipped to develop alternatives. 

Costs and BBNsms 

Many aspects of the CBA have been sub¬ 
ject to critical analysis and debate. I shall 
focus only on one such issue, namely, the 
range of costs and benefits that enter into tbe 
analysis. One of the most important inues 
in the debate has been the estimation of 
indirect costs and benefits. This issue is 
complex and its consideration seenu to lend 
support to both sides. While the anti-dam 
group believes the indirect costs to be too 
high, the pro-dam group believes the indi¬ 
rect benefits to be very high. There have 
been at least three rounds of CBA commis¬ 
sioned by tbe government. The standard 
direct costs taken into account ate tbe costs 
of construction, the cost of rehabilitating 
project-affected persons and tbe loss of rev¬ 
enue from the forest land submerged. The 
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dtaet b«MIU MloAiiAt Okt iMMU«d 
yield lb ■gilcidtural production and tbe yield 
of electri^ power* The indirect costs are 
broadly identified as environmental costs 
and social costs. The latter term is mislead¬ 
ing because i^ refers often not to the cost 
bone by the builders of the dam but by the 
peofde affected by the project. Social costs 
borne by the peojde who just happen to be 
living in the sobinergence area cannot be 
justified even if itmeans benefits fora large 
majority. Ibe costs fw the people must be 
convert into costs far building the dam by 
applying the principle of compensation.’ 
CMy in this way can social costs appear id 
the CBA and to let it appear as costs borne 
by the people is misleading. The indirect 
benefits of the dam are the various spin-offs 
resulting fromadded agricultural output and 
electrical power. As can be envisaged, such 
indirect benefits can be vast. 

There is, however, a certain asymmetry 
between the indirect costs and the indirect 
benefits. If, for insUuice, compensatory af¬ 
forestation is undertaken to reduce the cost 
of loss of forests, there are many additional 
factors affecting the success of such affores¬ 
tation. There is an uncertainty surrounding 
each of these factors. Ihcse uncertainties 
act in such a way jas to reduce the eHectivc- 
ness of the afforestation. As a general prin¬ 
ciple, one might say that the uncertainties 
act in such a way as to increase the cost.v and 
toreduce the benefits. This suggests that the 
weightage given to costs must be greater 
than the weightage given to benefits, be¬ 
cause we are more certain that the costs will 
turn out to -be what we expect, hut the 
benefits will generally not meet expecta¬ 
tions. Ihis asymmetry is based on our expe¬ 
rience of past projects and hence is known 
through empirical investigation. 

There is another kind of asymmetry be¬ 
tween benefits and costs. We might express 
this by saying that one must travel much 
farthCT along acausal chain while consider¬ 
ing costs than wbUe considering benefits. 
Fv examine, at a future date, it may be 
found that soil erosion in a certain location 
due to the impounding of water and other 
effects has become a major problem, impos¬ 
ing its own set of fresh costs in the area. 
Th« these costs, or at least the cost of 
implementing soil conservation methods, 
get added to die cost of the dam. Similarly, 
the increased incidence of water-borne dis¬ 
eases might necessitate the introduction of 
public health measures. The costs of such 
measures again would get ad4ed to the cost 
of the dam. However if the economy were to 
receive a boost through a combination of 
secondary effects of the dam, we would not 
attribute it directly to the dam in the strong 
sense in which we would attribute the sec- 
oqdaiy costs to it This may not seem evi¬ 
dent at first but becomes clear if we look at 
it fiom the ride of policy formulation. We 
are quite justified in aiding that policies 
reganling health control measures or soil 


coniervatioA be included In the pliflt for the 
dam construction. Butwedonot fed equally 
pressed to ask for the Inclusion of policies 
concerning secondary effects of increased 
agricultural output or electrical power. We 
only say that the project creates certain 
opportunities and makes certain things pos¬ 
sible and it is left tocontributions from other 
quarters to realise these benefits furtlier 
An example migbtmake the point clearer. 
Ihe dam clearly increases die irrigation 
potential and also definitely agricultural 
production. But in order to translate the 
increase into the i»ime objective of in¬ 
creased food producticHi, the cn^ping pat¬ 
tern that is actually followed must te appro¬ 
priate, that is, fold crops must not yield to 
cash crops when the fields are irrigated. 
Similarly there is a general agreement that 
themeasures for draining the comm and area 
of excess water are a major factor affecting 
agricultural production. In the case of the 
Narmada project drainage of the command 
area is not included in the plans and policies 
for construction of the dam. Instead drain¬ 
age, perhaps justifiably, has been left to the 
care of private fanners. Similarly the avail¬ 
ability of electrical power would presum¬ 
ably lead to a growth in industrial produc¬ 
tion A good part of this expansion in indus- 
tiy would feed the expansion in agriculture 
and would process its harvest ’ Wlicther tlie 
industrial growth would also lead to other 
social benefits like net increase in employ¬ 
ment is determined by the action i^mitigating 
factors such as the trend towards 
modemisdtion and the shifting and relocation 
of capital away from develqied urban regions 
I am not claiming that the.se factors would 
prevent the realisation ohtlie secondary 
benefits of the dam I am only pointing out 
the complexity of factors that would neces¬ 
sarily operate in determining these benefits 
And because of ihis we rightfully limit the 
scope of the plans and policies having to do 
with the dam construction, as in the example 
of the drainage of the command area men¬ 
tioned above. While planning for the dam 
we keep a certain target efiect in view, and 
leave all the rest to independent acts of 
planning. Should we not therefore limit also 
the range of indirect benefits that we con¬ 
sider in the cost-benefit estimation? I think 
we are justified in imposing this limit and 
acknowledging this asymmetry between 
benefits and costs partly because we implic¬ 
itly recognise that the higho- order benefits 
may be realised in other ways. Again this 
asymmetry like the earlier one mentioned 
seems to be because of the presence, in the 
casual chain on the side of the benefits, of a 
large number of octemal factors, many of 
whidi call for fresh and creative inputs. It is 
the intovoition of human creativity in the 
causal chain that 1 wish to emphasise here. 

The view that through the multiplier ef¬ 
fect the indirect benefits of the dam are 
enonnous even if we are not able to formu¬ 
late it properly is one of the strong implicit 


tfgumefltt ill favour of flw dim'.’ Wi" 
howevCT that vriten it comet to a 
cost-benefit analytii we generally teiMGI. 
the range of indirect cotu and benefiu ain.' 
draw boundaries around what it it acoepl<- 
able to include. WenuyeaUthitproceMof 
restrictingacost benefit analytit ‘moduling’. 
Certain effects taken together with the pro¬ 
posed act from a module, a self-tufficieot 
whole that must be evaluated solely in its 
own terms. For example, when it it tOg* 
gested that we limit ounclvet only to te 
direct costs and benefits, thitit apio|>otal to 
module the cost-benefit analytit inacertain 
way, which of course is too limited. In the 
process of ‘moduling’ the CBA notioiit of 
responsibility, i e, considerations of wtam 
benefits tbe dam is responsible for. what we 
owe to the dam play an important part. Such 
responsibility is fixed by the importance we 
give to tbe contnbution made by the dam 
itself relative to other factors in effcctfUg 
certain benefits, and hence involvm valne 
judgments. Ihe importance of the other 
factors rises when we consider Uiem to 
involve creative components and conae- 
qucntly we module the CBA over t tmaller 
range of benefits, 'fhus considerationt of 
value enter the CBA not only in tbe way Aat 
common sense tells us—^i e, how we quan¬ 
tify the costs and benefits d^nd on how 
much we value them. Value considerationt 
enter the CBA through another not vetjf 
obvious path—that is considoationt of how 
to module the CBA. 

It must be said however that in piinciite 
tlieestimation of costs and benefits may turn 
out to favour the dam. Then the tecond 
major issue of the debate over the dam 
moves to the centre- the displacement of 
people living in the submergence area trfthe 
dam. If analysis reveals the social necessity 
of constructing a big dam then the acquisi¬ 
tion of land for the dam is justified since it 
is for a public purpose. Here Ihe examina¬ 
tion of the rights of the project affected 
persons becomes important because then- 
lent of these rights determines tbe extent of 
compensation, llie present amount of com¬ 
pensation (over and above an absolule mini¬ 
mum specified) is deteimined on tbe basis 
of how much land is privately held by the 
displaced individual. If the arguments thatl 
present below in favour of recognising the 
common property rights of forest-dwelleis 
are correct then the present compensation is 
grossly inadequate. It is to this defence of 
the tribal rights that we shall now turn. 

n 

The conflict of value over the Narmada 
dam is readily inter{»reted as an exam^e 
of the familiar confUct between distribu¬ 
tive justice and individual rights. Hie 
project, it is said, benefits a large number 
of people and is distributivcly just, but 
then, it infringes on the rights of others. 
The two aspects of justice are supposedly 
enshrined into two parts of lire Indian 
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pOoiutitnlioa often seen to conflict with 
raeech other—Part m dealing with funJa- 
^mental rights and Part IV dealing with the 
directive principles of Mate p»ilicy.Thecon- 
^ flict between the two pails has a chequered 
llhisloty in post-independent India and is 
^ widely known and written about. 

Of all the fundamental nght.s listed in 
^Part III of the ('(Nislitutjnn the most dis- 
iti puted is the right to properly. The dispute 
4) about the status of tliis right may Ik traced 
? even to the time of the drafting of the 
Constitution where it revolves around two 
t foci —the general siKialistic orientation of 
'J most of the founders of independent India 
t' and the concrete issue of the ^amindari 
holdings.' Ibc path chosen by the drafters of 
: the Constitution, and subsequently by the 
' legislatures, has aimed not at carefully de- 
; fining the term ‘property’ and classifying 
, various kinds ofownership, but at weaken- 
' ing the right toproperty itself. The .sequence 
^ of amendments to the ('onstitutiun, moti- 
' vated by adesirc to keep the land acquisitii m 
; issue out of the purview of the courts, found 
' aculmination in the44th amendment pa.s.scd 
in 1978. Ibc Janata Party-led legislature, 

^ with this amendment, removed the right to 
, pfoperty from the I ist of fundamental rights 
written into the Constitution. 

The suggested conflict (Ktween the two 
deep principles of justice, namely, of indi¬ 
vidual rights and distributive justice, might 
I urge a conclusion that tiK issue is mondly 
undecidable. One might conclude, like 
Alisdair MacIntyre, that there is really no 
shared moral language or framework since 
we believe in conflicting and incommensu¬ 
rable moral principles (MacIntyre 1984]. 

: There arc however alternative approaches 
to the issue. Even the interests of the major¬ 
ity of the people expressed in the principle 
of distributive ju.stice may be formulated in 
the language of rights. A more si >pbist icated 
theory, that bases even the principle of 
distributive justice on a framework of right 
. to holdings and entitlements, is presented by 
R Ncnsick in bis important book Anarchy, 
Staie and Utopia. Noxick (1974) presents 
very strong arguments against patterned 
distribution principles, that is, external moral 
principles that specify what a just distribu¬ 
tion is. Some examples of such principles 
mentioned by Nozick arc, to each according 
, to his needs, nr moral merit, or effort, or 
marginal product, etc. Opposing a defini¬ 
tion based on such principles, Ik defiiKs dis¬ 
tributive justice as the possessiim by every¬ 
one of holdings they are entitled to (No/ick 
1974, p ISIJ. In other words distributive 
justice is itself based on Uk right to pn<pcrty. 

The term ‘fundamental right’ refers to 
rights that the citizen might hold against the 
government. I'be government cannot inter¬ 
fere with the exercise td' the right except 
under very special circumstances. Uic right 
is protected even though it may be clear that 
the majority would be better off if it were 
curtailed. This is iKcause rights arc iKlicved 


to have a de-oAtological justification 
grounded in the notion of human digni^ or 
of political equality (Dworkin 1977, p 198], 
It is important to rem«nbcr however that 
some of our strongest notions about what 
people's rights arc may not find a place in 
our constitutions. Dworkin distinguishes 
bettveen background rights and institutional 
rights. Background righu may {xovidejus- 
ti fication for p(.tlitical or legislative changes, 
but are not protected within the given legal 
and institutional framework and are there¬ 
fore weaker than institutional rights. 
Amattya Sen points out that the right to 
livelihixxJ, as it is found in the Indian Con¬ 
stitution, has a form even weaker than the 
background or abstract right (Sen 1981]. In 
its directive principles of the state policy all 
that the Constitution grants to citizens is the 
right to a policy directed towards securing 
the right to adequate means of livelihood. 
Sen calls Ibis weakest form of all rights a 
‘metaright’. He giKs on to argue that most 
cases of slarvatiiH) and famine in the world 
arc not a result of people being deprived of 
what they are entitled to, but a result of 
people not being entitled, within the prevail¬ 
ing legal system of institutional rights, to 
adequate means for survival. 

Status op SpEapic Rights 

llte role and significance of rights in 
protecting justice, and the need for a serious 
discussion about the status of specific rights 
is, I hope, clear from the points made by .Sen. 
What is the status of iIk right specifically 
relevant to the dam controveisy, that is, the 
right of forest-dwellers over common prop¬ 
erly? Chalrapalht Singh complains that tlie 
last serious discussion about tiK rights of 
forest-dwellers in India dates back to the 
previous century (Singh 1986, p v]. Tliis is 
indeed a surprising situation since much is 
spiikcn about the rights of the tribal.s. Singh’s 
own work is a contribution concerning the 
various legal aspcctsof the issucof common 
property rights as it relates to forest land. 
Mention must also Ik made of the woric by 
B K Roy Burman that reports the different 
kinds of systems under which tribal people 
exercise collective ownership (0 K Roy 
Burman, n dj. In this article 1 shall briefly 
look at some aspects of the debate over 
property rights and I shall put fcxward some 
arguments that justify the right of forest- 
dwellers over forest land. 

Legislation in India has over the years 
weakened (he right to property. In spite of 
this, the compensation package awarded luthe 
people affected by the Narmada dam project 
is one of the mcxit progressive in our country 
till dale. Uiis indicates that there are other 
protective measures that independently safe- 
gUiird iIk rights of disi^aced persons; perhaps 
the .special safeguards meant for scheduled 
tribes have been effectively used. Ccunpen- 
sation has been interpreted to mean an im¬ 
provement or at worst a conservation of the 
quality of life of the displaced, and is not based 


iiMiket value or Mtie qtber 
Even though this step it progreuive, flie 
ruling understanding ^ wbat the tribal* are 
entitled to is still based on the notion of 
privatepn)pcityorindividUBlhddings.Thus 
a central probI«n in awarding compensa¬ 
tion is of distinguishing between encroach- 
ers and owners. Ihe entire issue of common 
property, is ignored or only weakly stated. 

We obtain some indication of tbe unsuit¬ 
ability of the notion of individual property 
right from the widely varying ways in t^ich 
tbe notion has been brought to bear on tbe 
issue of project-displaced persons. The as¬ 
sertion that tbe right to property is a funda¬ 
mental right is a premise both for claiming 
and denying that right to tribals. Those who 
interpret it against the interest SS the tribals 
argue that the tribals never really developed 
a notion of property and did not consider tbe 
forests that they lived in as their ‘propoly*. 
Hence the proprietary right over forests is 
vested with the sovereign or tbe state. The 
right of the state is further strengthened by 
quoting the doctrine of eminent domain, and 
also by tracing historical agicements Ibiougb 
which tribal chieftains gradually acquii^ 
or transferred pro[nietaty rights over forest 
land to the reigning power. The conversion 
of tribal common property into {xivately 
held land under settled cultivation is a com¬ 
mon feature found to various extents in the 
tribal regions [Roy Butman n d]. Indeed, 
this is a phenomenon that spans a greato' 
part of known history. This phenomenon of 
ihe gradual historical conversion from a 
tribal, forest-based economy to an agrarian 
one cannot however be taken as refuting or 
weakening tbe tribal common property 
rights, as I shall argue below. 

Those who eschew references to the right 
to property (presumably because it has been 
omitted from the list of fundamental rights 
in the Indian Constitution) seek to defend 
the claims of tribals by invoking the funda¬ 
mental right to life along with the imidied 
right to livelihood [Shaima 1990, p 8]. 
Although the approach may seem pragmati¬ 
cally sound, it has been argued rightly that it 
only serves to weaken tbe notion of the right 
to life, which is best invoked in cases in¬ 
volving its direct violation, given the ex¬ 
treme gravity of such violations (Singh 1986, 
p 40], Secondly, while the right to life is 
acknowledged as fundamental, tbe deriva¬ 
tion from this of the right to. livelihood and 
of tbe right over material things is not 
automatic but conteius afnoviso. Whatmay 
be derived from the right to life is only a 
right to a minimal livelihood, but bey^ 
that 1 have a right to the material things 
ncccssaty for my livelihood provided itdon 
noivioiatesomeoneelse’srights.'Iliisclearly 
is not as fundamental as tbe right to life 
[Nozick 1974, p 179n]. 

What is tbe nature and extent of the tribal 
people's rights over forest land as it is 
recognised by our legal system? It is rel¬ 
evant heie to distinguish between the re- 
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I^hotm when tfae tiibals'fcave oiottly coit- 
vcrted to settled cultivation and where shift¬ 
ing culti vation is still dominant. In the fonner 
legions coUectivedecisions regarding com¬ 
mon use of land is a practice that is found 
less frequently and is less important than in 
the shifting cultivation regions. Whatever 
the internal social and political organisation 
of the tribalsrtbedomimpt outlook at present 
is to recognise the ownership rights of tribals 
only over the plot that is settled and culti¬ 
vate. In addition, theirrighttominor forest 
jnodue and some timber for personal use is 
also acknowledged. Their right to sell for^t 
produce virtually does not exist, save iii a 
few states which allow them te collect and 
sell minor fcnest produce. (In many areas, it 
must be noted, tribals are allowed to culti¬ 
vate plots only fcv limited periods of time, 
entirdy at the pleasure of the forest depart¬ 
ment Hiis ensures that labour is readily 
available to the department for f<x«st-re- 
lated works. No rights of such people are 
recognised even over the plots they culti¬ 
vate.) With regard to the areas where shift¬ 
ing cultivation is present, the approach is 
oneof imposing restrictions on this practice 
and encouraging a shift to settled agricul¬ 
ture. Here too, there is no recognition of a 
common propnetary right over forest land ’ 
The basic grounds for recognising the 
proprietary right of the tribals over forest 
jand is that traditionally such a right has 
been exercised by tribal groups collectively. 
The close identification with and the sense 
of belonging to the forests of the tribals 
pdnt to the existence of such a right. 1 shall 
now consider some objections which taken 
together seem to negate the proprietary right 
of tribals over forest land 

(1) The argument that tlie sovereign is the 
sole owner of all land within his territory: 
Although this argument is not intended as a 
justification of the proprietary right of the 
state over forest land it has played an impor¬ 
tant part in the historical process by which 
such a right has become vested in the state. 
Singh cites the argument made by justice 
Bla^burn that aboriginal rights over laud 
extant before conquest or settlement do nut 
survive the establishment of another sover¬ 
eign power [Singh 1986, p 27]. Thus the 
tribals would forfeit whatever rights they 
held under the rule of their own king, when 
the king or chieftain acceded to or was 
conquered by another power. This may pos¬ 
sibly be premised on two beliefs; that con¬ 
quest creates new rights for the conqueror or 
that a tribal sovereign « chibftain holds a 
higher proprietary right over the laiKl pos¬ 
sessed by the members of his tribe. 

Only the latter proposition is justifiable, 
and that too on Uk same grounds and under 
the same conditions that are recognised to 
bdd for the doctrine of mnineni domain 
whidi I shall consider below. However, 
given the nature of the tribal economy, it is 
doubtful whether one can interpret the tribal 
chiefs as having aright over and above the 


members of the tribe. Rather, it Is the case 
that such an interpretation has been used by 
outsiders and conquerors to introduce the 
notion of private ownership of land into 
tribal societies [Roy Burman n d]. Hie 
argument needs to be mentioned because 
it is taken to add historical weight to the 
present situation where the proprietary 
rights over forests are seen as vested .solely 
with the state. 

(2) The principleof eminent domain; The 
principle slates that the state has an absolute 
right to acquire land and its resources under 
two conditions (a) Wherever public pur¬ 
pose or national interests override personal 
or communal interests and (b) where there is 
a payment of due compensation to all people 
who arc deprived of their rights. The two 
conditions are important and are recognised 
as a necessaiy part of the doctrine. Indeed 
they are stressed even in the first enuncia¬ 
tion of the (Hinciple fay Grotius in 1625 
[Singh 1986, p 24). 

It is important to note that this principle is 
appbcable even when no pnrar negotiated 
settlement exists between the state and the 
persons dqirived of nghts. If such a negoti¬ 
ated settlement were existing, it would sim¬ 
ply be a case of the persons bolding land 
exercising their own right of exchanging it 
fieely for payment and other benefits. 'Hie 
validity of this principle, which I take as 
evident, depends crucially on the two quali¬ 
fications that are attach^ to it. The prin¬ 
ciple also points out the importance of ex¬ 
amining the terms of the compensation and 
the extent of the entitlements of the tribals. 

(3) The argument that forests inhabited 
by the tribals are not really property and that 
their right is not a real right of ownership; 
'Hie form in which Ibis argument was stat^ 
in the previous century by Brandis and 
Baden-l^well is seen now to beinadequa,e 
[.Singh 1986] 'Hiey advanced the argument 
by citing assertions of absdute rights over 
forests by non-inbal Indian rulers under 
whose domain the forests fell. Ihese asser¬ 
tions were generally made for purposes such 
as the demarcation of hunting reserves. 
However some cases, where the rulers arbi¬ 
trarily extinguished customary rights, were 
also cited in support of the argument by 
Brandis and Baden-Powell. More recent 
anthropological and historical work shows 
that the practice of the Indian rulers was not 
to interfere with the lives of forest dwellers. 
The assertion by them of proprietary right 
over forests generally made no real differ¬ 
ence to the forest-dwellers and cannot form 
a model for assertions of pro{»ictary rights 
by modem governments [Singh 1986, p 10]. 

The more general form of the argument, 
that the prevalence of common prr^rly 
right is not a historically stable form of 
social organisation has a wide currency and 
influence. This position is adopietfTor in¬ 
stance by Shepherd, who insists on seeing 
the prevalence of common properly right as 
*.‘a transitional stage between open access 


resources and private jxoperty” (Ray]pf||f^ 
man nd, p 29]. Shepherd enumerates diWi 
factors tint induce a breakdown of cominrili' 
property right: (a) When the value • 
common property rises so does the vulnev" 
ability of the common [nqperty right; (b) a, 
greater degree of wealth differential w^in 
the group holding a common property right 
induces change, and (c) the local auth^^ is 
undermined more and more by the moctom 
state, and the enforcement of common prop¬ 
erty right breaks down leading to ch^ing 
and private appropriation by w^lhier indi¬ 
viduals of the group. 

In order to rebut this argument Roy Biff* 
man calls for a close study of the bistorioal 
aspects of common propo'ty right holding 
across the globe Such a study will certainly 
reveal examples where common properQr 
right has been institutionalised and acoqited 
into the formal legal structure, and repadi- 
ate Shepherd's claims about the inevitable 
breakdown of cennmon property right. One 
cannot however adopt a purely hiitoricist 
stance as Roy Burman d^; "Until com¬ 
parative data in a more complete form are 
available for several regions of the world, 
situated in diverse histoitcal ecological set¬ 
tings, one will have to keepone’s judgments 
(about whether Shepherd is right) in abey¬ 
ance” (pp 30-31). 

One would rather have to be guided by 
principles of justice in accepting the validity 
of common property right. After all, even 
the progressive legislations jHotectlng the 
rights of the indigenous people have beat 
occasioned by a problem that has become 
especially acute in the present wcsrld. With 
the growth of population and awareness, 
there is nu ‘free’ land available, and indig¬ 
enous people cannot any longer retreat into 
deeper forest under pressure from outsiders. 
Land has become useful in new ways and 
has hence become scarce. Claims over land 
in most parts of the world are settling into 
certain patterns. Hie claims of indigenous 
people over common resources are increas¬ 
ingly coming into conflict with other sec¬ 
tions of society Such a situation calls for an 
interpretation of customary tribal practices 
in terms of common law and the fonnal 
notion uf property-right, that is sensitive at 
once to the indigenous pdnt of view and to 
the ends of justice. Only by an act of inter¬ 
pretation can the rights of indigenous peo[de 
be brought within the framew^of modm 
legal systems where such rights can be 
protected To insist, as some courts have 
done, on a proof that local law (‘lex loci*) 
existed among the indigenous people in a 
form recognisable by modem law, and that 
such local law protected the rights of the 
members of the tribe is to open loopholes in 
the issue. It ha.s only provitM those defend¬ 
ing. the state’s rights against the forest- 
dwellers with an additional strategy: of prov¬ 
ing that no recognisable form locid law 
existed [Roy Burman nd, p9). 'Ihis supple¬ 
ments the strategy of sho^ng ‘treaties* by 
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.. 'Which triM chlenains ceded land to the 
^ tdfning power. 

It is important h> note that the argument 
' tbatootsi^ni have settled <>n forest land and 
beooe the forests are not the property of 
' indigenous people, to an extent, has a force 
^ ind^^dent of the manner in which such 
possession or acquisition wa.s effected. 
Ibeiefore even if the tribal chief conceded 
land to outsiders in violation of the collec- 
' tive rights held by the tribe, it docs not 
weaken the right of the outsiders over such 
land, and the argument that the forests never 
really belonged to the tribals as property can 
be advanced. The independent force of the 
argument arises finim the recognition that 
the facts of possession or non possession 
themselves estaUish or extinguish the right 
of ownership. Here the argument would be 
essentially negative: if the tribals failed to 
restrict outsiders irom possessing and hold¬ 
ing land, they failed to exercise any right of 
ownership. Oy implication and extension it 
is also believed that the tribals do not exer¬ 
cise and therefore do not cognise any rights 
over forest land in general, ( lliis, of course, 
excludes the cases where some form of 
resistance was actually made by (he tribals 
to the settlement of outsiders.) 'This argu- 
menthas theeffcct of turning the acquisition 
of forest land by outsiders into a form of 
original acquisition. By implication, the 
assertion by the state of proprietary right 
over forests also becomes a form of original 
acquisition, llie forest is then seen as a free 
natural resource not subject to any prior 
ownership claim. 

The limitation of this argument arises 
from the fact (bat, while the rclalion of the 
tribals with the forests permits acquisition 
and use by outside individuals to a certain 
extent, it docs not follow thereby that their 
owncrshipciaim stands negated and that the 
inhabited forests arc a free resource. If the 
tribal is indifferent to taking of an inch it 
does not justify appropriation of miles of 
forest land. Even original acquisition as 
fctnuilated by IxK'kc is not an entirely free 
act, it has a proviso. Original acquisition is 
justified provided it does nt*t worsen the 
situation of others, llie phrase ‘worsen the 
situation of others' is itself interpreted in 
two ways. In the strong sense every acquisi¬ 
tion worsens (he situation of others by lim¬ 
iting their possible future acquisition In the 
weak sense (he situation of others is wors¬ 
ened by limiting or restricting their use of 
the acquired property [No/.ick 1974, p 176). 
The strong form of the proviso, if it is 
consistently applied, can 1^ shown to rule 
out all caiginal acquisition. Hence only the 
weak form of the proviso is relevant. By 
the weak form however, the state, as long 
as it provides rights of use (of forest 
products) to the tribals, is fully justified in 
establishing its right over forests by an 
original acquisition. 

Tlwre is however a kind of right recognised 
by the tribals that cannot in any sense be 


interpreted as a user rigitt. This is the right 
to permit younger members of the tribe to 
clear and settle forest land. The forest is 
owned with the understanding (hat future 
generations have the right to clear and settle 
parts of It. This right, analogous to the right 
to bequeath one's property is really part of 
the right of ownership, llius, even though 
clear demarcations and boundaries may not 
exist for the forest land collectively owned, 
and the settlement of land by outsiders may 
be tolerated to an extent, it docs not indicate 
(hat the exercise of ownership right was 
entirely absent. The presence of this right is 
implied by the conscious bolding of forest 
land for clearing, settling and use by future 
generations. 

(4) The argument that the life-style of the 
tribals includes practices that are destruc¬ 
tive of the forest and therefore the environ¬ 
ment: Practices such as rearing animals and 
shifting cultivation are seen as leading to 
destruction of the forests. Ironically, those 
who support tribal rights use exactly the 
opposite argument—that the tribals have a 
life-style that respects and protects the for¬ 
est. How do we reconcile these conflicting 
claims? It is true that in certain regions 
shifting or slash-and-buin cultivation is hav¬ 
ing a destructive impact. This dues not 
however mean that the state can take away 
existing proprietary rights of the tribals. It 
only brings forth the need to impose appro¬ 
priate restrictions on such practices. Fur¬ 
ther, if wc take as examples the worst cases 
where tribals have failed to protect the for¬ 
ests. we must compare them with the worst 
cases of forest management by the forest 
department itself. This old and familiar 
principle would restore a balance of per¬ 
spective. 

If wc acknowledge that the tribal people 
had evolved a form oflife that allowed them 
to inhabit the forests and to completely 
depend on it without destroying it, then that 
fact alone seems to me to be extremely 
significant. Not only is such a life-form 
possessed of an intrinsic worth owing to its 
straiigeness-and difference from other life- 
forms. It also has a social function in an age 
where the need for conserving and increa.«- 
ing (he extent of forests is so poignantly 
clear. I shall state without argument that this 
alone entities tribal people to rights over 
forest land more than any other group of 
people. Such rights must be taken cognisance 
of in a world with a vast and growing 
population where right over land is fast 
freezing into certain patterns (^holding and 
where the principle of original acquisition 
has a minimal applicability, if at all. 

Notes 

I In die interview with S C Verma, ciMirniaii of 
the Narmada valley Development Aulhonty, 
by R Uillorey and S Sarangi for example, 
Billotey's criticum is largely of the implemen- 
taiion aspect of paiit projects. The ofRctals 
generally counter the criticism by citing piaos. 


eadmaws, ate fCAJvafwaiai, IMS). 

2 Bor some conaier-aigmieBis, lee'Bmuilpya, 

1990. pS9. 

3 Iyer makes the poiiit that small projects have a 
number of practical advantages inchidiag die 
need for limited iaveatments. He also nolet that 
the user (farmer) bean a large part of the capital 
aadopetatiiig costs and that hence (he utilisiition 
of die water resource will be mote careful and 
economical. If his point aboui investment is 
correct, small pivjecis cease to be alieniatives 
competing with large ones (forfunds)aiid there 
is nojustiricationfoT not taking up small prctjacis 
concurrently with Isqe ones (Iyer 1990, p 84). 

4 .SeePsranjpye,1990,ppl47-52.AlsoseeSSNL 

1991, pp 73-76. 

3 A person is fully compensated for a loss if It 
makes him no worse off than he otherwise 
would have been. The Worid Bank adopts this 
meaning of compensation IMorse 1992). 

6 This is cited as one of the secondary benefits by 
R B Shah in “Role of Major Dams in Indian 
Economy", (Dhawan, 1990, pp 112-14). 

7 This argument gains prominence of place in the 
World Bank’s defence of the Narinsds nqject 
(World Bank 1991). 

8 A comprehensive account is found in Natively, 
1987. 

9 For a summary of the situation see Roy Bur- 
man, 1982. 
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DISCUSSION! 


Exchange Rate and Trade Imbalance 

Ashok K Nag 
Ghanashyam Upadhya 


THE article by Prabiijit Sarkar (‘India's 
Balance of Payments and Exchange Rate 
Bdiaviour since 1971: ANew Approach*, 
January 1-8) shows that ‘unit root’ econd- 
metrics is fast becoming an indispensable 
and standard item in the tool-box of an 
applied econometri-cian. Sarkar’s conclu¬ 
sions based'on cointr^tion analysis of 
the real exchange rate and a few important 
real variables pertaining to the external 
trade sector go against standard neoclassi¬ 
cal results. Prima bcie it appears that 
deregidation ofthe foreign exchange mar¬ 
ket would not have the desired impact 
on the trade balance if the trade balance, 
itself being an unit root process, is found 
to exhibit no iong4enn relationship (lin¬ 
ear relationship, to be particular) with the 
real exdumge rate. So the policy ofkccp- 
ing the exchange rate deliterately under¬ 
valued, the current policy stance of die 
RBI, may turn out to be counter-produc¬ 
tive insofar as such undervaluatimi fails to 


correct the external trade imbalance in the 
long run and on the other hand adversely 
affects the industrial growth process by 
making the cost of necessary imports pro¬ 
hibitive. Saikar’s results, therefore, pro¬ 
vide onpirical support to the hypothesis 
cherislicd by some that foreign exchange 
is a scarce resource the optimal allocation of 
>vhich cannot be ensured through a deregu¬ 
lated market. If the cminrical results ob¬ 
tained by Sarkar are ind^ robust, serious 
doubts would ensue about the soundness of 
current policies. We, therefore, wanted to 
find out how robust or fiagile Satkar’s con¬ 
clusions are and in that process discovered 
some interesting aspects of our external 
trade regime which has escaped the notice of 
Sarkar. Tlic details of our exercise follow. 

Data 

At the outset we decided to use monthly 
data fw a number of reasons. Firstly, it is 


unlikely that real variables like export and 
import would respond to significant 
changes in exchange rate with a lag of 
more than a year and these intra-year 
changes may contain important informa¬ 
tion about tlie relationship of our inteieat. 
Secondly, the smalt sample properties of 
the test statistic uliich we are going to use 
are still being explored and fear the sake of 
having somcpowerforourtestswewantttl 
a reasonable sample susc. Twenty-one data 
points look too small. Lastly, and most 
importantly, the external trade regime 
has been undergoing rapid changes in 
recent years and unless a reasonable 
part of Uie sample comes from this period 
we may fail to detect the mnerging 
relationship if only yearly data are lued. 
More on this below. As such our monthly 
data senes range from January 1979 to 
January 1993. 

If the monthly data on real expmt, real 
import, real export by real import (in lien 
of trade gap) and real exchange rates art 
plotted, the visual inspection of the data 
clearly suggest that the multivariate |»o- 
cess miglit have undeigmie certain strnc- 
tural clianges sometime in tlie mid-80s 
(Figure 1). To be fair to Satkar,he did look- 
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for structural changes m each univariate 
series, using Perron's 1989 method Since 
use of known break-points makes the 
standard Dickcy-Fullcr critical values 
suspect, we used sequential test as sug¬ 
gested by tiancnce ct al (1992) for each 
individual senes and like Sarkar could not 
find any stnictural change in any of them 
In other words each individual senes is 
best represented by a single unit root 
process 

CotNTFClRArlON Anai ysis 


and inclusion of sufficient earlier period 
data pomts completely masks this rela¬ 
tionship We should point out here that a 
similar result is obtained if one uses 
Granger-Englc’s two-step procediue for 
detecting co-integrating relationship 
Tliese results are not reported here to save 
space 

How does one reconcile this observa¬ 
tion of ours with the earlier one of no 
structural break According to us what is 
happening is as follows 


The individual scries may not show any 
structural break but innovations in thmn 
mgy start getting correlated from a later 
period Since presence of cointegration is 
nothing but a statement of cmelation 
about the innovation processes of two 
random walk process in the bivariate case, 
the full sample may fail to show this 
correlation if the earlier period innova¬ 
tions are uncoirelated and their contribu¬ 
tion to total variance is sizeable. 

According to us, herein lies the real 
raison behind the discrepancy between 
our and Sarkar’s/esults. When the distor¬ 
tion in the external trade sector due to ntm- 
price factors is gradually beiilg minimised 
ond when Uie exchange rate starts getting 
detenmned tlirough the market we expect 
innovations m variable reflecting trade 
balance to start getting correlated to the 
innovations m real exchange process 
For this relationship to show up, the 
period from when this phenomenon gets 
going should account for a substantial 
portion of the sample And tliat is why 
the absence of any cointegrating relation¬ 
ship IS rejected in favour of presence of 
one when we use tlic data pertammg to that 
period cffccli vely. In other words exchange 
rate matters 
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We used Johansen's method to test for 
presence of co-intcgratmg relationship 
among the bivariate variables—one 
being real excliangc rate and tlie other 
one being one real variable (For a simple 
exposition of this method, see oiir paper 
in RBI Occasional Papers, Maich 1993 ) 
The initial analysis using the entire sample 
suggests non-cxistcnce of any co-inte- 
grating relation.ship as also obtained by 
Sarkar However, the situation changes 
dramatically when only the later part of 
tlie sample, i c, from July 198S onwards, 
is used for the senes balance of trade 
(export/impoit) In fact Figure 2 plots 
the Jdianscn's test statistic against size 
of sample, the size bemg increased in a 
backward fashion on the timc-scale, 
starting with the sample penod from 
July 1985 to January 1993 As can be seen 
from the figure, the null of non- 
cointegrabon is clearly rejected when we 
are confined to the later penods only. 
The strength of this relationship gets 
weaker and weaker as wc go backivards 
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h.ive different needs, different dreams 

Bur they share the same abiding tonfidente 
in IJnit Trust 1 iving up to this confidence is 
what keeps us fjoinK And growing 
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For your better tomorrow. 
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BOSS IS an establishod 
pionoBT in tho offshore 
Oil & Gas business. 
More than 3/4 of the 
country's entire oil & gas 
production comes from 
offshore 

LMng proof that our business 
works. 

With assets of over Rs. 100 
ctoms aixl fwoigncollaboratfons 
with world leaders, BOSS is 
strategically placed to develop 
new cor® businesses in the 
petroleum sector where the 8th 
Plan outlay exceeds - Rs. 33,000 
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f LETTERS TO EDITOR 
Ethnocenirir Science 

ALTHOL'CiH Vasaiu Kaiwar’s article 
(February 26) touched upon the effects of 
capitalism on science and technology, the 
stress was mainly on defeating the con¬ 
cept of ethnocentric science. This has 
made him stretch the concept of univer¬ 
sality to an extent that leaves no place for 
specificity. In practice multidirectional 
development of science is always missed 
or is sidelined due to specific aspects like 
political situation, living conditions, 
natural surroundings, etc. Even though 
the concepts that develop may be univer¬ 
sally correct, it is incorrect to claim theih 
as the 'only' possible trend. Due to the 
political conditions and money power it 
is possible to undermine or eliminate all 
the other scientific trends if they are not 
amenable to the ruling power. By scien¬ 
tific, we mean any activity which can be 
veriiled by repetition irrespective of the 
pursuits of the experimenter. Specific 
developments would become universal as 
and when suitable conditions for the same 
are available everywhere. In the present 
condition when-scientific activity is deeply 
interwoven with capitalist development 
and profit, only that science which is 
useful for this capitalist plunder is con¬ 
sidered as science and all other scientific 
activity is clubbed along with the mean¬ 
ingless traditional activity. 

For example it i.> well known that 
science of entymulogy had developed to 
a very great extent iii China to delect earth¬ 
quakes, when the sensitivity of seismic 
instruments then available was much 
poorer than the capabilities of insects. But 
this faculty was neither allosved to develop 
nor recognised by the organised sector of 
soencc. It has been recc^ised that for the 
topography of large parts of India small 
tank irrigation is more beneficial, cheaper 
and suitable than big dams. Although the 
scientific basis for the same can be verified 
and proved, the capitalist lobby in favour 
of big dams is able to dub these activities 
as iraditional/backward, and impose its 
versions in the name of modern science. 

While accepting the basic viewpoint 
(anti-ethnocentric science) of Vasant 
Kaiwar, it has to be understood that if this 
concept of universality is overstretched 
then the scope for any independent activi¬ 
ty in third world will come to an end. Only 
the scientific activity acceptable or 
recognised by the west will be considered 
as science. The clever imperialists have 
already converted western science and 
technology into new sophisticated tools to 
plunder the whole world. Economic and 
ecological disadvantages in this are being 
dumped on the third world in the name 
of aid and development. Suitable ideo¬ 
logies are also being created to take care 
of intellectuals. It is unfortunate that 
Vasant Kaiwar is also getting trapped in¬ 
to this net by not analysing the Joseph 


Needham’s contribution in this field. 
Through his meticulous research 
Needham has been able to prove the sden- 
tificity of many scientific activities in 
China and other third world countries. 
Ecological problems coming to surface all 
over the world have further enhanced the 
imporunce and relevance of considering 
specificity. 

Kaiwar’s overzealous attempt to defeat 
ethnocentric science has unfoAunately put 
him into the new glamorous trap of im¬ 
perialists, which is much deeper and more 
venomous than before. 

Chander Raju 

Kalpakkam 


Brundaban Chandra Ra| 

WE have learnt with deep grief the pass¬ 
ing away of Brundaban Chandra Rgj, 
president of Uttar Balasore Khyapanastra 
Ghati Pratirodh Committee (North 
Balasore National Test Range Resistance 
Committee) on February 23. He suffered 
a cerebral haemorrhage and died in a 
hospital in Balasore. Brundaban Raj 
spearheaded the united people’s move¬ 
ment in the Baliapal-Bhogarai region of 
Balasore in Orissa which challenged the 
decision of the government of India to 
locate the missile test range in that area. 
This project involved the take over of 102 
sq km of fertile land inhabited by nearly 
30,000 people. The area is famous for its 
products such as coconut, cashew nut and 
betel vine besides paddy and other cash 
crops. Agriculture and fisheries provide 
natural sources of support for the well¬ 
being of the people of Baliapal. Brun¬ 
daban Raj along with Gadadhar Giri, who 
died a few years earlier, mobilised the 
people threatened by displacement against 
the project. The Baliapal movement was 
at its peak during 1986-88 when many in¬ 
novative methods of peaceful struggle 


were applied by them. This included 
preventing entry of government officials 
and their vehicim into the area and women 
squads taking the lead in mobilisation. 

Thanks to the dedication of leaders 
such as Brundaban Rgj, the voice of 
Baliapal was heard all over the country 
and the issues raised by the peojrie's move¬ 
ment were echoed in thedebata on deve¬ 
lopment and displacement in other parts 
of India. Baliapid movement* and its call 
for the struggle for people's rights over 
Bheeiamaii (habitat) be<^e symbols of 
democratic movement in India. 

Born in 1918, Brundaban'Raj was an 
activist in India’s freedom struggle and an 
underground organiser in the Quit India 
Movement. He was jailed several time<- 
and was tortured by the police. After 
independence, he shunned electoral office 
and remained a committed grass roots 
social worker. When the Test Range was 
announced he came to the forefront of the 
resistance movement and led it success-, 
fully preventing the location of the Test 
Range in Baliapal. In his death, the 
democratic movements in India have lost 
a great fighter. We send our sincere con¬ 
dolences to the Khyapanastra Ghati 
Pratirodh Committee and his close rela¬ 
tions. We reaffirm our solidarity with 
the Baliapal people's movement and 
the cause which Brundaban Chandra Raj 
represented. 

Rajni Kothari, Medha Patkar, 
Manoranjan Mohanty, Y P Chibber, 
Aurobindo Ghose, Rajesh Gupta, 
Madhu Kishwar, Swami Agnivesh, 
Joseph Mathai, Vijay Pratap, Anil 
Sadgopal, Janak Lai Thakur, 
B L Sharma, Kishan Pattanayak, 
Thomas Kocherry, Ranjana Padhi, 
Arun Kumar Singh, Shripad 
Dharmadhikari, Suresh Bhatt, 
T K John, Joginder 'Vhdav, Dhruva 
Narayan, Yogendra Yadav, Hari 
Subramaniam, N Bhattacharya. 
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Export-Import Policy 


T he revisions effected in the five-year (1992-97) export- 
import policy, though not earth-shaking, rqpresent a further 
attempt to squeeze export surpluses from a sluggish economy. 
The five-year exim policy, introduced in April 1992, was radically 
revised last year in order to pay special attention to the growth 
of exports from agriculture and allied sectors. As many as 146 
items were removed from the negative Us; of exports and export 
incentives were au^ented through extension of duty drawback 
to 333 new items and improvement in the drawback rates for 
84 products. While announcing the latest revisions, the com¬ 
merce minister has said that last year’s “measures have yielded 
handsome dividends” in the form of a 43.3 per cent rise in 
exports of agriculture and allied sectors, exposing the govern¬ 
ment’s unconcern for the distortion of the structure of the coun¬ 
try’s export-import trade. Even the exports of so-called engineer¬ 
ing got^s consist, to the extent of some two-thirds, of products 
which are as good as raw materials. 

in the latest revision of export-impdit policy, two steps which 
sund out in this respect are: first, expansion of the scope of 
the system of Special Import Licences (SILs) by including in 
its purview import of products hitherto in the negative list con¬ 
sisting of consumer goods, office equippient, spares and com¬ 
ponents of consumer goods, communiration equipment, sports 
equipment, a^ health-related equipment as also gold and silver 
at concessional rates of customs duty paid in foreign exchange 
by holders of exchange earners’ foreign currency (EEPC) accourtts; 
and, second, permission for import of second-hand capital goods 
at normal import duty rates by actual users with a reduced 
minimum residual life stipulation of five years as against the 
earlier seven years; the requirement of a certificate from a 
chattered engineer has also been dispensed with for macjiinery 
up to Rs 1 crore in value As many as 67 consume’ and other 
goods art now allowed to be imported against the special import 
licences; these range from colour TV sets (30' and above), video 
cameras, air-conditionen (two tons and above) and refrigerators 
(capacity above 200 litres) to cordless and cellular telephones, 
in the capital goexis sector, the permission for import of second¬ 
hand machineries is in addition to the Export Promotion Capital 
Goods (EPCC) scheme under which import of capital goods 
IS permitted at a concessional import duty of IS per cent sub- 
jcA to export obligation of foijr times the c i f value of imports 
in a period of five years. Under the latest revisions, this export 
oUigation can be discharged even through third-pany exports of 
products that have some nexus with the imported capital goods. 

It has been estimated that the bulk of India’s exports are 
import-dependent to the extent of at least SO per cent. Hitherto 
sudi import dependence was primarily for raw materials and 
other in^tt as, for example, in the case of cashew and diamonds 
where the import content is over 70 per cent. Leather manufac¬ 
tures kwk set to join thb league. But the permission now granted 
fbr import of second-hand capital goods, the concessional EPCG 
scheme with the fbdlity for fulfilling the attached export obliga¬ 


tion through third-party export.s and the drastic reduction in 
import duties on capital goods and on raw materials, spares and 
parts are, ail put together, bound to raise further the import 
dependence of exports. Again, after the sharp devaluation of 
the rupee it was thought that there would be no need to con¬ 
tinue the numerous discretionary incentives foi exports. But while 
the substantial cash compensatory allowance was abolished, the 
many export incentives which continue, including some newly 
intrt^uced ones, do raise the basic question of what might be 
the domestic resource cost (DRC) of the additional export 
receipts. This was a major subject of concern in the l9S0s and 
1960s and should remain so because the drain of domestic 
resources for promoting exports will erode real incomes in the 
economy. Currency depreciation and other financial incentives 
do not, beyond a point, add to exerts; they only enhance the 
opportunity cost of export earnings. Apart from total exemption 
of export profits from income and corporate taxation and con¬ 
cessional rates of interest for exporters in general and the series 
of open incentives for 100 per cent export units and units in 
export processing zones, there is the duty exemption scheme under 
whidt imports used in esqwrt production are permitted duty-free 
under numerous schemes, including the value-based advanced 
licence (VABAL) scheme, the coverage of which has now been 
expanded fiom 2^212 products to 3,383. \bt another major conces¬ 
sion now offered is the expanded list of consumer and other 
goods, including gold and silver, under the special import licence 
scheme as the premium on the goods earlier coveted had dropped 
on account of the general import liberalisation. It has biwn 
estimated that the value of imports under SILs may go up to 
Rs 1,200 crore in 1994-93. This may not appear very large, but 
the objective seems to be to test the waters for opening up the 
Indian market for import of consumer goods, a pointer to which 
is provided by the latest Economic Survey which affects to be 
concerned that “(^antitative restrictions on import of consumer 
goods provide very high levels of effective protection to these 
sectors. This results in mis-allocation of investible resources away 
from sectors where the country may possess a comparative ad¬ 
vantage’ What is actually happening is that any comparative 
advantage that the country may have in high technology, 
knowledge-based capital goods industries is being systematically 
undermined. The concurrent throwing open of the economy to 
import of consumer goods will in due course complete the pro¬ 
cess of globalisation, so determinedly pashed by the developed 
countries, the transnational corporations, and the multilateral 
econdmic or^nisations. Yhe pattern of the country’s exports 
will progressively move in favour of agriculture and allied pro¬ 
ducts and low value added industrial goods. No wonder, so- 
called export houses, trading houses, star trading houses and 
now super-star trading houses are expected to play an important 
part in the country’s exports. The bulk of their exports will be 
third-party exports and, by their very nature, cannot belong to 
the category of sophisticated, knowledge-oriented products. 
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BJP 

In a Quandary 

NOrwi IHSTANDINCJ the BJPS recent 
anii-Ounkel rally, the party is obviously 
in the throes of grappling with a major 
difference of opini-ui on the issue within 
its leadership as m ■ II as among the rank 
and nic iVue to its tradition it is 
endeavouring to lo * these differences to 
project a stand on lAIT which may be 
interpreted differs oMy to suit the occasion 
by its members and constituents 

From the dclibcraiions at its executive 
meeting at Hydcra'iiid what has emerged 
is the tefurbishrd party plank which 
now reads thus ‘Hindutva Ramrajya- 
Swadeshi’. In one sense of coune none of 
the differences has ■ been resolved, but in 
another all shades can now appear to 
function for the gie >tei good of the party. 
At the start of the delibeiations it was ex¬ 
pected that the inteimg would arrive at 
crucial decisions with regard to major 
issues. Among them was the question of 
whether, in the wakt of the reversals in the 
last bout of elect) there should be a 
shift of focus In Ik;! Ayodhya and the 
mandir issue, llie impression that the BJP 
would underplay Itnidutva had begun to 
gain ground especially in the wake of 
growing criticism within the party that it 
was this focus which had been detrimen¬ 
tal to the BJP, especially in UP. To many 
it seemed that the shrill and strident ‘call 
to Ayodhya’ was not now sufficient to 
move the masses Ptisi election analysis in 
UP (EPiy, April I'^arly points to the 
fact that especially imong the dalits and 
backward castes the ‘masjid todo’ stance 
had been rejected Hiiidutva had to find 
a garb which was egalitarian and not so 
sharply divisive lliis is what is being 
sought to be tailoK d now Advani speak¬ 
ing at the end of the executive meeting 
affirmed that Hiiidutva was not a mere 
slogan, but the paity’s ideological mascot. 

This means oLskOusly that Hindutva 
will not be the mam agenda in the for¬ 
thcoming elections, but rather a construct 
of broader goals within the ideological 
garb This is why 'he party’s consensus 
stand on GATT is yet to emerge. On the 
one hand, the groundswell of opposition 
to the country ber'g party to the agree¬ 
ment mitigates against the party taking a 
pro-GATT stand On the other, it cannot 
afford to adopt the swadeshi strategies 
being systeinaticailv promoted by RSS 
and alienate indusiiy and financial in¬ 
terests Some ot (he party leaders, 
especially Vatpayi < and Joshi, have been 
adhering to opposi.ig India appending its 
signature to the agreement Thus at the 
conclusion of the executive meeting, the 
committee formed to draft the party’s 
economic resolution comprised all shades 
of opinion—Murli Manohar Joshi as well 
as the membeis ol the economic cell. 
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Jay Dubashi and S C Agarwal, and par¬ 
ty general secretary K N Govindacharya. 
It put forward eight demands, but con¬ 
centrated on analysing the budget. Apart 
from saying that the budget was prepared 
under the shadow of GATT and calling 
for a complete ban on the entry of 
multinationals into the consumer goods 
sector, it focused on such issues as what 
It saw as a neglect of defence, the need for 
greater transparency in the disinvestment 
package for public sector, government 
spending, etc. 

The party also sought to acknowledge 
the lessons of the UP debacle by introduc¬ 
ing what is being termed ‘mandalisaiion’ 
in the party. What this means is that in 
the organisational structure there will be 
a greater effort to induct backward and 
scheduled caste members. However, in 
clear recognition of the fact that its major 
support base comes from the upper and 
middle castes, it has been emphatically 
stated at various fora that the Blip’s 
programmes cannot afford to be caste- 
targeted but rather that they would have 
to be pro-poor. The RSS however will con¬ 
tinue with its programme of yatras in the 
tribal areas and its campaign to enlarge 
the Hindutva fold. 

What this will mean in concrete terms 
will only emerge after the the party’s con¬ 
clave at Sanska. But the party is clearly 
in a quandary about what kind of relative 
emphasis it must put on the various issues 
and It may well resort to an election pro¬ 
gramme which will allow for greater flexi¬ 
bility than so far. 

THE BUDGET 

Sinking under 
Interest Burden 

ONE Item of central government expendi¬ 
ture which has registered phenomenal es¬ 
calation in leoent years is interest payments. 
In the latest budget gross interest payments 
are projected to rise from Rs 37400 crore 
in 1993-94 (RE) to Rs 46,000 crore in 
1994-95, absorbing 33.4 per cent of the 
projected revenue receipts. Of course, the 
increase in gross interest liabilities of the 
government need not by itself be a mat¬ 
ter of concern if either the interest receipts 
of the government were also increasing or 
the government’s current revenues were 
registering a matching improvement. The 
concern arises because neither seems to 
be happening with the result that the pro¬ 
portion of the government’s current 
revenue which has to be earmarked for 
meeting us interest liability goes up. 

The government’s interest receipts have 
been going down rather sharply in recent 
years; they were as high as 70 per cent of 
gross interest payments in 1980-81, where¬ 
as in 1994-95 they will have come down 
to under 35 per cent At the same time. 


the government's ewtent rei^ues u a 
multiple of gross interest payments have 
been on the decline—from a multiple of 
9.4 in 1980-81, these have come down to 
l.9.-lf a government wanu to keep iu in¬ 
terest liabilities relatively low, it must 
either see to it that interest recoveries keep 
pace with the increase in its liabilities on 
that score or ensure that its non-interest 
revenues register a growth rate sufficient 
to match the expansion in interest 
liabilities. Otherwise the situation is 
bound to reach a point when the propor¬ 
tion of current revenues left after meeting 
the interest Habillties will not be enough 
to meet the government's other^nhnt ex¬ 
penditure commitments. The situation 
becomes worse if these expenditure com¬ 
mitments cannot be contained. Rising 
revenue account deficits are a necessary 
consequence. 

This is precisely what the present 
finance minister’s budgetary exercises have 
resulted in. The revenue account dellcit 
has been on the rise during his tenure; 
from Rs 16,261 crore in 1991-92, it will 
have gone up to Rs 34,058 crore in 
1993-94. The budget for 1994-95 expects 
to bring it down to Rs 32.727 crore, but 
going by the experience of 1993-94, the 
apprehension that it will in fact be much 
higher cannot be easily dismissed. The 
problem with the ongoing budgetary ex¬ 
ercises is that the philosophy underlying 
them does not call for additional revenue 
effort; if anything it calls for reduced 
taxes—revenues are assumed to increase 
automatically as tax rates are brought 
down—whereas expenditures, esped^ly 
non-deveiopmental expenditures, are found 
to be impossible to ke^ within bounds. In 
the circumsunces, it should come as no 
surprise if at the end of the new financial 
year interest liabilities of the government 
require an even higher proportion of the 
government’s current revenues than 53.4 
per cent. The present finance minister is 
trying to have the cake and eat it too. 


INTEREST BURDEN 

Self-Inflicted Wound 

THE most debiliuting impact of the 
structural adjustment programme on 
government finances is to be seen in the 
galloping interest burden. Over 90 per cent 
of the increase in the interest burden is 
attributable to internal debt and other in¬ 
ternal liabilities. Amongst the internal 
liabilities, interest rates on small sav¬ 
ings and provident fun(js have remained 
unchang^ during the period and the 
fiscal incentives attached to them have 
been reduced. As a result, accruals under 
small savings in particular have been 
declining. The bulk of the additional 
interrst burden on the central budget 
has thus emanated from increases in 
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During the lau two )«ah, there has oc¬ 
curred a sharp change in the interest rate 
f structure on market loans and various 
types of treasury bill borrowinp (91-day, 
Itt-day and 364-day). In the case of 
market loans, not only have yield rates 
been pushed up but the .maturity period 
of the loans has been drastically narrow¬ 
ed from the erstwhile maximum of 20 
years to 10 yean in the case of both the 
state and central governments. The yield 
rates on central government securities were 
drastically pusM up from 10.75 percent 
in 1991-92 (fint tranche) to 13.5 per cent 
in 1993-94 for 10-year securities. In fact, 
20-year securities had been issued in 
1991-92 at a yield of 11.50 per cent. While 
these sharp increases were effected in yield 
^ rates, the spread as between different 
maturities starting from three years up to 
10 yean was kept at a minimum—12.75 
per cent for thrW years, 13 per cent for 
five years, 13.25 per cent for seven years, 
13.40 per cent for nine years and 13.50 per 
emit for 10 years. What is more; even for 
treasury bills inflated market expectations 
of high disoount rates were stimulated and 
implicit cut-off yield rates in auctions of 
91-^y treasury bills ranged from 9 to 11 
per cent and those on 364-day treasury 
bills from 11 to 11.5 per cent. Thus what 
seems to have weighed the most in the fix¬ 
ation of the level and term structure of 
, rates is the ideological concern with 
pushing the yield rates as high as possible 
so that they would appear to be market- 
related, ignoring the sovereign and bulk 
nature of these assets for banks and other 
holders and, more importantly, not con- 
skkring the fact that tiw loans are intended 
to finance social and economic develop¬ 
ment through the central budget. It is this 
insensitivity to considerations of cost for 
the central budget on the part of the 
bureaucrat which has been most appalling 
Even state governmena whose finances 
are in a perilous state hai« been made to 
Pt • yi^ rate of 13.5 per cent on their 
market loans. Apart from the higher in¬ 
terest rates on market loans, tlw states 
have also been made to pay increasingly 
higher interest rates on central loans to 
thm. Thus on their small savings loans 
from the centre the states paid rates of in¬ 
terest of 12 per cent in 1989,13 per cent 
in 1991,14.5 per cent in 1992,15 per cent 
in June 1993 and 14.5 per; cent in 
September 1993. Even on tl^r plan and 
non-plui loans they now pay to the cen¬ 
tre a rate of interest of 12 per cent com¬ 
pared to 10.25 per cent in 1991. The pay¬ 
ment of interest by tlw state goverrunents 
to the centre has thus shot up from about 
Rs 5,592 crore in 1990-91 (RE) to Rs 11,162 
crore in 1994-95 (BE). A substantial part 
of the. rise has bem due to increases in the 
average interest rate on such loans. 


from the central government budget. 
Despite drastically r^uced dependence on 
market loans, the centre's interest outgo 
on such loans has shot up from Rs 6,300 
crore in 1990-91 to Rs 10,380 crore in 
1994-95—an increase of 65 per cent com¬ 
pared to a rise of only 46 per cent in 
outstanding market loans (excluding con¬ 
verted loans). Interest payments ^ the 
centre on treasury bilb alone would work 
out to Rs 10,506 crore during 1994-95 as 
against Rs 3,406 crore in 1990-91. 

Against this background and the fact 
that there is such massive liquidity 
available in the rinanciai markets—and 
when four reductions have been affected 
in comroerciai banks’ maximum lending 
rates—the reduction in coupon rates now 
offered by the Reserve Bank on 10-year 
and five-year securities for conversion of 
364-day and 91-day treasury bills from 
13.5 per cent to 12.5 per cent and from 
13 per cent to 12 per cent, respectively, 
should be welcomed, in fact, there is 
scope for reducing the rates by another 
half a percentage point and for u idening 
the spread between maturities. 

CONTRACEPTIVES 

Case for Public Enquiry 

THIS week, Upjohn of USA, in colla¬ 
boration with Max Pharma, launched in 
BombiV the irtjectable contraceptive Depo 
Provera (DP), a drug which has been con- 
trosvrsiai since 1960s when it was first in¬ 
troduced in the US. In fact the history.of 
DP from the stage of its experimenution 
and clinical triab to its marketing is an 
excellent case study of the manner in 
which drug companies have iiunaged to 
put unsafe products into the market and 
how third world country governments 
have been pressurised into accepting 
unethical products. 

Depo Prtfvera is a contraceptive injec¬ 
tion which is meant to provide contracep¬ 
tive protection for three months. Its 
greatest advantage, when it was first in¬ 
troduced, was that once iitjected a woman 
could be assured of protection for the 
duration. Or, in other words, the medical 
establishment especidly in third world 
country population control programmes 
did not ne^ to follow up on the women 
who had accepted the contraceptive, 
unlike for other birth control measures 
then available, such as the lUD or the pill. 
But such was the enthusiasm of the com¬ 
pany which developed Depo Provera that 
it hastily sought to fool the US Food and 
Drug Authority into issuing it a licence by 
fudging data and providing insufficient 
information on the drug trials. The irooy 
>b that even before the US authority could 
register the drug, it was being used exten¬ 


sively Tn third world (^oUi^'rii^,'’<^ Mli^'' 
bring tested' on large numbers of woihrii,'. 

All this generated such a groundsweH. 
of opinion against the injectable con- ' 
iraceptive that in 1984 the US FDA was 
forced to hold a public' enquiry, only the . 
second time in its history, to decide on ' 
whether the drug should be licensed. Its 
verdict held that there was insufficient 
material to show that the drug was safe. 
For instance, the company's claim that 
there were no long-term risks associated 
with the drug was not supported with suf¬ 
ficient data . The long term consequences 
of the use of the drug on cancers especial¬ 
ly of the breast and the uterus as well as 
osteoporosis and ath<-io$clerosis had not 
been well-studied either in animals or in 
humans. The US FDA did not license DP 
for use as a contraceptive until 1990. And 
this was in the conte.xi of the resurgence 
of anxiety about the )x>puiation explosion 
especially in the third world and the fact 
that the latter had increasingly become 
cautious about licensing a drug which htui 
not been registered in the country of origin. 

in India, the Indian Council of Medical 
Research began clinical testing of the drug 
in 1974 but soon abandoned the trial, 
reportedly because of the high dropout 
rate and the fact that there were too many 
doubts being expressed about the drug. 
Subsequently, several attempts were made 
to either start clinical trials of the drug 
or to make it available in the market. By 
the 1980s the women's and health move¬ 
ments in India as elsewhere had come to 
the conclusion that contraceptives which 
took away control from the woman, and 
which could not be withdrawn if the user 
so wanted should not be allowed to be in¬ 
troduced in stale family planning pro¬ 
grammes. A main rea.son was that there 
was insufficient infiastructural support 
for follow up or emeigcitcy care and that 
the drugs had not been proven to be safe. 
Health groups pointed to several areas 
where no studies had been conducted at 
all such as, for instaiKc, the effect of long 
acting contraceptives on infants being 
breast-fed by women who were on these 
contraceptives, return to fertility of 
women who discontinued after some years 
of use, effect of continuous presence of 
the drug in the blood, etc This sund was 
also applicable to such other long acting 
contraceptives as Net cn (another injec¬ 
table) and Norplant, .sn implant. 

Late last year in a remarkable and ques¬ 
tionable move, makiii,' a mockery of all 
the data gathered by women's and health 
groups all over the wo; Id, the Indian drug 
control authorities licensed DP for con¬ 
traceptive use and in October, Upjohn 
signed a collaboration agreement with 
Max India to produce, market and sell the 
drug in India. This week’s launch meant 
to educate doctors on DP was a logical 
outcome of this process. 
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What is exirumiinary about all this is 
that the drug control authorities and the 
ICMR have seen it fit to allow a contro¬ 
versial drug into the market when it is 
neither necessary nor essential. And 
sigmincantly. the material iiresented by 
Upjohn at the medical conference earlier 
this week does not appear to remove the 
doubts expressed by the US public enquiry 
of 1984. The drug will reportedly be sold 
on the market on prescription and the 
company has agreed to undertake post- 
marketing surveillance Since neither the 
ICMR nor the drug control authorities are 
equipped to participate in this surveil¬ 
lance, It IS unlikely that a company with 
a long record of unethical practices will 
conduct an ethical and honest appraisal 
of the drug on its own 
The company’s argument is that since 
It IS not offered through the family 
planning network but is sold at a price 
(reportedly. Rs 120 per dose), women will 
be able to make decisions on their own. 
Experience has shown that given the nexus 
between doctors and drug companies, 
there IS very little room for independent 
deasion-making especially on the part of 
women. Alternative information cannot 
compete with the onslaught of the highly 
visible marketing techniques used 
MNC-backed drug companies 
Moreover, there are reports that Net en, 
against the introduction of which women’s 
groups have gone to the Supreme Court, 
may also be available on the market 
soon—German Remedies has recently 
placed an ad in newspapers to this effect. 
The case has not been disposed of as yet. 
Is it ethically correct, even if it is legally 
so, to allow the sales of Net en*^ 
in the circumstances, there is an urgent 
need to press the authorities to institute 
a public enquiry on both these contracep¬ 
tives which have been on the world marto 
for so long and have proved to be con¬ 
troversial in every country they have been 
introduced m 

UTTAR PRADESH 

Targeting Dalits 

THE recent violent clashes between the 
police and angry dalits that rocked Meerut 
ire now being attnbuted to liuid- grabbers 
who wanted to scire land worth several 
akhs of rupees behind the facade of mstal- 
ing a statue of Ambedkar. The violence 
was sparked off, according to the dalits. 
when the upper caste people prevented 
hem from installing the statue on a va- 
ant plot (reportedly belonging to a hous- 
ng board or. according to another version, 
o a panchayat) and the police came out 
n support of the upper caste people 
Whatever might have been the reason 
'or the violence, there arc several impor- 
ant questions that arise from the way in 


which the administmtion dealt arith the 
issue in Meerut. If we accept, for the sake 
of argument, that land-giabbere sup¬ 
ported by a few dalit politicians looking 
for political mileage were behind the con- 
fla^tion, it needs to be asked why the 
administration refuses to be eqiudly 
prompt in suppressing similar land¬ 
grabbing indulged in by touts and politi¬ 
cians belonging to the majority communi¬ 
ty and the Hindu upper castes? It is an 
open secret that land-grabbers under the 
protection of politicians instigate riots to 
oust the original residents of certain areas 
(who usually belong to minority or dalit 
communities) and then seire their lands 
to begin the lucrative business of building 
residential or oommercial accommodation 
there. This familiar pattern of provoking 
communal or caste riots, accompanied by 
arson and looting of the homes of the 
victims, forcing them to flee, and followed 
by the occupation of their land, could be 
observed in the riots in the wake of tlw 
Babri masjid demolition in certain areas 
of Bombay and Calcutu and Muslim- 
dominated localities in UP towns. 
Curiously enough, in these cases of com¬ 
munal riots, the administration chose to 
ignore the actual culprits—the land- 
grabbers and their political patrons—and 
decided instead to apprehend a few minor 
criminals as a show of lU concern for ‘law 
and order’. During the communal nots 
that rocked UP following the demolition 
of Babri masjid, there were few cases of 
the police finng upon rioters belonging to 
the majority community (who ruled the 
roost for quite some time even after the 
imposition of president’s rule in the state). 

Kbt now under a government run by a 
shaky alliance of dabts and OBCs, we find 
the same police suddenly waking up to the 
land-grabbers-politicians axis and using 
that as an excuse to fire upon dalits, kill¬ 
ing at least two and injuring scores. The 
lessons are clear. First, an upper-caste 
dominated administration in the highly 
surcharged’communal and casteist en¬ 
vironment in UP will invariably gun for 
the dalits when they violate the ’laws of 
the land’ (the same laws which are allowed 
to be violated by the upper caste gentry 
by the same administiaiors) Secondly, while 
Tighung against this disenminatory policy 
of the administration, daht organisations 
should take care to ensure that they are 
not utilised by unscrupulous anti-social 
elements and politicians By borrowing 
the nefarious tactics ot their enemies, 
dalits would only damage their own cause 


SOUTH AFRICA 

Minority Apprehensions 

THE declaration of the emergency in 
Naul province and the despatch of troops 
to quell the spiralling violence and the 


ANC^ sigiport for the acdmimeoariiMy 
a sign of the timet tai South Afirkt. la the 
past month the staters forces have been 
used tvrice to put down anti-election 
violence: once against Afrikanre right- 
wing groups and the Boputhattsmna 
royalists and now against Zulu rayaUst- 
inspired violence in Natal. These events 
spell out more vividly than ever the pn>- 
blemt that will conftont the government 
after the elections. 

The decision to impose the e m erg en cy 
has come after the failure of the talks with 
the Zulu king on the issue of self- 
govemanoe of the tribal areas of Kwazulu. 
The summit meeting of president F W de 
Klerk, ANC chief Nelson Mandela, the 
Zulu king and his uncle, the leader of the 
Inkatha Freedom Party, collapsed after 
the carnage in Johannesburg early last 
week. At least 51 people were killed and 
over 173 wounded when a march in sup¬ 
port of the Zulu king turned into a blood¬ 
bath. But even before that it was evident 
that the talks could have been only a face- 
saving measure for the Inkatlm Party 
which has become isolated in the pro¬ 
cesses leading up to the elections later this 
month. In the meanwhile; violence has 
escalated in Natal and surrounding areas. 
Although the Inkatha has legisteied for 
the elections, it is evidently doing its best 
to regain some political clout before the 
event, in Which it is unlikely to make an 
impact. 

The disarray in the Zulu Party is likely 
to pose more, not less, of a problem for 
the new government. While the imposing 
of the emergency in the troubled province 
and the employing of troops to quell the 
violence may seem the logical solution, 
there is the larger issue of how such 
violence should be dealt with in future. 
Moreover, while the Inkatha’s alliances 
with the pro-Nazi Afrikaner groups may 
have petered out temporarily, that there 
is the unresolved issue of self-governance 
in these areas cannot be forgotten. The 
2Uilus fear that the ANC will wipe out 
Zulu culture and society and that fear can¬ 
not be brushed aside: The ANC has ruled 
out, on prinaple, the concept of self- 
governance: However, there have to 
mechanisms which ensure that adequate 
representation is provided in areas where 
bwause of majority interKts, minorities 
will feel threatened. This iUue cannot be 
dealt with in a spirit of viendetta: it has 
to be addressed and resolved. It is in this 
context that the fact that the de Klerk 
government has not come down heavily 
on the now revealed ijetwork that existed 
between the state's forces and the Inkatha 
IS of concern. There are obviously sections 
of the state’s forces who will resent the 
ANC’s authority and unless means are 
found for the expression of sectional in¬ 
terests, they may find unconstitutional 
and undemocratic ways. 
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KN iBE CAPTIAL MARKET' 


Rathi Ispat 

BELX)N01l>Ki to the P C Rathi group of 
compeniet, Rathi Itpat is enmed in 
nuunifiKturing alky steel and stainless 
Reel bUktt ai^ steel cdnings. Tbe oom- 
pany now has phms to undertake an ex- 
pansion/modernisation/diversifleation 
programme with a total project outky of 
Rs 27.4 crore which will enhance the pre¬ 
sent capitity from d0,000 to 1.50,000 tpa. 
IFCI which has appraised the project is 
participating in the project by wi^ of term 
loans and equipment leasing Tinance to 
the tune of Rs 5.6 crore. To part finance 
the project the company plans to tap the 
capital market in the second week of May 
with a pubiic-cum-rights issue of fully 
convertible debentures (FCDs) aggre¬ 
gating Rs 21 crore. FCDs in tte rights 
issue will be convertible at a premium of 
Rs 20 per equity share while FCDs in the 
public issue will carry a premium of Rs 25 
per equity share on conversion. With part 
of tiK project already completed the 
balance is expected to be completed by 
December I9M. 

Neuland Laboratories 

Promoted by Dr D R Raob Neuland 
Laboratories is engaged in the production 
of salbutamol sulphate^ an anti-asthmatic 
drug, labetalol hydro^loride; an anti- 
hypertension drug and ciprofloxacin, a 
quinolone antibiotic, at Medak district, 
Andhra Pradesh. The company now plans 
to set up installed capacities for manufac¬ 
turing 8 tpa of ketorolac tromethaminc; 
1.5 tpa of enalapril maleate, 60 tpa of ran- 
tidine hyderothamine, 12 tpa of norflox¬ 
acin, 6 tpa of ofloxacin, 12 tpa of peflox- 
adn and 36 tpa of dprofloxadn. ICICI 
which has appraised the project puu the 
project cost at Rs 15.7 crore. lb pan 
finance the project the company plans to 
tap the capital market with an issue of 
equity shares of Rs 10 each at a premium 
of Rs 35 per share aggregating Rs 8.7 
crore: While equity shares have been 
reserved of firm ailmment basis to UTl, 
ICICI, SCICI and Morgu Stanley (at the 
same premium), the public issue opens for 
subscription on April 18. 

Pantaloon Textile. 

Ihmuloon Ibxtile industries which is 
engaged in the manufacture of blended 
fabrics, primarily trousers and suitings 
material under the brand name *Pan- 
uloon Expression’ is entering the capital 
market with a public issue aggregating 
Rs 3.6 crore. Promoted by Kishore Biyani, 
the company belongs to the Ikntaloon 
Fashions group and sells its producu to 
established names such as One Plus One 


Creations (Cliff), Nims Apparel (Double 
Bull), Impa Enterprises ^ousta^) and 
Mayfair Knitting Industries in addiijpn to 
the group flagship, Pintaloon Fashions. 
The company now plans to expand its 
capadty from 5.3 lakh metres of fabrics 
per annum to 30.4 lakh metres per annum 
at a total outlay of Rs 8.5 crore The pubUc 
issue which consists of equity shares of 
Rs 10 each at par is to part finance the 
expansion project and will open for 
subscription on April 18. 

SB and T International 

A Bombay-based profit-making company, 
SB and T International is a 100 per 
cent export-oriented unit promoted by 
S K Sethi for manufacturing diamonds 
and coloured stones, studded gold alloy 
and jewellery like rings, pendants, brace¬ 
lets, ear-rings, etc The company now plans 
to double its capacity from the existing 
408 kgs to 816 kgs at a total cost of Rs 7.9 
aore. It has entered into a technical and 
financial coUabomtion agreement with SB 
and T Gem Imports Inc; USA which has 
also agreed to buy-back 75 per cent of the 
company’s production for a period of 20 
years. The company expects to commence 
commercial pr^uction on the expanded 
capacity by May 1994 and the projected 
capacity utilisation for the first year of 
operations on expanded capacity, i e, 
1994-95, is 60 per cent, lb part fiiuuioe the 
project the company will enter the capital 
market on April 18 with a public issucof 
equity shares of Rs 10 each at a premium 
of Rs 40 per share aggregating Rs 5.9 crore. 

Apple Mutual Fund 

Apple Mutual Fund which has been spon¬ 
sor^ by Apple Industries is coming out 
with a close-ended scheme christened 
‘Apple MkUs Fund-—The Goldshare'. This 
is a five-year growth-oriented scheme 
which will consist of five crore units 
of Rs 10 each and will be listed on 
the Bombay, Calcutta, Delhi. Madras, 
Ahmedabad and Baroda stock exchanges. 
Around 85 per cent of the proceeds of the 
fund will be invested in equity and equity- 
related instruments while the rest will ^ 
invested in debt and money market in¬ 
struments. The fund which will announce 
its net asset value on a weekly basis in ad¬ 
dition to nwking a full disclosure of its 
portfolio annually will open for subscrip¬ 
tion on April 12. 

Shoppers Investment 

An existing listed company. Shoppers 
Investment and Finance Company is 
engaged in the business of hire pur¬ 
chase and consumer durable financing.« 
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Promoted by G Mohan, the company 
already has branches in Madras, MyfaqxNt;' 
Tuijore, Dichy, etc, and has entered into . 
an agreement with Reliable Hire Purchase , 
Company for the use of the brand name 
‘Ready Money’. The company now plans 
to expand its operations at a total cost of 
Rs 11.3 crore and also ni^trkei small-scale 
industries’ products unde its brand name 
To part finance its plans (he company is 
offering to the public equity shares of 
Rs 10 each at a premium of Rs 2 per share 
aggregating Rs 6 ciurc in addition to a 
rights issue of Rs 3.3 crore and promoters’ 
contribution of Rs 2 ciore. The issue 
which will reduce the prumotcr’s stake to 
26 per cent will open for public subscrip¬ 
tion on April IS. 

Bombay Offshore 
Supplies 

Bombay Offshore Supplies and Services 
(BOSS), one of the few companies engag¬ 
ed in the highly specialised and strategic 
oil and gas industry, has been promoted 
by P V S Sawhney for providing and in- 
digenising specialist services to the oil and 
gas industry. BOSS plans to tap the capital 
market on April 25 with a public issue of 
180 lakh equity shares of Rs 10 each at 
par aggregating Rs 18 crore. The issue is 
to part finance the company’s project 
which involves contract drilling by way of 
charger hire of the rig, BOSS Prithvi to oil 
exploraling agencies/companies in India 
and/or abroad. The rig has undergone a 
comprehensive refurbishing at Dubai 
drydocks and will be placed on charter 
hire with oil and gas exploration com¬ 
panies’ agencies in Indian waters by the 
end of 1994. 

Pan India Drugs 

Pan India Drugs and Chemicals com¬ 
menced production of trimethoprim, nor¬ 
floxacin and disclofenac sodium under 
phase I of its Rs 4.6 crore project in 
February this year. The company is now 
setting up production facilities for 
manufacturing 225 mtpa of ibuprofen 
under phase II of the project which is ex¬ 
pected to be complete in this July. The 
company has already entered into an ex¬ 
port tie-up with f^chsheel International, 
Bombay, for 100 per cent of its produc¬ 
tion under phase I and 150 mt of 
ibuprofen under phase II. Further, it has 
aport orders worth $ 90,750 for 4,(X)0 kgs 
of trimethoprim and disclofenac To part 
finance the project the company plans to 
tap the capital market on April 18 with 
a public issue of equity shares of Rs 10 
each at par aggregating Rs 2.8 crore. 
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The annual rise in WPI has almost touched double-digits and much of the increase has been in basic consumption goods and non-fdod 
primary anicles. A majority of the infrastructure industries have shown some growth over the fiscal year, except hydel power. 
and fc^liser. Base money has been swelling continuously due to the RBI’s market intervention in buying foreign wh«nge TTie trade 
weighted exchange rate of the rupee has risen over the previous year, particularly in teal terms. There was a substantial decline in tourist 
arrivals in 1993-94. There was also a reduction in net aid inflow. Foreign exchange aeserves have crossed the S 15 billion mark. 

Macroeconomic Indicators 


Index Niunbers of Wholesale 
Prices (1980-81=1001 


Weights Mar 19, 
1994 


_ Variatio n (Per Centi: Poin t-to-Poiut_ 

Over 12 Months Fiscal Year So Fa r 1992-93 1991-92 1990-91 1989-90 
Latest lYevious 1993-94 1992-93 


All Commoditie., 

100.0 

256.0 

0.9 

9.9 

7.1 

9.8 

7.0 

7.0 

13.6 

12.1 

9.1 

lYimary Articles 

32.3 

258.4 

1.2 

11.2 

2.5 

11.3 

3.1 

3.0 

15.3 

17.1 

6.4 

Food Artictr.« 

17.4 

281.6 

-0.4 

4.8 

5.1 

4.9 

5.5 

7.5 

20.9 

18.9 

2.1 

Non-Food Articles 

10.1 

276 2 

4.4 

23.1 

-2.5 

23.1 

-1.4 

-1.4 

8.1 

19.3 

13.4 

rnel. Power, Light and l.ubricants 

10.7 

276.4 

0.4 

12.4 

15.2 

12.4 

15.2 

15.2 

13.2 

H.d" 

6.3 

Manufactured Products 

57.0 

250.8 

0.9 

8.6 

8.3 

8.5 

7.8 

7.9 

12.6 

8.9 

11.1 

Food lYoducIs 

10.1 

250.7 

1.0 

11.7 

6.4 

11.7 

6.8 

6.8 

10.2 

13.2 

12.9 

Food Index (computed) 

27.5 

270.3 

0.1 

7.0 

5.5 

7.1 

5.9 

5.8 

17.2 

16.8 

5.7 



Latest 



Variation (Pet 

Cent): P 

Oint-to-1 

’oint 



Cost of Living Indices 


Month 

Over 

Over 12 Months 

Fiscal Year So Far 1992-93 

1991-92 

1990-91 

1989-90 




Month 

Latest 

(Yevious 

1993-94 1992-93 





Indastriai Workers (1982=100) 


263' 

-0.4 

9.1 

5.7 

8.2 

5.2 

6.1 

13.9 

13.6 

6.6 

Urban Non-Man Emp (1984-85=100) 


220" 

0.9 

7.3 

9.6 

7.3 

6.8 

6.8 

13.6 

13.4 

8.0 

Agri Lab (luly 60 to June 61 = 10t)) 


1166' 

nil 

9.4 

5.0 

10.7 

1.9 

0.7 

21.9 

16.6 

1.0 


Money and Banking (Rs crorc) 

Money Supply (M3) 

Currency with the Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to Comml Sector 
Net foreign exchange assets of the 
banking sector 

Reserve Money (Mar 11.94) 

Net RBI Credit to CenUc (Mar 11,94) 
.Scheduled Commercial Banks (Mar 18. 
Deposiu 
Advances 
Non-food advances 
Investments 


ProducUon (1980-81=1 (X)) 

Ceneral Index 
Mining and Quarrying 
Manufacturing 
Fiectneity 


428828 

82402 

343159 

204632 

234171 

49690 

136778 

100576 

94) 

313814 

163622 

152715 

132393 


Over 
Mondi 
6808(1.6) 
2083 (2.6) 
3116(0.9) 
-1497 (-0.7) 
1046 (0.4) 


Rscal Y ea r So Far 
1993-94 1992-93 

62003 (16.9) 46535 (14.7) 
14129(20.7) 7856(12.9) 

45920(15.4) 38380(15.0) 

28394(16.1) 15947(10.1) 

14036(6.4) 29736(15.8) 


1992-93 

45184(14.2) 
7414(12.4) 
37152 (14.5) 
17826 (11.3) 
28380(15.1) 


1991-92 

51653 (19.4) 
8050(15.2) 
43392 (20.5) 
18070(12.9) 
16225 (9.4) 


9224(22.8) 24738(99.1) -1804 (-8.5) 

3374(2.5) 25999(23.5) 7631 (7.7) 

-2579 (-2.5) 4053 (4.2) 4665 (4.9) 

4191 (1.4) 45242(16.8) 37814(16.4) 

1075(0.7) 11640(7.7) 26390(21.0) 

1338(0.9) 7476(5.1) 24317(20.1) 

3788(2.9) 26737(25.3) 15460(17.1) 


25014(18.0) 21205(100.4) 
11438(11.5) 11726(12.4) 

2175(2.3) 5904(6.7) 


37814 (16.4) 
26390(21.0) 
145239(20.1) 
15460(17.1) 


38216(19.8) 
9291 (8.0) 
120922 (8.2) 
15131 (20.2) 


1990-91 

35517 (15.4) 
6419 (13.8) 
29252 (16.0) 
23569 (20.0) 
21205(14.1) 

10581 (.59.1) 
14577(1.2) 
15864(21.8) 

25583 (15.3) 
14848(14.6) 
111795(12.4) 
10696 (16.6) 
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1993 

1993-94 

1992-93 

1992-93 1991-92 19W-9I 

1989-90 1988-89 1987-88 1986-87 

100.0 

219.9 

211.1(1.9) 

207.2(4.0) 

1.6 

-0.2 

8.4 

8.6 

8.7 

7.3 

9.1 

11.5 

227.5 

208.3 (-0.2) 

208.7 (2.4) 

1.7 

0.4 

4.5 

6.3 

7.9 

3.8 

6.2 

77.1 

209.1 

201.1 (LI) 

198.9 (4.2) 

0.9 

-1.8 

9.1 

0.6 

8.7 

7.9 

9.3 

11.4 

285.6 

281.8(7.4) 

262.3 (4.5) 

4.9 

8.5 

7.8 

10.8 

9.5 

7.7 

10.3 


Capital Market 

CeO* 

< - 

Month 

Ago 

Year 

Ago 

Trough of Peak of, 
1993 1993 

1W2-93 

1991-92 

End of F 
1990-91 

Lscal Year 
1989-90 

1988-89 

1987-88 

BSE Sensitive Index 

3836 

3745 

2409 

2037 

3455 

2281 

4285 

1168 

781 

714 

398 

(1978-79=100) 

(59.2) 


(-43.8)V 



(-46.8) 

(266.9) 

(49.6) 

(9.4) 

(79.4) 


National Index 

1868 

1804 

1070 

934 

1659 

1021 

1968 

589 

421 

372 

211 

(1983-84=100) 

r74.6) 


(-45.6)* 



(-48.1) 

a34.I) 

(39.9) 

(13.2) 

(76.3) 



1 • Over March 31, 1992. 

I External Sector 

I Exports: Rs crorc 
L'S $ mn 
Imports: Rs crore 
US $ mn 

Balance of Trade: Rs crore 
US $ mn 


1993-94 

62181 (31.6) 
19825 (20.6) 
63780(11.3) 
20335 (2.0) 
-1599 
-510 


1992-93 

47234(21.3) 
16441 (2.8) 
57302 (33.5) 
19945 (I3.I) 
-10068 
-3504 


53351(21.1) 
18421 (3.1) 
62923(31.5) 
21726(11.9) 
-9,572 
-3,305 


41042(35.3) 32553(17.6) 
17866 (-1.5) 18143(9.1) 

47851 (10.8) 43193(22.0) 
19411 (-19.4) 24073(13^) 


27681 (36.8) 
16626(19.0) 
35416(25.4) 
21272(9.1) 
-7.735 
-4,646 


Mar 25,_ 

Foreign Exchange Reserves 1994 Month Year 


R.<i crorc 
US $ mn 


47276 6362 28290 
15095 2013 9073 


___Varia tion Over __ 

Fiscal Year So F ar 1992-93 1991-92 1990-91 1989-90 1988-89 

1993-94 1992-93 

27080 4174 531(5 10223 -138i ^355 -647 

8643 301 ,731 3383 -1137 -854 -1386 
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External Sector 


Exchante Ratea of the Rupee 

Nov 1993 

Nov 1992 

1*993 

1992' 

March TWER 
IWl 1990 

1989 1988 i9l7 

T5wr 

36-Counicy TWER (1985x100); 











Official Rates 











(Baaed oa FEDAI Rates within brackeu) 











Nominal 

(46.85) 

(45.5)51.17 

(45.11) (43.87)49.89 

64.08 

75.52 73.43 79.82 82.19 

92.01 

Real 

(65.11) 

(60.04)68.29 

(59.37) (56.53)64.24 

74.69 

78.70 77.52 84.56 84.73 

92.13 







Monthly Average 

Annual Average Kates 







kiues 

_ 


_ 


March 25, 

Month 

Year 

Mar 31, 

Mar 31. 

March 

March 

1992-93 

1991-92 

199091 


1994 

Ago 

Ago 

1993 

1992 

1993 

1992 

(Apr-Feb) 



Official/RBI Reference Raie/Ra per US $ 




31.23 

25.89 



25.97 

24.47 

17 94 

Maikel/PEDAI Rate (Ra per US $) 

Bil 



31.22 

25.89 




— 

— 

Porrigii Direct luvcatUMat 

Foreign Cnllabomlinn Approvals 


Approvals Involving Hireign Investment 


1993 

1992 


1991 

l 9o0 ■ 



i99(r 


(up to Dec) 










Number 

1476 

1520 


950 

666 

785 

692 

289 

194 



Amount of Foreign 



Actual Flow 


Actual Flow of 



luvestmenl Approved 


ofFDI 

_ Pottfolio InyesimosL 


1993 

1992 

1991 

1990 

1993-94'* 

' 1992-93 1991-92 1993-94* 1992-93 

Rs Crate 

8860 

3890 

530 

120 

1882 

1 1694 

365 

7529 

701 

US $ million 

2852 

1386 

215 

67 

600 585 

148 

2400 

242 

* Expected by government 











Foreign AM (Rt Crore) 

April- 

April- 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 1988-89 1987-88 


Ian 94 

Ian 93 

(Budget) 

(RE) 







Net Aid Receipts 

1575 


4279 

3837 

5319 

5424- 

3181 

2595 

2460 

2893 

Net Aid Inflows 

-1910 

-973 

118 

-38 

1514- 


1347 

1101 

1218 

1916 


Cumulative for 










Fiscal Year So Far 










1793-94 

1992-93 

1992-93 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 1986-87 

1985* 

Tourist Arrivals (000) 

1700.0 

1820.8 

1820.8 

1781.9 

1613.7 

1765 

1619.3 

1513.5 

1491.9 

836.9 


(-A.6) 

(-) 

(2.2) 

(10.4) 

(-8.6) 

(9.0) 

(7.0) 

fl.4) 

— 

— 

Bullion 

Bullion Prices 

April 5, 

Month 

Year 

Mar 

Mar 

Mar 

Mar 

Mar 

Mar 

Mar 


1994 

Ago 

Ago 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

Bombay Gold (Rs/lOgm) 

4628 

4589 

4160 

4082 

4443 

3440 

3140 

3140 

3140 

2580 

London Gold ($/Oz) 

387.35 

377.30 

340.30 

330.34 

344.64 

363.39 

393.66 

390.27 

443.49 

408.85 

Spread over L^don (Per Oni) 

18.5 

20.6 

21.4 

21.9 

36.1 

53.4 

44.8 

61.3 

69.6 

53.6 

^mbay Silver (Rs/Kg) 

7232 

6884 

5546 

5492 

8050 

6663 

6464 

6755 

6136 

4780 

New York Silver (SAh:) 

5.64 

5.24 

3.99 

3.63 

4.50 

3.97 

5.07 

5.79 

6.41 

5.69 

Spread over New York (Per Cent) 

27.1 

30.3 

30.1 

49.1 

88.9 

171.8 

131.5 

133.9 

129.4 

104.4 

Eathnated Imports 











(Official/Claiidestine; Tonnes) 

Q1 

Q2 

Q3 

0 * 

Tout 

1992 

1991 

1990 

1989 

1988 

Gold 

65 

38 

56 

71 

230.0 

259.0 

150 0 

170.0 

172.5 

135.0 

Silver 

806 

875 

842 

1097 

3620.0 

1750.0 

1360.0 

1300.0 

6.50.0 

250.0 


Industrial Production 


InfhMtrucInre 


Variation Over 

Cuimilative for Fiscal Year 

So Far 

1992-93 

1991-92 

1990-91 

iHdustrIca 

Jan 94 

Month Year 

1993-94 1992-93 





C<wl Ini) > 25.3 

Efedri^Oeneintioa (rnnkwh) 28749 

Hydel (mn kwh) S03S 

Thermai (ind nuclear) (mn kwh) 23714 
etude Petroleum (000 las) 2332 

Petroleum Producti 0XX) Ins) 4831 

Saleable Sled ^tns) 1091 

Cement (000 ini) 4836 

Pe(tilisen(N)(000tBs) 679 

FertUiaen 9>,0,) (OOO laa) 170 

Revepue Eamiag Oooda Itaflic 
oa Railways (mn lita) _ 32.4 


13(5.4) 0.6 (2.4) 190.9(4.4) 182.9(2.7) 

768(2.7) 1379(5.0) 266516(7.1) 248794(4.9) 

■44 (-0.9) -283 (-5.3) 60102(0.9) 59575 (-3.4) 

812(3.5) 1662(7.5) 206414(9.1) 189219(7.9) 

25(1.1) 83 0.7) 22330 (-1.6) 22694 (-10.7) 

347(7.7) 530(12.3) 45243(0.8) 44878(6.3) 

72(7.1) 39(3.7) 9698(4.5) 9279 (-4.6) 

683(16.4) -397 (-7.6) 46894(6.2) 44175(0.6) 

95(16.3) 26(4.0) 5966 (-2.8) 6139 (-11.1) 

5(3.0) -41 (-19.4) 1407 (-29.3) 1991 (-9.1) 

0.90-9) 0.8 0-3) 29 0.6(1.5 ) 286.2(3.7) 


238 (3.9) 229 (8.3) 

300989(5.0) 286700(8.5) 
69776 (-3.8) 72550(1.4) 

231213(8.0) 214150(11.1) 
26945 (-11.2) 30340 (-8.2) 
53487(10.6) 48350 (-0.4) 

10454 (-1.1) 10570(13.3) 

54140 (-5.2) 57100(4.0) 

7431 (1.2) 7300(4.4) 

2292 (-10.5) 256004.9) 


212 (5.4) 
264300(7.7) 
71530(15.2) 
192700(5.1) 
33020 (-3.1) 
48560 (-0.3) 
9330(1.3) 
54900 (-0.9) 
6990(3.7) 
2050(14.5) 


350(3.4) 33 8(6.2) 318(2.7) 


Nottr. (i) Su p etacri p t numeral deaolei month to which flgwe relatea, e g, auperscripl 7 stands for July, (ii) Figures in bnwkets are percentage variations 
'* over the comparable pnvious period, (iii) - means not available. * Calento year. 
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COMPANIES 


EFW Research Foundation 


PRAKASJ* INDUSTRIES 

Diversification into Steel 

THE t}iM picture tube company in the 
country to net ISO 9002 recognition, 
Prakash Industries (PI) which declared a 
1:2 bonus issue last year, has further 
improved over its performance m 1992-93. 
A multi product multi-divisional com¬ 
pany, PI manufactures rigid pvc pipes 
profiies, Tittings and moulded Httings, 
black and white TV picture tubes, mag¬ 
netic upes for video cassettes, blank 
video cassettes suid glass shell for black 
and white TV picture tubes but draws a 
major part ot its income from the former 
three Items. 

For the year 1992 93 the company’s net 
sales rose by 13 per cent and gross profit 
and net profit registered an increase of 
12.6 per cent and 39 per cent respectively. 
The company’s picture tube division 
showed marked improvement, producing 
7,68,770 picture tubes (pts) as against 
7,50,000 pts produced in the previous 
year. Sales rose from 7,47,041 pts to 
7,69,185 pts while realisation and pro¬ 
fitability unpioved considerably. The com¬ 
pany’s pvc pipe division in Madhya 
Pradesh is a major supplier of pvc pipes 
to government depaitments in north 
India. Though production and sale of pvc 
pipes improved lo 14,596 mt (14,320 mt) 
and 14,6^ mt (14,339 mt) respectively, 
sale lealisaiioii sufleied with the division’s 
turnover falling from Rs 31.8 crore to 
Rs47.8 ciore The video tape division 
saw a too |>ei cent increase in export 
earnings white ihe company’s total export 
earnings ro'c oy 56.9 per cent over the 
previous yeai 

The company's 1,30,000 tpa sponge iron 
plant in Madhya Pradesh was commis¬ 
sioned in November 1993 and is reportedly 
operating at over 120 per cent capacity 
utilisation within a short span of five 
months from the date of commissioning. 
The plant is based on SL/RN technology 
of Luigi, Germany, and was implemented 
in a record 31 months. It has already 
Khieved meuUisation of over 92 per cent 
IS compared to an industry average of 
ibout 86-88 per cent. The company has 
ibo embarked on a diversification project 
For manufacture of rolled steel piquets 
ind an iron-oie mining project. Tlie com- 
IMuiy’s power co-generation plant which 
ronverts hot gases emanating from the 
iponge iron kiln and generates up to 
10 MW of power will also partly cater to 
:he proposed steel plant in addition to 
meeting the entire power requirements of 


the sponge iron plant. The power 
co-generation plant is the first of its kind 
in the country and has been designed by 
Lurgi. It has started generation of power. 
The proposed steel plant at the sponge 
iron site will produce rolled steel piquets 
like structurals, joists, channels, angles 
and alloy constructional steel of various 
sizes and grades which will find applica¬ 
tion in power plants, dams and bridges, 
transportation, heavy industrial projects 
and seamless pipes manufacturing units. 
With the commissioning of the diversi¬ 
fication project the company’s sponge 
iron plant will be the first integrated steel 
complex through the sponge iron route in 
the country 

The company’s pvc pipe division has 
secured deemed export o^ers for supply 
of pvc pipes to 3kk>rld Bank aided projects 
of West Bengal and Bihar governments 
and the division has also commissioned 
one umt for manufacturing rigid pvc pipes 
to cater to the vast demand for pvc pipe 
in Punjab and Haryana. 

For the first half of 1993-94 Ihe com¬ 
pany has further improved its perfor¬ 
mance. Net sales rose from Rs 65.8 crore 
in the corresponding period last year to 
Rs 68.6 crore and net profit rose from 
Rs 4.8 crore to Rs 5.1 crore. 

GUJARAT STEEL TUBES 

Victim of Recession 

The drastic reduction in the government’s 
purchases coupled with the other anti- 
inflationary measures led to severe reces¬ 
sionary trends in the domestic market. 
With the sharp fall in selling prices in the 
second half of 1992-93 following acute 
slackness in demand, Gujarat Steel Tbbes 
(GST) suTered a net loss for the third year 
in succession. The adverse conditions 
prevailing were aptly reflected in the fact 
that SAIL for the first time offered clean 
credit to its buyers. This was necessary as 
the market could not absorb the 25 per 
cent higher prices of HR coils and CR 
coils with the result that GST’s margins 
came under severe pressure. Further the 
recession in the automolnle industry 
affected the output of the precision tube 
division with production of welded black, 
galvanised and precision steel pipes and 
tubes falling from 684U mt in 1991-92 
to 67,213 mt. Sales were also lower at 
54,119 mt (59,802 mt) of pipes/tubes and 
8,356 mt (8,087 mt) of inecision tubes and 
despatches were badly affected by the 
disturbances in Gujarat and Maharashtra 
in December 1992 and January 1993. 


For 1992-93 the company’s total income 
increased by 12.4 per cent, but a sharp rbe 
in operating expenses led to a drastic fall 
of 81.2 per cent in operating profit. A I4.S 
per cent rise in interest charges (despite 
a fall in total term loans) added to the 
company’s woes and net profit fdl by a 
phenomenal 245.7 per cent over the 
previous year. A 12 per cent rise in the 
GST’s exports and a 20 per cent rite in 
FOB value of exports acted as a lilvn' 
lining with the company lestarjing exports 
to Kuwait and also entering a new market, 
namely, Zambia. GST received the EEPC 
All-In^ Award for Export Excellence for 
the y^T 1991-92. 

With the government refunding the 
balancx of excess customs duty of Rs 2 
crore, the company has received the entire 
refund of Rs 6.1 crore: The continuing 
liberalisation on the economic front has 
resulted in easy availability of the com¬ 
pany’s main raw material, HR coils and 
CR coils. With this the company will be 
able to better utilise its capacity. During 
the year under review the company 
revalued its land at villages Kali and 
Chenpur and the net surplus of Rs 7.2 
crore was credited to revaluation reserves. 

For the first six months of 1993-94 the 
company suffered a net loss of Rs 3.6 
crore on a net sale of Rs 61.5 crore. 

SURAJ VANASPATI 

Lower Profit 

Keen competition in the market and con¬ 
sequent sharp fall in selling prices led to 
a fall in the profitability of Suraj Vhnas- 
pati, a UP-based company, in 1992-93. 
Die company’s gross inofit fell by 18 J per 
cent and net profit fell by 37.9 per cent 
over 1991-92. Despite an increase in 
production and sale of vaiuupati from 
30,332 mt and 30,858 mt in 1991-92 to 
36,593 mt and 36,258 mt in 1992-93, 
respectively, sale realisation fell drastically 
leading to severe pressure on margins. A ' 
more than proportionate increase in 
operating expenses and a sharp rise in tax 
provision also contributed to the fall in 
net profit. The company achieved a 
capacity utilisation of 111 per cent on an 
installed capacity of 33,0()0 mtpa. How¬ 
ever, net value adiiei fdl 21.4 per cent with 
the proportion of net value added to value 
of {Auction falling from 62 per cent last 
year to 4.6 per cent. Despite the fall in pro¬ 
fit the company raised the dividend rme 
from last year’s maiden 12 per cent to 20 
per cent. 
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The Week's Companies 


(Rtlakh) 


Prakasli Gujarat Stc«i SuraJ Oiis\a IVnadarshlni 

Rnanciai Indicators Industriw Tubes__Vanasi«tl Sjrnthetks (vmcnt 

March March March March March March March Match Match Match 

1993 1992 1993 1992 1991 1992 1993 1992 I99t 1992 


Incomc/appropriationa 


1 Net sales 

12397 

11139 

13598 

13122 

12454 

11838 

8666 

549 » 

10025 

9020 

2 Value of production 

12098 

11242 

14075 

12516 

12426 

11715 

9188 

5144 

10040 

8956 

3 Total tHcome 

12153 

11291 

14107 

12555 

12461 

11741 

9264 

5177 

10057 

8992 

4 Raw matenals/stores and spares 

consumed 

7513 

8119 

12040 

10163 

101 42 

9958 

6593 

4806 

699 

420 

S Other manufactunng expenses 

1278 

209 

299 

275 

282 

189 

580 

370 

2638 

2166 

6 Remuneration to employees 

317 

262 

705 

649 

127 

84 

306 

205 

209 

172 

7 Other expenses 

854 

690 

960 

919 

1487 

991 

842 

565 

4266 

2998 

8 Cperatmg profit 

2191 

2011 

103 

549 

536 

520 

954 

241 

4215 

4236 

9 Interest 

990 

995 

609 

532 

119 

120 

4461 

1715 

1166 

1283 

10 Gross profit 

1200 

1066 

-317 

24 

410 

504 

-2508 

1511 

>'■74 

1971 

11 Depreciation 

244 

288 

167 

164 

KM) 

94 

1 

(> 

666 

661 

12 Profit befote tax 

956 

778 

-484 

-140 

310 

410 

2509 

1511 

157 

273 

13 Tax provision 

0 

90 

0 

0 

87 

5! 

0 

0 

0 

0 

14 Profit after tax 

956 

688 

-484 

-140 

224 

'SO 

-2509 

15| ( 

157 

274 

IS Dividends 

380 

ltd 

0 

0 

no 

66 

0 

0 

0 

0 

16 Retained profit 

576 

505 

-484 

-140 

114 

294 

2509 

1511 

157 

273 

Liabilitics/asscts 

17 Paid-up capital 

1817 

678 

734 

729 

550 

549 

4799 

4798 

2(MI3 

2002 

18 Reserves and surplus 

4217 

2541 

1418 

1244 

464 

450 

8947 

6291 

2142 

-2299 

19 I^ng term loans 

12923 

9074 

924 

979 

488 

605 

24450 

20137 

7615 

8322 

20 Short term loans 

7136 

2570 

2541 

2778 

603 

146 

618 

548 

60 

0 

21 Of which bank borrowings 

2632 

2378 

2373 

2277 

603 

146 

0 

0 

0 

0 

22 Gross Qxed assets 

21939 

10268 

5136 

4380 

1438 

1222 

18744 

18087 

/•'49 

7674 

23 Accumulated depreciation 

1985 

1750 

2252 

2044 

252 

152 

1 

1 

4 472 

2705 

24 Inventones 

3038 

3096 

2713 

3140 

551 

516 

2485 

168 4 

1461 

1073 

23 Total aasets/liabilities 

29195 

16874 

8872 

8460 

2459 

1936 

24471 

21559 

8406 

8592 

MiaccUaiNaut items 

26 Excise duty 

396 

576 

274 

0 

417 

279 

4191 

Ki0» 

241i 

1662 

27 Gloss value added 

2617 

2362 

1198 

1222 

671 

819 

1260 

149 

2476 

2517 

28 Total foreign exchange income 

1233 

786 

975 

814 

0 

0 

0 

196 

0 

0 

29 Total foreign exchange outgo 

4807 

2852 

812 

819 

4 

1 

1578 

3280 

17 

1 

Key fiiiancial and peiformaKe ratios 

30 Turnover ratio (sales to total assets) (%) 

43 1 

66 0 

153 3 

1551 

506 4 

611 5 

46 9 

2' 5 

119 4 

105 0 

31 Sales to total net assets (%) 

48 3 

74 9 

242 1 

229 0 

591 6 

717 5 

41 4 

28 2 

1340 

1124 

32 Gross value added to gross fixed 

assets (%) 

11 9 

23 0 

23 3 

27 9 

46 7 

67 0 

67 

24 

42 0 

32 8 

33 Return on investment (gross profit 

to total assets) (%) 

4 1 

63 

-36 

03 

167 

26 0 

10 7 

-7 0 

217 

22 9 

34 Gross profit to sales (gross margin) (%) 

9.5 

96 

-2 3 

02 

4 4 

42 

28 9 

-27 6 

20 7 

21 9 

33 Operating profit to sales (%) 

17.4 

181 

08 

42 

4 4 

44 

11 0 

42 

42 4 

35 9 

36 Profit before tax to sales (%) 

76 

70 

-3 6 

-1 1 

25 

4 5 

29 0 

-27 6 

1 6 

30 

37 Tax provision to profit before tax (9b) 

00 

116 

00 

0 0 

28 1 

12 4 

0 0 

0 0 

0 0 

00 

38 Profit after tax to net svurth 

(return on equity) (%) 

158 

214 

-22 5 

-7 1 

22 0 

49 9 

60 5 

101 4 

-1129 

-919 

39 Dividend (%) 

25 0 

270 

00 

00 

20 0 

12 0 

00 

0 0 

00 

00 

40 Earning per share (Rs) 

5 26 

10 15 

-6 59 

-I 92 

4 05 

6 54 

-5 23 

-4 16 

0 78 

1 36 

41 Book value per share (Rs) 

33 21 

47 48 

25 56 

20 04 

1844 

16 38 

-8 64 

-3 11 

-0 69 

-1 48 

42 P/E ratio (based on latest and 

corresponding last year’s price) 

8.4 

4.1 

-1 5 

-7.8 

4 3 

46 

21 

2 9 

153 

97 

43 Debt-equity ratio (adjusted for 

revaluation) (%) 

214.2 

281.9 

49 3 

67 0 

48 1 

67.3 

-589 4 -i 

1 468 9 - 

-5478 4 ■ 

-2802 0 

44 Short term bank borrowings to 

inventories (%) 

86.6 

76 8 

87 5 

72 5 

1094 

26 7 

0 0 

0 0 

00 

00 

43 Sundry creditors to sundry debtors (9b) 

65.1 

456 

131 5 

126 8 

450 0 

1020 0 

162 9 

IM 6 

35 4 

31 9 

46 Total remuneration to employees 

to gross value added (%) 

12.1 

11 1 

58 8 

531 

189 

10 1 

:i 4 

46 7 

84 

68 

47 Total remuneration to employees 

to value of production (%) 

2.6 

23 

50 

52 

1 0 

07 

4 4 

4 0 

21 

1 9 

48 Grou fixed assets formation (%) 

1137 

93 6 

1 1 

22 

177 

— 

4 6 

59 1 

1 0 

06 

49 Growth in inventories (%) 

-1 9 

8.7 

-13 6 

-04 

a9 

-- 

47 7 

22 2 

26 8 

105 
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Launched last year, the company’s ex¬ 
pansion plan will increase the plant pro¬ 
duction capacity by 50 per cent from the 
existing 33,000 mt Commercial produc¬ 
tion was expected to commence in 
1993-94 The company has also invested 
Rs I crore in a new company, namely, 
Suraj Industries, which is being set up in 
the assisted sector with HPSIDC. The new 
company is setting up a vanaspati and 
refined oil manufacturing unit in 
Himachal Pradesh. 

With excess capacity and poor realisa¬ 
tions putting pressure on the vanaspati in¬ 
dustry’s margins, the company has per¬ 
formed poorly in the first half of the cur- 
^t year Net sales fell from Rs 65.9 crore 
in the corresponding period last year to 
Rs 55.4 crore and net profit fell from 
Rs 1.3 crore to Rs 0.7 crore. 

ORISSA SYNTHETICS 

Reconstruction Scheme 

Orissa Synthetics, a sick company belong¬ 
ing to the B H Singhania group, slumped 
deeper into the red with a net loss of Rs 25 
crore during the year ended March 1993 
Referred to the ^ard for Industrial and 
Financial Reconstruction (BIFR) for 
rehabilitation, the company is being 
merged with us parent company. Straw 
Products, as per the proposals of its 
operating agency. IDBl. The merger, 
which will be with retrospective effect 
from February 1, 1992, will enable the 
company to turn around and restructure 
its liabilities through reliefs, concessions 
and exemptions provided by financial in¬ 
stitutions, banks and the Orissa govern¬ 
ment. The BIFR order has also provided 
tax reliefs to the company under Section 
72A of the Income Ikx Act, 1961. 

During 1992-93, the company’s net sales 
increased by 57 per cent in spite of severe 
competition in the PSF market. The in¬ 
crease in turnover is attributable mainly 
to full utilisation of its new polyester 
filament yarn (PFY) plant and higher 
capacity utilisation of the polyester supic 
fibre (reF) unit. Since production of PSF 
increased to 10,201 MT during the year 
froid 8,428 MT, the company was able to 
increase its demand exports and offset the 
setback to direct exports because of 
imposition of anti-dumping duties in 
European markets and general inter¬ 
national recession. Overall, exports 
declined by 69.4 per cent. 

With the budget for 1994-95 having 
accorded sops to the man-made fibre in¬ 
dustry and reduced the duties on PSF as 
well as its raw materials, the company 
should be able to do well in the coming 
years. Moreover, the merger with Straw 


Produett envisages that the latter, besides 
alterity the product mix, would provide 
additional funds to meet Orissa Synthetics' 
requirements for deferred capital expen¬ 
diture, upgradaiion of existing facilities 
and addition of high value products. 

lb consolidate its presence in the 
market, the company, through research 
and development efforts, has developed 
new value added products, improved pro¬ 
duct quality and is trying to optimise pro¬ 
cess parameters to achieve overall optimi¬ 
sation of production. The company spent 
0.6 per cent of its turnover on R and D 
during the year. 

For the first half of 1993-94, the com¬ 
pany has posted a net loss of Rs 12.2 crore 
on sales of Rs 91.3 crore. 

PRIYADARSHINI CEMENT 

Rise in Costs 

A Hyderabad-based company, Priyadar- 
shini Cement has not been able to post 
a commensurate increase in profitability 
along with its turnover in 1992-93. 
Though operating and gross profits im¬ 
proved by 0.3 and 5 per cent, respective¬ 
ly, on a 11 per cent increase in net sales, 
profit after tax declined by 42.5 per cent. 


The company has attributed the decline 
in net profit to increase in coal costs, 
power tariffs and the royalty payable on 
limestone Further, sluggish market con¬ 
ditions due to lack of demand from state 
and central governments resulted in stag¬ 
nant sales realisation and affected 
margins. Thus, while the gross profit to 
net sales ratio improved, net jMofit margin 
halved and the return on equity deterio¬ 
rated further. The company’s inventories 
to sales ratio also moved up. However, 
remuneration to employees as a percen¬ 
tage of both gross value added and value 
of production improved. Because of ac¬ 
cumulated losses of the previous years, the 
company has yet again missed the ^vi- 
dend list. 

During the year, the company achieved 
a capacity utilisation of 119 per cent, the 
higlmt achieved by it thus far. As a result, 
production of cement increased by five 
per cent from 6.80,706 mt to 7,14,432 mt. 
The company’s manufacturing process is 
based on know-how from Onoda Engi¬ 
neering Consulting Company, Japan. 

For the fist six months of 1993-94, 
Priyadarshini Cement has posted a 
marginal net loss of Rs 0.3 crore on net 
sales of Rs 43.8 crore. 
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COMMENTARY 


Industrial Sickness and 
Corporate Restructuring 

Dagaram Tulpule 

Sweeping generalisations, such as offered by the Committee on Industrial 
Sickness and Corporate Restructuring, do not help in correct diagnosis 
and treatment of the malaise of industrial sickness. 


WHAT the report of the Onkar Goswam t 
Gonunitteeon hidustrial Sickness and Cor¬ 
porate Restructuring says is just what the 
finance ministry must have liked to hear. 
Nor would this be a coincidence. In the 
preface to the report, the committee tells 
us how it came to be constituted. A group 
of economists and lawyers was invited to 
make a presentation on varbus aspects of 
industrial sickness and coiporate restruc¬ 
turing 'for the benefit of the finance min¬ 
ister’. After the presentation, the minister 
requested the same group to constitute 
itself into a committee. Thus, the views of 
the committee were already known to the 
ministry and the committee took no more 
than three months to give them the formal 
shape of a rejiort. Besides, three of the 
seven members of die committee including 
thechairman were associated with a project 
on industrial sickness initiated by Rakesh 
Mohan of the finance minisby over two 
years earlier. Thus, the committee’s r^it 
and recomm^ations could not contain 
much diat was not already known to the 
ministry. Perhaps it was felt in the ministry 
thatcallng die group a ‘Committee’ would 
give greater weight to its views! 

Unlike usual practice, the report does 
not include the terms of reference given to 
the committee by the ministry. Perhaps 
formal terms of reference were not deemed 
necessary the way the committee came to 
be constituted. 

Ihe committee sets out its credo almost 
at the beginning of the introduction itself 
and it deserves to be reproduced at some 
length: “Theprospectsofinchistrialgrowdi 
and investment dqiend upon die signals 
that India ^ves to the rest of the world as 
well as to her own entrepreneurs. The 
reforms initiated in July 1991 have al¬ 
ready started sending positive signals. 
People realise that diere tos been a serious 
attempt at macro-economic management, 
reducing the fiscal deficit, cuttiiig unwar¬ 
ranted subsidies, reorienting the import 
regime away from quotas to tariffs, intro¬ 
ducing floating exchange rates on trade 
account, eliminating a number of hitherto 
sau’ed barriers to entry and at restructur¬ 
ing the fiscal ^(em to gradually bring 


import duties in fine with competmg devel¬ 
oping nations.” Fiiither. ''Itrequiresgiving 
signals to potential entrepreneurs... about 
the scope of operational flexibility--in the 
choice of uuq>ut. of markets and in the use 
of labour and capital... and reutilising the 
land and labour thus freed in the best 
possible manner. ’ ’ The various barriers to 
restructuring, the committee unanimously 
holds, “...serve no economic goal, choke 
off future growth opportunities and foster 
an uncompetitive environment which rap 
idly leads to gross and pervasive indus¬ 
trial sickness... These barriers are anti- 
labour... result m a systematic drain on 
scarce public funds... barriers to restruc¬ 
turing have only one overriding purpose: 
they maintain an army of inefficient pro¬ 
moters and manago-s... who justify their 
incompetent existence on the ground that 
their firms ‘protect’ employment.” This 
credo is clearly on the same wave-length 
as the thinking of the present economic 
policy-makers and is stated in a forceful 
and sweeping style 

The committee has discussed at length 
the extent of sickness in the private and 
public sectors and presented an analysisof 
the financial aspect of sickness highlight¬ 
ing the unsustainably high fixed costs, 
especially interest and labour costs of 
sick units, ft has also dealt exhaustively 
with the working of the Sek Industrial 
Companies (Special Provisions) Act,19SS 
(SICA) and vrith the powers and proce- 
duresof the Board of Industrial and Finan - 
cial Reconstruction (BIFR) set up under 
the acL In the committee’s opinion, the 
present defin'n'ion of a ‘sick’ unit results in 
sickness being identified too late and hence 
rehabilittfion being muchmoredifficulL In 
fact, the committee takes the view that 
rehabilitatioo is not the primary role of 
SICA and BIFR and wants diatwordsclosefy 
associated with rehabilitation—‘preventive’, 
‘ameliorative’ and ‘remedial’—should be 
omined from SICA “We shallnot proceed 
very far in industrial restructuring unless 
we raifically alter the form, content and 
scope of SICA”, the committee asserts 
(paras 3.4.9 and 3.4.10) and presents an 
altemative draff of SICA. The committee 


IS strongly critical of the exceedingly slow 
woiking and procedures of the BIFR. Bew 
will disagiee with this last ciiticism. 

'B aiTiei s t<) restructuring’ come up again 
and agdui in the rei<uit and the committee 
ck'aily regards those as the principal cul¬ 
prits both in “lapidly leading to gross and 
pi'ivasive sickness” and in thwarting re- 
'.liucturing of viable units and withdrawal 
(the word ‘exit’ is scrufHilously avoided) 
of the non viable ones Techno-commer¬ 
cial and managerial factors which are the 
realcauscsofindustnal sickness arehardly 
discussed diiywheie in the report which 
focuses almost exclusively on the finan¬ 
cial aspects of themalaise which really are 
not the cause lait the consequences of tedino- 
commercial and managerial failures. 

According to figures given by the com¬ 
mittee. the number of large arid medium 
sick finns in the year 1%9 was 2,269 and 
the bank credit l^ked up in them was Rs 
6.9?6 cruie. Wliile it talks of ‘pervasive 
sickness’, it has nut placed the above 
figures in the context of the total number 
of large and medium firais in the country 
and the total bank credit outstanding in 
them. According to ASI data for the rel¬ 
evant year, tlie number of factories em¬ 
ploying capital of over Rs 35 lakh was 
10,750. If non manufacturing large and 
medium firms are added to this %ure the 
proportionofsick firmsto thetotalmay be 
of the order of 20 per cent. Similarly, 
assuming that a bank credit lim it of Rs 10 
Idkh and more would apply to large and 
medium firms, the total outstanding bank 
credit to such fiims in June 1989 was Rs 
44.290crore. Thusoutstanding bank credit 
in sick large and medium industries at that 
time was about 15.6 per cent of the total 
credit outstanding in all such firms. 

These percentagesofnuraberofsick units 
and outstanding bank credits in large and 
medium segment arc, no doubt, large. The 
question, however, is: do these percentages 
'md'icate ‘pervasive’ industrial sickness re¬ 
sulting from tlie very system vriiich places 
‘barriers’ in the way of restructuriqg? A 
related question is. if there were no so- 
calk'd baiTieis to restructur'mg or where 
they do not exist, do no industrial units go 
sick and is tlie propi^ 'ion of such sick units 
significantly luwei‘> Even where sick units 
are aibwed to die uit, or witlidraw, which is 
the preferred teim, how much of the out¬ 
standing bank credit, the ‘scarce public 
hinds’, are recovered from them? 

Tliis IS not to trivialise the problem of 
industrial sickness but to cautbn against 
losing perspective and a sense of propor- 
tbn. Sweeping generalisations do not help 
in proper diagnosis and treatment of die 
malaise of industrial sickness. 
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The cortxmittM, as mentioned above, 
makes no effort whatever to go into the real 
causesof mdustriat sfckness which are mostly 
techno-comm'‘rcial and managerial and 
som^imesgov 'tnniont iiade and tariff |v)li- 
cies. Fmancial tiouhles likchigh fixed costs, 
continuing cash kisses, high tlebt -equity 
ratio, negative net wcath and default in 
payment of hank and labcair dues aic conse¬ 
quences and iiklkratKins but not the causes 
of sickness, fhe recommendations of tiie 
committee which relate exclusively to tlic 
financial factors, therefore, cannot tbrestall 
sickness Fven if all tlic precautions recijm 
mended are taken by tiie tianks and finam 
ing insti tut ions. i I tlie rea I can se s of s ic kne ss 
persist, sickm^ss will not be pio emfited; 
only timely ‘withdrawal’ of fimis will fie 
achieved. 

Understandably,the most iinp< etant rem 
edy in tackling sk kness whkh recurs fire 
quent ly in tfie repi>rt is speedy winding up of 
anon-viable unit, sale of its as.sets. mainly 
land and pay ing off secured rieditrirs and 
labour to the exten t possi tile.' llie comm itiee 
doestalk about ‘reutilising* tlie l,il>our ‘tliiis 
freed’ (read ‘thrown ran of jobs’) hi the best 
possible manner. It cannot he imaware that 
ill the present envaonment and government 
policies, vacant, les fiteptcHluctiveneutilising 
of displaced workeis just do not come up 
So. ‘carefiilly coinputeil diafts’ on tlie so 
called National Renewal Fund (NRF) are all 
the relief that the displaced woikers can 
look forward to. 

As mentioned above, barriers are viewed 
by the committee both as factors leading to 
pervasive sickness and as thwarting teme- 
dial action. Ihere is a whole chafttcr in the 
leport titled ‘Rairiers to Keslnicturing'. 
Section 5.1 of this chapter is titled ‘What 
Are Barriers to Restructuring’. 7his sectiui 
has three paras but one reads diem in vain so 
farasdiscovering what ban ters the commit¬ 
tee has mmind. Further on. the chaptei does 
deal with difficulties in secur ing change of 
erring management, selling excess land, 
converting debt to equity, amalgamations 
and. of course, winduig up. But all these 
come up after a unit has gone sick, not 
befrre. What die barriers are that cause a 
unit to go sick in the first place is nowhere 
clearly brought out Fau ky project appraisal 
and failure to detect tainted accounts in time 

banks, amounting debt equity ratios and 
net worth tum’uig negative, genei ally failure 
of banks todetect incipient sickness ui tune, 
which the committee speaks of. can hardly 
be called barriers to restructurmg. They are 
umply failures of banks and managements 
to properly discharge their normal func¬ 
tions. There is notfi'uig in the prevailing 
system that stands in the way of their per- 
fbim'mg their functions properly, no barri¬ 
ers in the proper sense of tlie term. 

Provisions of the piesent SICA prevail 
over those of all other laws with the excep¬ 


tion of the Urban Land (Ceiling and Regula¬ 
tion) Act and die FERA. The committee is 
strongly against SICA not prevailing over 
FERA and concludes that this isdue to what 
It calls the ‘archaic fear’ of foreigners taking 
over our n-ational industries. As if archaic 
was not a strong enou^ epithet, it calls the 
fear ‘xenophobia’. Actually, it isdoubtful if 
diere is anything m SICA which prec ludes a 
FFRA company from making a bid for 
taking ovn a sick unit Besides, with a 
numtier of large and reputed compan ies and 
products already going under die control of 
foreigneompan'iesand MNCs.the fear about 
foreigners taking over our national indus¬ 
tries can haidly be described as archaic, it is 
very contemporary and real. 

Thecommittee insists that there stiould be 
no mandatiny obligation on the firm itself to 
go to BIFR when it becomes skk. that is, 
when it makes cash losses for two consecu¬ 
tive years and its net worth turns negative. 
Besides, the comntittoe wants the criterion 
of sickness to be default for 180 days ui the 
payment of dues to secured creditois. The 
obligation of formulating a rehabilitation 
scheme .should, ai'cofding to the committee, 
be oil the sick futn and not on die banks or 
the state. I-Tnally, die committee rocom- 
metids that if the firm, given two chances 
ovei a period of 120 days, is unable to 
produce a scheme to the satisfaction of the 
secured ciedilors. it should be deemed non- 
viable, be speedily wound up, itsassets sold 
and the piuceeds handed over to the appro¬ 
priate high court Car distribution among 
cieilitors. If a scheme satisfactory to the 
Cl editors is put forward by the fiim. the 
BIFR has merely toendorse it. Thus, under 
tlie committee’s alternative prcposals the 
BIFR is left with only two functions; sanc¬ 
tion an agreed scheme or wind up the firm. 
In neither function does the BIFR have any 
judgment to exercise. 

In fact, the committee’s proposals taken 
together will have the effect of rendering 
both SICA and BIFR superfluous. If a firm 
has the will-and the capability to produce a 
scheme acceptable to the creditors, would 
the Ann not use that will and capability to 
prevent itself from going sieje in the first 
place? And even if such a sctieme is framed 
after the firm goes sick, if the scheme is 
acceptable to the creditors, what is there to 
prevent tiie fiim and the creditors from 
implementing the scheme without going to 
tlie BIFR at all? For, according to the com¬ 
mittee, the firm shou Id haveno obligation to 
go to the BIFR. Indeed, the committee is 
fully aware of this possible result of its 
proposal. It observes, in para 3.4.11 that “it 
wi It give freedom to the firm and the secured 
creditors to work out a reorganisatbn pack¬ 
age outside of BIFR if they so choose...’ ’ 
Having thus rendered SICA and BIFR 
functus offiao one wonders why the com¬ 
mittee goes to the trouble of proposing an 


elabortfealtemative draft (br SICA, Ifwiod- 
ing up a finn vdien a scheme acceptaUe to 
the aedhors is not put forward by the fom 
is theonly job left to BIFR, that jc^coukl as 
well be entrusted to the existing judic'iaiy 
with appropriate amendments to the exist¬ 
ing law to make winding up easier and 
speedier. 

The comm ittee lays great emphasison the 
need for reform of the financial sector. It 
also insists that in any reorganisation pack¬ 
age, the projections of future sales should 
notbeover-opt'unist'ic.lhat future cash flows 
should be calculated using market rates of 
interest for d'tscoum'ing. that the opportunity 
cost of further commitment of funds to 
revive the fiim should be taken into account, 
that the concept of‘sacrifices’ by the parties 
concerned should be done away with in 
formulating rehabilitation schemes, thatpast 
de bts should not be written off but converted 
into equity and so oa The committee also 
discusses at leiigth how saleof land belong¬ 
ing to sick firms, especially sick textile 
mills and engineering companies, offiers a 
higlily fruitful device for both rehabilitating 
viable sick units and pay'mg maximum shares 
of their dues to labour and secured creditors 
'm the shortest possible time in the case of 
non-viable units. 

One serious implication of the recom¬ 
mendations of the comm ittee needs to be 
taken special note of. S'mee draw'mg up of 
rehabilitatioa schemes is sought to bemade 
the concern of the sick fffm itself subject to 
accqitance by the secured creditors, the 
possitnli^ of employees taking over a sick 
firm and nmning it through their co -opera¬ 
tives is effectively ruled out. It has become 
clear'm any number of cases that existing 
private owners of linns are strongly resis¬ 
tant to any proposals for take-over by work¬ 
ers’ co-operatives. They would rather let 
their firms die out than let them be taken 
over by workers. If the possibility of ea^ 
sale of the'ir land is opened up before ftiem, 
the'ir resistaiKC to workers’ take-over will 
harden. Even otherwise, the firm and the 
creditors acting together will hardly ever 
countenance workers’ take-over as an ac¬ 
ceptable mode of restructuring a sick firm, 
even an apparently terminally sick one. 

It is perhaps ironical that the enthusiastic 
recommendations of the committee may 
remain in the I'onbo eventually. 'Ihe most 
recent pronouncements of the pol'icy-mak- 
ers show a distinctly reduced enthusiasm for ’ 
implementing any drast'ic exit policy by 
vdiatevernamecalled. They alsoshow some- 
vdiat greater concern for the deterioratiitg 
employment scenario in organised industry. 
Sui± a change of stance^ssibfy a sign of 
the ‘middle path’ moolM by the prone 
minister, if genuine and not merely calcu¬ 
lated to confuse, can hardly accommodate 
the drastic remedies recommended by the 
committee. 
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Communal Violence and 
Role of Police 

Asghar All Engineer 


day of Shivaji and the route of the pro¬ 
cession which is highly emotive. In such 
a case it becomes more difficult to con¬ 
trol the situation as it also creates political 
problems apart from law and order 
problem. 


The police tog^her with other law enforcement machinery, such 
as the local administration and judiciary, play a crucial role in 
communal riots. Greater attention needs to be paid to their 
training and education so that they may act impartially, following 
the law of the land. 


THE role of the police in communal riots 
has always been a highly controversial 
issue Riot victims generally complain 
that: (1) The police did not come to their 
rescue: (2) police forces were themselves 
^instrumental in the killing: (3) they led the 
" mob in looting and burning: (4) arrested 
innocent persons and tortured them inside 
the lock-up and put false charges against 
the arrest^ persons, and (S) encouraged 
the culprits to do whatever they liked by 
preventing the members of one communi¬ 
ty to come out during the curfew and 
allowing members of another communi¬ 
ty to do so with impunity. These and some 
other grave charges ate made against the 
police after every communal riot. During 
the Bombay riots in December 1992 and 
January 1W3. serious allegations were 
made against police officials, high and 
Vlow. Here we examine a few cases of ma¬ 
jor communal riots after independence 
and throw some light on the role of the 
police during these riots. 

It should be borne in mind that the en¬ 
tire law and order machinery cannot be 
and should not be damned. By the entire 
law and order machinery 1 mean all those 
who are involved in restoring peace which 
include the political leaders, bureaucracy 
and administrative machinery and various 
organs of those who actually restore order 
in the field, ie. the local police; the Border 
Security Force (BSF), the Central Reserve 
.Police Force (CRPIO. and the army. The 
^Voiitidans, the administrative machinery, 
the police and the CRPF, army, etc, play 
different roles either at the same time or 
in different phases. It is, therefore; more 
informative and useful to euunine the role 
of the entire law and order machinery in 
cotiununal riots. We will try to throw light 
in some detail on various orgai^s of the 
law and order machinery in communal 
rkMs. We will try to throw light in some 
detail on various organs of the law and 
order machinery during a riot. It should 
be borne in mirid that the most damned 
of all these is the police as it comes in 
yhrect contact with the victims and is the 
most visible part of it as far as goieral 
pubhc is concerned and hence it u the 
poUce which is coiidemned most by the 
peopleL Beibte we proceed with the discus¬ 


sion of the role of the law and order 
machinery in controlling a riot, it would 
be useful to discuss some general aspects 
of riot engineering. 

A riot is generally supposed to be a 
spontaneous outburst of violence between 
the two communities. However, it is rare¬ 
ly so. In pre-independence period some 
major riots belonged to this category. 
Most of the riots then and almost all the 
riots now are meticulously planned and 
executed. It is necessary to make this 
distinction as the role of the law and order 
machinery depends very much on whether 
the riot is planned or is a spontaneous 
outburst. If it is spontaneous, it is easier 
to control but if it is well-planned, it 
assumes a different character and requires 
more motivation uid determination on 
the part of the police to control it. 

As pointed out earlier most of the riots 
today are prc- planned. This planning is 
done usuidly some politick party or 
the other or even by some anti-social 
elements these days either to serve their 
own interests or those of their political 
patrons. When a riot is pre-planned, an 
‘appropriate atmospher^ needs to be 
created and this is often done with a view 
to raising the communal temperature by 
spreading some atrocious rumour. This 
greatly helps in spreading communal 
violence and also in justifying it. In other 
words, the violence acquires legitimacy in 
the eyes of people of the community 
which is aggressing against the other. In 
such a situation it is much more difTicult 
to control violence as it acquires 
legitimacy and has thus motivated the 
people. And this much mote so when the 
issue involved is religious or historical 
deeply embedded in the people’s emo¬ 
tions. In such cases even those people get 
involved in violence who otherwise have 
no previous criminal record as violence 
appears quite justified to them vis-a-vis 
the other community. Thus a study of the 
Bhivandi riots of 1970 by a high police 
official Sutesh Khopade clearly shows 
that more than ^O'pcr cent of the people 
involved in committing violence were 
those who had no previous communal 
record. The apparent issue involved in 
these riots was the celebration of the birth- 


More often than not, riots are planned 
to serve a political purpose and hence a 
political party is invariably involved. At 
limes two political parties or one of the 
sections of (ruling) party in coUusion with 
the other party engineer communal 
violence for th«r own political purposes. 
The role of the administration and the 
police in such cases becomes much more 
complex and even difficult. The police of¬ 
ficials cannot normally ignore the instruc¬ 
tions from their ruling political bosses. It 
is not always true that tlK police has a free 
hand to deal with a situation. It has to 
face several constraints if the political 
bosses themselves do not have cleu hand. 
In this respect 1 would like to cite the ex¬ 
ample of 1984 Bombay-Bhivandi riots. It 
is alleged that these riots started with a 
subtle understanding between the Shiv 
Sena chief Bal Thackeray and the then 
chief minister >^sant Dada PatiL Pttil was 
fadng a severe problem from the Congress 
dissidents and was finding it difficult to 
get his candidates elected to the Rsqya 
Sabha without the help of the Shiv Seu 
MLAs. Bal Thackeray, on the other hand, 
was creating the Hindutva platform to 
revive his sinking fortunes. Thus the 
Vasant Dada Pstil group and the Shiv 
Sena allegedly came together to serve their 
own respective political ends. The Seiu 
created ‘appropriate atmosphere’ for the 
riots and the riot broke out in May 1984 
in Bhivandi and soon spread to various 
parts of Bombay. Rebeiro was the police 
commissioner who was known for his in¬ 
tegrity and efficiency. \ht the riots could 
not be controlled easily as his hands were 
not free. The Shiv Sainiks were roaming 
around freely wielding swords killing and 
threatening members of the minority com¬ 
munity. The shakha ‘ptamukhs’ were not 
touch^. But when the riots were likely to 
break out again, in the second phase on 
Jumal-ul-wada, ie, the last Friday of the 
holy month of Ramadan, it became em¬ 
barrassing for the chief minister and he 
allowed free hand to Rebeiro to handle the 
situation. Rebeiro ordered the immediate 
arrest of those shakha pramukhs in whose 
jurisdiction communal violence was like¬ 
ly to break out and he also sent out a cir¬ 
cular to all the police stations in Bombay 
city that the inspector in whose jurisdic¬ 
tion communal violence breaks out will 
be suspended. Nothing happened due to 
these stringent measures and the city re¬ 
mained quiet on that fateful day. The 
police can act much better if there is 
political will. 
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Thus politicians, administrators and the 
police all play their roles in the event of 
iui outbreak of communal violence. If the 
ruling politicians are determined to pre¬ 
vent violence, the administrative and the 
police machinery can act with much 
greater determination and efficiency. We 
can also give here the example of the West 
Bengal government The Left Front 
government m West Bengal is least in¬ 
terested m having communal trouble It 
has thus issued strict instructions to the 
police authorities not to allow the out¬ 
break of communal violence and, in the 
event of its break out in exceptional cir¬ 
cumstances, to control it with speed and 
determination. Any laxity will be severe¬ 
ly punished. A high police official of the 
government of Bengal told me about this 
circular Not only this, the left parties in 
West Bengal continue to work to counter 
communal propaganda and hold rallies to 
promote communal haiinony if there is 
any danger of outhieak ot communal 
violence. No wondei than that when Bom¬ 
bay was burning in December 1992, 
violence m CaKutta could be brought 
under control mut h more speedily. Chief 
minister Jyoti Basu personally supervis¬ 
ed the operations Similarly when com¬ 
munal violence broke out in Sitamarhi in 
early 1992, Laloo Prasad Yadav im¬ 
mediately reached the town and took 
command and brought the situation 
uiKkr control, though many lives were lost 
by then. Had laloo Prasad Vhdav not 
taken the control, much more damage 
would have been inflicted. 

Contrast this with other similar situa¬ 
tions in other places. The 1987 not in 
Meerut, for example. Not only that did the 
police miserably fail in controlling the 
riots but the RAC pulled out 34 young 
Muslims from their houses in Hashim- 
pura, loaded them on a truck, drove off 
to a canal, shot them dead and threw their 
bodies into it. The then chief minister of 
UP Bir Bahadur Singh came to Meerut 
and stayed there for two days, May 20 and 
21 and yet showed no determination to 
control the riots. On the other hand the 
rioting mtensified during those two fateful 
days and the Hashimpura incident occur¬ 
red just one day after he left Meerut. 
Some people even alleged that it was done 
at the instance of Bir Bahadur Singh. 
However, no clear proof can be given for 
such allegations 

Again the then Bihar chief minister 
Dube showed no political will to control 
the riots in Bhagalpur which wrought ab¬ 
solute havoc Aiound a thousand lives 
were lost. The pohee openly colluded with 
the culprits. Similarly when Bombay was 
burning in December 1992 and January 
1993 Sudhakar Nayak, the then chief 
minister gave an impression of total 


helplessness. The police shot down about 
200 people and colluded with the Sena 
during the January phase. Many mote 
such examples can be given which clearly 
show that political will is as necessary to 
control communal violence as the ad¬ 
ministrative efficiency and the police 
determination. Without political backing 
both the administrative machinery and the 
police will collapse and riots will inflict 
much greater damage in terms of life and 
property. During the Bombay riots of 
December 1992-January 1993 had Nayak 
shown determination as Jyoti Basu of 
West Bengal did, Bombay would not have 
suffered such unprecedented agony. 

Rot i OF Other Law 
fc'NrORt FMENT AGENCIES 

We have to take into account the role 
of the different organs of the law enforce¬ 
ment machinery as well the role of police: 
We have already discussed the role of 
political leadership, particularly of the rul¬ 
ing political leadership. We must also 
throw some light on the role of the 
bureaucracy. The district magistrate can 
also play a very crucial role in controll¬ 
ing the riots. In fact it requires a team 
spirit between the DM and tte SP. But the 
DM certainly has an upper hand. It has 
been observed by me wMle investigating 
various oommuiuJ riots that the DM plays 
a very crucial role but one rarely comes 
across a DM who shows courage and acts 
independently. More often than not, he 
looks up to his political bosses and acts 
according to their will rather than accor¬ 
ding to well laid down rules and regula¬ 
tions for such situations or according to 


his constitutional duty. And if he does, he 
is transferred in no time: 

It needs no elaboration that most of the 
bureaucrats look up to the chief ministers ;| 
for their plum posting and no DM nor¬ 
mally would like to displease his/her 
political boss. This was brou^t out dur¬ 
ing interviews with some of the DMs. The 
DM of the Sitamarhi district was accus¬ 
ed of laxity by many people in Sitamarhi. 

If he had reached the site of communal 
riot in time much damage could have been 
prevented. But he remained indifferent to 
the apprehension of breaking out of com¬ 
munal violence. The SP was even accus¬ 
ed of being patron of one of the lakhams' 
of Sitamarhi which played active role in 
provoking communal violence. Similarly 
the role of DM Kash^p in the Meerut 
riots of 1987 was far from satisfactory. ^ 
Most of the victims complained that he 
did not take effective steps to control the 
riots. There was, on the other hand, no 
such complaint against the district 
magistrate of Bhagalpur when the riots 
broke out there in O^ober 1989. It has 
also been observed quite often that if the 
DM is honest and efficient and wants to 
control the riots effectivdy, the communal 
elements in the town put pressure on the 
home minister or the chief minister and 
get him transferred. Thus even a non- 
communal officer sometimes finds 
himself in a deep water. 

One must also take into account the 
role of the intelligence agencies. Often I 
have heard people stcy during investigation 
of riots that the intelligence agencies did 
not gather their intelligence properly and 
hence prooer action could not be uken 
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in liflMi This is so in nuuiy cues but not 
in nU- When we contnct the fiitelligence 
agencies we hear a different tale. Often 
they too complain that they had done 
their best and the information that trou¬ 
ble is likdy to break-out was passed on 
to the appropriate authorities. However, 
no action wu taken in time. For example, 
in case of the Bhagalpur riots, the in¬ 
telligence agencies had played their role 
properly. However, the administration did 
not act on the information. It was so in 
case of the Sitafnarht riots also. The ad¬ 
ministration was found to be slack. This 
was found to be so in case of the Bhivan- 
di riots of 1970. The Madan Commission 
Report hu also commented on it. 

It is also true that intelligence gather¬ 
ing is no easy job. Information is difficuli 
to come by. It requires highly efficient and 
motivated staff. But the intelligence 
department hardly has such a staff. In fact 
It is well known that the staff not required 
elsewhere is posted in the intelligence 
department. It is often suggested that 
most competent persons be posted for the 
intelligence gathering but no one takes 
such suggestions with the seriousness it 
deserves with the result that proper in¬ 
telligence is not forthcoming on such oc¬ 
casions. There is another factor also which 
must be taken into account. Like the ad¬ 
ministrators, policemen, and others the in¬ 
telligence people also have their own 
perceptions which affect the intelligence 
gathering. As Muslims are often seen as 
aggressors, intelligence people feel that it 
is Muslims who are preparing for the riots. 
Their defensive preparations are seen as 
aggressive preparations and the majority 
community's aggressive preparations are 
seen as defensive ones. Here we are not 
suggesting that the minority community 
does not ever take aggressive postures. On 
many an occasion it does. We are only 
talking about the perceptions of the in¬ 
telligence gathers hm The intelligenoe of¬ 
ficers need to be given proper reorienta-, 
lion training to make intelligence gather¬ 
ing a more reliable operation. 

Apart from the lo^ police, we have 
PAC, SRP, CRPF, BSF and the army. The 
local police and the SRP and the PAC in 
UP and the BMP in Bihar has acquired 
notoriety in the eyes of minorities. In most 
lots, the PAC and BMP have behaved 
dolently and even killed many innocent 
neopic. The case of Meerut riots of 1987 
s most notorious. As pointed out before, 
he R\C constables under the command 
>f TKpathi. pulled out 34 young boys 
'rom Hathimpura and shot them dead by 
he side of a canal. Also, on May 23 they 
ihot dead about 67 Muslims condng out 
>f the mosque after the Friday prayer in 
I village called Malyana six km from 
deerut dty. No one was punished for this 
leinous crime TKpathi was temporarily 
uspended but leiiulated soon thereafter. 


I have not found any satisfactory answer 
to this so far as to why TVipathi shot so 
many innocent people dead and yet got 
away with it. In Los Angeles one black 
man was beaten up by a white policeman 
and there was hue and cry and Los 
Angeles was rocked with violence The 
guilty police official was arrested and 
when the jury set him free there were pro¬ 
tests and he was tried again and held guil¬ 
ty. Such a thing is unthinkable in India. 
&ores of people are killed in riots, most 
of whom happen to be innocent and yet 
no action is taken against the guilty of¬ 
ficers. This is a grim tragedy. In the 1982 
Meerut riots almost several innocent per¬ 
sons were shot degd by the PAC. One 
Shabbir’s only son was shot dead before 
his eyes and again at gun point he was 
made to load his son’s body on the police 
van. Later on his dispensary was ransack¬ 
ed completely and all bottles of medicine 
were broken to pieces. The eminent juiist 
Justice Krishna Iyer was so shocked by 
these brutal incidents that he wrote an 
angry letter to the then prime minister 
Indira Gandhi denouncing these inadents 
and demanding strong action against the 
culprits. But nothing came out of that. 
Similarly in the Moradabad not of 1980 
the PAC fired ruthlessly on the innocent 
people in the Idgah maidan and hundreds 
fell dead. No police officer was punished 
for these deadly enmes. Such a callous at¬ 
titude naturally emboldens the PAC to act 
more ruthlessly in later riots. 

The record of BMP is equally 
notoriou.s. In the Bhagalpur riots of 1989 
its record was much more shameful than 
that of the PAC. It became a marauding 
force. In one case about a hundred people 
took refuge in a house in a village called 
Chanderi near Bhagalpur. The army gave 
them protection but as Major Wirk who 
had taken charge of the house had to go 
elsewhere, he asked the BMP men to lake 
charge and protect the helpless people in¬ 
side. The BMP, however, brought these 
people out on assurance of safe conduct 
to their homes and allowed them to be 
butchered by the goons. And all this was 
done with the full backing of the police 
All major newspapers had reported this 
incident at that time. The whole incident 
would have gone unnoticed but for alert¬ 
ness of Major Wirk. He saw a human leg 
jutting out of the lake. He pulled out the 
body to discover to his horror that it was 
of a woman who was assaulted and her 
body was thrown out into the lake think¬ 
ing she was dead. Fortunately she wa.s 
alive and she told the whole story. Similar¬ 
ly in Logain village entire Muslim popula¬ 
tion of more than 100 souls was wiped out 
and buried in a field over which cabbage 
were grown. Around 1,000 persons perish 
ed in Bhagalpur riots. In Bhagalpur town 
also the police was openly on the side of 
the miscreants. 


In the Baroda riots of 1983 the role Of 
the police was far from desirable One of 
the police officials was allegedly beinp 
bribed by Shiva Kahar, one of the main 
culprits in those riots along with some 
Muslim bootleggers. This police official 
had allegedly constructed for himself a 
posh bungalow' which was nut pos.sibie for 
his salary. He openly sided with Shiva 
Kahar in the riots and lot of innocent 
Muslims lost their lives and suffered loss 
of property. In all subsequent riots in 
Baroda the role of the police has been no 
better—peaceful comri'unities like the 
Rohras, Khojas and Memons have suf¬ 
fered greatly. 

Ahmedabad has become the most sen¬ 
sitive place as far a.s communal violence 
IS concerned. The largest and most 
catastrophic communal riot after in¬ 
dependence was in Ahmedabad in 1969. 
This riot had shaken the entire country. 
More than 1,000 persons had perished in 
this riot. The loss of property was even 
mure staggering. To the b«t of my 
knowledge it was lor the first time that 
electoral rolls were systematically used in 
this not to mark the Muslim houses and 
voters Such a slaggei ing loss of lives and 
properties would not have occurred 
without the connivance of the police force. 
The then government of Gujarat had ap¬ 
pointed the Justice Jaganmohan IMdy 
Commission to inquire into the causes of 
communal violence The Reddy Commis¬ 
sion Report while commenting on the 
police role says: 

We have already mentioned in another 
Chaptei suggestions made in cross- 
examinations against Hindu officers that 
because they were Hindus, they showed 
anti-Muslim attitude; to officers other 
than Hindus or Muslims the suggestions 
were that because they wanted to please 
the government, they showed anti-Muslim 
attitude. It is, in our view, not unnatural 
for the Muslim community wluch has suf¬ 
fered a great loss in life and property in 
the riots and felt helpless in most cases in 
not obtaining relief and protection in tune, 
to view the matter, with a sense of suspi¬ 
cion, grievance and frustration and feel 
that everything that could have been done 
had not been done because the officers 
and men, majority of whom were Hindus 
were partial Similarly it was suggested to 
Muslims officers, particularly to Ismail- 
A Shaikh by the Hullad Pidii Sahayta 
Somiii that he was partial to Muslims by 
trying to cover up cases and in which 
Muslims were involved either by not 
disclosing that fact or by showing that 
Hindus were involved To what extent 
there is justification in these allegations 
must be examined because if the feeling 
in the niinoniy community is justified, the 
government and the police force has fail¬ 
ed in then most lundamenial duty to af¬ 
ford protection to its citirens to whichever 
community they may belong as is expected 
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from a civilised government and a well 
disciplined force. 

Rirther on the report goes on to say, 

If, however, there is no justiHcation for 
these allegations and suggestions, it is 
equally essential that it should be stated 
in no uncertain terms in order to assure 
the citizens at large particularly the 
minorities and give confidence to the 
police force. (See The Reddy Commission 
Report, p 191). 

The report also says, 

We find it also necessary to advert to 
another allegation of the Muslim 
organisations that a great number of 
Muslim rebgious places which were near 
the police chowkeys and police stations 
were damaged by communal-minded 
police officers and men It is true that 
these places which were near the police 
stations and chowkeys were damaged as 
pointed out in Chapter XV on the ‘Ibll 
of Disturbances'. The explanation given 
by police officers was that at that time 
there may not be sufficient policemen at 
the chowkeys and police stations or they 
may be engaged elsewhere but there is no 
satisfactory explanauon of this nor is there 
any evidence contrary that this was allow¬ 
ed to be done deliberately. We have, 
however, an impression that though the 
whole of the police force mqr not be com¬ 
munally involved, there may be some in¬ 
stances where the police were affected by 
the Ja^uinatb temple incidence. We have 
elsewheic in the ch^er on Vommunal at¬ 
mosphere’ occasion to point out that the 
communal virus is such that it is likely to 
affect even policemen who are not apart 
from society which is so affected though 
in our view the tiaiiung, the discipline and 
the traditions that they are protectors and 
preservers of public peace and tranquilli¬ 
ty should keep them free from such irihibi- 
tions. It IS therefore in the larger interest 
of the police force itself and the enn- 
fidcnce that the force must inspire in all 
sections of the community, that an inquiry 
by some competent officer of the rank of 
not less than a secretary to the government 
should be held and the report published 
to inspire that confidence. 

In subsequent riots in Ahmedabad also we 
hear many cases of either indifference on 
the part of the policemen or dereliction 
of duty on their part. There also have been 
instances of direct collusion. We were told 
during our investigation of Ahmedabad 
riots of I98S that in one of the labour 
areas of Ahmedabad a section of which 
is almost exclusively a Muslim area, a 
police inspector gave petrol from his 
motorcycle to set afire Muslim houses 
there, llie officer concerned of course 
denied the charge. But the way houses 
were burnt in that part of the city there 
is no doubt that the police was indifferent 
and inefficient if not downright com¬ 
munal. During our investigation of these 
riots in Ahmedabad we heard from the 
victiiiis number of stones in relation to the 


'communal attitudei’ of the dty police. 
However, there were no such complaints 
against the army by the Muslims. 

Also there were bitter complaints 
against the police during the Bhivandi 
riots of 1970. The Madan Commission 
Report also paiised severe stricture on the 
role of police in Bhivandi riots of that 
year. The commission even found that the 
police diaries were foiged by the concern¬ 
ed police officers to involve one Ibrahim 
Maddu and others in the conspiracy to 
engineer riots. Maddu and others were 
later on exonerated by the court. It was 
also alleged by many Muslims that they 
were not only beaten up in police station 
but also police constabte urinated in their 
mouth when they asked for water. The 
Bhivandi riots in 1970 had spread to 
Jalgaon alsa There one Muslim lady 
alleged that her son was shot dead inside 
her house by a sub-inspector of the 
Jalgaon police. She went right up to Indira 
Gandhi with her complaint. However, 
nothing much seems to have come out of 
It. In Bhivandi nots of 1984 also we heard 
number of complaints against the alleg¬ 
ed indifference in collusion or the excesses 
committed by the police There also has 
been a general allegation that whenever 
curfew is declared it is imposed in one sid¬ 
ed manner, ie, it is strictly imposed in the 
Muslim areas whereas it is quite lax in the 
Hindu areas and often we have also heard 
complaint during our investigations that 
the Hindu mobs are allowed to loot and 
commit arson during the curfew hours 
and when the Muslims come out to put 
out fire, they are fired upon. Such allega¬ 
tions were made by number of people dur¬ 
ing the Meerut riots of 1987. It was also 
alleged that the police in Meerut beat up 
10 persons to death in police custody. Any 
number of such examples can be given to 
show that there has been a general com¬ 
plaint against the behaviour of the police 
by the members of the minority com¬ 
munities. It should also be mentio^ here 
that the dalits have also made such allega¬ 
tions against the police. We investigated 
the caste riots in Ahmedabad in 1981. 
Most of the dalit victims alleged that the 


SRP and the police looted their houses | 
and beat up their womenfidk. tn 198S too 
dalits were affected as for about a week; 
the riots had caste character. Many dalit 
houses were also burnt. Many dalits matte 
similar allegations in I98S also. 

Bombay Riots 

The December-January riots last year 
were a great disaster for the country. Dur¬ 
ing these riots Muslims bitterly complain¬ 
ed about the police role. In the first (diaie, 
ie, in December 1992, most of the 
Muslims were killed in police nring. In 
fact the post-mortem reports showed that 
out of about 250 deaths, 192 persons died 
in police Bring and out of those more than 
95 per cent people had sustained iiyuries 
ab^ abdomen which shows that the 
police fired to kill and not to maim or in¬ 
jure During our investigations in Govandi 
during December many women told us 
that their sons or husbands were dragged 
out of their respective houses and shot 
dead. The police, it appeared, had gone 
berserk. There were serious allegations 
against one inspector who, a police source 
admitted, should have been dismissed. 

The concerned deputy commissioner of 
police of that area transferred him after 
repeated complaints against him. 
However, it was too late and more than 
SO lives were already lost hy then. There 
were also alle^tions that some people 
were shot dead in their houses on first or 
second floor. For example, one young 
Muslim lady was hit on her neck near 
Underia Street off Maulana Shaukat Ali 
Road when she was in the balcony of her 
apartment on second floor. She died on 
the spot. Thus Justices H Suresh and S M 
Daud observe in their report The People’s 
Verdict 

.. .The police are also guilty of being par¬ 
tisan in these riots. Many witnesses have 
sttted before us that th^ were at t a c ked 
in the presence of the polire and the police 
did nothing. In many cases, the police 
openly supported the rioters and accom¬ 
panied them in the attack. When the vie- yl 
tims went to the police sution they were 
driven etemy withwt recording their oom- 
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ptateu. is wmecMMS.ilMFilU have been 
leoordcd but no Airther imesligetion has 
been undertaken. Sevoal houses and 
shops were looted and the police could 
have prevented this or, in any case; have 
made no efforts to recover the looted 
articles. 

The two retired judges of the Bombay 
High Court further observe; 

What is regrettable is that in their frenzy 
to support a particular community, as 
against the other, the police had become 
indinerent to human misery. In particular, 
we would like to mentiop the cases of 
mokatation of women and of rape and 
gang-rape... Still worse is the case of Ms 
F S ...from Sewri, where the poUce were 
themselves involved in gang-tape. The vic¬ 
tim now has no faith in the p^ce and in 
the administration of justice (See The 
nopie's nnlict, pp I03-0S.) 

Both the justioes also fch that the poBoe 
did not prevent recunence of riots after 
the Decmber phase. It goes on to say. 
After the first bout of riots in December, 
the polioe ought to have seen that the riots 
did not erupt again. The police and the 
government should have taken care tosee 
that no tension was allowed to be built up. 
Instead, the police and the government 
gave permission to the Shiv Sena and the 
BJP to perform Make Aratis. The 
evidence clearly indicates that Make 
Amis were one of the main causes for 
building up of tension leading to a riot, 
as happened in January 1993. In our view, 
permitting such Make Amis in different 
parts of the city during the said inter¬ 
regnum and thernfter. was a gross derelic¬ 
tion of duty on the part of the police; 
Whosoever had taken the decision to grant 
such permission should be answerable to 
the people of Bombay (p IDS). 

It has been seen during investigation of 
riots that the role of paramilitary forces 
like the BSF, CRPF, etc, and the army is 
such that often the minorities plead for 
retention of these forces in order to bet¬ 
ter protect their lives. During investigation 
of Bhivandi riots in 1984 many Muslim 
ladies desperately pleaded with me to use 
my influence with the authorities to retain 
tire army at least for a month. They said 
that but for army they would have suf¬ 
fered much greater losses in terms of life 
and property. Not only this, in Ahmeda- 
bad riots of 198S too, many persons told 
us thtt the role of army was commen¬ 
dable; This clearly indicates that the 
victims and their r^tives and friends do 
not approve of the role of the local police 
and the armed constabulary like the SRP, 
RAC and BMP. It is important to probe 
why is it sa 

A police source maintained that the 
local poHoe is often influenced by the local 
foctors whereas the paramilitary foroes ate 
libt involved in d^y-to-day affain of the 
dvU society. Moreover, the local police is 


also subject to various local pressures as 
it is in day-to-day touch with the people 
of the concerned dty or town. They 
develop even intimate contam with one 
section of the society or the other. The 
police is often fmind in league with 
criminal elements also and spedaily those 
who have been poUtidsed. These criminal 
dements are often involved in these riou 
on one side or the other. For examph; in 
Bhagalpur riot, the criminal gangs open¬ 
ly partidpated in the riots and these gangs 
were divided on communal lines and also 
some criminal elements ftom amongst the 
Muslims had sought to seek revenge on 
some police officers taking advantage of 
the situation. The paramilitary forces, it 
is obvious, ate not exposed to such lo^ 
power equations. Thus they ate able to 
behave more impartially. They take action 
only against the real offenders. As for the 
brutal behaviour of the RAC and SRP my 
findings show that though they are an 
isolated lot (away, like the paramilitary 
forces from local influences), their very 
training b to brutally attack in order to 
restore law and order. Secondly, like other 
police people; they do not get chance to 
be appointed on luenttive posu and on 
such occasions they see a chance to make 
some money by partidpating in the loot. 

During Ahmedabad caste riots many 
dalit women told us that the SRP forces 
snatched away their 'numgalsutm' and otha 
gold ornaments along with the cash. 
Similarly in Jabalpur riot of 1961 we 
heard similar complaint about SRP from 
the Muslim women. Thdr immgalsutms 
and gold ornaments were also snatched 
away by the^P men. Thb of course ex¬ 
plains their'biV^ty vid greed but not 
their communal attitude; What could be 
the explanation for that. One reason could 
be that they function in riot situation in 
close co-ordination with the local police. 
But thb seems to be a partial explaruuion. 
Lack of proper secular orientation in 
training also seems to be the other factor. 
The police constabulary also suffers from 
lack of such training. 

It would be unfair to condemn the 
whole force as communal. The police does 
have communal elements within its fold 
but also have secular elements among 
them. I have found that the top officers 
are often mudi more secular than the 
lowm constabulary. Of course, one can 
find communal eiements among top of- 
fleers too; but it b not as rampant as 
among the lower ranks. In fact we find 
some very committed officers who tackle 
the communal situation very honestly and 
with a tense of integrity; It is a different 
thing-that they may not succeed for host 
of other factors, one among them being 
political. Such offleers are even transfer¬ 
red for their secular orientation and sense 
of duty. I have personally known many 


such offleers. Among them too there aw 
two types: thow who fight ftir their co*> 
victions and even suffer and thoee ate 
surrender to the whims of political boiaef; 
It goes without saying that there an 
always very few peopte who ate piepand 
to pay the price for theb oonviedona. 

The picture radically changes when it 
comes to lower officers and the ooav- 
stabubuy. They are much commiinatised. 
It should also be said that they bcham 
harshly with all weaker sections of socie¬ 
ty including poor of the upper castes and, 
of course, d^ts. There b something ftin- 
damentally lacking in their training. It b 
also partly because of the whole corrupt 
political atmosidiere in the country. Thm 
is no value of human life and spedaily for 
weaker sections of sodety. And it b con¬ 
stabulary which actually matters in the 
Add. Ilius those who shot fauooent 
people in (}ovandi during the December 
1992 riots were of the level of inspector 
and below. But the deputy commissioner 
of police Y C Riwar sav^ the dtuation. 
We should abo acknowledge that tome 
higher officers in Bhivandi showed great 
sense of commitmoit and maintained 
peace by forming mohaUa committees and 
keeping undesirable elemenu in check. In 
fact, all other police offidab must learn 
a lot fjpom them. It is, therefore; these 
lower offleers who need greater sense of 
disdpline and reorientation training. But 
it b regrettable that various police train¬ 
ing centres impart training to higher, 
rather than these lower grade oflicers. 

It b also important to understand some 
of the problems of the lower officers and 
constabulary also. They are rerribly over¬ 
worked during communal dbturl^ocs. 
They are often required to perform round- 
the-clock duty on such occasion. They 
hardly have time to go home Also, they 
perceive danger to thdr life. It b not easy 
to work in such conditions. Such tension 
makes them highly inflammable and they 
tend to overreact to any situation. They 
take revenge on innocent persons. Abo, 
they are deeply affected by communal 
propaganda like any other human bangs. 
Thdr perceptions about Muslims are 
formed by such political progaganda. 
They also think that all Muslims are ag¬ 
gressors, violent and fanatic and that they 
are mainly responsible for starting the 
riots. One or two selective incidents which 
come to their notice reinforces thdr 
perception. For example, some Muslims 
(mostly anti-social elemenu) attacked 
policemen and even killed few of them 
during December 1992 riots in Bombay. 
Also someMuslim youth attacked govern¬ 
ment properties and Hindu shops, temples, 
ac, on the morning of December 7. In 
Govandi area too, two police constables 
were done to death and two temples were 
damaged. Thb is bound to anger the 
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poUoeiiiai, specially at lower levels. A high 
police offlci^ told me that news of attack 
on police constables had angered all 
policemen, including top ofricers. Despite 
this some top officials did not lose their 
cqpl. Though one constable was done to 
daitth on December 7 in Bhindi Bazar area 
lad two temples were attacked the assis¬ 
tant commissioner of police Zende did a 
good job of restoring order in Oongri area 
and saving many Muslim livef. Some 
Muslims from that area told me that but 
for Zende, many more Muslims would 
have been killed. Thus some incidents do 
reinforce the police perception about the 
Muslims. In fact one of the causes of ex¬ 
cessive firing during December nuts by the 
police was their perception that Muslims 
are fanatics and aggressors and unless 
dealt with severely, they cannot be con¬ 
trolled. Such perceptions can be changed 
only through intensive training and 
reorientation of their attitudes towards 
minority communities. 

One also has to take into account the 
role of the rumours even on the minds of 
the police. Many rumours deliberately 
spread by the miscreants to engineer riots 
affect the police mind as well. Sometimes 
even high officials get affected by these 
rumours. When I was investigating the 
Nelli riots in Assam, I questioned the 


district magistrate about the main cause 
of the riot and I was horrilied to learn that 
even he is victim of the rumour that the 
Bengali Muslims cut off the breasts of 
some Hindu women and displayed them 
in the Hindu areas to show their prowess. 
This IS unbelievable but true. One can im¬ 
agine that havoc rumours can play in the 
riot situation It is generally believed by 
the police men also that Pakistani 
weapons are coming to be used during the 
riots and that ISl is behind these riots. 
During December riots a police source 
had claimed that near Minara masjid 
there was firing from Ak-47 which was 
totally false. No proof was subsequently 
submitted for this claim. The rumours 
were so strong that even the then gover¬ 
nor of Maharashtra C Subramaniam was 
carried away by it and he made a press 
statement that there was ‘foreign hand’ 
behind these riots and that he would prove 
it He never submitted any ‘such proof. 

We have to take into account the general 
political atmosphere at the time of the 
riots. In last few years the communal 
forces have highly vitiated the whole at¬ 
mosphere. The Ram Janmabhoomi-Babri 
masjid controversy played havoc with 
communal peace in the country. Even 
highly educated middle and upper class 
people were affected by the communal 


wave which swept the country in last five 
years. The policemen can hardly remain 
unaffected. They are as human beings as 
vulnerable to communal propaganda as 
any other human being. In such an at¬ 
mosphere one requires highly motivated 
police officers to handle the situation ob¬ 
jectively and dispassionately. Even such 
highly motivated officers would require 
full political backing. The ruling politi¬ 
cians themselves had surrendered 
themselves to the communal forces,- it 
came to be termed as ‘soft communaiism' 
by some journalists. The role of the prime 
minister himself came under^shadow of 
doubt. He watched helplessly when the 
Babri masjid was being demolished. Such 
political behaviour certainly sends wrong 
signals to the police and other officers. 
Before Ahmedabad riots of 1969 too the 
whole political atmosphere was vitiated 
with communal poison. Very few police 
officials can maintain their poise in such 
communally surcharged atmosphere 
It would require extraordinary political 
will to fight this communal poison. But 
our country’s unity and integrity very 
much depends on strengthening secula¬ 
rism and pluralism. This message has to 
go repeatedly to the police also. Every 
communal riot is a serious blow to our 
unity. 
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GATT and Patenting of 
Micro Organisms 

Saman Sahal 

Vital ecmtmic sectors linked to micro organisms—agriculture, 
pharmaceuticals and industrial biotechnology, to name just the most 
important—will be severely affected by the acceptance of patents on micro 
organisms. 


WHILE opposing Inlellectuai Property 
Rights on living organisms because they 
were detrimental far India; Gene Campaign 
had in the public focused more on the con¬ 
sequences of seed patents. This was because 
it was a more direct issue to peg a campaign 
on than micro organisms. We have however 
^ consistently fought against patents on micro 
organisms as well. 

During our consultations with the com¬ 
merce ministry. Gene Campaign had pressed 
the case that India should refuse to accept 
patents on micro organisms for a variety of 
reasons. At best it could grant protection on 
products derived from such organisms, that 
too for a specifle use, but under no circum¬ 
stances, should it accept patents on the 
organism itself. This position was not de¬ 
fended and we will now have to change the 
Indian Patent Act of 1970, to include life 
forms as a patentable category. This is a 
dangerous precedent as the American expe- 
h rience will show. 

Micro organisms refer, as their name im¬ 
plies, to very small forms of life. In this 
category are included such living creatures 
as bacteria, virus, fungus, algae (the green 
scum that grows near water), small plants 
and animals and, according to the lexicon of 
corporate biotechnology, even genes. 

The overhaul of the American patent laws 
began in 1980 with tlic grant of a patent on 
a micro caganism to Anand Chakravorty of 
the University of Chicago. Hie patent was 
granted for a strain of bacteria that could 
metabolise oil and other complex hydrocar¬ 
bons into harmless products and was seen as 
a promising agent for cleaning up oil spills. 

This historic decision set the ball rolling 
for patents on higher and still higher forms 
of life. In 1985, the American law-makers 
awarded patents on plants and in 1988, a 
patent on a mouse which is a mammal, the 
same categcuy of life forms to which hu¬ 
mans belong. Ibere are strong ethical objec¬ 
tions to patents on life and in our„casc there 
is the danger that the Juggernaut of patents 
will be harder to stop once we have con¬ 
ceded the first step. 

The acceptance of pataits on micro or¬ 
ganisms m^es complete nonsense of the 
government rhetoric that India will not ac¬ 
cept patents on naturally occurring genes. 
All the genes of bacteria and fungi! and 
other micro organisms that have been pat¬ 
ented arc natural. And while we are on the 


subject, let it be known that there is no such 
thing as an artificial gene as yet. All the 
genes that are being used in agriculture and 
biotechnology today, the genes of corpcx'atc 
interest, are genes that exist already, they 
are natural genes. 

With the tools of genetic engineering it is 
now possible to shift genes from micro 
organisms to plants and animals and vice 
versa. When genes from micro organisms 
are transferred into higher plants and ani¬ 
mals to make what are called ‘transgenic’ 
plants and animals, that is plants and ani¬ 
mals containing diverse foreign genes from 
various sources, patents will have to be 
given for the transgenic construct which in 
fact will work like a patent on the plants and 
animals themselves. 

That is not all. There is a concerted effort 
on the part of the multinaficsials involved in 
biotechnology to push for changes in the 
derinition itself of micro organisms. Micro 
organisms should now, according to corpo¬ 
rate philosophy, include such new catego¬ 
ries as cell lines and genes. This will greatly 
enhance the scope of patents under the mi¬ 
croorganism label since many cell lines are 
from plants and animals and even humans. 
The inclusion of genes as niicio organisms 
means that a patent granted on a transgenic 
construct will automatically translate into a 
patent on tliat particular plant or animal 
The patenting however of the classical 
microorganism alone will wreak sufficient 
damage for us to ha vc every reason to reject 
it outright, does not matter what the govern¬ 
ment says. There are vital economic sectors 
that are linked to micro organisms. To name 
just the most important: agriculture, |)har- 
maceuticals and industrial biotechnology 
will be severely bit by these patents. 

In the Held of agriculture, the future be¬ 
longs to bio fertilisers and bio pesticides. 
IntematicHial experience with intensive ag¬ 
riculture patterns has shown that the current 
levd of agrochemical use is not ecologi¬ 
cally sustainable and will poison our land 
and water. There is therefore a great effort to 
seek benign substitutes for chemical 
fertilisers and pesticides. These bio substi¬ 
tutes arc based to a large extent on micro 
organisms. 

The world of microbes or micro organ¬ 
isms promises ever increasing opportuni¬ 
ties for improving plant nutrition and ward¬ 
ing off pests. Biofertilisers are preparations 


containing a mix of cells which can provide 
nutrition, chiefly the major nutrient^ nitro¬ 
gen and phosphate, to planu. India, Chins 
and other rice growing aiuntries have suc¬ 
cessfully begun to use microbe-based bio- 
cultures to supplement chemical fertiliser in 
paddy cultivation. Biofertiliser use is now 
being extended to other crops with very 
good results. 

Although traditional fanners were well 
versed in the use of certain kinds of 
biopesticides to control diseases and pests, 
intensive microbe based weed and pest con¬ 
trol strategy has been refined in the last few 
decades. The capabilities of various fungi, 
bacteria and viruses are being tested to 
control insects and plant pests that compete 
for energy and nutrition and sodamagecrop 
plants. 

The most promising of the new ^proaches 
has been the bacterium Bacillus thuringensis 
whose toxic properties have been used ef¬ 
fectively as a biopesticide in several lands 
of crops. Incorporating the toxic gene into 
crop plants by genetic engineering reduces 
the use of chemical pesticides. Now the 
toxic genes of tiny bugs and mites are also 
being tested for genes that could be buillinto 
plants to create transgcnics that would carry 
their own biopesticide. 

According to estimates, India could with 
an investmentof Ks 30crorein biopesticidcs, 
replace at least Rs 200 crort worth of im¬ 
ported plant protection cliemicals. Although 
wc have indigenous know-how, our efforts 
at translating this into market-viable prod¬ 
ucts will need a gestation period. 

With India having accepted patents on 
microbes, foreign companies can now ob¬ 
tain and .start operating patents on products 
they already have, and get a head start on 
ilcveloping new categories of biofertilisers 
and biopesticidcs. 

It cannot be repeated often enough that 
opening to unequal competition before we 
have geared ourselves for facing that com¬ 
petition will mean severe setbacks for the 
Indian scientific community and for Indian 
industry. Wc should follow the example of 
industrialised countries in this regard. They 
have tailored their Intellectual I’ropcrly 
Rights to the stage of their technological 
development. At >-7 nation like Italy agreed 
to priKluct patents in the drug sector as late 
as 1982 and Spain even later in 1987. j, 
Hiofertilisers and biopcsticides will be of 
increasing importance to Indian agriculture 
as pressure mounts- from environment lob¬ 
bies to move away from agrochemicals. 
.Seeing thegrowing nexus between trade and 
environment, this is to be expected. It also 
cannot be ruled out that similar to the tradc- 
cnvironnicni manipulation, this area can 
al.so be manipulated in favour of those in the 
maiket alicady by demanding early phase¬ 
out deadlines for agrochemicals. India may 
find herself in a situation where the new 
brand ol pesticides and fertilisers are to a 
significant extent under foreign patents. 
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Many people do not realise that several 
kinds of drugs are derived from micro ur- 
ganUms. The patenting of life forms will 
strike at the very foundalion of indigenous 
manufacture of these (.alcgijrics of drugs. If. 
for example, a particular multinational like 
Sandoz patents the fungus that produces 
penicillin, then no otliei company will have 
the right to manufacture penicillin, since 
Sandoz will have acquired absolute rights 
over that particufat fungus 

A country like Indi.i will therefore be 
forced to buy [lenicillin from Sando/, pay¬ 
ing the alKurclly huge sunts of money that 
Sandoz in its mono{M>ly position will devide 
to fix. The Indian drug industry will lose 
potential profits and tlie Indian consumer 
will have to pay very high prices for drugs 
that are manufactured from patented and 
therefore exclusively owned oiganisins 

Recently a Baroda-based pharmaceutical 
company has succeeded in developing in¬ 
digenous technology for the manufuctuic of 
Roxythromycin, a highly clfeciive antibi¬ 
otic against respiratory, skin, and urinary- 
genital infections, ami therefore of special 
relevance to India 

Once patenting of litc foinis becomes 
operative, such developments will become 
impossible liven in the case of 
Roxythromycin, an American company has 
lo far a monopoly on the drug, but since the 
micro organism that synihesi.ses the drug is 
not yet patentable, the Indians could de¬ 
velop their own technology to prcxluce the 
antibiotic. 

With the advent of recombinant DNA 
technology, or what is popularly called ge¬ 
netic engineering, the last decade has seen a 
revolution in thcmetlnxls of manufacture of 
those drugs that were ongiiially obtained 
from animal and human tissues Now, the 
genes that direct the synthesis of such com 
pounds like insulin or clotting factor VIII 
have been identified and hx-ated. 

With the tools ot genetic engineering it 
has become possible to cut out the gene for. 
let us say, insulin synthesis, normally found 
in the pancreas ot animals and trans'fcr it 
into a strain of bacteria Once planted inside 
the bacteria, the gene for insulin continues 
to do in the bacteria what it did in the pan¬ 
creas of tlie pig, namely, prixlucc insulin 

The advantages ot tins approach arc many 
Since bacteria gr<<sv very last and qiiile 
easily in the laboraloiy, the c|uaiililie.s ot 
insulin or any other drug they produce is 
several times that extracted troni the pan 
creas, or other tissues of animals. And it 
works out much cheaper. 

This kind of genetic manipulation has 
becooie so well established as to have lx; 
come a routine methixl of pitxluction since 
198Z when the first biotcchnolngically- 
produced insulin was released on the mar¬ 
ket. The bacterial strain found most suited lo 
act as a ‘bio factory’ for drug production is 
Eschericia coli, bacteria that are normally 
found in the intestines 


What is, being done with insuGn is also 
being done with human growth bonnone 
which is used to treat dwarfs and Interferon 
which is a sort of wonder drug promising 
cures for conditions as diverse as cancer and 
viral inflammations. And this is only the 
beginning. Many more drugs arc in the 
pipeline waiting for approval from drug 
rcgulating^agencics that are rightly cautious 
about releasing genetically altered prod¬ 
ucts 

Not just bacteria, othtr microorganisms 
like yeast have also been deployed as bio 
factories. The most notable product from 
the yeast factory is the serum to counter the 
chronic liver inflammation brought .ibout 
by infection with Hepatitis B, which pro¬ 
duces a more virulent and dangerous ver¬ 
sion ot jaundice, lliis is a special problem of 
developing countries, being the cause of two 
million deaths per year. 

.Since the Hepatitis B virus has refused to 
grow under laboratory conditions, it has 
iKcn very difficult to produce a vaccine 
against it. Vaccines could only be produced 
from the bhxxl sera of infect^ patients, an 
obviously limited and extremely expensive 
exercise. Yeast factories producing vaccine 
sera since 1986 have saved the lives of many 
infected with this dangerous disease. 

Just like bacteria and yeast, cultures of 
single cells from animals like guinea pigs- 
and hamsters can function as units that 
manufacture pharmaceutical compounds. 
Hamster cell cultures now churn out alpha 1 
Antitrypsin (AAT), a front runner in the 
treatment of emphysema and other degen¬ 
erative lung disorders. Also obtained from 
animal cell cultures is tissue Plasminogen 
Activator (t PA), a revolutionaiy drug that 
dissolves blmxl clots speedily and saves 
patients suffering from acute heart attacks, 
who were not surviving before. 

1 ill genetic engineering came along, t PA 
was not commercially available. It is found 
in such low concentrations in the arteries 
that It would require 20 tons of human tissue 
to extract one single gram of t PA—clearly 
an impossible approach. With recombinant 
DNA technology, tPA, although expensive, 
ha.s become available for heart patients. 

Another drug which has become possible 
because of these modern methods is Inter¬ 
feron. .Showing great promise in the treat¬ 
ment of certain cancers, viral infections and 
chronic tissue inflammations. Interferon was 
quite simply unaffordable ten years ago. 
lixlay It is possible to produce it in kUos, 
thanks to bacteria called Eschericia coli. 

What would happen if some company 
patented the strains of Escliericia coli that 
accept the genes for insulin, t PA or Inter- 
fcion, and syntlicsise these drugs? What 
would happen to the cost of medical care in 
piKir coiinU-ies that would be denied the 
opportunity of manufacturing these drugs 
themselves and be forced to buy from the 
patent-bolding company who had a mo¬ 
nopoly in the world market? 


With respect to the field ot indiwltial 
biotcchnok^. it is estimated that in tiie 
coming two to three decades, ‘60 to 70 per 
cent of the global economy would rest on 
biotechnology, because this is perhaps the 
most versatile of all the technologies that we 
have seen so far. Biotechnology wiU con¬ 
tribute not only to food and drugs tail also to 
thefieldsof energy, mining, feedstc-.’k chemi¬ 
cals. pollution control and wato* treatment. 
Several of the products that were derived 
from chemical processes can now be de¬ 
rived from biotechnological methods Miich 
are much more environment-friendly since 
they produce less pollution. 

Biotechnology today produces several 
classes of compounds like antibiotics, my- 
cotoxins and pigments. Ihc Termentaticm 
technique produces energy in the form of 
biogas which can be converted to other 
forms like alcohol-bascd fuels. Feedstock 
chemicals like polysaccharides, citric and 
amino acids, nutrients like vitantins and 
proteins, organic solvents like acetone are 
all being produced through micro organ¬ 
isms. 

Micro (organisms have become important 
in mining where cultures of specific bacte¬ 
ria can 'feed' on ores to extract the metal. 
This is of special importance in recovery 
from low grade ores that are not economi¬ 
cally feasible by classical methods. Special 
strains of bacteria are being used to extract 
metal fiom poor quality iron ores, from low 
grade gold and sil verores and for harnessing 
gold from waste water. Microbial cultures 
to break down pyritic sulphur from coal are 
being used to r^uce sulphur dioxide emis¬ 
sion during coal combustion. 

Micro organisms are being increasingly 
used in cleaning industrial wastes and puri¬ 
fying effluent waters. Microbes that can 
extract heavy metals from effluents, de¬ 
grade plastic waste and clean up oil sticks 
have found a prominent place in pollution 
control and are being traded under patents. 
India will have to contend with foreign 
companies offering patented microbes and 
capturing the market before Indianefforts in 
this direction are able to take off. 

All this is particularly galling since for 
a variety of reasons. India could emerge as 
a global player in biotechnology if it was 
not hamstrung by an inequitable patent 
system totally out of touch with its re¬ 
quirements. I suspect part of the reason 
why we find ourselves in this unenviable 
position is that tbe burcauorats who are 
sent to defend India’s position are simply 
not educated to handle negotiations in 
highly complex areas. 

On the negotiating teams of industrialised 
countries, representatives of industry, tech¬ 
nical experts, lawyers and others who un¬ 
derstand tbe subject matter are jxomincntly 
represented. Let us learn from those who 
have spcceedcd in defending the interests of 
their countries far mcne competently than 
we have been able to. 
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Redefining Gandhi 

A Relevant Exercise 

Sai^y Ghose 

There is much in tfie Gandhian movement which needs to be preserved and 
red^ned in the modem context. Can the movement rise to the challenge? 


IT was an historic occasion. Four teams 
bad set out on foot on December 2S, from 
the four comers of Rajasthan, and were all 
congregating in Pusbkar on February 12. 
Their mission was to take the message of 
Gandhi’s ’Gram Swarajya’ to (he people, 
to realise Gandhi’s vision of a humane 
society. A social framework built on val¬ 
ues of caring, and sacrifice—without the 
violence of the class struggle inherent in 
Marxism or the violence of the free mar¬ 
ket, where profit and money have de¬ 
stroyed the carefully nurtur^ sense of 
ccanmunity. 

Sidbraj Dhadha, the flagbearer of 
Gandhian thought in Rajasthan over tlic 
last three decades (by coincidence it was 
his 80th birthday, the day of the reunion at 
Pushkar), was one of the marchers. The 
other teams were led by senior workers 
from the khadi ‘jamaat* from different 
parts of the state. Perhaps the one excep¬ 
tion was Savai Singh, the 30-something 
secretary of the Sarva Seva Sangh. A 
product of the iP-inspired Chattra Yuva 
Sangbarsh Vahini, Savai who speaks the 
language^ of mobilisation, and 
conscientisation, and power to the people, 
represents the new hope for the future of 
Gandhian action in Rajasthan, di awing on 
(be other-isms to enrich (his middle path 

The Sammelan itself, the culmination 
of the SO-day ‘padyatras’, was well at¬ 
tended. There must have been close to 400 
people. The Gandhians and the khadi in¬ 
stitutions were there in force, tmt there 
was a healthy sprinkling of the ‘NGO 
types’ as well. There was Rajendra Singh, 
who has been fighting the mining lobby in 
Alwar, Tyagiji from Jodhpur, Narendra 
Gupta from Chittorgadh, Kishore Saint 
from Udaipur-almost like a Who’s Who 
of voluntary actirni. 

Another constituency that was repre¬ 
sented was the ‘Gramdaan’ villages. 
Gramdaan villages are those *that have 
organised themselves under the Gramdaan 
Act. 'fhe provisions are unique. Every 
adult is entitled to be a voting member of 
the gram sabba, where all major decisions 
are taken, by consensus. Every family 
puts aside S per cent of their production 
into a village fund, and all the landed 
people have to agree to part with S per cent 


of their land to redistribute to the landless 
in the village. All the records are kept in 
the village, and private ownership rights 
are transferred to the community. It is 
almost a utopian concept, in this modern 
age, but there are 213 of these villages in 
Rajasthan, and several of the chairmen of 
the gram sabhas were there at the 
Sammelan. 

The sections that were conspicuous by 
their absence were politicians, and the 
government. Also overall there were hardly 
any women. They were absent from the 
stageccrtainly, from where all the speeches 
were being made. Shashi Tyagi and Mam ta 
Jaitley, as token representatives spoke of 
the need to broad base the movement and 
involve women with a sense of their em¬ 
powerment, but coming as they did sand¬ 
wiched between speakers, it did not seem 
quite so serious. 

The first day was recollections of the 
yatras, and most of the teams spoke of (he 
warmth, and the hospitality from the 
‘people’. Some common threads emerged 
from ail (be piescntalions: as societies 
have progressed, and ‘developed’, there 
has been an increase in alcoholism, and 
violence. Now the audio-visual medium 
has reached its tentacles into virtually 
every household, and ‘dhani’—it is difti 
cult to find people that have not come 
under theinfluenceof the medium—which 
most people felt was the main reason 
values have changed so fast. Some people 
spoke of (be sense of powerlessness that 
villages experience, being part of the state 
apparatus, with no control over their land, 
water and forests, unlike in the past. All 
the padyatris had similar feedback on 
peoples’ attitudes to political parties, and 
the way that (be democratic system had 
established itself. “It’s a mess, but what 
choice do we have?’’ was a frequently 
heard refrain. 

What seemed noticeably absent was a 
differentiited view of society. It was al¬ 
most as if everywhere “the people said’ ’. 
which is hardly the way it is. Ibe perspec¬ 
tive of women, and the poor tends to get 
subsumed in this homogeneous notion of 
community, and village. It is this lack of 
differentiation that one is very uncomfort¬ 
able with, in the notion of Gram Swarajya 


as one understood from (be ‘yatris*, and 
the Sammelan. At one level, there is fietee 
opposition to the terms of the now infa* 
mous Dunkel Draft, on the ground that we 
need to protect our interests from the 
vultures of international capitalism: yet 
we accept the blood sucking of the money¬ 
lenders and the vicious barriers of caste as 
if these were minor aberrations in the way 
of an ‘ideal’ society. 

On the second day of the Sammelan, 
there was a meeting of a small group of 
representatives of the various constituen¬ 
cies attending the meeting. 1 was also a 
privy to Ibe discussions, that were con¬ 
ducted in a remarkably open spirit. There 
was a genuine attempt to arrive at a com¬ 
mon understanding of the issues, and then 
draw up an action plan, 'fhe meeting was 
being co-ordinated by Sidhrajji, and kept 
referring back to Tbakurdas Bang, who 
seemed to be playing the role of patron, 
and oracle, pronouncing judgment as is¬ 
sues kept being tabled. Again, the discus¬ 
sion veered around to the Dunkel Draft, 
and the need to oppose it: when someone 
pointed out the small window it offered in 
terms of providing employment through 
access to overseas markets for handspun 
and handwoven fabric, the proposition 
was accepted with disbelief, almost her¬ 
esy. So also the fact that the television 
medium needed to be understood, and 
mastered, rather than opposed. But none¬ 
theless, the tone of the small group meet¬ 
ing augured well for the larger general 
meeting later 

But alas, (hat was not to be. One after the 
other speakers came up and tried to ex¬ 
plain (because of today’s misery: from the 
silling «t Ihishkar, to the arrangements 
made for .Sidhrajji during the padyatra, 
everything featured for a while. And the 
irony was that throughout the proceedings 
the language was Hindi (which many of 
(be tribal villagers there did not under¬ 
stand ), and all the speakers were represen¬ 
tatives of institutions, none of whom 
were cither from villages, or actually 
living in the villages they so much wanted 
to liberate. 

Except for a small interruption, that 
enlivened the event. A man called Gopal 
camp up and introduced himself as one 
ol the padyatris, and said (hat instead 
of all this talking, bow maby people 
were willing to dedicate themselves to 
the cause of Gram Swarajya’/ lie said he 
would start with himself, and pledged to 
work in 10 villages till the cause bad been 
achieved. Ihcre was much clapping all 
around. 

At the end, the organisers were really 
pressured for time. Everybody wanted to 
speak, and the harassed co-ordinator kept 
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appealing to people to take back their 
, slips (on which they had written their 
i names, and requested time to speak), so 
^ that the chief guest could enlighten the 
gathered audience on the subject, and so it 
was. Bang dwelt on the philosophy of 
Oram Swaiajya for an hour, and exhorted 
all to beware of the Dunkcl Draft, and the 
ominous portents that it had fur village 
Society. 

I came away with a sense of emptiness, 
because one feels the need to redefine 
Oandhi in a modem context; preserve the 
values, butcomc to terms with the changes. 
To my mind, there are some areas that 
need to be explored and understood to 
come up with an alternative framework. 

Participaltun: The earlier context of 
Gandhi may have been the ‘guru-sishya 
parampara', with the notion of teacher 
and learner, but the pace of change means 
that we must be prepared to stand this 
notion on its head For instance, the 
stand on Dunkcl seems to have a mandate 
from the people. But does it’’ lias there 
been a process of dialogue, with informa¬ 
tion, and allowing people to make up their 
own minds, before deciding on a stiategy, 
or policy? It is true that the roots of trustee¬ 
ship, and Gramdaan are participatory—but 
befrve we start asking people to partici¬ 
pate in their own development, we need 
to examine the state of our own institu¬ 
tions. Wb‘ IS the leadership accountable 
to now, and how participatory is decision¬ 
making? How far have we been able to 
keep the character of ‘membership’ 
organisations that Gandliiji so respected? 
Are these organisations listening to 
people, and feeling the pulse that Gandhi 
knew so well? He had a vision for this, 
and perhaps that is why in his autobiogra¬ 
phy he mentions how he is against the 
concept of 'permanent' funds for institu¬ 
tions, and how they need to keep going to 
the public. 

Gender. A much abused word and con¬ 
cept, but unless the Gandhian movement 
can mainatream the idea that women have 
equal status, and are equally competent, 
rhetoric will only keep the presence of 
women as token. The involvement of 
women needs to be seen in a new 
perspective—perhaps they can get em¬ 
powered through the movement, but the 
converse is equally true. They can em¬ 
power the movement, and make it more 
relevant to people. In the Oram Swarajya 
Sammclan, Mamta made a valid point; 
there are thousands of women linked Co the 
khadi institutions as spinners, but has any¬ 
one even once questioned why they are so 
poorly paid compared to the male weavers? 

These arc the kind of issues that need 
to be taken up, recognising women as 


economic producers, and heads of house¬ 
holds, not merely as supplementary 
income earners, crutches, or a "service” 
cadre, llic immediate implications for 
the institutions .ire that women must be 
given positions ol leadership and author¬ 
ity, and allowed to determine their own 
agenda. 

A clear strategic direction: There must 
be a clear message for people—the cadres, 
and the membetship, to identify with. 
Within this direction, within this mes¬ 
sage, there must be symbols that will 
capture the imagination of people, in the 
way that the salt satyagraha, and the bon¬ 
fires of imported clothing did a generation 
ago. If this appears cold-blooded, and pre¬ 
planned, with all the baggage of manipu¬ 
lation, so be the appearances. But if the 
method stands the testuf Gandhi—truthful, 
non-violent, a concern for the poorest, it 
should pass muster. 

An example of how the form this 
direction could take is in the reaction to 
liberalisation. If the Gandhian instituti¬ 
ons can take a clear stand on fighting to 
save what remains of our social 
infrastructure—health, education, housing, 
public distribution system, rural credit, 
they would bring to the forefront the injus¬ 
tices on the poor, and prick the conscience 
of a nation, in much the same way that 
Gandhi touched the hearts of the world 
almost 40 years ago. 

Mass media: The gut reaction is to close 
the windows on a cultural invasion, but 
that again is -to fly in the face of public 
opinion. If the media could be understood 
as exactly that—a medium—devoid of the 
baggage of liberalisation, and the images 
of ‘Bold and Beautiful’ and Michael Jack- 
son, which have come to symbolise the 
New Age—one could develop a strategic 
approach, give people alternative infor¬ 
mation and messages that would help them 
act, and change their lives and those of the 
community* around them, in the spirit of 
Gandhi. Gandhi was not against tccbnol- 
ogy per se, merely the idea of machine 
being the father of man, rather than within 
people's control. 

Tile fact that television empires are built 
on viewership and advertising should not 
make one shun it on the grounds of ideo¬ 
logical impurity. Unless there is sufficient 
organisation to get the message out, in a 
form that people can understand, and want 
to accept, it will only be a choice between 
the pervasive influence of television broad¬ 
casting into homes, countered with a 
cyqjostylcd altcrr alive in the form of 
Sareodaya Jagat, or such magazines. The 
metaphor is not wholly apt, but illustra¬ 
tive. Of course the media needs to be 
controlled. There are the censor boards. 


the ban on cigarette iod alcohol advertk- 
ing (and perhaps soon baby food). But that 
has had a marginal impact, compared to 
the many sources that reinforce the stereo¬ 
type. If there are examples of Gramdaan 
that have empowered poor communities, 
and that represent alternative values and 
lifestyles, cannot (hey be made part of the 
armoury to change society in a different 
direction? 

People are searching for a mm-e mean¬ 
ingful way of living, and given the disillu¬ 
sionment with the state of affairs in the 
world around, circumstances might pro¬ 
pel people in this direction—provided that 
it takes a form that is understaAdable and 
appropriate, in (he modern context. 

Ihe market: This is perhaps the most 
difficult to come to terms with. Seen as 
inherently exploitative, the Gandhian 
stance is ambivalent. On the one band, we 
accept the end of the barter economy (al¬ 
beit with regret), but the market has come 
to be associated with the profit motive, 
which is linked to crass commercialism, 
and the emergence of the selfish instinct 
in man. 

It is true that market forces have often 
(almost invariably) disenfranchised the 
poorest, given that their initial conditions 
h.irdly make for ‘free’ or 'perfect' mar¬ 
kets, but it is al so true that markets present 
opportunities to break out of old patterns 
of dependence and patronage. In the west 
we have had the emergence (and decline) 
of the green parties, a burgeoning market 
for the concept of recycling, and the 
interest in organic farming. There is a 
growing market for handspun, handwoven, 
vegetable-dyed khadi, not only because 
it is attractive in itself, but bireause of 
the alternative lifestyle and ethos that it 
represents. 

All aid is now tied to ‘sustainable’ de¬ 
velopment projects—^and it is only a mat¬ 
ter of time before the definition veers 
from being entirely {x-oduedon-based to 
being consumption-linked as well. Ques¬ 
tions need to be asked about bow much is 
being consumed by whom, in addition to 
the question of production. There is a very 
rich debate on the issue in the environ¬ 
mental field, in the assessment of the costs 
of pollution. The rhetoric on the odier side 
of the population debate draws,on the 
Gandhian concept of there is enough for 
everyone’s need, but not for everyone’s 
greed. 

Of course, all these arc still very much 
on the fringe, but havejlic possibility of 
becoming part of a mainstream transfor¬ 
mation, provided that the Gandhian move¬ 
ment can addrbss these issues sensitively, 
and take the opportunities that present 
themMlves. 
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Village Industry: Struggling to Survive 

Jaya Jaitly 


The deteriorating condition of village industry, the result cflong neglect 
made worse by the recent economic reforms, is an ominous sign. 


POLICY attitudes towards the producers of 
handcrafted or bandwoven items has been 
clearly coloured by colonial perceptions. 
The formal description of 'handicrafts', 
makes no differentiation between skilled 
handwork and artistic handwork. In India 
ai.istic manufacture whether for commu¬ 
nity occasions such as festivals or for daily 
use in domestic or farm life is an integral 
part of living, but this was at variance with 
the compulsions of the western industrialised 
world which partitioned craft and industry 
into compartments. Village industry was 
idealistic, romantic, a fading relic of a past 
age, while capital-intensive industry was 
the hub of the financial world across the 
globe. A 'man's' world of practicality cor¬ 
porate images, centralised control, econo¬ 
mies of scale, stock exchanges and global 
strategies to capture markets. 

This western thought process was readily 
adopted by our policy-makers who, while 
claiming to be influenced by Mahatma 
Gandhi handed over the daily business of 
administration to a bureaucracy that still 
spoke in clipped British accents, wore three- 
piece suits and followed all tlic laws and 
procedures established by tlie erstwhile rul¬ 
ers. Handicrafts and handlooms were vievaed 
as elitist objects for exhibitions and export 
rather than as an intcgml part of rural indus¬ 
try with its tremendous potential for em¬ 
ployment and markets i n the domestic arena. 
It was always the commerce ministry or 
culture departments that dealt with exports, 
museums, festivals and' 'culture'' at its most 
highbrow that aho administered the tradi¬ 
tional industries. For a brief interval handi¬ 
crafts and handlooms were brought together 
with the rest of village industry and received 
support from the newly created district in¬ 
dustries centres, massive handloom promo¬ 
tion expos all over the countiy and, most 
importantly, protection for 817 items in the 
cottage tiny and small scale sector through 
reservations so that village industries would 
not be smothered by large industry. Village 
crafts, whether it was the ordinary leather 
‘chappal* cv earthen 'kulla^h'^ were to re¬ 
ceive support along with the more fancy 
productsmadeforupperclassdrawing rooms. 
These seemed a harmonious way of dealing 
with industries, both hand and machine va¬ 
rieties. Unfortunately, a change in govern¬ 
ment and a reversion to carlio’ attitudes 
ivevailed and in 1980, handicrafts and 
handlooms were shifted back to the com¬ 
merce ministry and then to the newly cre¬ 
ated ministry of textiles. Artistic, i e, Elitist 


handicrafts arc supported here while com¬ 
mon crafts remain under the ministry of 
industry to be obliterated by the powerful 
lobbies of industrial tycoons who dominate 
policy formulation. 

Take the policy of financial allocatiun.s 
for the Khadi and Village Imlustries sector. 
It is well known that apart frr>m .some ad¬ 
vancements in the technology of the spin¬ 
ning wheel and the loom, in village indus¬ 
tries such as rope making, mat weaving, 
papcrmaking,oilcxtractics), soap and match¬ 
making and so on, there has been almost no 
new technological input. It was nut even 
necessary in certain areas since the lival, 
traditional technology was adequate, simple 
and appru(>riate. However, while the net¬ 
work of KVIC is vast, its employment po¬ 
tential immense, its matketing outlets far 
outnumbering outlets boasted of by multi¬ 
national hamburger joints like MacDonalds, 
the outlays for the KVIC have dwindled 
over the various five-year plans (see the 
table). In the FJghth Plan KVIC has been 
told to go to the banks and borrow money at 
commercial rates of interest for any invest¬ 
ment in development work. The outlay fra- 
industry and minerals is Rs 46,922 crorc. 
fhit of this Rs 6,114 crorc is the total outlay 
for the entire village and small industries 
sector oi a mere 7.4 per cent. 

While earlier at least the public sector did 
n<4 challenge village industiy by producing 
competing items for sale, and concentrated 
inside on producing coal, steel, aluminium 
and wrist-watches or operating services like 
rail, air and road transport, the present eco¬ 
nomic policy will allow the in^xirt of all 
consumer items from anywhere in the world, 
dealing a finiii blow to our village pnxlucts 
in the market place. 

What happens to those village industries 
that do not come into anyone's portfi^io? 
Among the.se are hundreds of thousands of 
basket makers, rope makers, potters, 
metalsmiths, leatberworkers, who, if they 
do not produce anything that catches the eye 
of the patrons of art and culture «c left on 
the roadside both literidly and Hgurativcly, 
across the length and breadth of this land. 
There are no appropriate technologies, mixli - 
fled tools, or simple processes for access to 
quality raw material and finally, no market 
development to demonstrate that they have 
a right to be part of tlie great world of market 
economics. All of these areas of interven¬ 
tion arc left to struggling Gandhians, vdun- 
tary organisations and low profile public 
sector institutions. The khadi sector has 


been a major victim of this neglect for, with 
a wide network of outlets it is still sustained 
only through a system of high rebates as an 
incentive to customers, and its products are 
not found on shopshclves wherethey would 
be expected. For instance. KVIC soap and 
match boxes arc noton chemist's shelves or 
available at the corner panwala's kiosk. 

How then with policie.s balanced against 
them, have village industries survived at 
all? It is the ail pervading and rigid caste 
system of the Indian .s(x;iul fabric that has 
kept the traditional village producer tightly 
bound within his caste hierarchy, unable to 
reject his inhcritcil skills and profession, 
and unable to receive the lienefits of any 
progressive policies that may have light- 
eneii his load or created alternative employ¬ 
ment. A potter therefore remained a potter, 
a ba.skct weaver continues as such. Illiterate 
yet knowledgeable, handicapped yet pro¬ 
ductive, trapped within their social status 
and traditional profession which, if ren¬ 
dered obsolete forccil them to move down¬ 
wards to become part of the manual labour 
workforce or a migrant on city pavements. 
Today village artisans find their place 
amongst tlie lowest income groups. Accord¬ 
ing to the 1989-‘X) study of the Operations 
Research Grouji, 69 percent of total artisan 
households earn up to Rs 750 per month. 
With an average of five members per family 
this works out to Rs 150 per head or a mere 
Rs 5 per day to cover the cost of food, 
clothes, transport, medicines and schooling. 
Most are landless. They have to make a 
choice between basic necessities or the pur¬ 
chase of raw materials, fuel or equipment 
for carrying out their work—little wonder 
they become bonded labour or sell their 
souls to exploitative loan sharks or middle¬ 
men. The condition of 29.6 percent of these 
households are even more pitiable as they 
earn only an average of Rs 350 per month, 
which works out to an unbelievable Rs 2.30 
per head each day Is survival possible? 
Certainly not. What happens then? Ixt me 
illustrate with cases that arc within firstJiand 
knowledge. 

.STRlaXil.K ro SlIRVIVh 

The story of Kodungallur in Kerala in- 
volve.sover20.(XX) winnen engaged in weav¬ 
ing mats made of screwpine leaves. Their 
husbands are fislicrfolk ilisplaced by the 
advent of the air-conditioned high technol¬ 
ogy fishing trawlers which are now a|^)ro- 
priating more and more of our 8,000 
kilometre coastline. Having become bread¬ 
winners of the family, they purcha.s6d raw 
materials for Rs 6 per* bundle with money 
borrowed at 28{)ero(n( interest, wove a mat 
in two days; selling Rfor Rs 10, and earning 
Rs 2 per day for their labour. I hiable to feed 
their family and repay the loans two women 
committed suicide. .Sustained work in form¬ 
ing first a union, and then a co-operative 



■ociely, persuading local banks and the IDBI 
to protide small loans, seeking local sup- 
port and doing all those things that only self- 
sacrincing souls can persevere with against 
political, bureauciaiic and social odds, to¬ 
day they earn over Rs 10 per day and have a 
feeling of being participants in building an 
unified organisation which brings their 
present and future back within their own 
control. 

In Andhra Pradesh the mass starvation 
deaths and suicide were covered in all the 
newspapers IlandliHtm weavers, according 
to the bandloom census of 1987 states that 
14.32 lakh weavers earn Ks 501 and above 
per month, 13.34 earn between Rs 201 and 
Rs 500 per month, and 2.04 lakh weavers 
earn Rs 200 a month which is less than a 
rupee a day. 

Just before the announcement of the 1985 
textile policy production figures for mills, 
handlooms and powerlooms were calcu¬ 
lated by government. 'Ihc production in 
mills rose from 3,132 million metres m 
1982-83 to3,515 in 1983-84 butdcclincd to 
3,338 million metres in 1984-85. Wherea.s 
the {Koduction in handlooni sector grew 
from 2,788 million metres in 1982-83 to 
2,294 in 1983-84 It increased to 3.131 
million metres in 1984-85. The powcriotjm 
sector saw an increase in production from 
4,694 to 5,355 million metre.s in 1984 85. 
Of the three sectors, handUxim provides 
employment for 57 lakh people as compared 
to 32 lakhs in poSverkx>m and 8 84 lakhs in 
the mills. The budgetary allix;alion li>r the 
textile sector in 1991-92 was Rs 942 crore 
and reduced to Rs 848 crore in the revised 
estimates. 'Ilic budgetary allocation for 
1992-93 is Rs 861 crore The bandl(M>m 
sector which was allocated Rs 257 ciore in 
1991 -92fpund the amount reduced to Rs 216 
crore in revised estimates. In 1992-93 the 
handloom sector was allocated Rs 249crore. 
So much for our'past (xdicics 

In a smalt village in Kerala 80 out of 100 
families of potters turned to depending on 
their womenfolk’s earnings from prostitu¬ 
tion to help them sui'vivc Ihc tragedy of the 
loss s'f their traditional markets. Today a 
revival prognunme has been umlertakcn to 
make their skills iclcvant and encourage 
society to create markets for their products. 

Here we sbcaild divert our attention to the 
situation of ri.sing unemployment in the 
technologically developed countries, and 
relating it to our current policies of indus¬ 
trial development which seek to globalise 
by imitating their technologies or replacing 
our goods with theirs. 

(ll.OHAI. Vll I.A(!h 

At the Buro summit held in October 1993 
there were serious appichensioiis raised 
among the 12 members of the European 
Community about labour unrest in France 
and Germany this winter. There is increas¬ 
ing talk of a four-day week to enable work¬ 


ers to share woik while companies reduce 
their pay rolls and cut costs to ranain com¬ 
petitive. The EC despnately needs to create 
20 million jobs if the unemployment rate is 
to be halved from its current 10 per cent 
plus. Asahi Dank in Japan estimated in a 
report in October that Japan's true unem¬ 
ployment rate is 6.5 pa- cent if 'hidden 
unemployment' is also taken, llaruo 
Shimada, professor of economics at Kcio 
University says “Ijfe time employment as 
an ideology will always continue to exist 
because Japan will always consider human 
resources to be im|K)itant”. His concern is 
that Japan should invest in new industries 
that will create new job opportunities before 
it is too late. In Italy as of August 1993 there 
has been a 26 per cent increase i n the niun ber 
of workers laid off from government 
schemes, and Cunfindustria, an employers 
body, has warned of an impending loss of 
7,50,000jobs over the coming months. The 
Italian government is worried that this may 
erupt into rioting and that the Mafia in 
southern Italy will take advantage of the 
situation too. An OECD report of its 24 
member countries puts unemployment fig¬ 
ures at 36 million, in the G-7 countries 7.2 
per cent of the workforce is unemployed. 
Average unemployment among youth is 30 
per cent in Spain, 20 per cent in France, 
Italy, Finland and Ireland. In the US it is 7 
per cent. In Mongolia only l/3rd of its 
people coastitutc the workforce. In Ger¬ 
many 10.3 per cent of the wcx-kforce is 
unemployed. Ever since the industrial revo¬ 
lution dovetailed into the technology revo¬ 
lution in the 1980$ more and more machines 
replaced human labour and effort. Ihe re¬ 
sult Uxlay is this frightening recession. If 
people cannot work, they cannot earn, if 
they cannot earn they cannot purchase. So 
now we have the G-7 nations desperately 
protecting their industrial capacity by pro¬ 
moting the products of their multinational 
corporations in the third world, while presi¬ 
dent Clinton has announced the bolding of a 
job summit in the US next year. 

Unemployment figures in India are con¬ 
stantly high and would now be nearer 130 
million people. As with death and depriva¬ 
tion, we have become insensitive to their 
sufferings and refuse to connect social and 
economic problems with joblessness. Ilic 
mass of the workforce in India is still in the 
unorganised sector with those engaged in 


village indiutrki second only to those en¬ 
gaged in agriculture. According to the Al¬ 
ternative Economic Survey of 1992-93 the 
unorganised sector absorb^ about 90.3 per 
cent of the total workforce in 1971 and its 
share increased to 91 per cent by 1990, 
which includes underemployed or season¬ 
ally employed persons. The relative share of 
the unorganised sector in the total GDP baa 
also declined over the period. Ute share of 
this sector in the GDP declined first from 
72.3 per cent in 1970-71 to 66.7 per cent in 
1980-81 and further declined to M per cent 
in 1989-90. A rise in the share of persons 
dependent on and a decline in its share of the 
GDP indicate a detericnation in the per 
capita earning of the persons engaged in the 
unerganised sector. 

Analysed in plain terms we seem to be 
consciously killing our own golden geese. 
What happened in slow motion over the past 
ISO years is now being rushed through 
within two years—the current economic 
refesm—which is in effect mariiet reform 
and not reform that will bring prosperity to 
the poor. Ibe new words in vogue arc not 
‘people’ and ‘politics’ which in its essence 
means the involvement of people in the 
creation of a humane and just society, but 
‘markets’ and ‘consumers’ in which money 
power decides who has the right to occupy 
democratic space. With the rapid and facili¬ 
tated entry of multinational corporations 
and financial institutions, allocation of farm 
land, bank credit, access to raw material, 
priority in transport facility—all these are 
being handed over to serve those who have 
the most economic power. G>-operative 
banks and rural credit which were the bea¬ 
cons of hope for those like our women of 
Kodungailur will no longer be available to 
serve the weak. They are already being 
forced back into the hands of loan sharks and 
unscnipulous local moneylenders. And when 
foreign products in every sphoe of con¬ 
sumer need is brought to every village and 
small town shop, convincing the deprived 
that Coke and Pepsi is better than drinking 
water, and hi-tech cookware is more pro¬ 
gressive than earthenware pots, our women 
in more than one village will have to return 
to prostitution. 

In Ibailand which is held up as an ex¬ 
ample of a successful structurally adjusted 
country, you can get Levi Jeansi Pepsi- 
Coke, nerre Cardin T-Shirts and Reebok 
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sboM, but the resultant impoverishnient of 
its rural industry has result^ in 95 per cent 
of all Thai men having slept with prosti¬ 
tutes; 5,00,000 Thais, i e, almost 1 percent 
of its population are affected with AIDS. 
This is spreading through Cambodia and 
l^os via Burma to the nwth-east of India 
and, as a part at other types of global link¬ 
ages will soon join up with the scores of 
villages in India. Projections for the year 
2000show AIDS being reduced from 17per 
cent to 10 per cent in industrialised nations 
but increasing from 5 per cent to 25 per cent 
in south and south-east Asia. Let it be 
clearly and unequivocally understood that 
as a result of these policies, unemployment 
and AIDS will go band in band as the most 
deadly diseases of the next decade. It is by 
no means far-fetched to assert that this has 
.1 direct linl^ with the rapid destruction of 
the productive, employment-oriented in¬ 
dustries of rural India and will force our 
rural people to prostitution, starvation or 
suicide. A grim choice indeed in a world 
where multinational consumerism claims 
to offer the consumer a greater freedom of 
choice. 

OIKOS means the economics of home 
management. A home encompasses the con¬ 
cept of people being a harmonious part of 
nature—one with its soil, water forests and 
clean air. 'Diis concept of the .sentient being 
Is common to all traditional agricultural 
societies of South America, India, Japan 
Hiailand, China and Africa, but we canmH 
talk of eco-friendly products without mak¬ 
ing them people-friendly too. lliese prod- 
jcts if made by industrial conglomerates 
hat do away with jobs cannot be considered 
^x)-friendly if they destroy the lives of 
raditional producers. Our choice of the 
larthen 'matka' as the Ixo Mark logo is 
sarticularly ironic since steel and alumi- 
lium are wiping out the potters who make 
be matka. It i& only if the principle of 
lausing the minimum harm is used rather 
han of maximum profit and humans who 
iroduce goods and services are not 
narginalised and alienated from their skill, 
hat the product would be genuinely eco- 
'riendly. 

It is here that we may turn to strategies for 
he future because we are poised at the very 
irecipice of a situation where wc can make 
he right choice for ourselves, or lose in a 
rice the collective wisdom of centuries. I .et 
IS look a little deeper at what is happening 
n the economically powerful countries to- 
lay. Which are the words that are'gaining 
lunency amidst the aborations of their 
uliure? ‘Organic’, ‘sustainable’, ‘cco- 
riendly*. UiiDugb Star TV viewers are asked 
D knit sweaters to keep warm rather than 
urn up the thennostat in central beating 
rbidh wastes precious energy and depletes 
lature’s resources. ‘Health* foods like 
prouted beans, yogurt, whole wheat, leafy 
ireens without chemical pesticides are pro- 
loted. Natural fibres like cotton, silk and 


woo] are far preferred to skin-clogging syn¬ 
thetics even by the working class for their 
uniforms. By wc^ng on a home computer 
people have brought woik back as a liomc- 
basod activity. Herbal extracts and oils are 
preferred by die cosmetic industry, fruit and 
vegetable extracts are part of exclusive, 
expensive soaps. Detergent factories with 
high chemical effluents are being penalised, 
and in Japan those parts of the pnxluction 
process that are not eco-friendly are being 
identified as inefficient and the corrective 
process is being applied. Anybody who is 
anybody boasts of using recycled paper. Wc 
have had these skills for centuries yet wc arc 
adopting alien obsolete technology with their 
obsolete development paradigm while wc 
could be on par o', indeed, even ahead of 
‘developed’ nations by taking the short cut 


back to our own rich resource knowledge 
and skill which through traditional produc¬ 
tion met hods protects the environment while 
sustaining employment. 

Our traditional village industry uses local 
resources, the depiction and regeneration of 
wliich is tlic immediate concern of the local 
inhabitants. Transport costs involved inpre- 
marketing processes arc minimum, llie sldlls 
of a vast (raditional reservoir arc present. It 
requires minimum infrastructure if cottage 
based, home -based activity sustains the uni^ 
and integrity of tlie family unit and econo¬ 
mies of scale arc maintained Both costs and 
benefits are tangible to (he prcKlucer. Most 
importantly it docs not put people out of 
work We clearly have in our bands the only 
relevant technology for the future well¬ 
being of humankind 


‘Third Force’ in South Africa 

Ninan Kushy 


The Goldstone Commission's report confirms the widespread belief about 
the existence of a ‘third force’ in South Africa organised or supported by 
the security forces. Fresident de Klerk’s decision to constitute yet another 
enquiry team will only be treated with derision. 


'11 IK recent report by the Goldstone (\»ni- 
mission has only confirmed the widcsfiread 
liclicf about active involvement and com¬ 
plicity of the .*!outh African security foi\;e.s. 
including the police, in fomenting political 
violence mainly against (be African Na¬ 
tional Congress (ANC) For the last dircc 
years evidence has been accumulating about 
the existence of a ‘ihml force’ in .Stiutli 
Africa organised and or supported by (lie 
security forces to destabilise (he tran.Miion 
towards democracy. It was just natural that 
the main target of the ‘third force’ was the 
African National Congress and the main 
beneficiary (heinkatlia Freedom Party(IFP) 
Most of the actions listed by Gi>ltlstone, 
including tl;c supply of weapons and fuel¬ 
ling of violence on (rains and in migrant 
worker hostels were directed at helping the 
IFT the main black rivals of the ANC. Tlie 
commissioner stated (hat he had prima facie 
evidence that the deputy police commis¬ 
sioner, general Basic Smi t, was among (hose 
involved in dirty tricks 
From the lime that the state president F 
W de Klerk announced a programme for 
transition to dcniocr.'icy in South Africa in 
February 1990 it was known that a critical 
factor in the process would be the security 
system. There was fear that the security 
services trained, equipped and oriented to 
protect the apartheid system could 
destabilise the process. A similar problem 
was met in Namibia by a UN force. Do¬ 
mestic military elements, police and lib¬ 
eration armies alike were prevented from 
operation during the transition. 


In .South Africa, far from providing a non¬ 
partisan umbrella of stability, the security 
services have the legacy of fiercely partisan 
involvement in implementing P W Botha's 
‘total strategy’. Despite president de Kleik’s 
repeated claims that the .security services 
were fully under his control, the system did 
not change with (he change of policies of the 
National Party, 'llic incumlient regime as- 
•sumed and claimed that simply because it 
p-ccipitated a (lansition and publicly com¬ 
mitted itself to a democratic outcome, that 
the state security system was serviceable as 
a neutral instrument in the process. 

It is well known that the South Al’rican 
security forces were trained and deployed to 
defend apartheid and to wage war against 
the AN(' and its members. Yet tioivogramme 
has Ix'cn implemented to retrain the sccu- 
nty forces to serve a democratic society. 
Notwithstanding the known orientation of 
the security forces and the cases where the 
police officers have admitted in court that 
they were simply continuing the war against 
the ANC they had been instructed to wage, 
the government continued to insist that in¬ 
vestigations of police complicity in vio¬ 
lence must be conducted by the police them- 
.sclvcs. 

It was thcBoipatang massacre of June 17, 
1992 that sharply raised questions once 
again about the n>lc of the security forces in 
violence. In addition to a numb» of non¬ 
governmental enquiries having pointed to 
(hecxistenceofa ’third force' theGoldstone 
Commission which by that time bad i>ub- 
lislicd two interim reports had cited in- 
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stances of police and defence forces’ in- 
volvcmentin violence including assassiuati< ms 
mostly of ANC member and supporters. 

The Doipatang massacre bn lught to a halt 
the negotiations for democratic transforma¬ 
tion underthe ‘Omvcnlion for a Democratic 
South Africa’ (TODIiSA) with the ANC 
refusing to return to negotiations unless the 
government took credible steps to deal with 
the problem of violence. 'ITie ANC president 
Nelson Mandela in his letter to president de 
Kleric on June 26,1992, spelling out condi¬ 
tions for resumption of negotiations, spe¬ 
cifically raised the question of the involve: 
ment of security forces in fomenting vio¬ 
lence. He publicly accused the de Klerk 
government of being responsible for politi¬ 
cal killings. 

Ihe mas.sabre and the consequent col¬ 
lapse of COUKSA drew renewed interna¬ 
tional attention to South .\frica and the 
Security Council of the HN met to discuss 
the situation. This resulted in heightened 
international support for the ANC and a 
limited UN presence in South Africa to 
monitor violence. 

Whileconcedingthat ‘ ’the appalling events 
on June 17,1992 haveonceagainshown that 
the situation in South Africa is highly vola¬ 
tile and accompanied by a spiral of violence 
and counter-violence”, president de Klerk 
maintained in his reply of July 2, 1992 to 
Mandela that ’’Contrary to ANC’s accusa¬ 
tions, the government has not and will not 
plan, conduct, orchestrate or spemsor vio¬ 
lence in any form whatsoever against any 
political organisation nr community”. He 
added, ’’The lie that the government is spon¬ 
soring and promoting violence remains a I ie 
no matter how often it is repeated. Where 
elements in state structure in this regard, the 
government will not hesitate to take appro- 
priatestepe.” 

The president said that it was to cover up 
its own direct and indirect involvement in 
the creation of a climate of violence, that the 
ANC blamed the government and the secu¬ 
rity forces for the violence. In his reply of 
July 9, 1992 Nelson Mandela exposed the 
false claims by the government and gave 
further evidence to substantiate Uie charges. 
The latest report of the Goldstone Commis- 
simi is a clear vindication of the position 
taken by the ANC already in July 1992. 

While the government was always quick 
to condemn the ANC for violence, it as a 
rule refrained from any condemnation of 
Inkatha, even when tl^ere were numerous 
cases of leading members of the IFF planning, 
directing and instigating violence on a mass 
scale. Instead there were persistent reports 
of government protection of IFP warlcsds 
the security forces. In case after case inves¬ 
tigation concerning the involvement of the 
monbers of the security forces have been 
found to be inadequate and tardy, 

The involvement of the securiQr forces in 
incidents of violence has been already es¬ 


tablished through exposures in the press, in 
the course of .some trials and in Commis¬ 
sions of Inquiiy. 'Hie government has tried 
k> deny its responsibility by claiming that 
individual members of the security forces 
■ had acted outside the law and their institu¬ 
tions and that such cases as were established 
had led to criminal persecution. This was 
not nue as in the majority of such cases the 
government did not institute any action. On 
a number of occasions police ofneers in¬ 
volved in violence or in cover-ups have been 
identified by Commissions of Inquiry or in 
court judgments Tlic government never 
took action in such cases. And so the ’third 
force’ continued with vigour. There were a 
number of instances where the security foices 
not only failed in their duties but played an 
active and determining role in the foment¬ 
ing and escalation of violence. 

One case that revealed the involvement of 
the police in violence was the Trust Feed 
Case. On April 23, 1992 captain Mitchell 
and four constables were found guilty in the 
Natal Supreme Court of the murder of 11 
persons at an area called Trust Feed in the 
Natal Midlands. The persons murdered were 
ANC supporters and at the time of the 
incidents, the violence was perceived as 
lieing the result of Inkatha ANC rivalry. In 
his judgment Justice Wilson referred to 
police complicity in the crime and stated “a 
disturbing feature of this case is that as the 
evidence went on it became clear that the 
evidence of senior police officials could not 
be accepted and offlcial records produced 
form files were also subject to suspicion and 
shown to be completely inaccurate”. It fur¬ 
ther emerged that captain Mitchell viewed 
the actions he had taken and the context in 
which they were taken as being a war situa¬ 
tion against the ANC. In addition, the judge 
called for an investigation into the allegerl 
cover-up of the investigations and the in¬ 
volvement of policemen in ’’counter-revo¬ 
lutionary strategy’ ’. 

At Trust Feed a community was deliber¬ 
ately destabilised and hostility created be¬ 
tween ANC and Inkatha supporters, leading 
to the establishment of Inkatha control over 
the community, the court heard from the 
policeman responsible that the police had 
previously assisted Inkatha by unlawful 
means to take over areas. * 

Revelations about hit squads had come 
already in 1990 through the Harms Com¬ 
mission. The Commission began its investi¬ 
gations in Pretoria in February of 1990 into 
the existence of hit-squads operating within 
the ranks of the South African Police, spe¬ 
cifically at Vlakplaas, as well as within the 
ranks of the South African Defence Force, 
specifically the Civilian Co-operation Bu¬ 
reau (CBB). The report of the commission 
in December 1990confirmed that a number 
of illegal acts were found to have taken 
place which were committed by both the 
South African police squad operating from 


Vlakplaas as well as the CBB. Such acts 
included attacks upon prominent and-apari- 
heid activists; attacks upon the premises of 
anti-apartheid organisations and included 
the bombing of Atblone House in Cape 
Town. No action was taken by the South 
African government against those involved 
and there was evidence that some of the 
squads continued to exist. 

All these have to be seen against the 
background of the support given to Inkatha 
by the South African government and sev¬ 
eral I>f its agencies. Secret financial suppent 
from the South African government in the 
form of funding of rallies wq^ exposed by 
the press in 1990. The .South African gov¬ 
ernment had to acknowledge this. Even 
though F W de Klerk slated in July 1991 that 
all secret funding to the Inkatha had ended in 
March 1990, there is evidence of funding to 
Inkatha rallies in 1991 and 1992. 

At least 200 Inkatha members received 
military training from South African secu¬ 
rity forces in the Caprivi strip in late 1986 
and early 1987. As in the case of other kinds 
of supfiort from the government to Inkatha, 
this was exposed the media and at first 
denied by the government. 'Ihere is evi¬ 
dence of other training courses also held for 
Inkatha members. Several of those who 
have been identified as receiving such train¬ 
ing have subsequently been involved in 
violent activities including participation in 
hit-squads activities. There were also well- 
substantiated reports of Inkatha’s links with 
South African military intelligence. 

The Kwa/.ulu Police (KZP), a force under 
Inkatha control and membership of which 
effectively requires Inkatha membership, 
are trained and in many cases receive logis¬ 
tic support from the South African Police. 
The political partisanship of the KZP in 
their operations has been established by 
monitoring groups and in court cases. 

The latest report by the Goldstone Com¬ 
mission has now given the final indictment 
against the South African security forces 
about their collusion with and support for 
Inkatha. The Commission has given all the 
evidence that is required for action by the 
government. F W de Klerk’s embanass- 
ment is understandable. His claim of the 
security forces being fully under bis control 
is exposed unless of course he knew all 
along what had been going on. His an¬ 
nouncement that the goverrunent would ap¬ 
point an international enquiry team will be 
treated with derision. What mote evidence 
docs he need or the people want than what is 
given by Goldstone wdio has named the 
people involved? At the other end is chief 
BuUielczi claiming thht he has been un¬ 
aware of any help friun the security forces to 
Inkatha. At a time when Butbelezi does not 
know what to do next and his political 
options are tunning out tbeGoldslone leport 
has shpwn conclusively the sinister nature 
of Inkatba’s collaboration. 
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PERSPECTIVE 


Managing India’s Nepal Policy 
The Raj and After 

Parshotam Mehra 

Demands fora review ofIndo-Nepalese relations and suggestions that an 
Indian initiative is essential for giving a ' ‘positive tone' ’ to these relations 
in future need to be viewed against the backdrop of how the relationship 
between the two countries evolved over century arid a half of British 
colonial rule. 


A RECENTanalysis on ‘ManagingNcpal's 
India Policy?* makes interesting reading.' 
Sadly, for its author, the breath-taking 
changes that have come over the political 
landscape in the Himalayan kingdom in 
the wake of the end of Panchayati raj and 
thd holding of largely free, and fair, gen¬ 
eral elections (May 1991) under the mul¬ 
tiple party system^ have ushered in a ma¬ 
jor systemic restructuring of Kathmandu' s 
policies, both at home and abroad. In the 
event, some of the assumptions on which 
the thesis rests would appear to have lost 
validity. And yet they arc deserving of 
close scrutiny., 

While reviewing a bunch of recent stud¬ 
ies on Nepal a few years ago, the present 
writer drew attention to'some important 
facets which may serve as a necessary 
backdrop to an understanding of Nepal’s 
India’s policy.' To start with, over the 
centuries, the country has maintained ‘a 
cautious equidistance’ between its two 
powerful, and populous, neighbours to¬ 
wards the nmth and in the south; its .stra¬ 
tegy for survival revolving largely around 
keeping that equidistance. Again, two 
major landmarks in Nepal’s historical evo¬ 
lution over the past couple of hundred 
years and more have been the advent of 
Gurkha ru.le (1767) and the rise (c 1849) 
and fail (1950) of the Rana stranglehold. 
Finally, the 1960 coup of King Mahendra 
(r 19S4-72) in dismissing a popularly 
elected government and the sharp deterio¬ 
ration of the economic situation in its 
wake. Followed by a well nigh complete 
turnaround by his son and successor who, 
30 years later, was made to opt for a return 
todonocratic norms (April 1990). It would 
be interesting, as no doubt instructive, to 
relate these events to India’s own record 
of managing its Nepal policy both under 
the Raj and, more importantly, in the 
decades since. 

In the cluster of the three Himalayan 
states. Nepal occupies an important, nay 
almost pivotal, place. And Ibis not only by 
reason of its size and population. For 


Sikkim is tiny by comparison and Bhutan, 
though larger in area, is yet small in num¬ 
bers. More, of the three, Nepal's relations 
with Tibet and China were perhaps better 
defined and, in the Indian context, more 
relevant. Another factor may bear men¬ 
tion. The relatively small indigenous popu¬ 
lation of Lepchas in .Sikkim and of the 
Bbotias in neighbouring Bhutan 1 ind them¬ 
selves outnumbered, if not completely 
swamped, as in Sikkim, by the Gurkhas. 
Creating in their wake grave problems of 
ethnic imbalances that bid fair to threaten 
their fragile politics. And from which 
India’s own north-east is not immune 
either—viz, the politics of Gorkhaland 
and of incorporating Nepali/Gorkbali as a 
separate language in the 8th schedule of 
the Constituion. 

Hazy Bboinnings 

The Raj's relations with the Gurkha 
kingdom may be said to have their hazy 
beginnings at a time when the John Com¬ 
pany was mounting a big effort to explore 
trade prospects in the north. This became 
especially urgent in the wake of a series of 
famines imBengal in the last decades of 
the 18th century synchronising with the 
emergence of Prithvinarayan Shah as the 
undisputed master of the Himalayan king¬ 
dom. Nor was Nepal the sole quarry; Brit¬ 
ish efforts were part of a larger design that 
embraced the missions of George Bogle 
and Samuel Turner to the neighbouring 
land of Tibet. That the company could not 
make much headway in either direction 
was not for want of trying. 

Nepal's bout of hostilities with Tibet 
(1788-89) inflicted a veritable body blow 
on the latter and soon invited u war with 
China (1791-93). For the resurgent 
Gurkhas who for some time now had car¬ 
ried all before them, it was a humiliating 
reverse. I'he more galling in that Chinese 
armies'had marched virtually unchecked 
to the outskirts of Kathmandu. Ridiuffed in 
the north, the Gurithns turned their depreda¬ 


tions towards neighbouring Gaifawai 
Kumaon and in so doing came bnad- 
into conflict with the John Company I 
engaged in more or less siaii 
operations—expanding and consolklatl 
its dominion in the hills. 

Happily, the first Anglo-Nepalese ' 
(1814-15) was also to prove the lai 
Though worsted in battle, the Guikhas 
demonstrated a fighting capability af 
power of resilience that won them t|; 
enemy's respect, a fact amply dmiioJ 
strated in the ensqing treaty of peace. Ff 
barring some territorial acquisitiems to sal* 
guard their position in the north, the 
left Nepal more or less to its own device^ 
'I'he immediate post-war political lanl 
scape in Kathmandu was one of uncci 
tainty and relative confusion—until t| 
emergence of the Ranas. Who from' 
position of mere non-entities in the 183\ 
assumed an almost unchallenged bold ov | 
the apparatus of government by the 185C. 
All the while their leader Jang Bahad* 
graduated from the days of 'active bosti 
ity' of Bhimsen Thapa to a position ] 
‘restricted intercourse’ with, and 'friend' 
isolation’ towards, his powerful soudie 
neighbour. A measure of his growing clo' 
was the recall of the ever-nosey Britk) 
resident, Brian Hodgson (1843), who’ 
outer facade of fostering trade and coBi 
merce concealed a determined bid to e* 
tend the British hold. The recall itself d 
much to allay Jang Bahadur’s mounds'] 
fears of British motives while happily f<' 
him Hodgson’s successor ruled that ti' 
armed tlireat card had been over-playe ' 
For Gurkha militaiy power, be confid^ 
his political masters, was “On utter nullity" 
By the time the two Shamsbers, Bir at - 
Chandra, emerged (1885), the Ranas bt 
consolidated their hold over thelandwht' 
the Ranas had consolidated their hold ov« 
the land while the British had come lotA') 
increasingly on Guikba recruitmmit ft, 
their armed forces. In the event, B 
Shamsher’s visit to Calcutta (1893) I 
meet govemor^eneral I-ansdowne unde^ 
lined the contours of the new relationriii^' 
The Raj promised a ’reasonable’ supply < | 
arms in return for an assurance that t^ 
were no clandestine deals with other (El 
ropean) Powers and no arms exports t 
Tibet. And while Katbmandumay nodoul^ 
have been disappointed in its expectatioi' 
of ‘one rifle for one Gurkha recruit', It; 
British broadly kept to their pledge of s 
uninterrupted supply, conscious that th 
Nepalese rulers could spoil their mud 
valued Gurkha recruitment. ’ 

Th» opening years of the century sa' 
the Biitish entangled in Tibet over wbt 
appeared a virtual non-issuc. Ostcnsibl 
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oiqective was to foster unhindered 
le with the land oif the lama; in reality, 
ras to pre-empt the Russians in their 
:gedly nefarious designs on the coun- 
Charaoteristically, Whitehall seriously 
«ted the possibility of using Nepal to 

1 e a prosy war Chandra Shamsher, 
y too willing' to ingratiate himself, 
t game. With Beijing in no position to 
irvene, he yearned for an (opportunity 
leat the lamas and purloin some cov- 
I territory. 

adly for him. Cur/on, the overbearing 
Mnsul, overruled his political mas- 
I at home and assigned Chandra 
msher a .secondary, if relatively unim- 
tant, role. In the event. Young-hus- 
d could dfaw upon Nepal for his much- 
ded supply of yaks for transport and its 
isa agent Jit Bahadur's good offices to 
wheat the lamas. But the .Sahibs must 
Jint their own expedition and ptx^ket 
accruing gains. 

ot that Nepal’s help was of no mo¬ 
lt. To the contrary. For not only during 
negotiations leading to the conclusion 
K Lhasa convention (September 1904) 
also in the lean post-Cur/on pe.-i<Hl 
t followed. More specifically, the 
lalese envoy played a crucial role in 
years of Chinese ascendancy (1905 
and much more its decline (1912) Jit 
ladur helped carry out the evacuation 
le rabble of g Chinese soldiery who, in 
aftermath of the October 1911 revolu- 
I on the mainland threati^ncd peace in 
et. This made possible'the return of the 
1 Dalai Lama from his years of exile in 
ia to his own land (1912) and laid the 
is (or the-convening of the Iri-partite 
ila'Conference (191- i 4) 

Treaty op 1923 

vents leading to the 192) treaty 
ignising Nepal’s independence, “both 
mal and external’ ’, underline the grow- 
importance the Raj attached to 
bmandu in its relations with the 
ai Lama and the government in Beijing, 
e, Charles Bell's mission to IJia.sa 
11-22) to help it with a modest supply 
irms and the Treaty of Rawalpindi 
II) marking the end of British tutelage 
' Kabul must be viewed as essential 
edrops. Between Nepal and Tibet 
US a delicate balancing act, for any 
>Iy of arms to the Lama’s government, 
adding to its strength, was anath- 
to Nepal’s rulers who viewed their 
'Jlhouring land as a veritable colony 
re they flaunted their extra-territorial 
ts and privileges. As to Beijing, the 
as had by 1912dropped all pretence of 
nferior or subordinate status; tbe last 
iqucnnial mission of tribute to the Son 
feaven was despatched in I90K. 


As one draws to the close of British rule 
in India, two points need to be heavily 
underlined. One, in mapping out the con¬ 
tours of their relations with the Gurkhas, 
the British had the advantage of dealing 
with a relatively stable, if notoriously 
regressive regime in Kathmandu. For the 
Rana oligarchy despite its internecine 
squabbles, managed to remain in the 
saddle, if partly because the Raj turned its 
face sternly against fishing in its troubled 
waters. As fur itself, no sooner did it 
discover the excellent fighting qualities of 
the Gurkha soldier—in many ways a cut 
above John Tommy—than it was only 
took keen to make use of this great human 
resource to fight its battles. And not in the 
subcontinent alone, but in the remotest 
corners of the empire. More so in that they 
were mercenary soldiers who in return for 
their pittances remained steadfastly loyal 
to their masters. 

In the bargain, the Raj lent a helping 
hand, within well-defined limits, in arm¬ 
ing and equipping the Nepalese forces 
And perpetuating the Rana stranglehold. 
Nor did it fancy having an interest in 
breaching Kathmandu’s sedulously 
guarded isolation. Tn the result, such inter¬ 
national status as the country enjoyed in 
the wake of the Anglo-Ncpalcsc treaty of 
1923 was largely through the courtesy of 
Whitehall or its Indian adjunct. Nor was 
Kathmandu under the Ranas overly 
enamoured of the outer frills and trap¬ 
pings of a sovereign state. 

Nothing much changed in the few de¬ 
cades that the Raj now endured. In 19)), 
the post of British Resident at Kathmandu, 
the nomenclature of which had already, in 
deference to Nepalese sensibilities, been 
changed was formally recognised as one 
of His Majesty’s ministers while a Nepalese 
Legation in London obtained recognition 
as a juridically independent slate. It was 
nonetheless ‘a very special’ treaty rela¬ 
tionship for not only did Nepal supply a 
large eontiitgent of regular troops to the 
Indian army but it was also dependent on 
India for an important part of its annual 
revenue in tbe shape of subsidy. Mure, 
barring a Nepalese representative at I .hasa, 
it had not established diplomatic lelaliuns 
with other Powers. The country was de¬ 
pendent for her trade on transit through 
India, receiving a refund of Indian cus¬ 
toms duly on all imports (via India). The 
British were equally clear that the Gurkha 
source of recruitment must be maintained 
at all costs and that the lUi could not 
tolerate another less friendly regime south 
of the Himalayas. 

In the Imperial pattern then obtaining, 
Nepal’s position may bear comparison to 
that of Muiicat in (he Persian Gulf; a' 
juridically independent state in treaty re¬ 
lations not only with Britain but also with 


other Powers and whose independence it 
was an essential British interest to defend. 
And over which therefore 1 IMG was bound 
to maintain an unobtrusive guardianship. 

It may be useful at this stage to recall the 
late Olaf Caroe’s ‘India and the Mongo¬ 
lian b'ringe’ which may be rated tlie Raj’s 
swan song in terms of its definitive policy 
framework vis-a-vis the entire north-east¬ 
ern frontier, including Nepal.* It was a 
’Note* by India’s (hen foreign secretary 
widely circulated for comment among of¬ 
ficials ill Assam and along the eastern 
frontiers—not a ‘Memorandum to tbe Brit¬ 
ish Foreign Office’. Again. tbe date it bore 
was January 18, 1940, not 1946.* * 

And finally, Olaf did not suggest, as has 
been averred, that the Himalayan states 
“should be integrated irrevocably with 
India through economic measures'*.* All 
(hat he did was to say that “the whole of 
tills frontier and not only Tibet is regarded 
by rhina as ipedenta’'. In the event, it was 
‘ ‘an elementary precaution to take steps to 
fasten in the Indian oibit all that Mrnigo- 
lian fringe’’ from Nepal to the farthest 
tribal areas of Assam, flow precisely was 
the fastening to be achieved remained 
undefined but, for the record, there is not 
a word on economic measures, much less 
on integrating the area irrevocably with 
India. 

On Nepal, the ‘Note’ made two signifi¬ 
cant comments which may be of some 
contemporary relevance. One, “her 
[Nepal’s] connection with China is often 
forgotten, but never by the Chinese' ’. Two, 
the Nepalese arc ‘a philoprogenitive race’ 
who had spread widely into Sikkim and 
Bhutan—and in As(sam. This tendency 
towards expansion was “in different de¬ 
grees feared and hated by other slates**. 
Abtive all, by the Tibetans who “dislike 
and fear’ ’ Nepalese encroachments. 

Post-Rai Scenario 

A word on (be post-Raj scenario. On the 
morrow oL Indian independence (1947), 
the Ranas, increasingly shaky at home, 
were keen to clinch a deal with New I^lbi 
as a modicum of assurance against overt 
interference. India may have delayed 
matters—and. as a matter of fact, did—but 
its hands were forced by developments 
across (he border in Tibet where the new 
Chinese communist regime threatened 
‘liberation*. To no one’s surprise there¬ 
fore, the 1950 treaty with Nepal was at 
best a holding operation resting squarely, 
with a few minen', almost cosipaetic, modi¬ 
fications. on the earlier treaty of 1923. Not 
long after, a revolt in Kathmandu brought 
about by long-simmering discontent at 
home and overt, as well as covert, help 
from tiCross tbe border spelt the doom of 
the long-decrepit Rana rule. Understand- 
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•My, the old monaroby, now restored to 
fall authority, sought an assurance ofNew 
Delhi's goodwill. 

Even as it did so, India’s emphasis on its 
‘special relationship' with Kathmandu pro¬ 
voked hostile reactions and was anathema 
to the hypersensitive political elite in the 
Nepalese capital because of its presumed 
denigration of the country’s national sov¬ 
ereignty. Independent, democratic India 
began to be viewed as a greater challenge 
than the alien if autocratic Raj it had 
replaced. In the event. King Mahendra’s 
magic formula of “non-alignment with 
equal friendship for ail’' and ‘ ‘diversifica¬ 
tion* ’ found, to start with at any rate, wide, 
popular acceptance. The idea was to ef¬ 
fect a carefiri balancing so as to obtain 
greater freedom of manoeuvre and a cau¬ 
tious tacking back and forth between 
Nepal’s two great neighbours as circum¬ 
stances might necessitate. Despite its high- 
sounding rhetoric, this could best be a 
tactic, not a policy. And one with severe 
limitations on its utility. 

Kathmandu’s growing emphasis on its 
historical role as a link, a channel of 
communication, between the civilisations 
of south and cast Asia was to underline its 
own independence. For New Delhi it was 
to be a non-aligned nation, not acompliant 
ally; its new stance helped by the glaring 
exposure of India’s vulnerability, and 
weakness, in the 1962 border war with 
China. Not long thereafter, Nepal under 
King Birendra formulated its zone of peace 
proposal (1975) which, by implication, 
would take the country out of its security 
obligations with India and place its rela¬ 
tions with New Delhi and Beijing on the 
same footing. With China’.s active support 
the proposal was pushed with such zeal 
that by 1990 it had been endorsed by as 
many as 1 IS nations. 

Crisis in Relations 

The recent crisis in Indo- Nepalese rela 
tions starting with New Delhi’s decision 
not to renew the trade and transit treaties 
in March 1989 and its preference for a 
single treaty to replace the previous 
arrangement may be briefly reviewed. The 
1978 treaties for trade and transit expired 
on March 23.1989. Earlier, in 1950, I960 
and 1971, a single treaty had regulated 
both trade and transit and New Delhi now 
insisted that the former practice be re¬ 
vived. Its line of reasoning was 
unexceptional—if Kathmandu desired a 
special economic relationship, it would 
have to give way on a special security 
relationship. With the treaties expiring. 
New Delhi closed down 13 of its 15 transit 
points on the India-Nepal border, allow¬ 
ing the two at Raxaul and Jogbani to cater 
to essential goods. As a supplementary 


fuel agreement expired on life last day of 
March, Kathmandu faced a severe fuel as 
well as goods criincb. To noone’s surprise 
it cried ‘foul’ and denounced the ‘block¬ 
ade’. New Delhi stoutly repudiated the 
charge, pointing out that the Nepalese had 
dilly-dallied on negotiations. 

In the ensuing parleys, India main¬ 
tained that trade could not be treated to the 
exclusion of othermatters and suggested a 
comprehensive review of the entire gamut 
of relations between the two countries. All 
this while, non-renewal of the treaties 
choked majorchanncis of communication 
and inflicted severe economic damage on 
the Himalayan kingdom. And in its wake 
precipitated a major political upheaval. 
For its part, Kathmandu presently discov¬ 
ered that however warm foreign sympa¬ 
thies and fervid aid commitments, they 
offered no panacea .Short-lime palliatives 
at best, they spelt out no long-term solu¬ 
tion. More to the point, China’s much- 
touted enduring support notwithstanding, 
its real commitment to Nepal’s economic 
sustenance remained as fragile and cau¬ 
tious as ever. 

It has been argued that the Nepalese 
monarchy’s pro-China stance was a result 
of its fundamentally autocratic character. 
Even the Ranas’ reception of the 1950 
treaty, a respectable Nepalese academic 
has suggest^, was motivated in that it 
was “expected to provide a durable guar¬ 
antee” to their shaky regime. Later King 
Mahendra’s policies “supposed to have 
been guided by nationalism and far- 
sigblcdness" were, in reality, expedients” 
geared to serve only the ruler's interest’ ’. 
So also his zone of peace proposal which 
wasa “buiidleofcontradictions” launched 
“without any homework”. In sum. the 
momu-chy was guided “more by short¬ 
term stiatcgics of regime survival than by 
genuine national interest”.’ 

More explicitly, both King Mahcndra 
and later his son. King Birendra, were 
hostile to India and wanted to minimise 
Indian influence largely because they saw 
it as supportive of pro-democracy forces 
III the kingdom or, at the very least, those 
drawing inspiration from India. China for 
its part saw nothing objectionable in an 
autocratic regime and was more than will¬ 
ing to lend support, should it serve its 
specific foreign policy objectives vis-a- 
vis India. By stirring up hostile senti¬ 
ments. a supposedly anti-India, pro-Chi¬ 
nese monarchy could divert its people’s 
attention from their miserable economic 
plight and at ’the same time stall if not 
deny a democratisation of the country’s 
political system. 

A majm: irritant in Indo-Ncpalese rela¬ 
tions is said to have been New Delhi’s 
umbrage on Chinese arms sales to 
Kathmandu of which the Brst instalment 
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worth £ 20 million arrived in June 1SI88.* 
India viewed ti^e deal with a measure of 
concern. A substantial military relation* 
ship between Beijing and KathmandUt it 
must have argued, would upset the mill* 
tary status quo in the Himalayas. Mme, it 
was clearly violative of the letter and' 
spirit of the 1950 treaty and the secret 
letters exchanged on the occasion. The 
lattcrclearly stipulating that ‘ ‘neither gov-' 
ernmciit shall tolerate any threat to the ‘j 
security of the other by a foreign aggres¬ 
sor To deal with any such threat, the two 
governments .shall co-ordinate measures”,* '{ 

Specifically on the question of arms, in ! 
1965 India had modified its 15-year ear- ' 
tier commitment to ’ ‘agree to underwrite 
as far as possible the entire requirements 
of the Nepale.se army”. US and British 
assistance was to be sought only when 
New Delhi was “not in a position’ ’ to meet 
Kathmandu’s requirements; such short¬ 
falls, however, were to be “militarily co¬ 
ordinated” by New Delhi.'® 

Pro-Democ racy Movement 

r 

A word on the pro-democracy move¬ 
ment launched in February 1990 and the 
repression unleashed to suppress it. Both 
in India and the world outside, the move¬ 
ment elicited widespread sympathy and 
support. Not unexpectedly, the king had 
sought an assurance of Chinese backing as 
be manoeuvred to a head-on collision with 
the massive opposition to his partyless 
panchayati raj regime. Sadly for him, 
Beijing’s sympathies remainedjn'oforma; 
in the light of the fallout from its own 
holocaust at Tiananmen Square(June 1889) 
there could possibly have been no mean¬ 
ingful support to contain the upheaval in 
Kathmandu. 

i'he interim government installed in 
Apri11990, after the Maharaja’s surrender 
to pro-dcmcKracy forces, was not unre¬ 
sponsive to Indian sensibilities. Nor was 
New Delhi for that matter wanting in 
reciprocity. Briefly, in less than four 
weeks—and on the eve of bis visit to New 
Delhi—the newprime minister announced 
a postponement, and later cancellation, of 
the final consignment of Chinese muni¬ 
tions. A bare 10 per cent of the total 
purchase, it was slated for delivery in May 
1990. 

New Delhi for its part had clearly under¬ 
lined that it was “not against” China 
anyone else; only that it claimed a modicum 
of sensitivity to its security requirements. 

As it was, India’s mounting concern with a 
whole range of Chinese activities—road¬ 
building, exchanges between military es¬ 
tablishments, participation in sensitive de¬ 
velopment projects—bad been ignored. 
Kathiliandu backtracked only when 
Beijing’s inability to act as an effective 
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counterweight stood starkly exposed. For 
fwhen push came to shove, the Chinese 
ydiscovered that they were unable to do 
:)nuch. An additional factor that must have 
(Weighted heavily in thetr calculations has 
ibeen briefly alluded to, the Tiananmen 
Squire massacre. For in its wake relations 
with the west deteriorated fast Besides, 
(Beijing bad by now (1988-89) begun to 
■jmend its fences with New Delhi and, in the 
»event, could hardly risk trouble. 

I India was not remiss in responding gen- 
icroualy to friendly overtures. For during 
:the Nepalese prime minister Koirala's visit 
((December 1991), New Delhi yielded to 
(his pressure to de-link trade from transit, 
tin the event, two, notone, separate treaties 
(Wereconcluded.Inreturn, Kathmandu has 
(adopted a more positive attitude in shar¬ 
ing water resources, promised not to buy 
(arms from (Zhina and endorsed New Dc Ihi ’ s 
(Position on a nuclear weapons free zone in 
(South Asia. Hopefully, S AARC should no 
4onger be a forum for small countries to 
(gang.up against India, 
i The Indian prime minister Narasimha 
iRao's return visit to Kathmandu (October 
1992) served only to reinforce New Deih i ’ s 
iCriendly stance: simplification of the 
isystem for export of goods to India; 
Increase in standby credit; liberalised 
gmdelines for investment and co-opera¬ 
tion in the Held of water resources; an 
lagreement on the modernisation of the 
Nepalese army. 

Earlier, a goodwill visit of prime minis- 
jtcr Kcrfrala to Beijing (March 1992) would 
(appear to confirm the shift in his country' s 
p^icy. Overtly at any rate, (he Chinese 
liave taken no umbrage on Kathmandu's 
closer ties with New Delhi, lire fact that 
India finds no mention, even by implica¬ 
tion, in the joint communique at the end of 
the visit would, at its minimal, suggest an 
•ceeptance of the new turn in India-Nepal 
(clatioDs. If at all, Beijing’s over-riding 
concern—as during Li Peng ’ $ visit to New 
Delhi (December 1991)—would appear to 
be a hyper-sensitivity on Tibet." 

\ One last word. Earlier diatribes against 
New Delhi's so-called ’’tunnel vision of 
gecurity in the north” and Kathmandu’s 
insistencethat "economic issues must be 
It^arated from issues raised by Nepal’s 
geostrategic situation and Indian security 
•ensitivities"Or, its more recent formu¬ 
lation that bilateral relations * ‘deserve to 
be reviewed” and an Indian "initiative” 
could alone * ‘set a positive tone fur better’ ’ 
ties in the future," need to be viewed 
against the backdrop of bow the relation¬ 
ship evolved over a century and a half of 
the Raj. Here too Olaf Caroe’s ’Note’ of 
1940 comes handy. While recalling the 
|*oid spirit of active co-operation” that 
«bra«^ economic as no doubt political 
pelations, it underlined that ‘‘tlie indepen¬ 


dence of Nepal,if ever threatened, is a 
vital British interest”. ‘Tunnel vision, or 
otherwise, one half wonders if today, a 
little over half a century later, the earlier 
perspective or perception holds and is 
valid for the Raj’s political legatees. Or 
has New Delhi’s ‘vital interest’ ceased to 
less vital or even less relevant? 
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Economics and the Indian Diaspora 

Binod Khadria 

Migration, Remittancas and Capital Flows: The Indian Experience by Deepak 
Nayyar; Oxford University Press, Delhi, 1994; pp x + 134, Rs 220. 


THIS new book by Deepak Nayyar is a 
refreshing break in the area of international 
migration. It focuses on workforce migra¬ 
tion from India in the latter half of this 
century, building up a comprehensive pro- 
nieof migration both of 'workers' to theoil- 
rich ‘Mi^le East’ (i e, west Asia) and of 
‘professionals' to the capital-rich industriali¬ 
sed countries of the west, mainly U K, Canada 
and the US. The book is remarkably insight¬ 
ful in its macro-economic analysis of the 
flow of Hnancial resources which have been 
categorised as remittances (to families 
through banking channels) originating 
mainly from west Asia and capital flows (in 
the form of non-resident bank deposits in 
India) originating mainly from the 
industrialised west. Nayyar's study would 
be a valuable acquisition for researchers as 
well as policy-makers because of the topi¬ 
cality of not merely the west-based NRl 
into-est in India but also the revived interest 
of the roi (i e, person or people of Indian 
origin) now living (and, in sopie cases, even 
ruling) in erstwhile colonies of tiie imperial 
era, e g, as reflected through the recent visit 
of the president of Guyana, Cbedi lagan, 
who himself would fall irf that category. 

Nayyar’s presentation is neatly divided 
intosix logically well-demarcated chapters: 
The Approach, Migration Flows, hinancial 
Flows, Macro-Economic Impact, Policies 
and Problems, andSomcConclusions. Hav¬ 
ing set the framework of discussion in chap- 
to' 1 the autbm-. has tried to sketch a data 
profile of international migration from In¬ 
dia in chapters 2 and 3. It is implied that 
such a profile has not been available so far. 
While the implication is probably valid in 
the case of financial How dula, many might 
question the proposition in the case of data 
about migration flows. Hut even so, what 
must certainly be granted is that it is nearly 
impossible to find a comparable compila¬ 
tion of data for UK, Canada and the US for 
recent years at one place and Nayyar’s b<x>k 
supplies this need excellently till 1990-91. 
Of course, the author’s credit is partly un¬ 
dermined, so to say, by the long gestation 
periods that characterise the butput of all 
good publishing bouses in India; otherwise 
the laurels would have been all his 

Chapter 4, the core of the book, provides 
the macro-economic implications and con¬ 
sequences of the two flows—migration and 
Enancial—respectively in terms of die im¬ 
pact on output and employment on the one 
hand and on savings and investment on the 
other. In this chapter the overall impact on 
the balance of payments has been analysed 
in depth. C3iaptcr S deals separately with 


policies of labour export, remittances and 
capital flows. Finally, chapter 6, concludes 
the book with a summary and a number of 
prescriptions for what the author calls 
' ‘maximisation and tlic socialisation of ben¬ 
efits" (of migration) for economic develop¬ 
ment as contrasted to privatisation of ben¬ 
efits and socialisation of co^ts (of higher 
education) through migration On the whole, 
Nayyar's woric is rich in terms of analysis as 
well as explanations. Some of his prescrip¬ 
tions, e g, like the setting up of a public 
sector emporation for short-duration labour 
exports (mainly to west Asia) to give com¬ 
petition to small unscrupulous private re¬ 
cruitment rirms, or to phase out as quickly as 
possible the excessively expensive and at 
the same time unsecured dependence on 
NRIdeposits for foreign exchange, etc—for 
the purpose of achieving the ultimate objec¬ 
tive of 'socialisation of benefits’—deserve 
immediate attention of the policy-makers. 

From a researcher’s point of view, how¬ 
ever, a few minor omissions and 
generalisations in the book wcxild be no¬ 
ticed, and these could have been avoided 
For example, in chaptcr2 the analysis misses 
out on the nuances of temporaiy migration 
to the U.S particularly (numbering at present 
in the range of 1 ,S(),(XX) persons per annum 
as compared to 30,000 in the pennanent 
category). While asserting that migration to 
the industrialised countries is made up al¬ 
most entirely of pennanent migration insofar 
as the proportion of emigrants who re¬ 
turn to India after a limited period Is almost 
negligible, the author could have specified 
that non-return is significant only in some 
categories, Jike students, temporary work¬ 
ers and trainees—tlic human-capital-en¬ 
dowed categories—but not all. In other cat¬ 
egories, c g, exchange visitors or businc.s.s 
visitors, he could have clarified that the 
phenomenon is numerically stable or per¬ 
manent in the .sense that the total numbers do 
not go down even if tiie actual persons 
involved change, 'lliese numbers naturally 
generate corresponding figures ul remit¬ 
tances andcapital Hows to India. Sometimes 
these remittances from temperary migrants 
are Urge because the families arc in India. 

Similarly, from the socio-economic point 
of view, Nayyar’s proposition tliat a large 
pro|x>rtion of professionals, technical and 
qualified migrants would be at the upperend 
of tlie spectrum of incomes in India even 
before emigration perhaps needs to be qual i- 
fied: 'llicy are relatively more from the 
upper end of the income groups when com¬ 
pared with those migrating to west Asia; 
otherwise they arc more likely to have come 
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from the middle spectrum of India's ove^ J 
income distribution and there too toow 
on the lower side of the middle epeebUBh;! 
What is of greater significance is that man^ 
such migrants have successfully lifted 
respective families back in hidia fiom the' 
clutcbesof deprivation oncetbeywcretheai:! [ 
selves well-settled in the west; and tbea bgf 1 
the time members of such a family migratatl -1 
to join them later, the family looked Ukp * 
'belonging' to the upper end of the spechm 
of incomes. In this context, the autlm 001 ^ a 
have rather highlighted the irony of the fact' 
that these migrants do largely belong to dtt,. 
upper-strata of degree-holders in Indian i«i,' 
of the human capital distribution—whiph 
does not show a strong correlation with ite >! 
distribution of personal or family incoinea 
(or wealth) in India. In fact this is onemicfO- ■ 
economic cause of brain drain fiom India. .* 
The author’s presumption that there il '< 
"no information whateveronprofetsiomds) *' 
such as engineers, doctors, architects, de« > 
sign engineers, bankers, teachers, chaitored || 
accountants, lawyers or management ex* J 
ecutives” in west Asia (p 29) is also not 
wholly accurate for all categories. Whereas i| 
for some categories of independent profes* .1 
sions like for chartered accountants, law* ij 
yers or management executives the num* 
ben, themselves are negligibly small, infor* 
million on doctors, engineers, architecta, . 
etc, is availableformigrantsfromparticular |! 
Indian states like Kerala. Moreover, in the ’ 
ca.se of Kerala particularly, even the author's 
other as.scrtion about information being non¬ 
existent on return migration from tlie west 
Asia (p 33) i.s not well founded. It is only an 
unfcvlunate lack of interest of economists in 
general in India in international migration 
that probably explains why, apart from some 
other studies on migration, the published 
results of an important survey on migrants 
reluming from the Arab world to Kerala—the 
stale which sends half of total Indian mi¬ 
grants to west Asia—have remained largely 
unnoticed. Nayyar alone obviously cannot 
be blamed fur such omissions. In fact, the 
author shows impi icit awareness of lbe|xob- 
1cm when he says, “The phenomenon of 
international labour migration has rccrived 
far mure attention from historians and soci¬ 
ologists than from the economists in the 
Indian context. Ihe literature on the subject, 
in the splicre of economics, is limited in 
scope and narrow in focus" (p 3). 

Keeping all this in mind, Nayyar should 
feel amply rewarded if the minor lacunae 
here and there of the study provoke some 
Indian economists sufficiently to look at the 
literature again. 1 his apu*!, his effort would 
be doubly rewarded if other social 
scientists—historians and sociologists in 
turn—start to pick up some new facets of 
their intcre.st in the overall macro perspec¬ 
tive tliat this book helps so successfully to 
build. 1 hat would certainly further the cause 
of serious multi-disciplinary research in 
international migration. 
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Notions of Justice 

S PSatlie 

' Law, Power and Justice by Vasudha Dhagamwar; Sage Publications, New 
. Delhi, 1992; Rs 150, pp 392. 


I DHAQAMWAR’s book recreates the en- 
y viiDfunent of the early colonial period and 
, the efforts of the colonial government to 
j stabilise iu rule over India. She gives a 
{graphic description of how utilitarians Uke 
f James Mill and Macaulay who accepted 
; adult franchise in principle were oppos- 
fOd to a representative government for 
India; how they opposed colonisation in 
I principle but justified Company rule in 
, India. Mill was in favour of universal 
, adult male suffrage (for men above 40) 
, and against votes for women; on the other 
«hand, Macaulay favoured votes for 
I women but was against universal adult 
male suffrage (p 47). He favoured 
' property qualifleations. The author brings 
■ out the contradictions in the men who 
{made law for British India during the 
; initial years of colonial rule. This book on 
legal history is unlike other books on this 
(Subject by Indian authors. Instead of 
I giving a chronology of ev^ts or of the 
Oouernors-General, it lays bare; very subt- 
, ly; the interaction between the Enjdish law- 
I makers and the Indian society and the 
(English peoplefs perception of India. 
^What was good for England was not 
X necessarily considered good for India and 
I vice versa. Dhagamwar’s book tells the 
' story of how law was made essentially to 
I subserve power resulting in the denial of 
I justice to the disadvantaged Indians such 
I as the slaves, the lower castes and the 
women. | 

While ^the book very competently 
catches the ethos of colonial law-making 
'and the perceptions which the law-makers 
i had of India and the Indians, it does not 
I deal with how Indians perceived the new 
law and the system. Colonial rule had 
(doubtless provided space for social 
t idbnners who welcomed legal interven- 
Itions for fafinging about social change. 
IThese social reformers were opposed by 
Ithe status quoists and a healed debate on 
)Um role of law. and particularly colonial 
flaw; vit^vis the Indian tradition was 
Igenemted. The debates on the Consent 
^BillasweU as on Rakhamabai’s litigation 
I ait well known examples. The value of the 
fbook would have bera enhanced if these 
Inspects also had been covered. However, 
y this omission does not reduce the research 
'value of the book. What the author 
I succeeds in doing is to project very arti- 
jculately the attitudes reflecting the class 
( and gender bias of the law-itwkers and the 
judges. She does this through an analysis 
of the writings in two leading English 
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periodicals, namely; the Edinburgh 
Review and the Westminster Review and 
the judicial decisions of tire early 20s and 
the 30s. She brings out that the patriar¬ 
chal bias of the judges is to be seen not 
only in the judicial decisions of the 30s 
but also of the 70s. The Indian judges 
who still oitertain the Blackstonian model 
of judicial neutrality would vehemently 
oppose any suggestion to be gender sen¬ 
sitive. They would say that they are not 
goider-biased and decide strictly accor¬ 
ding to the law. But the decisions given 
here clearly show how decisions ‘accor¬ 
ding to the law’ could be gender- and 
class-biased. The author examines 
generally the attitudes of the judges as 
well as the law-makers towards women 
They expect tape victims to fight physical¬ 
ly against their assailants and. 
simultaneously also remember each little 
detail of the act of rape. If the victim 
cannot evidence marks of physical injury 
resulting from resistance, she is dis¬ 
believed and if she wavers from her 
initial statement “even by a hair’s 
breadth’’ (p 251) her testimony is 
discredited. 


The book also deals with legal eflSarts 
to abolish slavery. The gender aspect of 
slavery has been very wdl brmiiJit out. 
The author shows how women are sold. 
The instances from Owalior and analysis 
of dAorischa documents show bow the law 
in action varies from the normative law. 
The courts as well as the bureaucrats have 
taken a complacent attitude and termed 
these as matters of choice: This chapter 
draws exclusively upon a Marathi bwk 
written by leftist activist Cksdavari 
Iteulekar Jenva Manus Jaga Hoto. In 
another chapter she analyses the 
experience regarding the dacoits in 
Chambal based on a book by her mother 
and famous Marathi writer-aedvist Oeela 
Sana Here the author telb us how the 
higher castes, offended by the policy of 
egalitarianism, took to dacoity and how 
they were perceived as being le^timate not 
only by the people of their class but also 
by those who were to benefit by their 
marginalisation. One gets extremely 
enriching insights into the interaction of 
power, law and partisan notions of justiob 

This book had already received recogni¬ 
tion in academic circles in its Erst edition. 
The present edition is an improvement in 
content as well as in production. It vrould 
be of great use to all those who are 
interested in studring the interaction 
between law and society and particularly 
on the use of law as an instrument of 
social change. 
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Bonded by Blood: Matrilateral Kin 
in Ikmil Kinship 

Karin Kapadia 

* il 

The steady fall in status of women in upwardly mobile groups in rural Tamil Nadu and growing anti-female bleu} 

in such ‘progressive’ groups that are benefiting from rural development, is closely linked to the change in marriagt^ 
system, within these groups, from bride-price to dowry, which in turn has greatly weakened the importance oftHt\\ 
matrilateral affinal kin in Tamil kinship. It is the matrilateral kin who to a large degree guaranteed a woman's security j 
and welfare and that their marginalisation is a major reason why women in upwardly mobile groups are increasingly at riiki : 


McGILVRAY, writing about matriiineal, 
non-l»rahmin Tamils in liatticaloa in Sri 
Lanka, observes that tliese liatticaloa Tamils 
are very different from south Indian Tamils 
because they have a matriiineal kinship 
system. He contrasts thcscmalrilincalTamils 
with “practically ail of Tamil Nadu in south 
India... (which) is patrilineal in emphasis, 
giving greater salience to brahminical or¬ 
thodoxy in ritual and belief” (1982b: 27). 
However, my data from Aruloor. a Tamil 
village in Tiruchi district in Tamil Nadu, 
suggests that McCiilvray is, in fact, mis¬ 
taken to assume that south Indian Tamils are 
entirely patrilineal in their kinship systems. 
On the contrary, my data is rcmaikably 
close to McGilvray's data in significant 
respects, suggesting that the importance of 
the matrilateral kin in Tamil kinship* has 
been greatly underestimated Tlie.se kin have 
been the traditional focus of non-bralimin 
Tamil kinship in Aiultair. I'urthcr, tradi¬ 
tionally affinc.s tended to be from the 
matrilateral side of the family, and this 
largely accounted for I be comparatively high 
status of non-brahmin Tamil wianen. 

Today, however, Tamil marriage ischaiig- 
ing quite radically fKapadia 19‘X).199.^1. 
Instead of the traditional emphasis on 
bridewealth marriage with close kin (in 
Aruloor particularly kin drawn from the 
matrilateral side), today the trend is in the 
direction of far less bridewealth marriage 
with close kin and far more ‘dowry’ mar¬ 
riage with 'strangers'. Tlic.se changes re¬ 
flect a far wider trend that is occurring all 
over south India [e g, Rao 1993, for siaitli/ 
central India]. I suggest that they arc also 
conclated with a disturbing incidence of 
anti-female bias observed in upwardly mo¬ 
bile rural groups (llcycr 1992], because it is 
precisely in such groups that^dowry' mar¬ 
riage has been most readily adopted. 

Today in Tamil Nadu these changes are 
seriously undermining women’s traditional 
status. 1 argue here that this is to a large part 
because ‘dowry’ marriage ignores, or, at the 
very least, devalues the tr^itional affinal 
linkwitbawoman’s matrilateral kin. Anon- 
brahmin Tamil woman’s matrilateral kin, 
especially her brothers, guaranteed her se¬ 


curity and her status. ‘Dowry’ marriage is 
the exact reverse of the traditional form of 
marriage which was bridewealth (or 
brideprice) marriage. Here parents received 
a transfer of capital/rom the groom's family 
for giving them their daughter. Today, how¬ 
ever, ‘dowry’ means that the flow of capital 
is in the opposite direction,/ro»i the bride's 
family to the gnxim’s [Kapadia 1993 and 
furthcoming a|. The result, in Aruloor, is 
that a number of families are complaining, 
for the first time, that their daughters arc 
financial liabilities. 

It is because ‘dowry’ marriage is seen as 
high status marriage that it is being widely 
adopted by upwardly mobile groups. It is 
thus directly related to the increasing eco¬ 
nomic dijfereniialion that is occurring within 
endogamous laste groups. Yet, as the fol¬ 
lowing account shows, a married woman’s 
matrilateral kin arc traditionally held in 
high esteem, and her brothers—the 
‘maman’—are still very import.mt. In this 
article I fixus on discourses surrounding the 
traditional role of tlic mother's brother and 
the matrilateral kin. 1‘hese discourses rcve.''l 
Ihedegrcc to which the security and status of 
married women depended on the support of 
their matrilatend kin and they provide a 
partial answer to the important question of 
why anti-female bias is increasing in Tamil 
Nadu today. 

In this article, I focus on the kinship ideas 
of four non-brahmin castes and two brahmin 
castes in Aruloor, a village in Tiruchi dis¬ 
trict in Tamil Nadu. The four non-brahmin 
castes are: the ‘untouchable’ pallars, the 
upwardly mobile agriculturist mutburajahs, 
the ‘untouchable’ Roman Catholicparaiyars 
(popularly called ‘Christian paraiyars’ or 
‘(T*s’) and the wealthy vcllan clicttiars. Ihe 
pallars are impoverished landless lalxmrers. 
Tlic muthurajahs arc a striking example of 
an upwardly mobile group and are becom¬ 
ing economically differentiated with sev¬ 
eral families moving into salaried semi- 
urban jobs. The Christian paraiyars are fall¬ 
ing back economically—they blame this on 
the loss of Church patronage. '1 he chettiars 
are the richest landowners in Aruloor—they 
provide Ihcrolemodcl for other non-brahmin 


castes in the vill age. I'be two brahmin cast 
are the Telugu brahmins and the Tam'j 
brahmins. There is still a general correlatic I 
between caste and class in Aruloor thoug t 
this is slowly changing. /; 

MATRILAThRAL KlN AND PaTHUNBAL KIM' \ 

In the following analysis, instead of fo|' 
lowdng the convention of assuming a mat! 
ego in the discussion of marriage prefal j 
enccs, I assume a female ego. I have doi|| 
this nut in order to make a feminist point btr] 
because this was the perspective of 
informants. I'hcy were primarily interester'i 
in whom a girl ought to marry. Their ati: 
sumption was that marriage was far mor«'; 
important for a young woman than it was foi I 
a young man As Shciyl Daliel points out ‘ ‘d! 
woman, traditionally, can have respect only* 
as a wife . marriage is not a necessatyf 
precondition for respectability for a man 
it IS for a woman” [1980: 67; cmirfvui!'| 
added). Thus the question of the identity <rfi' 
the bridcgnxim was the central question. i| 
Did he belong to the kin on tbcmothcr’ssidci] 
or the father’s side?—this was the crucial; 
question. To ask such question is to adopt.) 
tlic per.s{iecttvc of a female ego—and ip l 
doing this my informants, far from showing ' 
feminist tendencies, were, on the contrary, 
being true to tlicir culture in giving central 
importance to the identity of the significant 
male. In the followingdi.scussion I therefore 
use the term ‘matrilateral' as they did, in 
order to denote a female ego’s marriage 
preference for a groom from the mother’s i,' 
side (mother's younger brother (MyB) or 
molhci ’ s bmlhcr’ s son (MRS)) and I use the 
term ‘patrilateral’ to denote the marriage 
choice of a groom from the father’s side 
(father’s sister’s son). 

For most i iiforman ts the choice of a groom 
from the gill's mother’s side (the young 
woman ’ s real or classificatory MyB or MBS) 
was a choice that valoriseil relations with 
the matrilateral kin and strengthened the 
position and status of tlie girl’s mother. A 
choice of groom from the young woman's 
fatlu r’s side (her real nr classincatory F'ZS) 
was, similarly, seen as achoice that strength¬ 
ened her father’s antlmrity. This was explic- 
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Economic and Political Wmkly April 9. 1994 


^tated by the Telugu brahmins of Aruloor, 
K>, like the Tamil brahmins, favoured 
, _cba‘patrilaterar preference. These Telugu 
;! |abmins expressed disapproval of the wide- 
I'! ‘read non-brahniin Tamil preference for a 
' i man's marriage with her MyB or her 
/' 'BS because they saw tins as weakening 
& authority of the patiilineagc. 

.f because the four major non-lvahmin 
'j '‘ales of Aruh >or all had a stated preferenc e 
' % grooms from the bride’s mother’s side, 
•I 'Wu the matrilateral affinal kin who occu- 
wlcentrestage in kinship in Aruloor. Fur* 
yr, because they were the most preferred 
‘fSnes, they dominatcrl all life-cycle rituals 
'Vl gave the most significant and expensive 
. .-estations (ritual gilts) at these events. It 
^aa their role as gift -givers par excellence 
'•tcaused them to be so often described as 
<te ‘most important’ relatives, 'litis flattcr- 
‘ i-'g phrase was used repeatedly by infer- 
<aiitsfrom all non-brahmincastes todisfin- 
ridah marriageable matrilateral kin from 
iepatriltneage(the ‘pankali’). It is sinking 
Ueven though inheritance rights and caste 
'rCntity were traasmitted in the male line 
ihiough the patiilineagc), it was the affinal 
ttatrilatenl kin who were spoken of more 
,‘lco. This viewof the importanceof affines 
thrives from both the salience of marriage 
nd life-cycle preslations and (as we will sec) 
tom the strong mural pc-sponsibilily that rests 
jith affines, especially themothcr’s Ivulhcr. 

' A Dumont’s perceptive article ‘Ilicrarchy 
j)d Marriage Alliance in South Indian Kin- 
^p’ first published in 1957, gives some 
fldication of why such importance sliould 
given to affines. He said* “Ihe most 
jpnspicuous feature of alliance.. consists in 
: sncfflonial gifts and functions... ceremo- 
^al gifts are essentially aftlnal...” ([1957] 
j983: 79). Further, "this chain of gifts., is 
'pc most important feature of marriage ccr- 
imoiiie.s’ ’ ([ 1957| 1983.80). He emphasised 
flat "the ajfrnal nature of the giving rela- 
^nship is demonstrated by the fact that 
^ost all givers arc only in-laws” ([1957J 
|983; 94; emphasis added). He concluded 
|iat alliance was ‘ ‘opposed to kin ’ (‘kin’ or 
jcscent groups being opposed to ‘alliance’ 
r affinal relatives) Ixit that, finally, it was 
the principle of alliance” that wa.s “the 
|Undamental principle of south Indian kin- 
&p” ({1957J1983:103). 

I In short, the institution of marriage was 
cntral to the distinctive structure of 
5Dravidian’ kinship; repeated marriage with 
l^loac kin is what 'famil kinship is about, 
ybercforc, in Aruloor it was said that ‘mar- 
^geablc kin’—‘kalyana murai’—were 
^ore important’ in everyday life than iin- 
*iigekin (pankali). Die simple fact was that 
^ifie got mote from them than from patrilineal 
* 3 n and for this reason one was more in- 
I'olved with them. Iherc was a strong eco¬ 
nomic reason for the greater affeetion that 
(me had for one's affinal kin. 

However, there were also differen- 
I—though perhaps not fundamental 


ones—between the Kallar system that 
Dumont focused on and Tamil kinship in 
Aruloor. Kallar kinship united through ’al¬ 
liance’ clearly distinguished patrilineages, 
lineage identity being an important part of 
the Kallar person. Rut in Aruloor, with the 
non-brahmin castes the discursive stress 
was instead on the unity of the entire kindred 
and on the impcvtance of ‘sondam’ or ‘rela¬ 
tionship’ (or ‘kinship’). In both Kallar and 
Aruloor discourses close cross-kin marriage 
was seen as reproducing the existing links 
of ‘sondam’. But with Aniloor’s non- 
brabmin Tamil castes the principle of de¬ 
scent was very weak. This weak stress on the 
male patrilincage—wh<j controlled most 
wealth—was balanced by a strong emphasis 
on the affinal (matrilateral) kin who were 
characterised as the source of emotional and 
material supprxt. So, as in Dumont’s kinship 
paradigm, in AruKxir loo Uic traditional non- 
brahmin kin.ship system was essentially bilat¬ 
eral in emphasis—but with a stronger stress 
on the matrilateral kin than Dumont’s m<xlcl. 

MoI!11-R’s HKOmBK AND GlFl-GlVINd 

Ihe non-brahmin castes of Arul(x>r, in 
contrast to the brahmina, give the ‘lay 
maman’ the mother’s eldest brother, the 
pre-eminent role in their kinship system, 
ihe MB represents the nal.al family of his 
sister (especially hcrparenls) at ritual events 
but he also has grc<-it importance in his own 
right, 'ihis is for three reasons. 

Ihe first is his right to claim in marriage, 
eitlier for himself orhi.s sons, his ZI7s (only 
hiseZDs in liisowncasc, but any ZDs for his 
.sons) Good points out that the marriage of 
girls with their m«>llicr’s younger brothers 
was a compivatively widespread custom 
(1980,1991 ).’lhiscustomaiyright (‘urimai’) 
traditionally afforded great influence to Mil 
(and MBS) fur if he did not claim them 
himself, he had a large say in deciding. 
Jointly with the girls’ parents, to whi>ni they 
were to be given in maniage. So motlicr’s 
brother’s influence in the matter of his ZD’s 
marriage had been important, thimgh (in 
1988) it was*waning. It is through his urim-ai 
(customary right to marriage) that he can be 
described as ‘inheriting’ brides. 

'llie second reason for MB’s importance 
in Arulot>r was derivative—it derived from 
the comparatively higher position of women 
in traditional non-brahmin culture than in 
traditional brahmin culture. Women 
were—and toa largeextent, still arc—highly 
valued in non-brahmin culture both as the 
pnxiucers of children and for their role as 
active participants in agricultural labour 
(Imtli waged and unwaged). Tlius, through 
his marriage claims, MB shared in the con¬ 
trol of not only the fertility of his ZDs but 
also, in Ihe Tamil lower castes, the bestowal 
of tlieir labour. It is true that especially in the 
lower castes women are generally indepen¬ 
dent earners who are to some degree eco¬ 
nomically independent of their husbands 
(Mcnefaer 1988]. However, even in iltese 


lower castes (such as (be ‘untouchabto*' 
pallars), both a woman’s labour and her 
earnings arc often seen as the ‘property’ of 
her husband [sec Kapadia 1992]. 

The third reason is the effective link be¬ 
tween mother’s brother and hia aialer, and 
between him and his sister’schildMa. As the 
following discussion will show, MB it be¬ 
lieved to have immense affcctkii (‘pwaoi’) 
for bis sister’s children. It is also widely 
believed that the link between b rotber i and 
sisters is exceptionally close and, signifi¬ 
cantly, endures throughout life, even after a 
sister's marriage. Margaret Trawick has 
discussed Ihe remarkable intensity of brother- 
sister relationships more suggestively than 
anyone else. She rightly says: "ln,mo8t of 
Tamil Nadu... (he brother-sister tie is nei¬ 
ther clearly severed at marriage, nor is its 
emotional priority over other tics translated 
into social priority. The blood~bemd remains, 
and is affectively the strongest bond..." 
(1990: 179). 

The rights of the mother's brothers were 
carefully balanced witli responsibilities, 
'fhey had tlic obligation to {novide assis¬ 
tance to tlieir sisters’ husbands, whenaver 
needed, and to pnivide important, expcc* 
sive presentations at the life-cycle Ihia of 
Ihcirsistcrs’ children, both female and male 
Tlicy bad to be present on these occasiems 
and to give ‘gifts’, particularly at the grand 
puberty rites of their ZDs. In this traditional 
context, MB’s gifts wcrequintesscntial non- 
bralimin gifts for they reflected the non- 
brahmin stress on reciprocity. Reciprocity 
was the dominant ideal of non-brahmin 
kinship: for everything given tlierc was an 
equal or a greater return made. From this 
point of view MB’s gifts were investments, 
made with the view of asserting and 
legitimising his claim to his ZDs. A MB 
who had not given ritual prcstalions and 
who had neglected his sister’s children was 
not allowed to claim a ZD in marriage for his 
.son or for him.self: bis neglect of his obliga¬ 
tion (to provide gifts) resulted in his claims 
(and those of his sons) becoming invalid. 
11ius in AruUxir a clear quidpro existed: 
MBs earned their right to ‘inherit* their 2Ds. 

A poor MB had to be provided with ’bis’ 
gifts by his sister and her husband. Rachel, 
a young woman of Giristian paraiyar caste, 
stated: ‘ ‘If the maman is very poor, then the 
girl’s parents miglit provide all the gifts 
necessary and only ask him to come to 
fcs'mally ‘give’ them”. Malarkodi, aperoep- 
tive young woman of mutburajali caste gave 
the example of her FeB’sdaughter’s child’s 
car-picrcing; ’ ’Periappa’s (FeB’s) family are 
very poor and so their married 
daughter—whose husband owns a ’hotel’ 
(cafeteria) in Jeyankondam—bought all the 
jewellery for the ear-picremg of her daugh¬ 
ter (aged seven) and her son (aged five). Her 
younger brotlier (their MB), merely ‘gave’ 
it. This was known to everyone here—but in 
Jeyankondam they thought the younger 
brotlier had paid for it all!" Tliis is what (he 
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chiltfccn’cpaivntsWDuldhave wanted people 
to think, because a poor maman brings 
discredit, while a rich maman brings Itonour. 
However, poormaman were also being sum¬ 
marily left out of themost important kinship 
event, namely, marriage—altogether. Htcrc 
was an increasing trend in AruKxtr for 
wealthy parents to give their daughters in 
marriage to rich 'strangers' (non-kin of the 
same endogamous group) instead of giving 
them to the MyBs who had the traditional 
right (urimai) to marry them. 'Fliis had hap¬ 
pened in Middle Street, whcic Devaki, a 
Lingayat womaA, from an upwaidly mobile 
family, married her beautiful daughter to a 
wealthy bank officer, rather than to her 
younger brother, who was an imixtvcnshcd 
farmer. Everybody in her street had noted 
this, but nobody explicitly criticised 
it—because the times were changing 
IKapadia 1993]. 

An important aspect of MB’s gifts is the 
fact that they are widely seen us constituting 
bis sister’s share of parental property. 'Ihese 
presentations, known as 'sir*. are presented by 
MB at all the life-cycic rites of hts sister's 
children Tliis aspect of MB’s gifts is im¬ 
plied by the term used for MB's gifts: they 
are termed sir which is the 1 amil corruption 
of the .Sanskrit 'stri'. Tins in turn is an 
abbreviation of 'stri dhanam' which means 
‘woman’s wealth’ In Tamil this takes the 
form ‘stiridanam’ or, more usually its cor¬ 
ruption ‘sidanam’. Sidanam (or .sir) is gen¬ 
erally understood to mean the pre-mortem 
inheritance of a woman 

This is also how ‘dowry’ is undcisUnxi m 
north India, .Shanna states, but she argues, 
entirely convincingly, that this undci stand¬ 
ing is an ideological misrcpicscntation of 
reality because brides Ibenisclves do not 
gain any control of this dowry that is sup¬ 
posedly theirs (1984). However, non- 
braiimin women in AruhHii did sccni to 
view sir as their share of (vucntal property 
and so they became vciy indignant when 
their brothers did not pwvidc sir, as they 
sawil aslhcirriglu. TliusMB’s 'gifl.s' tolii.s 
sister’s children were perceived as the right 
ful share of pre-mortem inheritance of his 
sister. From this pers|)cctivc sir constituted 
an obligatory gift, and the MB who did not 
provide it was reneging on an unwiittcn 
contract. Dumont provides evidence for this 
view; he notes: "If ceremonial gifts arc 
essentially affinal and if they arc im|x>rtan(. 
it should follow that, in societies with male 
predominance, property is transmiited/rom 
one generation to the ne xt under two 
by inheritance in the male line, and also hy 
gifts to in-laws... Tliis is precisely what 
happens... daughters have no fiSrmal share 
in Aeir father’s property, but they are en¬ 
titled to maintenance and to tlie expenses 
necessary for their marriage and establish¬ 
ment... This double transmission of prop¬ 
erty confirms the opposition between kin 
and alltancp" ([1957] 1983:79-80; empha¬ 
sis added). 


I asked Paul, the influential Christian 
paraiyar municipal council member ftom St 
Xavier's Church street, if the sir given by 
MB really added up to an equal share in the 
property the brothers had inherited, as men 
liked (oclaim. He replied: "Yes, it does—the 
maman gives sir from the birth of the sister's 
children until the marriage of each 
child—and right until the death of the sister. 
So this sir usually adds up to more than the 
woman’sshare in piupeity wxiuld have been. 
But men were becoming lax—reluctant to 
give sir to their sisters—so Indira Ciandhi 
amma brought in a law \riiich stated that 
from now on women have an equal share in 
inheritance. No, nobcxly actually gives any 
property to the girls. That hasn’t happened. 
But because of this new law. men have got 
a fright and now they give their prestutions 
much more carefully. Tliey'rc afraid that 
their sisters might take them to court. If (hey 
do give tlic sir pi'opcrly then everyone is 
satisfied—and the sister, being happy that 
her brothers are giving her generous sir, 
docs not wish to quarrel with them, by 
demanding her right in property”. Despite 
Paul’s initial claim, however, his further 
words make it clear that women do not 
receive the equivalent of what their brothers 
inherit in landed property. If they did, broth¬ 
ers would have no reason to be ‘afraid’ of 
being taken to court. 

Most women refrained fnim making any 
claims to family property, but in the 
Muthurajah street the case of Tilakambal 
was well known, 'fliough in her SUs, the 
previous year (1987) she had sued her three 
bntthers. They had given no sir to her slnl- 
dren for many years. Tilakamlvti and her 
husband Riunasami (a retired railway clcik 
in his midbOs) were among the lew wealthy 
Muthurajahs in the stK-et and had a house in 
Tiruchi city. Urbanised and shicwd, they 
knew that the new' legislatiim gave them a 
very strong case. So when Tibikambal, u.s 
ing the new law, demanded her share of the 
family inhctilance, she won her case (though 
she may have got less than she had hoped 
for) and was awarded h.ilf an ,icrc i >f paddy- 
land. She and her husband now got an in¬ 
come of 20‘kahtm’ ofpaddyjtcrcnip llwas 
said by neighlxiurs that the rc.ison why 
Tilidcambal's three brothers h.id not given 
any sir Ut any of her children was liccausc < >f 
ill feelings between them and her huNband 
from the very start. Kamasami h.td the repu¬ 
tation of being an aggressive man who was 
always fighting court cases. 

Til^ambal's strategy was, then, not typi¬ 
cal of mudiurajab w i >men, but was regarded 
as quite exceptional by her neighbours. One 
of them said: “No sister would ever go to 
court if her brothers were giving sir to her 
children. She’d much prefer the giKxlwill of 
her brothers to having wealth but not having 
them to give it. Of what use is just wealth? 
A woman’s greatness lies in her having broth¬ 
ers who gis'c sir to her children—‘fame lies 
in maman giving sir in front of lOothcrs'' ' ’ 
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A Christian paraiyar man complained: 
“Whenever a woman comes to her nata] 
home she has to be given gifts IQ take bade 
to her husband’s!” This was true as far a$ 
women whose ‘mother's houses* were in 
other villages were concerned. They visited 
their parental homes perhaps once a month 
on average, and as Malarkodi put it, ‘ ‘Same- 
thing is always given; rice or (bomc-cookod) 
sweets—and sometimes new clothes.” But 
it was obviously not true of those women 
who were locally married and wiio visited 
their inotlicrs almost daily. Most pec^le 
.igrecd that the su* that married daughters 
received amounted to only a tiny part of 
what (heir brothers mberilcd. 

1 he obligatory nature of their gifts was as 
clear to the various MBs I spoke to, as it was 
to the sisters who awaited llieir prestations. 
In die wealthy chettiar caste, Devayanat 
Chett iar’ s younger brother Annamalai said: 
“Maman’s 'seyumurai' (traditionofdoing/ 
giving) is a matter of duly (‘kadamai’), not 
of mere desire Cishla') rv mere affection 
(‘pa.s.im ’). He has to do it—even if he has to 
take out loans to do it. And if be doesn't, 
he’ll Ik told off by others. I have to give to 
(he chililicn of Tievayanai and Jaitaki. So 
far, iKcausc our parents arc alive, (hey pay 
li>r the events, but 1 pci1«)rm the role.” This 
unsentimental, luu-J-headcd view of MB’s 
gifts iKing his IxiiinJcn duty, because ofhis 
inliciitance of parental property and his 
responsibility to as.sisi his married sisters, 
was widely shared in Aruloor. 

Women who had no brothers had a 
problem - ‘‘When Uxiking for a bride for 
their son, people will generally avoid a girl 
wh<ih.is nobrothcis.Bccau.se, wilhnobroth- 
eis, who will give sir to her children? She’ll 
have to always be chasing after ‘ciltappa’s* 
Son (I'yBS) and ‘periappa’s’ son (FeBS) to 
act as maman at 'necessary occasions’ (life- 
cysic tires). And the bridegroom too won’t 
Ik h.ippy alxvut getting such a girl, because 
she lias no brother logivc him the U'aditkmal 
'maccman'-iing (ting from the WB) On 
whose lap will the child sit at the ear- 
picixing'*—That's why girls who have no 
brothers aren’t popular marriage choices.’’ 
Tliis was said by a mulburajah woman, but 
it was a view shared by all non-brabmins. 

When I asked if only daughters were not 
mote attractive because they inherited all 
their parents’ wealth. 1 was told, by 
muthurajahs; ‘ 'NorMiccarcs forwcalth alone. 
F.veiyonc considers honour ('madbippu') 
much more important than wealth. Every¬ 
one knows that tlicre'll be problems with the 
maman-substitutes!” This bad certainly been 
true ill the case of Ambigai She was a 
remarkably beautiful, young married woman, 
the only daughter of a rich muthurajah fam¬ 
ily. I ler father owned two acres of farm land 
and also lent out money at interest. When 
her parents held the ear-piercing ritual of 
Ambigai’s little daughters, they asked 
AmbigaTs two FyB’s sons to act as maman 
and hold the two-year old and one-year-old 



I on their laps. But Ambigai’s classificatury 
: farotbets flatly refused tocome, saying. “You 
I didn’t invite us for bei wedding, so why 
I should we come now?” They had not been 
I Invited to Ambigai’s wedding due to an 
: earlier quarrel between Ambigai’s father 
i and their father over the division of (heir 
t inheritance between them (the classic 
i ’pankali’ quarrel between brothers). Adcl- 
I egation of several pe<.)ple went from the 
imuthurajah street to the FyB’s village to 
I plead with them and eventually the young 
I men were persuaded to come M<xs( persua- 
I tiveof all was tife promise that one of tlicsc 
I young FyB’s sons would certainly get half 
I of Ambigai's inheritance one day. T1iis was 
I because she had no brother to light the 
I funeral pyre of her father. I icr own son 
I could not light it because it had to he lit by 
I adescendant in the direct male line. Instead, 

I her father’s elder brother's son or his younger 
: brother’s son would light the pyic. And 
I whoever did so would get half tlie wealth of 
' the deceased man. This is one area in which 
the impcutancc of the patrilineal kin is 
stressed and consequently the matrilateral 
kin have to give way before patrilineal pro 
rogative. the result is a much smaller inher¬ 
itance for widows, their only daughters and 
their families. It is remarkable that this 
system has persisted among tlie muthurajahs, 
Christian paraiyais and pallars despite the 
importance of the matrilateral kin in these 
castes—and, not surprisingly, it was some¬ 
times (though exceptionally) challenged by 
a doughty lower-caste widow who h.'ul her 
daughter light her husband’s pyre rather 
than give away half (he family inherKance 
to a patrilineal kinsman, lliis had hap¬ 
pened recently among pallars in a nearby 
village. 

Among the chettiars, (lie same course was 
followed when substitute MBs were needed. 
PalaniChettiar, their ritual leader, had stated: 
“If there is nomaman, then only the classi- 
ficatory maman will be asked to give the 
gifts. Patrilineal kin cannnotgivethesegiBs.’’ 
But, of course, given tiiat it wasoften (among 
the chettiars as well) a woman's FBS who 
was chosen to play the role of MB, (his was 
a case of the classificatory maman also 
being a patrilineal kinsman. As Dumont 
rightly pointed out, this interesting clioice 
of a patrilineal kinsman’to ‘play’ an affine 
was "an example of how an individual rela¬ 
tionship is liable to a classificatory exten- 
Ision in agreement with the principle of 
descent’‘(f 1957] 1983:90). 

A classiflcalory MB was bound to pro¬ 
vide sir if he bad already been given a share 
of his classificatory sister’s parental 
property—for instance, for lighting the fu- 
noal pyre of his ‘sister's’ father. If this was 
not the case, he could not be expected to 
'provide any gifts unless he was indemnif ^ed 
in some other way. For this reason he was 
usually promised half the prtiperty that the 

ily daughter was to inherit. In some cases 

was made the heir to her parental home. 


This had happened in the Paltar street, 
when Kannamma’s husband died. 
Kannamma was elderly, with an only daugh¬ 
ter. Her HyB’s son had lit the pyre and had 
been duly promised half of Kannamma’s 
property when she died, the other half going 
to her daughter. But the ‘half promised to 
the young man was in fact far more than 
half, it was Kannamma’s home. Some of 
her neighbours thought she should leave the 
house to her daughter, but Kannamma re- 
fuseil. Her rationale was that in this way her 
daughter (who was of marriageable age) 
would be provided with a ‘brother’s home’ 
(that is, the parental home normally inher¬ 
ited by the brother) to come to in case of 
marital difficulties. By accepting this ar¬ 
rangement Kannamma’s hu.sband’s younger 
brother’s son (who was her daughter’.s clas¬ 
sificatory brother) both accepted the obli¬ 
gation to provide maman-sir for the even¬ 
tual children of Kannamma’s daughter, and 
the obligation to provide her mth a home in 
the event of a separation or divorce. 

Dumont notes that a MB must give pre¬ 
sents to his Z’s children and that these “are 
provided or compensated for by the fact that 
thesisterhad noformal share in the heritage, 
her share consisting precisely in such pre¬ 
sents” ([1957] 1983:90). So the property a 
woman alienates tohcrclassificatory brother 
(in order to persuade him to play Uic role «.)f 
MB) is that property which her putative 
brothers would have inherited, 'thus the 
notion of a property share is central to the 
obligation on MB to give gifts to his Z’s 
children. 

I lowcver, though the presentations of their 
brothers are regarded as women's tradi¬ 
tional share in parental property, these pre¬ 
sentations add up to far less than the value 
of the inheritance received by the brothers 
(on this point Sharma ($ quite right [ 1984)). 
This is hrcause inherited immoveable prop¬ 
erty has traditionally been seen as a male 
right. Most women in Aruloor accepted this, 
stating that they did not expect or even want 
an equal share in property with their broth¬ 
ers. What they wanted was some share; the 
small part that was theirs through sir. 'They 
added that they were anxious not to alienate 
their brothers because, above ail, they wanted 
MB’s goodwill and solicitous concern for 
their children in the future. 

Despite the willingncssof most womoi to 
allow their brothers to receive their tradi¬ 
tional inheritance without sharing it with 
them, a few women openly expressed doubts 
about these brothers. They were very few, 
but their dissenting voice said that MBs 
were not to be trusted. One of them was Siva 
(Sivagami, *Sivi' to her friends) my pallar 
fricqd and research assistant who lived in 
thel^ilarslreel She was young, educated to 
high-school level and city-bum and bred. 
She had come to Aruloor from Tinichi city 
at her marriage. She said: * ’Women usually 
try to have the car-piercing ritual of their 
children wdiilc tbeir parents are alive be¬ 


cause they don’t trust their brothers. After 
marriage their brothers will listen to their 
wives, who may dissuade (hem from giving 
sir.” She spoke from bitter experience—lier 
only brother, who was older than her, had 
never given her child any sir. This was 
because he bad bad a serious quarrel with his 
parents, when be married a Christian pallar 
woman in'Ilruchi. So in March 1988, when 
Siva was planning a grand ear-piercing cel¬ 
ebration for her young son, she and her 
husband were sure that her brother would 
refuse to participate, and thus deeply embar¬ 
rass them. In the event, a fine car-piereing 
was held, with many guests, in May 1988. 
To the guests it looked peifectly nwmal—for 
Siva’s similing brother held her fiUle boy as 
his cars were pierced and presented him 
with maman-sir. But Siva’s close friends 
knew that this was a sham—her brother, 
though comparatively well off, bad refused 
to spend a paisa on (he event. All the gifts 
and Jewellery had been purchased by Siva’s 
parents and it bad been only abjectly 
pleading with him, that Siva and her bus- 
band had persuaded her brother tocomc at all. 

In all the four non-bralimin castes a mar¬ 
ried woman was welcome to return to her 
natal home after marriage and in the tlircc 
poorer castes she was expected to assist her 
natal ki n with agricultural labour during the 
pcriix) of her stay. In the pocrest castes 
(paliars and Christian paraiyars) young 
couples lived separately in nuclear families 
after mamage, but young married women 
always went back to their natal homes to 
provide labour on the family farms when 
labour-demand peaked (primarily at har¬ 
vesting time but also occasionally for trans¬ 
planting). When a married woman of a 
labouring caste returned home she was an 
economic asset to her natal family for she 
immediately added to (hehousehold income 
through her work. This was not the case with 
the brahmins. Bralimin women were not 
free lorctum to tbeir parental homes whenver 
they wished after marriage. Ihus the non- 
bralimin family’s readiness to welcome a 
married daughter was closely connected 
with the fact (hat she, in her turn, provided 
them with free agricultural labour. This is 
consistent with the reciprocal ethos of non¬ 
brahmin kinship. So a central reason why 
lower-caste women even today continue to 
enje^ the strong support of their natal kin, is 
the fact that they render valuable economic 
assistance, throughtheiragnculturalvmrk. 
SignificanUy, such support from natal kin 
has diwndl^ greatly for women in up¬ 
wardly mobile groups, wiio have been tvith- 
drawn from agricultural labour. 

MB’s gifts or sir (maman sir as they are 
called) emphasise the continuity of kinship 
links between a non-brahmin woman and 
her natal kin. These do not weaken within a 
year or so of marriage as they do between a 
brahmin woman and her puents; on the 
contrary, every presentation from tbcmairied 
woman’s Inothers reaffirms this link, ex* 
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•cUy as every cross-kin maolage reaffirms 
existing kinship bonds. Non-brahmin kin- 
ihip seeks to reproduce existing kin links 
rather than establish new links with strang- 
txs. In this orientation it is radically differ¬ 
ent from hypergamous north Indian kinship 
which normally does not repeat alliances 
[Tambiah 1973a; 93; 173b: 222; for excep¬ 
tions to this pattern .sec Parry 1979]. 

Moau. AuTHORiry of Matrilatbral Kjn 

In discussing the relative importance of 
maman-maccinan (marriageable kin) and 
'annan-tampi murai’ (unmarriageabickin) 
a cbettiar man oiplainecl the diftVsrcnce with 
deceptive simplicity. Tlie former were more 
important than the latter, be declared, "tic- 
cause weean many with tliem!’' Tliis simple 
answer, however, carries important impli¬ 
cations, for affines arc important not only 
because they ‘are matried* but also because 
they, rather than agnates, are perceived as 
providing the strongest moral and material 
support to their male affines. To quote 
Annamalai Cbettiar in full: "Maman is so 
important because you can many with his 
house—you can give and take s{)ouses from 
his house. But you can’t many with your 
father’s brothers’ houses—therefore they 
aren’t so important to you. Maman helps 
more and gives more to the family than 
cittappa (FyB) or periyappa (FeB). Tliis is 
whathehastodo—itishis ‘kadamai’ (duty)’’. 

MB (maman) in his role as wife' $ brother 
(maccinan) is seen as far more likely ,o aid 
his sister’s husband than that busband’sown 
brothers are. I was repeatedly told that a 
man turns for assistance not to his own 
brothers (his ‘pankali’) but to his WBs 
(his maccinan). Further, from the accounts 
provided by infonnants a certain patteni 
emerged—all were tales told against the 
pankali who were characteri.scd as greedy 
and unscrupulous—while the matrilateral 
affinal kins were elevated as moral exem¬ 
plars, in one account to divine status. Here 
I provide three accounts of graspi ng pankal i. 

The first account was provided by 
Malarkodi (muthurajah); ‘‘Everyone says 
that the mother’s side relatives are more 
important. This must be because the maman 
gives sir and helps the family. The cittappa- 
periyappa are supposed to be ‘substitute 
fathers’ and to help the family, but in fact 
they never are: they’re only out to grab as 
much wealth as they can from us. On the 
ISth day after my father’s death, my 
periyappa, Ratnam—with whom my father 
had bad no quarrel—suddenly came to our 
house in the night and toid us we must get 
out of the house and leave the village 
(Arulocv)—that we had no business to stay 
on here”. In the ensuing quarrel with her 
husband's pankali kin over her husband’s 
house, Malarkodi's mothor (a very strong- 
willed woman) was able to resist being 
thrown out of her own house with her chil¬ 
dren. The pankali kin remained obdurate, 
telling her to go back to Thannirpaii, where 


shecame from. Prom that time on there were 
no relations between her husband's pankali 
(and her children). This was despite the fact 
that these pankali lun lived virtually next door. 

The second account also came from the 
Muthurajah street and similarly concerned 
a widowed woman with children. Kannagi, 
whose children were quite young, was 
continually harassed by Ramasami, 
(Tilakambal’s husband) who was her 
husband’s eldest brotlicr. and his two 
younger brothers. They wanted her to get 
out of her part of the house—and to go back 
to Kumbakonam (licr ‘mother’s place’)lie- 
cause they claimed, the official division of 
the house had not yet occurred. A very 
plca.sant, forliearing woman, Kannagi had 
somehow managed to stay on in her bouse 
and to bang on to her share of land She 
herself supervised agricultural labour on 
this land, eking out an income from fanning 

Both these accounts focus on the death of 
a man and the vulnerability of his widowed 
wife and children, who are in danger of bcig 
cheated out of their patrimony by devious 
pankali. Tins is likely to have been a famil¬ 
iar tale of everyday life in Aruloor, because 
in the third account these elements come 
together in a legend. It was told by Falani 
ClKttiar, theknowledgcablereligious leader 
of tlie chettiars. Ills story also vividly illus¬ 
trated the importance of the MB, for in this 
tale, .Siva (God) takes the shape of a maman 
to settle a family quarrel; ‘‘In a certain 
family, after the death of a man, his son 
didn’t inherit his father’s wealth because the 
boy’s cittappa-periyappa grabbed it. So the 
boy’s mother prayed to God, and 
Somasundaram (Siva), taking the form of a 
maman belonging to that family, appeared. 
He called each of the pankali relatives, 
addressing them by their names, so they 
thought he really was that maman. And be 
said sternly to them; ‘Bring that hoy’s wcaltl. 
here at once and present it to him with due 
respect—or else...! ’ ’ And all of them imme¬ 
diately obeyed. That’s why the maman is so 
important. It is he alone who is important for 
all events. Cittappa-periyappa are not as 
impwtant’’. 

Tliis stray illustrates the moral authority 
of MB—he is represented here as the arbiter 
of Justice who protects the rights of hts 
sister’s children from their ever-grasping 
pankali. Indeed, in this account maman's 
importance could not be greater, for, in his 
moral qualities and his incarnation as pro¬ 
tector of the of^rcssed, he is actually .Siva 
himself. Tliis ‘apotheosis’ of the MB is in 
fact regularly re-enacted in the life-cycle 
rites of his sisters' children, in which he 
participates, where be is honoured in what 
approaches a ‘divuie* manner. 

Brahmins in Arulora' always invite their 
closest pankali kin to all their domestic 
celebrations and ceremonies. Significantly, 
non-bralim ins Tam ilsdo not. It isonly affinal 
kin who are expected to be present and to 
give gifts, not patrilineal kin. This was put 


veiy clearly by a muthurajah informant 
"Maman-maccinan kin comes for ail 
‘nalladu-kettadu’ (auspicious and inauat^i 
cious occasions) and we go for theirs. 'IIm^ 
must be prraent—if tlwy don't come tt’a ai 
insult. But annan-tampi 
and usually aieti’t invited 
kinshipiias much todo with giving—becain^ 
non-brahmin pankali kin don’t give, tbm 
are not invited. This confirms what Dumon 
said when he stated th,it gift-giving wa! 
central to affinal alliance ([1957] 1983). 

Conceit of Bi ood-Bond 

The prominence of the matrilateral kin i|] 
related to their importance as affines, but, it j 
Aruloor, this sUiictural position is alstj 
legitimised by a remarkable cultural con’i 
struct, the concept of the ‘bl<xxl-bond < 
(‘iratta-sampantam’). This concept was cen -1 
tral to how informants pcrceiv^ related i 
ness. It was bcguilingly simple and logica ' 
and was raised repeatedly by informantf 
when they discussed kinship. Their exege¬ 
ses can lie paraphrased as follows: “Yof 
grow for 10 months in your mother't 
womb—it’s her bhxid that nurtures you. Sc! 
you have more of your mother’s blood 
than your father's blood in you” (emphasis: 
added). This had an unexpected result—tba^; 
is, unexpected in my view, but self-evident’ 
in theirs—-namely, thataman(orwoman}wad 
consequently 'more related' to his MB than' 
tohisb’B This was readily explained: ‘‘This’ 
is because maman (MU) shares mothra*'! 
blood—and a child has mrae blood from his( 
mother’s side in him than from his father's' 
side; that’s why the boy is more<clo6el]C 
related to maman tlian tocitappa (FyB) the* 
iratta-sampantam (‘blood-bond’) is strrai-' 
ger with maman’’. ) 

These views arc strikingly different fromt 
the views about ‘blood’ relationship re-i 
ported by Harnett (1976) for the kc<ntaikkatti- 
vellalars in Tamil Nailu and Uavid (1973) t 
for Jaffna Tamils [Kapadia 199.3, fortiicom-' 
ing c]. Tliey arc, however, strikingly similar' 
to the views of many matrilineal Batticaloa. 
Tamils who told McGilvray that ‘ ‘thechild's 
blood was definitely that of the mother" 
(l9R2a;53). 

I sliould add that when confronted with 
the claim that MB was more closely related 
to a child than FyB, I naturally inquired as to.l 
the status of father: ‘Is maman (MB) more 
closely related to a child than the chUd's 
father’ ‘ ? This question was treated with de¬ 
rision: ‘ ‘Of course not. Of course the child 
has more hlixxl in common with his father 
than with his mother's brother. After all, he 
is his father’s child too. But lie has mainly 
his mother’s blood. That’s why be is less 
closely related to his cittappa (FyB) than to 
his maman (MB)’’. 

One way to understand this extraordinary 
claim is to say that, of course, it was meant 
as a metaphor. But it was clear that some 
informants thought of MB’s unique ‘blood- 
bond’ with his sister’s children as being a 


don’t have to coBM 
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physical connection. I low did they 
jl'sconcile this with their explicit (and rc- 
tinted)statement that pankaii kin wcrccloser 
»(p ftiem ‘in blood’ than affines- -including 
(• sB? I suggest that ny analysing the follow- 
• liig conversation about MB, pankali and 
; «|)ldod'bond’ we may tind some clues to how 
raoie people underst< kxI these relationships. 
‘ "nje speakers were Annamalai (’hettiar 
' atbout .^0 years old) and his younger sister 
^anaki (in her mid-forties): 

I- Annamalai said: “Maman helps more and 
Jives more to the family than do cittappa or 
' J<eriyappa. When the property is divided 
J«tween brothers, in the formal document of 
.1 ivision this phrase recurs:* having divided 
wealth between us there is no other 
Connection (sambandam) Iclt between us 
^>ther than tlie iratta sambandam (bliHid- 
ij.ond)'. This is explicitly statesl. But maman’s 
Connection with us never ends ’ ’ 

, HerehissisterJanaki took over: ‘Youam 
’^y that maman has greater it atta sam bandam 
with his sister's children) than cittuppa- 
,]ieriyappa—firstly because maman is con- 
.jiccted with mother who has greater iratta 
'ambandam (blood-bond) with the child 
%an does the father. Further, maman has tlic 
^kalyana uiimai* (marriage right) with the 
.hitdren. Next, maman has ’pasiun’ (affec- 
T ion) for tlie child-which cittappa-periyappa 
hon'l necessarily have. And maman has the 
jeadamai (duty) to act on behalf of and to 
"live to the children fsir all these rcas< >ds his 
^nncction with them is much greater ’ ’ 

Here wc are given a vitficty of reasons 
i>hy MB is ‘closer to his sister’s child, 
'firstly, as Annamalai (xiints out, while MB 
*9 coniwtantly at hand to help. FTIs take their 
&barc of inheritance and then, despite their 
^lood-cunncction, call it ijuils. Otic can 
Jsxpect little assistance or sympathy from 
hbem—there arc ’always’ long lasting quar- 
^rcls between brotl»-rs alter the division of 
^bc inheritance. But in contrast to (he pankali, 
IMB (in Janaki’s argument) remains con- 
l^ected with his .sister’s children through his 
IJjlood-connection (tlirough (heir mother), 
llbrough his genuine atfcetion for them, 
'through his duty and obligation to provide 
iforthcm—and through his self interest, cm- 
'bodied in his and hi.s sons’ marriage rights, 
an tills discourse, mumiui emerges as the 
'very opposite o( the pankaii—while they 
represent grasping self-interest and a con¬ 
stant danger to the inteiests ol Iheir Imnlicr’s 
ffehildren, maman cmeigcs as the protector 
!of these interests—as invlecd he dinrs in the 
mythic talc cited by P,il.ini t’hcltiar. In a 
'culture where ‘bliHxr ispiobahly thcdomi- 
^antmetaphorof‘conncclcdiKss’ itis, then, 
no surprise at all that MB is calcgorically 
^stated to be ’closer in hlooJ’ to a child than 
‘its nis. Ibc cultural logic is llawlcss. Dis- 
<CUssions of ‘difference in blixnl’ and mar- 
|riage-partner.s belong to a (|uilc .sep.irale 
sphere of logic. 

Further, the sociological conlext of the 

gument is crucial bcs'ause it is its context 


that validates the argument. To thccliettiars 
it was self-evident that MB bad an extraor¬ 
dinarily close relationship with his sister’s 
children—far closer than (hat of any 111—for 
the simple rea.son that MB lived in the same 
house with his sister's children—at least 
during the day. This family situation arose 
liecause among the vellan chettiars married 
diiaghtcrs spent more time daily in their 
natal home than they did in their marital 
home Devayanai ('heltiar explained why. 

I had noticed that her (wo daughters’ 
young children were very much attached to 
her--they spent much more time at home 
with her than they did in their father’s bou.se. 
Whcnia.sked atxmt this, she replied: “This 
IS quite usual, actually—children are more 
with thcirmothcr’s mothers (MM.s), soibcy 
grow more attached to them.’’ 'Hus was 
particularly the case with the vellan chctliars, 
among whom a bride customarily continued 
to bathe daily at her mother’s house for at 
least a year after marriage In many cases, 
even after several years of marriage, young 
clicttiar wives continued to bathe at their 
mother’s home and to spend most of the day 
there. They did the cooking at (heir marital 
lK>me and ate with the marit^ family (and in¬ 
laws) and returned there to sleep at night. But 
apart from this (hey—and theii chiltlieii—spent 
llic entire day with (heir motliers. 

In Aruloor this custom was unique to the 
chettiars, who explained it as due to their 
extraordinarily localised marriage-—most 
girls wcic married to men living in the next 
street. As Devayanai said: “ThLspracticc prob¬ 
ably st,iricd because we all live in one 
place—^Arukxjr Ju.stafcwofusliveinI.algudi ’’ 

But, even in the I iihcr non-bralunin castes, 
(he same sentiment was voiced; Malarkwli 
of thcmiilhurajah street commented "Yes, 
children are generally far more attached to 
their MMs”. The fact that cross-kin mar¬ 
riage is very often. Iwal marriage is prob¬ 
ably (he main reason for the general close¬ 
ness liclwct-n a woman’s parents, her broth¬ 
ers and her children. In all four non-hralimin 
castes there were many married women living 
only a few dtxas away from their motliers. 

So tlie fast that ‘amma vittu’ (mother’s 
house) has traditionally been very closc-by, 
has had an important role in cementing the 
affection of MB for his sister’s children. 
Significantly, only the brahmins used the 
term ‘father’s house’, when they spoke of a 
woman’s parental home. All the non- 
brahmin castes used only one term to refer 
to this parental home—and it was ‘amma 
vittu’, mother’s house 

Mo mi b’s Bkothbr, Astkoi ooy and 
Divinaiion at rmuiBiRnt 

Striking evidence of the very special 
connection that exists between maman 
and his sister’s children is found in the 
astrological beliefs and practices of all 
four non-brahmin castes. Maman’s cen¬ 
tral importance in these rites strongly con¬ 
trasts with the marginality or absence of 


cittappa-periyappa (PyB-FcB) in (liesc as¬ 
trological discourses 
Most remarkable of all is the manner in 
which the iKTOscope of a child, cither fe¬ 
male or m ale, ’ ‘says more about the house of 
maman' that it does -about the fortunes of 
F'yBs or F'cBs. .Significant differences ex¬ 
isted lietwecn (he castes: in the chettiar 
caste, Devayanai Chettiar said: “The eldest 
son’s horoscope speaks alxiut his house and 
about his maman’s house. It says nothing 
alvait the liousesof his cittappa-periyappa’ ’. 
But later hci younger brother, Annamalai, 
amended this “Yes, my ‘jadakam’ (horo¬ 
scope), ascldcst son, ‘s()cak5’ alotaboutmy 
maman’s house—but very little about my 
cittappu-penyuppa It docs mentibn them, 
(hough “ Junaki, Devayanai Cheitiar’s 
younger sistci added ' ‘More is said (in the 
horoscope) about maman because he is the 
tay-maman (MeB). born with mother—and 
so very imp< u tani. ’ ’ 

Maman is central to another non-brahmin 
divinatory practice, when a child is born the 
position of the umbilical uhtI augurs gtxxl or 
ill fortune, especial ly f< ir MB. So the clieltiars 
.sald^‘Tflhc child’s umbilical cord IS twisted 
round Its neck (his is ‘bad’ (dangerous, 
inauspicious) toi maman" .Such a birtli is 
described as one whefc the baby is 'born 
circled by ag.irland' (‘malai-sutti pirandul’). 
It is important to note here that both at the 
puberty rite and at marriage a ZD is gar¬ 
landed (and thus ‘circled by a garland’) by 
MB, (just prior to her liciiig wedded to the 
griKHii) This suggests that the divinatory 
practice has some connection with the fact 
that MB cun mairy his cZD. A male infant 
‘garlanded’ in this way also presages bad 
luck for his maman. F'urthcr, the chettiars 
said, “If the cord is twisted around the waist 
of the new-lxirp (like a Ik-II) tlicn this is 
‘had’ for the cittappa periyappa ’’ .So the 
chettiar practice ciocs mention Ills as well. 
'1‘he mu(hura),ih caste shared the belief that 
.1 ‘garlanded’ new-born signalled bad luck 
for MB, hut it h^d no such beliefs concern¬ 
ing FBs lliey did not figuie in birth-divina¬ 
tion To unclcrstancl why wc must remember 
(hat the chettiars were wealthier than any 
other Atulcxir cu.stc and also prided them¬ 
selves on being more brahminical in 
behaviour. F'or these reasons, they tocsk a 
greater interest in the patrilineage—even 
though (hey were strongly focused on their 
malrilutcral affines. It is (his greater interest 
in agnates that is mirrored in theirdivinatoiy 
practices, which consequently do not en¬ 
tirely ignoic the FBs as those of the 
muthurajahs do. 

To dissolve the inauspiciou.sncss of u 
’garlanded’ birth so iliat MB’s future i.s safe, 
chettiars pcrfotni an additional rite at the 
‘punniya clanam’ ((xirification) of (he baby 
and its mother, which takes place sex^n after 
biith. 'J he MB is not allowed to see the baby 
until then. At this purification rite MB is 
seated. Then auspicious gingelli oil 
(‘nalicnncy’) is pemr^ into a broad-mouthed 
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vessel at a tray. This is held in front of MB. 
Bending down, MB should ‘see his face' 
('mcAaltc pakkanum’) reflected in the oil. 
Then the baby is brought and held alxivc the 
head of MB (who is still lo<')kingd(>wn athis 
reflection) so that the baby's face too is 
reflected in the oil. In this way the baby’s 
face is first beheld by its Mil in the auspi¬ 
cious oil. After this the danger to MB is held 
to have passed away. i',xac(ly the same rite 
was performed by cbettiars to rem«>ve in¬ 
auspiciousness for I'Tls. Ihe rite was called 
‘ ‘removi ng the (astndogical) fl aw’ ’ (‘dosham 
kalikkiradu’) or to do a pacification/purin- 
cation rite’ ’ {‘parikaram seyyanum’) [for a 
discussion of dosham see Kapadiu forth¬ 
coming b|. 

A muthurajah friend dcscnlH:d such a 
mutburajah purification rile. .She.said; "You 
can see the reflections very clearly. My 
periyappa’s daughter It.inumalhi had such a 
baby (Santhi). At the punniya danam her 
face was sliown lohertay-maman, Atokiaraj. 
Arokiara) was oidy three yews old It had 
been thought that he would mairy his eZI) 
(.Santhi) but this idea was dropficd when the 
cord was found around lH;rneck. 'Iliis indicates 
vcr>'bad luck(inatispiciousness. ‘ketiadu') ’’ 

Balani ('helti.ir, on (lie contr.iry, said (hat 
amt mg chctl iars sucli a ‘gai l.inded’ baby gii I 
could marry iier inainati, alter ’seeing Ins 
face in oil’ Tlic tact that the muihurajalis 
absolutely forbade (his makes the cliclli.ii 
custom appear almosi fiH)lli.irdy 1 lowcver, 
in allowing such a man iage, despite tt>e b.id 
auguries, the veilan clieiliars wcic Imwiiig 
to necessity. They were a very small, cn 
dogamous community, with a remarkably 
high rale of actual Ml) marriage. In sm h .1 
marriage context, witli few alternative mar¬ 
riage partners available tollieni. it was un 
likely that they would wish to luithcr de- 
crca.se their already iiiiiiicd |si<>l ot mtir 
riageablc men. 

I'OM’I I SKA 

In this discussion I have argued that data 
from Arulotir suggests that the bilateral 
elements in non-brnlimin kinship arc t.ir 
more significant than have Ix'cn allowed by 
IheDumontcan model I Dumont 19.5.^; 19.S7; 
1983], Tlicse bilateral cicmciilsclearly make 
the kinship system of Aruloor similar in 
signifeant respects to the .Sinhalese and Sri 
LankanTamil systems I Yalman 1962; 1967; 
McCHlvray 1982a; 1082b]. 

Further, as McfJilvray suggested (1982b: 27), 
it is indeed the case that where patrilineal 
principles are weak braliminical lielicfs are 
marginal or irrelevant. FvidciKc for (his 
correlation exists in various aspects of non- 
brahmin culture, such as the prominence and 
lavish celelwation of female puberty riles and 
the importance of the menstruation horo¬ 
scope [ Kapadia furthcoming bj. Neither (his 
horoscope nor fcm.'ile ixibcrty riles arc given 
much importance by the brahmins. 

More disturbingly, the same correlation 
appears today in the move to dowry mar¬ 


riage. Dowry marriage is perceived as the 
quintessential brahmtnical marriage and 
in its modem form of ’marriage with 
strangers’ in Tamil Nadu it has a strong 
bypergamous element. It makes the bride’s 
family subordinate to the groom’s kin. dras¬ 
tically weakening the young woman’s posi¬ 
tion from the outset. In rural area.s like 
Anihxir. dowry marriage h especially prac¬ 
tised by those groups who are heneftting 
from rural development and whose status is 
rising. They see dowry marriage as liigh- 
status marriage and arc therefore keen to 
make it part of tlieir symbolic capit.il. It is 
precisely in these ‘progressive’ rural gn)up.s 
that important recent research inTamil Nadu 
has found a remarkable anti-female bias 
f Ileycr 1992]. 1 Icyercimcludcs her study thus. 

What is particularly disturbing about (his 
case is (I) that high dowries are a relatively 
recent and increasing phenomenon, anil 
(2) that it involves a south Indian cnmniu- 
nilythat is unusually‘progressive’. It would 
need much more work to e.stahhsh a connec¬ 
tion between the development of the ugrai- 
ian economy in this context and increasing 
discriminationagainst fein.’dechildren . (tut 
there is enough to suggest that there may be 
an as.siK'iation (1992:43.^). 

In short, four citK'ial factors appear to be 
correlated in Tamil Nadu today. 'I hey arc: 
(1) increasing economic differentiation 
wi thin endoganu >us caste groufis; (2) a .steaily 
inirciisc in dowiy marriage aixl a corre- 
spomling rejection of close-kin marriage; 

( 3) increasing anti-female bias in upwanlly 
mobile groups, and (4)^a steady fall in the 
status of the niatrilateral kin. Urgent re¬ 
search is needed to determine the effects 
that agrarian ch.tngc is having on women's 
security and status Until loilay it was a 
woman’s matrilalerai kin who guaranteed 
(his st,itus and security Today this is no 
longer the ca.sc rural Ttunil women are :>t 
risk and their st.idis is falling. Ironically, 
this is li.ii>(iening in the very groups whose 
social status is rising 

Notes 

(l-ieldwork wa.s earned out in Aruhxw in I atgudi 
Taluk, firuchi diMiicl, Tamil Nadu, trom January 
1987 to May 1988 with Itirljier visits in December 
1988.December I99lland January I99I.Atul«»i 
IS a pseudonym. 

I am parucularly grateful to C'hri.s i-uller and 
Jonathan I’arry of the London School of liconom- 
ies and lo'Anthony <7ood of l-^dinhurgh I inivcrsiiy 
for comments on this material. I also thank Francis 
Jayapathy, also of the LSE.| 

* In diis article the following kin.ship notation is 
used: F: father. M: mother, B: brother, Z: si.sler, 
S: .son, D: daughter. H; husband. W: wife, e: 
elder, y; younger. These standard abhievia- 
tions are used here to denote both genealogical 
relationships and classificaloty relationships. 
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irnational Energy Initiative (lEI) is a small, independent non-governmental developing-country-led 
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loping countries. Its objective is to promote the efficient production and use of energy for sustainable 
olopmcnt and its focus is the developing countries 
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lainable Development. 

e published from May WIi,Energy for Sustainable Development ml] deal with energy goals, strategies and 
aes as well as energy plans, programmes and projects. It will be a vehicle of communication between Northern 
Southern energy actors and promote South-South interaction on energy problems. 

lurnal will attempt a balanced treatment of 

^ end-use efficiency and renewables; 

• development of energy technologies; 

• hardwaie and software, 

• energy plans, programmes and projects; 

• energy systems in Africa, Latin America and Asia and what can be learned from Europe, 
North America and Australia. 

;an participate in the success of Energy for Sustainable Development by writing in the journal and 
ribing and getting youi institution to subscribe 

ue drawn in favour of "ENERGY FOR SUSTAINABLE DEVELOPMENT' for individual subscriptions 
.20/- per year) and institutional subscriptions (Rs. 240/- per year) may be sent to ; 

Energy for Sustainable Development 
International Energy Initiative 
25/5, Borebank Road, Benson Town 
BANGALORE - 560 046 
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Agrarian IVansformation and Co-operatives 

Continuity and Change 

Vikash N Pandvy 

The limitations/fdilure of land reform lay the structural foundations oj the limitations/failure of rural co-operatives 
and the Green Revolution. Wherever land reforms have failed (at least m removin)> the non-cultivating groups and 
establishing the cultivating owners), the groups which need co-operatives did not emerge. Similarly, agricultural 
transformation has remained elusive in those areas. 


MOST of the literature on agricultural 
transformation in India attempts to under¬ 
stand the success and failure of land re¬ 
forms, co-operatives and the (irccn Revo¬ 
lution in their ability to transform Indian 
agriculture in a compartmentalised man¬ 
ner. This paper attempts to make a depar¬ 
ture from this ahistorical mode of enquiry 
and argues that agricultural tran-sforma- 
tion, the nature of land reform and the 
emergence and working of Primary Agri¬ 
cultural Co-operative Societies (PA("S) 
are closely linked with each other and with 
the adoption of the Green Revolution pack¬ 
age. All three together (land reforms, co¬ 
operatives and the package t'f Green Revo¬ 
lution), in many ways, inform the content 
and context of each other. Historically, 
PACS’ working has been really related to 
bridging the gap between land reform and 
Green Revolution by providing the insti¬ 
tutional back-up. In this societal discourse 
interests were articulated in the organi¬ 
sational forms of theco-nperati ves and the 
co-operatives, in turn, provided the ar¬ 
ticulation of a particular stream of inter¬ 
ests. Thereby the paper puts forth the 
hypothesis that the nature of land reforms, 
in general, provides the structural founda 
tions of the character and limitations/fail¬ 
ure of the PACS and subsequent growth in 
agriculture. 

I 

{..and Reforms and Cn*operatives 

The agrarian structure in colonial India 
was an admixture of feudal relations of 
productions and hybrid bourgeois prop¬ 
erty right on land. The landed property 
during colonial era was based on two 
contradictory principles: individual pri¬ 
vate property and recognition of ascripti ve 
(non-economic) privileges/status. It not 
only sustained different layers of rights in 
land bat in a variety of ways also coun- 
terbd the absolute right in land especially 
for the middle layers of proprietors. At the 
same time, as the {vivilcges of the pre- 
British period were maintained and pro¬ 
tected, these became the basis of propri- 
elaiy right or occupancy right in land 


[Pandey 1989b). It led to the correspond¬ 
ing pre-capitalist character of the propri¬ 
etary class and the privileged tenants with 
occupancy rights. The noticeable point is: 
the surplus from land belonged to those 
who did not cultivate the land, 'lliere ex¬ 
isted a negative relationship between own¬ 
ership and cultivation on the one hand and 
maintaining a variety of middle layers of 
ownership rights on land on the other. 
Those who had the ability were not inter¬ 
ested in production but only in rent extrac¬ 
tion and those who were actually cu.iivat- 
ing land had neither the right nor ability/ 
incentive to invest in land fPandey 
1989a.21|. 

Thus, during early 20th century there 
was a silent change in the composition of 
cultivator-cum-landowning (not the land¬ 
lords but hereditary cultivators) groups: 
emergence of peasant castes more pro 
nounced in Gujarat, Punjab, western HP, 
parts of AP and Tamil Nadu and subse¬ 
quently in Bengal, Bihar, eastern UP and 
Tclangana region of Andhra Pradesh. In 
this interplay the middle layer of agrarian 
order com prised high caste intermediaries 
and their descendants and the dominant 
(leasant castes [Pandey 1990:2607). At the 
same time, the development of irrigation 
facilities and cultivation of commercial 
crops has been taking place since the late 
19th century as subsistence agriculture 
had started providing space to market- 
based production under the aegis of ‘colo¬ 
nial modernisation' and the resultant 
change in agriculture. Secondly, the de¬ 
velopment in commercial farming was 
not, however, matched by any correspond ■ 
ing growth in agricultural support sys¬ 
tems. Consequently, cultivators had to 
depend almost entirely on moneylenders, 
traders, merchants and businessmen who 
controlled the markets for the sale of their 
produce. Local retailers, agents and vil¬ 
lage ‘sahukars’ were securing the produce 
from the cultivators, and thus managed to 
have a share in the pmHts of agricultural 
marketing. 

However, this dynamics implied the con¬ 
tradictions and conflicts between sarkar, 
sahukar and zamindar (on the one side) 


and the subordinate proprietors as well as 
peasantry at large (on the other). The 
conflict was over the maintenance of 
respective privileged positions and a 
share of surplus from land. These con¬ 
flicts could be contained within the legal 
framework (battle within the court-room) 
once the state accorded legitimacy to the 
claims of the middle layer. In this process, 
the middle layer was the upholders of 
'rulcofprojierty' and ‘ruleoflaw’ [Pandey 
1990.2608). I’orthem, the property repre¬ 
sented a natural right and liberty to indi¬ 
viduals. Being antagonistic to zamindars’ 
rights over their own positions, they as a 
class became the backbone of the national 
movement which called for doing away 
the sarkar. sahukar and zamindar raj and 
at the same time preserving the institution 
of private property. Tliis ambiguous posi¬ 
tion was the basis on which the middle 
category joined the anti-feudal struggle 
of the popular masses and withdrew when 
the sustained struggle could have led 
to erosion in their own positions 
[Dhanagarc 1983; Pandey 1978; Hardiman 
1981). Such a class alliance was the core 
of the national movement and various 
pc.isant movements in their emergence 
and closure as was evident in their agrar¬ 
ian charter.' The peasant insurrections 
in first half of 20ih century across the 
regions of India arc an intensively studied 
phenomenon. These peasant struggles led 
to land icforms and legislations that 
produced “some perceptible change" in 
the agrarian social structure in India 
(lliorner 1976.41 42). 

The vibjectivc of the land reform mea¬ 
sures in the main was to remove some of 
the vestiges ol an outmoded order which 
had so long hampered progress and to 
allow land ownership to go into the hands 
of cultivators. For the most part, these 
measures content themselves with freeing 
the agrarian structure of one superfluous 
layer of jagirdars and zamindars. This 
layer had clearly lost organic connection 
with the production service of any kind 
and whose loss, therefore, was demanded 
by the various layers of peasantry not only 
for better production possibilities but also 
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j for better control on the rcs«>urces and 
i conditions of life. 

Evidence suggests that the effect i>f land 
policy has been in the direction of (i) rcduc 
, tioa of power in the hands of jagirdars and 
^ zatnindars, (n) the cmcigcnce of a new 
1 managerial class of agncultunsts, (iii) gen- 
, eral failure U) make tcnants-at-will own 
their holdings and be spared rent payments 
[Khusro 1VS8’84J I1ic findings of im|uiiics 
on land reforms and various studies con¬ 
ducted sulisequcntly comsboratc the above 
observations 

These measures hav^ broadened the base 
of die pnwperous proprietary class c<>m 
pared to what prevailed during the Drilish 
period, by cutting Ui si/c the landholdings 
of the landlords and thcichy exlcnvling the 
base of proprietary class compi iscd < if land¬ 
lords, rich farmers and middle peasantry. 
These new strata arc provided various in¬ 
centives to take active interest in agricul¬ 
tural production and augment production 
through subsequent measures On the other 
hand, the measures have left laigc sections 
of the small peasants, pixncr tenants and 
landless labourers deprived of their due 
shares in agrarian production and benefits ^ 

Along with land reform came the co¬ 
operatives. The RuralOrodit Inquiry Survey 
of 1953-54 revealed predominant nature of 
infcvmal credit in the total b(«Towings of 
peasants. Co-operative credit was seen to be 
an answer for provision of credit to the 
farmers (Bouman 1989:11-191 Ihe state 
launched these co-operatives primarily for 
credit operations. 'Thereafter, the linking of 
credit with processing and marketing Ixi- 
cameadomiisant theme in the ciuly 5(ls and 
60s and many of the co operatives st.« ted 
getting engaged in such operations Subse¬ 
quently, with the ‘Crow More' agenda, the 
extension of modern inputs like fertilisers, 
machine tools, etc, was to be tied up with 
credit if the (1) farmers were to be encour¬ 
aged to adopt these measures, and (2) fann¬ 
ers with limited capital base were to acquire 
these inputs as well as meet running expen¬ 
diture. Ihe nature of this strategy and opera- 
Itions led to a series of changes in the .stiuc- 
tures, procedures as well as cmcigcnce of 
co-operative societies engaged not only pi i - 
manly in credit operations hut also in pro¬ 
viding input supplies and output maiketing 
facilities to the members. “Tlie establish¬ 
ment of National Co-operative Develop¬ 
ment Corporation (N('DC) ami the large 
' proliferation of the training, manpower dc 
vclopment and funding infrastructure under 
its umbrella was accompanied liy rapid up 
surge of co-operatives engaged in procure¬ 
ment, processing and marketing of other 
commodities such as paddy, sugarcane, cot¬ 
ton etc... Practically all lliese co operatives 
In commodity processing and marketing in 
•ddilion to credit service received contnbu- 
tions from state government in the form of 


capital and loans as well as subsidies and 
grants cither routed through NCIM2 or 
through the state level co-operative bodies 
ofiliffcrent kind" [Phansalkar 1991:.5-6]. 

In general co-operatives were seen as an 
organis.itional network to reorient agricul¬ 
ture alter land reform as it was visualised 
that in IIk abscnccof such organised mecha¬ 
nism. the bcncticiarics of land reforms, i e. 
especially medium and small farmers, will 
succumb to the remnants of many classical 
features ot underdevelopment as well as 
inter Imkcd markets. If land reform was to 
remove feudal landlords and transfcrland to 
culii vati )rs (especially those whf) were in the 
r.inge of middle and small landholding cat 
cgoncs), the farmers us individuals would 
f.isc severe constraints in the open market, 
{’ompulsions of Ihe farmers related to input 
puix'h.t.sc to m.'ikc prcxluction pswsihlc and 
better production a.s well as l«> meet Ihe 
recurring expenditure and at the end of the 
agricultural season to get rca.sonable and 
quick returns for their produce make it 
possible for the moneylender and trader 
nexus to have certain adv.intugcs over indi- 
vidu.il faimcrs. Tlicir sustained advantages 
s‘< >ukl rcstai 1 llie cycle of loan-indebtedness- 
land ul ieiiat ion-pauperisation-greater indebt - 
edness, nic PAt'.S, to start with as credit co¬ 
operatives, were to provide llie inslitulional 
back-up to land reforms by providing cheap 
credit to the fanners. It, thereby, would save 
the newly acquired property rights over land 
from slipping into the hands of rich gentry 
and moneylenders. .Societies providing in¬ 
tegrated services to the farmers (finance, 
prtxluclion, marketing, consumer and wel¬ 
fare) were created with the following objec¬ 
tives (I) providing CTcdit for agricultural 
operations to its mcmliers to make the in- 
veslmcnl in agriculture possible and subse¬ 
quently iiKieasc in production and (2) by 
providing marketing services to the mem¬ 
bers, ensure belter return and belter quality 
ol life to its mein tiers. As of today, the main 
activities of these PACS arc related to 


providing (a) loan for productive purposes, 
(b) production inputs like fertilisers and 
seeds, (c) pnxluction tools to aid produc¬ 
tion, and (d) purchase and marketing of 
farmers’ produce (all these to decrease |»o- 
duction cost and increase income). 

It is of relevance here to see the exact 
nature of land reforms and co-operatives 
under ‘mixed economy’ which arc quite 
distinct from collectivc/communal owner¬ 
ship, farming and distributim. In the Indian 
context, both were, conceptually and opera¬ 
tionally, based on the idea of private prop¬ 
erly and protection offered under the agenda 
of ‘freedom to individual’. Therefore, the 
functions of Kind leforms and co-opera- 
livcs, in this context, was (o provide the 
farmers landed property and then protecting 
them from interlocked market and enabling 
them (o p.u'(icipate successfully in the mar¬ 
ket economy 

Tins h.ippencd under the aegis of the 
welfare state guided by the dernwratic so¬ 
cialism paradigm. Therefore, the character 
of the Indian state in particular and Indian 
democracy in general become central to the 
forniulaiion and implementation of land 
reform (by and for whom) in its pro¬ 
claimed and covert ob|cctivcs and the 
subsequent changes in the co-operative 
movement as well as strategy of agricul¬ 
tural modernisation It was the hybrid coa¬ 
lition of rich pe.isunts, emerging intermedi¬ 
ary peasant castes, small holders and agri¬ 
cultural labour a.s the clientele of ‘welfare 
slate' and ‘dcniocratic socialism' wliich 
embarked on land reform under the slogan 
ot 'land to the tiller’ But the existence of 
prosperous or prospering middle and upper 
pca.saritry left no way the stale could overact 
against their fundamental interests [for de¬ 
tailed discussion on this point see Kaviraj 
1988. Bardh.in 1984; Prasad I989J. The 
core of the hybrid coalition, the ruling elite’ 
(therich and middle peasants, intermediary 
peu.sants castes) shapcxl the real policy into 
legislations and practice. Suffice to say here 


Taw c I ■ Area Ownoj by Mi mw rs—Iarmi rs 


(Acres) 


Villnge.s 

Small Farmers 
Wet " Dry 

Hig/Medium Farmers 
Wei Diy 

Wot 

'loial 

Dry 

Orand 

Total 

Al 

66 

413 

246 

519 

311 

932 

1244 

A2 

05 

212 

21 

272 

26 

494 

511 

A3 

53 

188 

118 

100 

170 

288 

458 

A4 

27 

237 

108 

17/ 

134 

414 

548 

AS 

105 

280 

377 

412 

482 

693 

1175 

A6 

303 

86 

723 

59 

1026 

145 

1172 

A7 

66 

45 

67 

172 

1.33 

217 

350 

AX 

17 

171 

82 

168 

100 

339 

438 

A9 

07 

71 


56 

07 

127 

135 

AlO 

15 

135 

160 

375 

175 

. 31 ' 

685 

Total 

665 

1840 

1901 

2311 

2566 

4150 

6716 


Hmes: I A4 and A6: farmers have land in Ihe uninhabited village, therefive, figures of A4 and A6 
include the land of the uninhabited one. 

2 AS, A6, A7 and partly A4 are having rainfed agriculture. AS and A8 are at the tail end of the 
command area of the canal. 
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that the policies, measures and programmes 
undertaken subsequently were subject to 
this dynamics. 

Ihe process seems to reflect the state- 
ruling elite alliance and continuum. In other 
words, agrarian transformation was defined 
and characteri.sed by this discourse wlierc 
the interests were articulated in the institu¬ 
tional forms and the institutional forms, in 
turn, provided/facilitated the articulation of 
a particular stream of interests.^ 

mi now I have summarised the ideology 
and its linkages with the agrarian structure 
(in a way the categories of farmers forming 
the backbone of the ideologies) during the 
flrst phase of agricultural change, i e, land 
reform and the co-operatives. This i^asc 
was based on agricultural growth Ihnnigh 
egalitarian distribution of resources in the 
hands of cultivators because before that 
tliere was a negative relationship between 
ownership and control over surplus on the 
one hand and actual cultivation on the other. 
The second phase of agricultural transfor¬ 
mation was entirely based on Ihe jioxlucli v- 
ity issue and the package was of the Green 
Revolutiiin. 'llic abject failure on the food 
front and the increasing de{>endcnceon other 
nations for food imports brought a shift in 
the agrarian strategy of the state in India. 
The emphasis shifted from institutional 
change to technological innovations and 
adoptions. This new appmach has been ar¬ 
ticulated since Ihe 60s. However, t,ic co¬ 
operatives, as noted above, again liocame 
thcorganisational network forihe extension 
of this possibility, for example, part ol 
credit as kind loan in form of input supply, 
especially fertiliser and pesticides 

Having explained the basic fouiulation of 
the agrarian transformation in general and 
the place of PAC.S in i t. ik)w I turn to certain 
observations about two FA( 'S in Ni/amabad 
district of Telangana region of Andhra 
Pradesh (the names of the PACS and the 
villages are not disclosed). 

II 

PACS in Telangana Region 

Society ‘A’ was established in 19.54, with 
the main object to provide short- and 
midun-teini loans to its members for their 
agricultural opo’ations and to arrange funds 
from the DistrietCo-operative ('cntral Hank, 
commercial banks and other organisations 
to its members. In 1957, witli the com¬ 
mencement of the Second Hi VC- Year Plan, it 
was decided to merge some village level 
societies and establish large sized societies 
as small ones were unviable. ITie new large 
sized co-operative society was registered in 
19S7, merging three credit societies operat¬ 
ing in three villages, l^lcr on two more 
credit societies were merged with this soci¬ 
ety leading to expansion in (he area of 
operation to 11 villages since 1977. Out of 


11, ten viU«ges are inhabited and one is 
uninhabited. The II villages are scattered 
witliin a radius of 10 Ions from the head¬ 
quarter. The area of operation of the society 
is 70.3o sq km. 

The society’s membership has increased 
from 20(1954) to 1,995 in 1990. The society 
now covers 4,540 agricultural families and 
10,500 acres of cultivated land. 'Ibe main 
crops raised in its area of operation are 
paddy, groundnut, jowar, chillies, sunflower, 
sugarcane, etc. During 1980-81, food crops 
accounted for 94.9 per cent of the cropped 
area. Area covered under paddy has steadily 
gone up after 1984-85 when a sub-distribu¬ 
tary of Nizamsagar canal brought water to 
these villages. However, this sub-distribu¬ 
tary dues not cover two villages and another 
(wo villages are at its tailend. Nearly 30 per 
cent of cultivated land in the area is wetland, 
and around half of the wetland is under 
double crop.* 

'fhe total population in the area of opera¬ 
tion of the society is 17,222 (as per 1981 
census) which constitutes 38.26 per cent of 
the total population of the mandat, 'llierc are 
2,508 (14.56 per cent) scheduled caste per¬ 
sons and 866 (5.03 per cent) scheduled tribe 
persons. Literacy rate of the population is 
19.26 per cent (total 3,317). llhe literacy 
rate in the area of theoperalion of the society 
is lower compared to (hat of the district 
(21.71 percent). Tlie total working popula¬ 
tion in the area of operation is 8,456 of 
which 18.98 per cent are agriculturalists. 
62.2pcrccnt agricultural labourers, 2.37 per 
cent village artisans, the rest being 1.13 per 
cent. The area typically represents the land- 
holding pattern inTelanganaiegion (through 
being part of one of the agriculturally dcvcl- 
o{)ed district of the region) whcic small and 
marginal farmers comprised 80 per cent of 
the total cultivators but cultivating only 3 ) 
per cent of the area. The remaining 20 per 


'cent farmers hold about 61 per cent of tlM^: 
cultivated area, (Census Handbook^ 
Nitamibad Districi, 1981). The detail* oj 
the members’ landholdings arc given it 
Table 1. 

Interestingly, (here are a few trends wfai 
have significant implications for thecharac 
ter and dynamics of this co-operativ< 
organisation. In these villages small farm 
ers have more dry land; big/medium farm; 
ers have more wet land and the village); 
which have canal irrigated land show (hi 
pattcro of dominance of ‘Other Castes 
Rainfed agriculture dominated area shows 
the pattern of small farmers having dry lam 
and big/medium farmers having more we | 
land andmembers’ representation from thesi ’ 
villages is tilted towaids ‘Backward Castes > 
or nearly equal repiciicntation of ‘Othcf; 
Castes’and'Backward Castes’. 

Major activities of the society are credit 
supply of fertiliser and pesticides and padd) < 
procurement, pnxxssing and rice maiket- 
ing. Now I will briefly describe the threi 
niajcv activities; 

Processing and Marketing 

Ibc rice mill was started in 1984 and iti-' 
procurement till 1989-90had been accord-' 
ing to (lie feasibility plan. .Society has fom. 
godowns of500 mt each. Ihc capacity of the 
rice mill is 2 tons per hour and it works 
double shifts (of 13 hours a day). 

The member-farmers are paid Rs 10 per ql' 
more than the m arket price f<Y their paddy as 
patronage rebate. For procurement of paddy 
society pays Re 1 per qt to (be broker who t 
brings the paddy to the mill. From nearly( 
villages, society procures paddy in its own) 
truck However, it encourages members to 
come directly to the mil! and not through, 
brokers by the (xilicy that if a farmer brings 
paddy by bimselfheispaid Re I perqtmore'^ 


Table 2; SrAitsiENT Showino UepakimentwisePuik hase 


Year 

Total 

Fctulwcrs 

P.iddy 

Kirana 

(loth 

Rice 

1979-80 

3437926 

2646417 

_ 

440972 

350538 

— 


(100) 

(76 97) 


(12.83) 

(10.2) 


1980-81 

4854417 

3904923 

— 

521784 

437710 

— 


(100) 

(80.31) 


(10.7) 

(8.99) 


1981-82 

6140801 

5218431 

— 

605364 

317006 

- ' 


(100) 

(84.97) 


(9.86) 

(5.17) 


1982-83 

6161031 

5106127 

— 

720976 

333928 

— 


(100) 

(82.9) 


(11.7) 

(5.4) 


1983-84 

8213441 

5464377 

— 

1491645 

257419 

— 


(100) 

(78.7) 


(18.16) 

O.M) 


1984-8S 

12743679 

7323539 

3240436 

1966103 

205601 

— 


(100) 

(.57 5) 

(25.5) 

(1.5.4) 

(1.6) 


198S-86 

14227414 

5395635 

6283975 

1815184 

307978 

424642 : 


(100) 

(37.9) 

(44.18) 

(12.75) 

(2.17) 

(3) 

1986-87 

1642SI39 

6007642 

8080646 

2062208 

274643 

— 


(100) 

(36.58) 

(49.2) 

(12.55) 

(1.67) 


1987-88 

201878% 

9004003 

8776363 

214.3037 

264493 

— 


(100) 

(44.6) 

(43.48) 

(10.61) 

(1 31) 



Note- Ihe figures in brackets indicate per cent share to lout purchase 
Source: Annual Reports of Ihe .Society. 
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J bythesociety niefartncrispaKlcithcrcash 
' or through entric!> of the amount to savings 
j account as wished by the laimcr The pay 
^ ment takes not more ih in 21 hours 
, During the year 19‘>0 91 tin. total pro 
: curement till lebruaiv 1991 Ins lietn on 
cash basis even horn mimbeis Ihc society 
^ does not insist on purchasing paddy only as 
kind repaymint of loan Hut in cases ol 
? procurement on cash basis patronage rebate 
) is not made Due to loan waiver no loan 
, taking member has till date sold paddy tothe 
, society as loan repayment in kiml Ihe loan 
I waiving has another Iepurcusion lor thence 
' mill operation Earlier the arr ingcment with 
the financing bank was such that enabled the 
society to do procurement by the cash credit 
.drawn from the bank It the society invested 
*Rs 50 lakh of its own for p iddy pnx,ure 
' ment, the financmg bank used to advance 
^casb credit (on 17 5 per cent interest) cil Rs 
30 lakh to the society toi paddy procure 
(ment Ihe day to day stiKk ot paddy pro 
I curement was sent to (he bank and day to 
' day cash credit was drawn from the bank by 
.thesociety In this arrangement the society 
^could start (with Rs 10 lakhol its own) the 
procurement of paddy in each season Ihis 
' year (1990 91) the bank has ailvanced only 
tfts 2-3 lakh against a procurement of Ks 35 
',lakh of paddy because ‘ it has no money* 
iThe secretary of the PAt S and riec mill 
knsnager say that it is because the banks 
' have no money as luans/mtcrests have not 
been paid by the society in turn liecausc the 
i.nembers who have taken have not done so 
I b any case, this has started iltceting the 
economics of the major profit earning ac 
I JVity (rice mill operation) in the coming 
; nonths the society would not lx able to 
Mocure paddy during the season which will 
I nean a huge prutit foigonc 

( ii^pfy offertilner/PettuuU \ 


I The stocks of fertiliser and isesticidcs arc 
I cept according to the perception oi the de 
I nand Stocking capacity is oftotd 550 mtin 
I wo godowns and generally it is lull isitb 
1 CTUliser stock Pesticides arc leijuiicd in 
f «cry small quantity Pesticides are mostly 
I leeded lor cotton and chillies which arc 
^trown in very small qinntity (that t<v) indiv 

Pnllages) Eorpaddyandsugarc iik not much 
1 lesticidcs are needed 
) As IS evident trom {able 2 thcichadbeen 
1 1 ) a steady increase in paddv purchase 
1 going up to around h ill of Ihe tot il put 
I base), (ii) in absolute terms ste tdy growth 
< n both paddy and fertiliser putchases and 
I III) decline in pcreetilagc of total purchase 
I 'f fertilisers to neaily half ot the total pur 
3 base (earlier being 80 per cent of the total 
^ urchasc) Similarly itcanbeintciiedfrom 
'able 3 that the sale of Icrlihseis and pesli 
ides always constituted a majoi share be 
I wen the period from 1979 80 to 1983 84 


(from78pcrccntto84 6percent) Afterthe 
year 1984 85 (when the nee mill operation 
started) the sale of rice has constituted a 

major share in total sales, followed by the 
sale of fertilisers and pesUcides However, 
as the loan repayment has suffered a set back 
alter loan waiver announcement, the sale of 
‘U’ component fertiliser (loan in kind-30 
per cent of the total sanctioned loan) has 
slopped in the year 1990-91 Butcashsalcof 
fertilisers has gone up because now the 
farmers have topurchase tbisessential input 
on cash basis 

Credit Service 

Tlie loan for short term agricultural op 
eratjon (SAO) is distributed every year in 
April to September and the next June be 
comes the last due date of recovery District 
Co operative rentral Bank advances SAO 
to the tarmers through the society The bank 
charges 7 5 per cent interest from the s«xi 
ety which m turn advances the loan to the 
memliC' tarmers charging 10 to 11 percent 
interest (die balance to meet the service 
charges of the society) 

According to a {vominent leader of the 
area (president ol the society for more than 


12 years), “In (he whole of Ntzamabad 
district many PACs were doing pretty well 
in loan recovery Previously out ol 40PACs 
in [the concerned] laluka, there were amund 
20 PA('s where loan recovery was 100 per 
cent In others it was around 80 to SK) per 
cent “ 1 diking about society ‘A* he said, 
“Before loan waiver announcement, tliere 
were some genuine problems of the mem¬ 
bers who belonged to four out of 10 villages 
These four villages are dry villages wiiere 
the canal water from the dam is not avail¬ 
able Ihrccycarsof drought [till two years 
back] had badly affected the paddy crops in 
these villages Those years were really 
painfull lor the tarmers of tbesc'areas and 
therefore they were not able to repay the 
loans “ However,trendsinibeycar 19^ 91 
show that loan lecovery rate might not be 
more than 5 per cent due to Loan Waiver 
Scheme 1 able 6 indicates the magnitude of 
the problem lables 4 and 5 present the 
pattern ot advanced credit and the trend in 
loan recovery from 1983 84 to 1987-88 
(before the announcement of loan waiver) 
and theiealtcr the sudden increase in the 
number of defiulters and the amount in 
volved 


FabcsS STATFMFxrSHoaiNo Dmarisontwim Saks 


Yeai 

Tolal Sales 

heitiliscrs 

(loth 

Kirana 

Rice 

Others 

1979 80 

4369521 

5613270 

298555 

457685 

— 

— 


(100) 

(82 7) 

(6 3) 

(10 5) 



1980 81 

4868584 

3859183 

480167 

529134 

— 

— 


(100) 

(79 2) 

(9 9) 

(10 9) 



1981 8Z 

6231282 

5263692 


614586 

— 

— 


(lOO) 

(84 5) 

(5 7) 

(9 8) 



1982 81 

6922572 

5858486 

309651 

150776 

— 

— 


(100) 

(84 4) 

(4 5) 

(109) 



1981 84 

8266226 

6452841 

308609 

150776 

— 

— 


(100) 

(78 1) 

(5 7) 

(182) 



1984 85 

15450982 

7551536 

297335 

2051898 

5050749 

479464 


flOO) 

(^6i) 

(2 2) 

(15 5) 

(22 7) 

(3 6) 

1985 86 

16225970 

6322578 

319255 

1929704 

6719584 

933149 


(100) 

(3')) 

(19) 

(119) 

(41 4) 

(3 8) 

1986 87 

20482068 

6948363 

285233 

2133553 

9027628 

2087486 


(100) 

(55 9) 

(1 4) 

(104) 

(4» 1) 

(10 2) 

1987 88 

22908525 

11275811 

295517 

2207212 

6861978 

2268997 


(100) 

(49 2) 

(1 3) 

(9 6) 

(50) 

(99) 

Note 1 igurcs m brackets indicate the per cent share of each item to lot il sale s 


Source Annual Kejxsns of Ihe Society 







lABir4 PATIlatN Ol-1 OANS AOVANCI 11 









(Rs) 

Year 

Short lerm Loans Long rerni Loans 

Olht r 1 oans 

Total Loans 


(Per tent) 

(Per Cent) 

(IVr t c nl) 


(Per Cent) 

1985 84 

22 51 522 



95 589 


23 26,911 


(95 89) 






1984 85 

54 59 290 


— 

1 27 585 


35.55 673 


(96 13) 



(3 57) 


(100) 

1985 86 

35 57 040 


— 

1,47,407 


35,04,447 


(95 55) 



(4 2) 


(100) 

1986 87 

5| 38 546 


— 

1 12 09] 


32 50637 


(96 55) 



(3 15) 


(100) 

1987 88 

54 98 292 


5,18 522 

1 73 587 


41,90,400 


(85 48) 


(12 38) 

(4 14) 


(100) 


Source Loan Registcis of Ihe Society 
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To mm op, the fdlowing ate the critical 
obaervations which became the basis of my 
argument and the hypothesis resulting in 
this paper 

(1) Afterlandreform,thisPAC$wasstartcd 
in 1934. In 1984-8S rice mill operation 
was started; the date coincides with the 
craning of canal water in the area of 
operation. 

(2) Landholding in the area of operation is 
highly skewed. 

(3) A few observations about members of 
thePACS: 

(a) small fanners have mote dry land, 

(b) big/medium farmers have more wet 
land and in canal irrigated villages 
majority of big farmers belong to 
‘Other Castes’: and 

(c) rainfed agriculture dominated area 
shows the pattern of small farmers 
having dry land and big farmers 
having mote wet land and members 
Yrom these villages are more from 
‘Backward Castes’ than ‘other 
castes‘. 

(4) However, managing committee of the 
PACS is constituted more by ‘other 
castes’ (though the representation t^f 
‘Backward Castes’ has been increasing 
in recent years and the presidcntsArice 
presidents and secretaries have been 
only from ‘other castes‘. However, all 
the members of the managing commit¬ 
tee belong to higher categories of land - 
owners. 

(5) The PACS has been a major source of 
supply of chemical fertiliser (in cash 
and kind as part of agricultur.d credit). 
In last lOyears, the sales of fertiliser has 
tripled. In absolute terms U>th the 
fertiliser and paddy business arc going 
up 

(6) The PACS operates significantly in 
paddy marketing. 

(7) Trends in expenditure .show that the 
interest on loans, cash credits and de¬ 
posits assumed highc.st projKirtion to 
total expenditure. 

(8) On the credit front, lo.in recovery ratetvf 
the PACS had been 6() to 75 jier cent 
before the announcement ot loan waiver 
by the government If iwcvcr, tlie rainfexi 
villages had been lacing chronic prob¬ 
lem on thLs front. 

(9) After the loan waiver announcement, 
loan recovery has become a problem in 
asensethatin the year l9'^)-9lit wasnil 
till the date of data collcc iion‘(Februaiy 
1991) Tliisiii turn isaffcciing the major 
pront-eamiiig activity of the PACS, i c, 
rice mill opci ation. 

Let us h.ive a bricl look .n >nc moie PAC’S 
which is operating m die Telaiigana region 
(Karimnagar disU'ict) win s’lghlly > iiffeicnt 
social set up. (Inhke the s<k---i\ ■A‘ this 
society is predomi-ia;;iiv • ^.^.|c‘ly iqirc- 
sented by 'Backwrml c as < • ’ and the area ot 


operation is only Ihtee villages, each of them 
in turn showing landholding more in favour 
of middle farmcis of ‘Backward Castes‘. 
‘Other castes' have large landholding but 
numerically they are veiy small. Further¬ 
more: 

(1) 'rhesucicty was started in 1957-S8 with 
117 members and by the end of 1988-89 
It i\>se to813.1 lowever, only 39 percent 
of the members are doing regular trans¬ 
actions wnh the PACS. 

(2) The area and the PACS both are domi¬ 
nated taijcly by middle farmers and 
‘Backwaid ( astes'. PACS’ managing 
committee aUo is dominated by ‘Back¬ 
ward r astes 

(^) Riccmill was started in 1967 and till 
today the mill run by tiie PACS is the 
only paddy processing unit in 8 9 
kmradius. Thcrice mill was modernised 
in 1978, and its capacity was enhanced 
further in two phases, first tune 1984-85 
and second time 1988-89. 

(4) In 1981-82 water from Kakatiya canal 
started flowing in this area and the very 
next year there had been a sharp jump in 
paddy procurement and rice mill opera¬ 
tions of the PACS Paddy procurement 
had been going up since then. 

(5) The PACS was engaged in fertiliser 
sales to three villages to the tune of 
Rs 36 89 lakh in the year 1988-89. 

(6) The PACS purchases paddy from the 
fanners paying Rs 10 more than the 
prevailing market rates as patronage 
rebate. 

(7) Ihc loan recovery in the PA< '.S had been 
to the tunc of 85 per cent licfoie 'lie 
announcement of llic loan wai vci I low 
cvci, the siKicty had been foilow'ing .i 
[lolicy that il amember has taken livn. 
whatever p.iddy lie sells ir 'he stMctv, 
Ihcinconiewouldbecicihtsi" '■ > li'.s n 
.iccounts aikl alter adn. "leni , die 
total loan he would get tht ca • t.iy 
tncni 

(8) Alter lo'iii waiscr anm’•iiieine,it, the 
loan recovery has gi-ne ilown to 45 per 
cent llie it . on tor 45 pei cent recov¬ 
ery i.s thattlic society has near ab<>ut 
monopoly in rice milling The lamicrs 
who cannot afford to travel 8-10 miles 
to .sell their paddy to private millers, 
have to sell their paddy to this srxiiety. 
T1ic society first adjusts the loan. In tliis 
process, the small and not-well-to-do 
fanners have been repaying the loans 
whereas the well-off farmers have been 
evading it. 

in 

The Argument 

In Ihiv --ection, 1 would try to weave the 
facts and read tlie argument emerging from 
the above discussion in terms of the relation 
of the agrarian transformation to the con¬ 


tinuum of land reform, co-operative inslitu 
tinns and the Cirocn Revolution. My argu¬ 
ment IS essentially based on the above de¬ 
tailed observations aoout one PACS (of 1J 
villages), corroborated by certain observa¬ 
tions about anotlwr PACS of the Tclangaiia 
region Tills argument con Ik claimed to be 
a hypothesis and has to he tested fra: other 
areas and regums. Tins has to be tested 
simply because the mixtc of production 
debate of Ihc 7()s has certainly emphasised 
the multiplicity of lelations of production in 
Indian agriculture aemss tlic regions. 

I .ast four to 1 1 vc decades of agrarian trans¬ 
formation has witnessed a process of change 
from ‘cumulative inequality’ to ‘dispersed 
inequality'. The emergence of rich peas- 
anUs, middle [Kasants and sustainance of 
small peasants is a story told several times. 
I, tlicreforc, argue that as the breakdown of 
patnin (landlords) client (peasants)Mlation- 
ship hud necessitated the peasant move¬ 
ments and land reforms, the welfare state 
(based on the coalition described earlier) 
has promotes! the private ownership on land 
and market oriented agrarian production by 
filling the vacuum in Ihc market linkages. 


1ABI I- S; Rfl OVI-KY n|. I.UANS 

(HsUMi) 


Yeai 

Collection 
1.11 gel 

Collections 

(Percent) 

Overdues 

(Percent) 

1984-84 

41 007 

24.78 

17.29 


(118)) 

(57,9) 

(42.1) 

1984-85 

4S /9 

49.85 

15.94 


(100) 

(65 2) 

(44.8) 

1985 86 

so 67 

42.48 

18.19 


(KK)) 

(64.1) 

(35.9) 

19X6 87 

49 87 

46.25 

J3.62 


(100) 

(72.7) 

(27.3) 

198/ 88 

5197 

42 82 

11.15 


(KX)) 

(79 4) 

(20.6) 


Noif In I ‘ih ^ K4. the share of overdues lo the 
loi.il collection iMget was highest, the 
reason tor this as given lo me was that in 
1 OS 1-S4 heavy rains destroyed the crops 
and l'lS1-}t4 there was severe drcMighl. 

SfHin e. Annual Reports of the Society. 


Taw r 6 Loan Abstkact 


Years 

Defaulters 

Amount 
(Rs Ukh) 

1987-88 

”536 

It 

1988-89 

574 

15 

1989-90 

1554 

62 

Nolei. A 

Total loan waived—Rs 11,66,! 


I Rs '1.00.4711 fmncipal)-f 2.66,088 (fn- 

leiest)). 

B lotal principal overdue by June 1990 
Rs 62,18,544 minus principal waived 
Rs 9,iX),478 = total principal overdue 
Rs .54,18,056. Though eligible mem¬ 
bers lor loan wais er ate only 353, and 
amount insolvcd is Rs 11,66,566, 
nearly every meniher-tormerhave re- 
fused lo repay the loan. 

Sonrrf 1 oan 1 edget.s of the .Society. 
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This piesence of ‘welfare state' was mani¬ 
fest in the co-operative institution which 
helped the early gainers from the land 
reforms in providing initial capital tocariy 
on their agricultural operation through 
easy credits. Secondly, like price support 
system, the co-operatives provided die 
farmers an opportunity to operate in the 
market with some bargaining positions. 
The marketing operations of the co -opera¬ 
tives, e^cia lly in paddy, helped the farm ■ 
ers to get remunerative prices of their 
produce, 'rh'irdly, co-o|>eratives became a 
majorvehicle for extent ion of Green Revo¬ 
lution technology. Because it provided 
chemical fertilisers on credit (to be paid 
after agricultural produce comes in ttie 
hands of the farmers), it became possible 
for the middle farmers also to take up the 
agenda of ‘grow more’. Marketing sup 
port already be'mg present in co-opera¬ 
tives. this phase witnessed a transforma¬ 
tion of the co-operatives and that was from 
credit service to business enteiprise of 
paddy processing and maiketing. Iheover- 
all pattern seems that land reforms re¬ 
quired institutional back up in retaining 
the benefits to its beneficiaries and co 
operatives filled the gap. The next phase 
of the Green Revolution was possible (even 
in a milder form especially in the area 
which is certainly not a green belt of AP) 
because the institution of co-operative was 
there to carry the agenda forward. Farmers 
(the beneficiaries of the land reforms) 
henceforth could take advantage of the 
higher productivity through ‘input sup¬ 
ply' by the co-operatives and its mariret 
Biqiport. In this way ttie PACS were an 
important linkage between land reform 
and the Green Revolution in these vil¬ 
lages. Hence, the co-existence of dual 
argument of ‘equity’ and ‘enterprise’ in 
PACS.* 

Next comes the point of social ramifica¬ 
tion. ‘Welfare state’ did provide all these 
but it had to provide something because its 
l^itimacy depended on the satisfaction of 
its clientele. The clientele was not a ho¬ 
mogeneous group. Agrarian structure con¬ 
sisted of multi-layers of proprietors (in 
terms of volume of landholding and its 
caste nexus). Land reform satisfied one 
essential and common grievance; aboli¬ 
tion of jagirdars and zamindars. But be¬ 
yond that it all depended on which was the 
emerging group and what were the caste- 
class-power dynamics in different areas. 
Hence, land reform benefited the rich peas¬ 
ants, emerged middle peasants of ‘other 
castes’ and ‘backward castes’. The ten¬ 
ants of lower castes and landless labourers 
were left outside the purview of perma¬ 
nent benefits of die land reforms. This 
hybrid lulirtg elite as clientele needed 
ftirther benefits if it was to sustain itself 
[especially the newcomers of proprietors 


with low capital base). The state through 
its organs and various institutions did 
provide these much needed subsidies, 
protection, credit and marketing support. 
This in turn sustained the political 
regime’s legitimacy. The last phase of 
‘productivity agenda’ itselfwas aresponse 
to die clientele’s uige of ‘enterprise’ in If' 
agriculture. 

In this whole process, certain deadlock 
has appeared' the clientele has learned 
tlie language ot market and acquired the 
power to sustam the ‘subsidy’ —a free¬ 
dom coupled with benefits from the 
state. It no lungei needs talks of social 
agenda of restructuring (equity issues) as 
ruling elite of the villages but its business 
drive forces it to ask for more subsidy 
and makes it profitable to have it ' Loan 
waiver scheme is a pointer to this. The 
harm this ongoing ‘subsidy’ does to die 
basic institution of PACS (which has made 
this ‘subsidy’ possible) may be of no 
relevance today to this ruling elite 
because it has by now well established 
itself. But in this process, small farmers 
(if not landless latourers!) are definitely 
going to be the losers.* 

Nevertheless, I am not arguing that land 
reforms guarantee the emergence and suc¬ 
cess of PACS. But It seems that the limi- 
tations/faihircof land reform lay the struc¬ 
tural foundations of the limitations/fail - 
ure of the PACS and Green Revolution. I 
argue for this hypothesis because theoreti 
cally speaking wherever land reforms have 
failed (at least in throwiiig away the non¬ 
cultivating groups and establish'mg the 
cultivatingowners), die groups which need 
co-operatives did not emerge. Similarly, 
agricultural transformation has remain^ 
elusive in those areas. A second point 
which needs to be emphasised is and per 
haps ignored in the understanding of the 
rural co-operative as organisations in In¬ 
dian context is that rural co operatives’ 
working hit^ been related to bridging die 
gap between land reforms and Green Revo¬ 
lution by providirtg the institutional back¬ 
up. These sociological agenda though ap¬ 
pearing different and discreet are logi¬ 
cally interconnected and represent the pro¬ 
cess based on the real face of land reforms. 

The bene ficiaries of land reforms and Green 
Revolution needed the PACS as is evident 
in the form and content of the PACS. 
Agrarian transformation and PACS were 
defined and characterised by diisdiscourse 
where the interests were articulated in the 
organisational forms and the organisation 
of co-operatives in tumprovidecMacilttated 
the articulation of a stream of interests. 

Notes 

(The Kleas contained in the paper were pre¬ 
sented. 'or the flrst tune. In their nascent form 
during a National Seminar on Land Reform and 
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Rural Chaage held at NIRD, Hyderabad 
dutiag December 1991. Subsequently, re-for- 
mallon and crystallisation has resulted in the 
form of this paper. 1 am thankful to Sharit K 
Bhowmik, Tushaar Shah. Debi A'asad Mishra 
and Shankar Oatta for their invaluable 
comments and suggestions which helped me 
considerably in improving on the earlier draft of 
the present paper. Any errors that remain arc 
mine.] 

1 As mentioned earlier, the nature ot participa¬ 
tion and articulation of the demands was 
reflected in the proclaimed ideologies (even 
of socialist variety) and the concrete 
programmes of Indian National Congress. 
The character of this agrarian structure is 
important in understanding the nature of wel¬ 
fare state and the agrarian measures follow¬ 
ing in th^ post-Independence period. 

2 Sociologically, diis change has been described 
as ‘cumulative’ to ‘dispersed’ inequality 
(Beteille 1974:85]. 

3 Batu explains this on a broader canvass: 

1 would like to divide Indian society into 
basically three layers, one constituting the 
business classes, consisting of two 
elements—the national bourgeoisie, and 
some remnants of the collaboiationist 
comprador bourgeoisie. Now there is a fur¬ 
ther distinction that I must make, between 
what I might for the moment term the big 
bourgeoisie and the regional bourgeoisie. I 
have been doing some work on recent de¬ 
velopments in Andhra Pradesh, and I think 
one very important and relatively recent 
developmentthereand in many other places 
is the rise; over the past 10 to 15 years, of a 
regional bourgeoisie quite strongly fight¬ 
ing for their own share of the national mar¬ 
ket. The Khamma capital of A ndhra, or the 
Marwari capital of Guj<iral. or the Maratha 
sugar-barons of Maharashtia who repie- 
sent the rich peasantry that has for the p>ist 
30 years fought the entrenched Parsi- 
Qujarali business classes of Bombay—these 
regional bourgeoisie are toda y active! y con¬ 
flicting with the Tatas and the Hirlas. 'there 
is sometimes an alliance between these in¬ 
terests and say the interests that Devi Lai 
would represent in Haryana; together they 
would represent the upper stratum of In¬ 
dian society. This is a general statement, of 
course, for there arc hundreds of variants 
across regions. As against this, there is the 
bottom stratum, of the working class and 
the rural landless. The intermediate class is 
neither of these; it is an amorphous class, 
which has come into being as a result of the 
political processes of the past 30 years... 
[Bam 1990:57]. 

This rating elite as different ffom the hybrid 
coalition hks supported the system peace¬ 
fully at least till 1975, and after that with 
fractures (Patnaik 1985, Baru 1990 and 
Kaviraj 1988]. 

4 Kavirqj says, “that we should be conceptually 
more sensitive to the historicity of this ruling 
coalitkm. It is a coalition which is constantly 
in flux: first, many of the policies of the 
ruling coalition in the sute are self-directed. 


in die sense that it is trying to transform itself 
and its relative {uivileged beneficiary of poli¬ 
cies directed at society, but in doing so are 
also directed at itself. The other thing is that 
in order to understand politics, we must also 
understand the double valued nature of each 
movement, which arises out of the coalitionai 
nature of state power" [Kaviraj 1990-64). 

5 Generally, the cropping pattern in the aiea is 
as follows; on dry land—jowar and chillies 
(rabi); pulses and cotton (khariO, on wet 
land—groundnut andsuaflower (rabi); paddy 
and sugarcane (rabi/ldtariO- 

6 Ihis anomaly has been read by Auwood and 
Baviskar (1987) as the fine blending of the 
two in the successful sugar co-operatives and 
implicitly the Uiumidi of democratic social¬ 
ism. On the other hand, Breman (1990), high¬ 
lighting the basic contradictions between tfie 
ruling elite and the agricultural labourers, has 
seen it as part of the broader story of boor 
geoisie dominance in agriculture. Therefore, 
he calls the same sugar co-operatives as cor¬ 
porate entities. 

7 Quite similar to this trend, as it seems to me, 
is the observation; ‘‘I understand—the inesi- 
lable logic of what Gramsci would call 
dcinc4>ilisation of the movement—diat there 
IS a strong connection between taking on the 
passive revolution kind of strategy giving 
over the ta.sk of bourgeoisie cultural iranstor- 
mation over to the slate. It is the ta.sk ol the 
movement in the initial phase to suture a 
coalition which is as large as possible, but 
after it comes to power this coalition itself 
threatens it in a sense. And it must find ways 
of demobilising it..." [Kaviraj 1990:65]. 

8 I am tempted to see a ‘legitimationcrisis’ 
developing for Indian state from this pro¬ 
cess, though Habermas (1973) has posed the 
problem for western capitalist states. 
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Financial Dualism and *WtuaI’ Interest Rates 

Case of India 

Wojcicch W Charemza 
Sabnta Gliatak 

Duality of money markets is a ubiqu’tous phenomenon in less developed countries Yet, a few vital questions have eluded 
the focus of researchers md policy-makers: What role does the market structure play in the existence of dual interest rates? 
What are the methods of correcting distortions in the money imuket ? Do interest rcaes in the organised money market affect 
interest rates in the morganised money market? 

Analysing the case of duality in Indian money market, this study presents a simple theory ofdualUy and offers explanations 
through two new concepts, viz, 'virtual’ interest rates and 'virtual' money. 


Introduction 

IT has now been widely acknowledged 
that the existence of two Afferent types of 
money markets—one organised (OMM) 
and the other unorganised (UMM)—has 
important implications for the conduct of 
monetary policy in less developed coun¬ 
tries (UX:s) [Gbatak 1976; Taylor 1983; 
van Wijnbcrgen 1983 (a); 1983 (b) and 
1985]. A dual money market could com¬ 
plicate the smooth operation of monetary 
policy as it implies the presence of two 
very different interest rates—one for the 
CMM and the other for the IJMM. Such 
dual rates are actually observed in many 
LDCs [von Pischke et al 1983 and Ghatak 
1976]. The two segments of the money 
market are separated for a variety of rea¬ 
sons: c g, differences in transaction costs, 
informal system of loan administration in 
the UMM, pattern of flexibility of loan 
operation, asymmetric flow of informa¬ 
tion, problems of moral hazard and ad¬ 
verse selection, etc [Ghatak 1976]. The 
quantity of loans of a particulv boirower 
is generally determined by his/her ‘credit- 
worthiness* (e g, the 'asset* or landhold¬ 
ing) and ability to repay; tenurial status; 
lenders* information about the borrowers 
and the nature of moral hazards perceived 
by lending agent. These dual rates, if 
unconnected, could render the use of offl- 
cial discount rate rather ineffective either 
as a weapon for controlling credit m as a 
device to raise savings and investments 
and thereby the rate of economic growth 
[McKinnon 1973; Shaw 1973; Kapur 198S 
and Fry 1988]. Ihese have been investi¬ 
gated at length recently. However, there 
are other important issues which have 
received less prominence in discussion of 
dual money markets in less developed 
countries (LDCs). For instance, what role 
does the market structure play in explain¬ 
ing the emergence of dual interest rates in 
LDCs? How do we correct distortions in 
the money markets of LDCs? Do interest 
rates in the CMM affect rates in the UMM? 


Most writers, so far have emphasised the 
role of risk and unemtainty premium in 
explaining the high UMM interest rates in 
LDCs[BoUomley 1971; 1975;Gbatak 1975 
and 1983]. In this paper we offer a simple 
theory to explain the aistence of dual 
interest rates in a single economy. We 
then develop the concept of ‘virtual* inter¬ 
est rate and 'virtual* money (Neary and 
Roberts 1981] in LDCs Mien a section of 
the money market is constrained, i e, fails 
to satisfy all the demand. Such 'virtual* 
rates are notional equilibrium rates for the 
utility maximising agents facing credit 
constraints in the OMM. Next we specify 
the relationship between the CMM and 
UMM rates when mon^ markets do not 
clear and explam how ‘virtual* rates clear 
the markets. It has been argued by the 
‘Structuralists* that the practical useful¬ 
ness of financial liberriisation due to 
rise in interest rates could be limited in 
LDCs because such rise in rates in the 
CMM lead to outflow of funds from the 
UMM [Taylor 1983; van Wijnbergen 1983 
and 1985]. Thus credit shortage raises 
interest rates in the UMM and a conse¬ 
quent fall in the level of investment and 
output. Structuralists therefore, argue that 
a positive interest rate policy could be 
counterproductive. 

Clearly, the strength of the arguments 
stated by the ‘structuralist’ school depends 
on a number of ossumptiops; e g, it is 
assumed that both the UMM and the CMM 
operate smoothly and the funds flow freely 
between the UMM and the CMM. The va¬ 
lidity of such assumptions are empirical 
issues. 'Ihe ‘structuralist* ai^ument would 
be validated if the UMM rates readily re¬ 
spond to changes in the Bank Rates in the 
CMM. A rigmous analysis of the relation¬ 
ship between tbe CMM and the UMM rates 
in a LDC, i e, India, is the primaiy focus of 
this paper. Furtho', we suggest a method to 
measire 'virtual* interest rates to indicate 
tbe extent of changes to be made in the 
'repressed* rates of the CMM to promote 
greater integration of the dual money mar¬ 
kets. So estimates are useful as they ap¬ 


proximate the determination of ‘equilib¬ 
rium* interest rates in a LDC with seg¬ 
mented money markets. ' 

II 

Model of Dual Interest Rates 

It is possible to analyse tbe existence of ^ 
dual interest rates in a money market in a > 
simple way (Figure 1). In figure 1 we 
measure interest rate on the verticBl axis 
and the demand for and supply of loans on 
the bcarizontal axis. If the market clean, E 
will be the equilibrium interest rate when 
D^, is tbe demand for and S,^ is the supply ’ 
of loanable funds in the economy. But, in 
most LDCs, the money market can be 
regarded as imperfect, exhibiting atrong ' 
characteristics of oligopolistic controls. 
In many LDCs. a few major banks and 
financiri institutions control a very sub¬ 
stantial proportion of total supply of loan¬ 
able funds. Suppose, riiese financial insti- , 
tutions seek to maximise their utility which 
now depends on two arguments, the price 
of loan (r) and the quantity lent (Q^). They 
will be indifferent with some combination 
of and r and this is shown with the 
indifference curves like I, and I^. Tbe 
budget constraint facing the financial in¬ 
stitutions is given by the line D^^. Banks 
optimise by choosing a point like F Micre 
the indifference curve is tangent to the' 
budget line. Here the interest rate (r) it, 
higher than the equilibrium rate (r,) In a • 
competitive market and tbe amount of 
lending is also lower (Q^ < Q^). Tbit 
simple diagram clearly illustrates the 
emergence of dual rates and credit restric¬ 
tions in a competitive and non-competi¬ 
tive market structure. '' 

Frequently in LDC!s, while severe epedit 
constraints operate in theOMM, tbe UMM 
acts as a clearing bouse, lugute 2 illus¬ 
trates. Due to a state of 'financial repres¬ 
sion*. interest rate in the OMM is at a very 
low level (r,) and an excess demand 
fixed for loan (-AB) exists. To clear this 
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xcess demand, the interest rate in the 
FMM rises above fixed rate in the 
FMM and the market in aggregate dears 

t r* = r* . 

tt 0 

In a dual financial market, borrowers 
an borrow a certain quantity of loans 
rom two markets—organised (0^^) and 
norgani$ed(Q_j) Thus, aborrower’sutil- 
y function (U) is 

U = + (1) 

'ith constraint 

'here r^ = unorganised maikct rate of interest 
r^ = organised market interest rate 
m s initial money endowments 
Initially, we assume that is constrained 

> Q^. Maximising (1) with (2) gives the 


Clower-Benassy type of the effective de¬ 
mand function 

The demand correspondence for the offi¬ 
cial market is given by: 

(4) 

But, given the features of the dual financial 
markets, it is useful to assume that is 
also constrained to . 

This yields the equation for r^: 

r.»h(r,.0,a-0,s."“*) (5) 

The virtual interest rates (r,) can then be 
defined as [see Neary and Roberts, 1980]: 

/JiL (6) 


And the ‘virtual’ money as: 

m. = m + (r. - r,)Q^ + (r, - 

The virtual interest rate, r, is the rate for 
and which supports the quantity 
as a result of the quantity 
unconstrained utility maximisation for 
U *Ul{Q_j^+Q^), mj. Figure Bexplains the 
ooBoept of virtual prices where m is plotted 
against the total of s -f Q^. Since the 

market is quantity-constrained, the iso¬ 
utility curve is not tangent to the budget 
constraint. However, U is tangent to the 
line A’B' which shows the budget line 
under virtual rate of interest wifh a slope 
equal to r^. Thus, r is the price which 
would have appeared if the unconstrained 
consumption demand was equal to the 
constraints imposed. 

In what follows we will specify the 
empirical tests of the association between 
the rates in the UMM and OMM. The data 
for the UMM rates are available for the 
Indian economy and these are usually 
called the hundi rates or the bazaar rates.' 
The official Bank rates are known as the 
discount rates. This will be followed by 
the analysis of the virtual interest rates. 
Finally, we will provide some long-run 
solutions of the virtual interest rates for 
the Indian economy for 1950-86. Due to 
the availability of the long-run data on 
hundi rate, we have used it as a proxy for 
the bazaar rate. 

Ill 

Econometric Results 

The previous section suggests the follow¬ 
ing long-run specification of the relation 
explaining the hundi rnterest rate (the UMM 
rate) for India All data are in natural loga¬ 
rithms. 

hr, = otdr, + Pm, + u, a < o, P < o (7) 
where 

hr, - estimated bazaar real interest rate^ 
dr, - official real interest rate 
m, - real money supply (Ml) 
u, - an error term 

The variables which aj^ar in (1) have 
been tested for the level of integration [see 
Engle and Granger 1987]. It is required that 
all the variables in a long-run equation are 
integrated in the same order (i e, that their 
i-th differences are stationary). The aug- 

Tabu! 1 : Augmented OiCKEY-PuaEa Thsr 

POR lyrEGRATION 


Variable 

Levels 

First 

Differences 


2.20 

-2.28 

4r, 

0.87 

-2.92 


0.84 

-2.95 


n 
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mented Dickey-Fuller ADF test for 
tUlionerity of levels and first differences 
[seeDickey and Fuller 1979 and 1981] gives 
the results as in Table 1. 

Results from Table 1 show that levels of 
the variables hr,, dr, and m, arc not station¬ 
ary, but that their first differences are sta¬ 
tionary (critical values of the small-sample 
ADF test are given in Blangiewicz and 
Oiaiemza (1989). Consequently, we can 
wlmit that ail thrw variables are integrated 
of order 1. 

Totestcointegration of the long-run equa¬ 
tion (i e, to check whether the error tetm in 


(1) is stationary), the equation has been 
est im ated by mdinaty least squares (ULS) 
and the ADF coinlegration test has been 
computed [Engle and (jranger 1987], 'Fhc 
results are as follows: 

hr, = 1.517dr, - 0.295m u, (8) 
(0.0453) (0.0782) 

R> a 0.904 o * 0.159 DW * 0.679 

ADF »-3.58 

where R* is the coefneient of determina¬ 
tion, O is the residual variance. DW is the 
Durbin-Watson statistic and hcteroscedasti- 
city/consistent standard errors of* the 


parameters estimates arc given in brack¬ 
ets. Although the Durbin-Watson statistic 
(DW) is quite low. so that the model does 
not pass the ad hoc cointegration test 
[Banetjec et al 1987], i e, R*>DW, never¬ 
theless the ADF statistic is low enough to 
be significant at 0.05 level. Consequently 
we have some rationale to accept the hy¬ 
pothesis about cointegration of the 
analysed Variables (for the initial values at 
the multivariate ADF test see Blangiewicz 
and Charemza 1989). 

llie estimated equation (1) cannot be 
used for a more detailed analysis of the 
market because of lack.of proper dynam¬ 
ics, indicated by the low Durbin-Watson 
statistic. Therefore for estimation of the 
virtual interest rate we have used the 
autoregressive-distributed lags of coder 1 
(ADL( 1 ]) form of the model [Hendry and 
Richard 1982 and Cuthbertson 1985, 
p263]. 

hr, = 8,hr,, + u dr, + o,dr, 

+ P.,"’. + Pi«^. I + W 

The OLS estimates of the euqation (2) are 
the following:’ 

hr, = 0.758hr,, + 0.606dr, + 0.212dr., 
(0.0530) (0.129) (0.124) 

+ 0 453m, - 0.592m,^, 

(0.127) (0.109) 

R’ = 0.998, o’ = 0.0698, DW * 2.26. 
AR3F(3.27)=0.38.00MFAC-F(2.30)*4.60 
CHOW-F (5.25)-1.21 hr-F( 1,31) *85.48 
dr-F (2,31) = 12.56 m-F (2,31) =9.05 

The additional diagnostics for this equa¬ 
tion are: AR3-F = F-test for testing joint 
autocorrelation of the residuals up to 
order 3; COMFAC-1** test for one common 
root; CHOW-F=Chow test for stkbility of 
the model predictions for up to five peri¬ 
ods ahead computed for the model esti¬ 
mated for a sample from 1952 to 1981, 


Tam b 2: Real Inierbst Raies— EsnMAtBD 
Bazaar, Official and Virtual Ratbs 


Year 

bsumated 
Bazaar Rale 

OffiCMl 

Rale 

Virtual 

RMe 

1970 

3.60 

1.89 

2.25 

1971 

3.67 

2.31 

2.99 

1972 

4.04 

2.56 

3.32 

1973 

4.32 

3.20 

4.14 

1974 

4 07 

3.49 

4.16 

1975 

4.39 

3.04 

3.60 

1976 

5.96 

3.57 

4.33 

1977 

5.72 

3.39 

4.07 

1978 

5.66 

3.51 

4.23 

1979 

5.71 

3.67 

4.42 

1980 

5.77 

3.71 

4.46 

1981 

5.54 

3.95 

4.74 

1982 

6.64 

4.08 

5.02 

1983 

7.45 

3.97 

4.86 

1984 

6.88 

3.87 

4.78 

1985 

7.18 

3.98 

4.92 

1986 

7 08 

3.99 

4.92 
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with data for 1982-86 left for the predic¬ 
tion period and hr-F, dr-F, m-F = F-test$ 
for joint significance of the particular 
variable (contemporaneous and lagged) in 
t the model. For all the tests in F-form, the 
number of degrees of freedom is given in 
brackeu. 

The results seem to be satisfactory. Es¬ 
pecially the ex-post forecasting properties 
of the model for up to five years ahead 
'are good. Figures 4 and S show the step¬ 
wise (1 -step ahead) Chow statistics scaled 
hy the critical'values and the 1-step 
recursive residuals with the confidence 
interval equals to ±2 standard errors. 
The figures indicate stability of the esti¬ 
mated model. The COMFAC statistics is 
significant, which denies the possibility 
of reducing the number of estimated pa¬ 
rameters by imposing a common-factor 
restriction. 

The sequence reduction of the model 
does not lead to sensible results [Hendry 
1989, p S9). Especially estimation of the 
model in first differences of the variables 
with an error-correction mechanism failed 
to provide an interpretable result. We have 
therefore decided to use the above esti¬ 
mates as a base for computing the virtual 
intoest rate. 

The static long-nin solution of the esti¬ 
mated equation (9) is the following: 

*1.630dr-0.574m, (10) 

(0.097) (0.224) 

|waldX*(2)-S91.7 


where the Wald X’(2) statistic is for the 
Wald test of non-lincar restnetions of the 
estimated parameters. 

According to its derinition, the virtual 
interest r^ equates hr, to dr, given the 
existing constraints on m,. Hence, the long- 
run equation (7) can be re-written as; 

Consequently, the virtual interest rate can 
be estimated from (9) as; 

r„ = ndr, 

where n = (S, + a„ -i- o,) 

Using the Ol-S estimates, itgives ffs 1.1523 
with the standard eircv equal to 0.0445. 

The above OLS estimate of it does not 
reflect changes of the coefficient over time. 
Hence, it seems interesting to have changes 
of It (and consequently of hr,) over time. We 
have therefore defin^ die recursive-least 
squares estimate of n as 

where S^, a,„, are the recursive least 
squares estimates of the corresponding 
coeHicients. The Bazaar, official and vir¬ 
tual intetest rates (where the latter arc 
estimated with the use of ff, rather than it) 
are given in Table 2. The results indicate 
that the greatest pressure on the money 
market took place in the period of 1982 
and 1986, because of the boom in private 
investment. 


Our average estimate of the ‘virtual* in¬ 
terest rate in India turns out to be about IS 
percent higher than the official rates. Oeariy, 
for policy formulation, the adjustment cost 
of such distortion is not high 

Conclusions 

(a) On the basis of our study, we can 
conclude that in India the Reserve Bank 
can significantly influence unorganised 
rate by raising appropriately the official 
discount rate. Our finding seems to vali¬ 
date the ‘structuralist* argument that 
changes in the official interest rate will 
have important impact on the rates in the 
unorganised money markets. The interest 
rate policy can play a mwe effective role 
as instrument of stabilisation. 

(b) Ihe ‘virtual* interest rates for India 
arc measured for a period (1950-1986) 
with the data available for the Bank 
Kale and the average Bazaar rate. Results 
(•f the cointegration stability tests suggest 
that the relationship between the interest 
rates and money supply was, in the long 
and sometimes turbulent period of 1950- 
1986, stationary and stable. In the long 
run, estimated ‘virtual’ interest rate in 
India is on average only one per cent 
higher than the ‘surrogate* bazaar rate; 
hence, the cost of adjusting the ‘distor¬ 
tion* is not high. 

(c) In a relatively ‘closed’ economy, 
dual interest rates could exist because of 
the imperfect structure, e g, oligopolistic 
controls of the money markets in many 
LDCs. Given the credit constraints and 
‘repressed’ interest rates in the organised 
money markets, the rates in the un- 
(M'ganised money markets tend to rise con¬ 
siderably to ’clear’ the excess demand for 
loans Our estimate of virtual or equilib¬ 
rium interest rates in segmented money 
markets in India suggests that such 
rates are not very high. Similar estimates 
could be made for other LDCs to observe 
the overall cost of adjusting interest rate 
distortions. 

Notes 

(The authors (hank the participants of the Inter¬ 
national Conference on Prices and Economic 
Development, Uregyong Wales. UK, for their 
coromenis. The usual disclaimer applies. Finan¬ 
cial help from the Nuffield Foundation to carry 
out a pan of (his research is also grateftiHy 
acknowledged.) 

1 The hundi rates are partly determined by a 
cartel of indigenous bankers while the bazaar 
rates are perhaps a better reflection of the 
rates in the UMM. 

2, Since data for the bazaar rate ate highly het¬ 
erogeneous and with numerous gaps, we ap¬ 
proximated the average teal bazaar rate using 
the hundi rale adjusted for the expected fti- 
ture inflatioa. 
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3 The computations wck made with the use of 
PC-GIVE 6 0 microcomputer econometric 
package All the dlagno^tlcs reported in the test 
are described in dcl4il by Hendry (I08U) 
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F DISCUSSION 

. Vt 

Minority Jrientity and Its Discontents 

Sy«(< Shahabuddin 


MUCH in Mushirul Hasan's analysis oi the 
Muslim response to the evolution ot the 
secular state ininclia ('Mim irity Identity and 
Its Discontents; Rcs^msc <ind Kemcscnia- 
tion’ by Mushirul iias.tn, /-/'W'. February 
14,1994) is inconirovcilibli- ilowcvei the 
case for secularmudetnisis as diJinct fiotn 
Islamic modernists sulfeis t'lont vital inac¬ 
curacies and omisi'ions, hiaM'd jud);incnts 
and (Meconccivcd notions 1 Ic has also weak¬ 
ened his thesis by draw'ing u|K'n tbe writing 
of little known journalists .iiid obscure and 
minor papers and by not ofleiing any evi¬ 
dence from the writings the ‘Muslim 
fundamentalists’ and the 'Islamic moh-rn- 
ists* for condemning them or even forniak- 
in| out a case against Shahabuddins who 
enjoy, according to him (and tlie Sangb 
parivar) political backing and patronage of 
the state. He has conic up with no evidence 
to support hjs thesis that the Lslamic mod¬ 
ernists are against the sccul.u order or to 
prove that tlicy are belligeient ot fan intcr- 
ctmununal discord ca- even exploit it. 

In the Muslim Indian milieu, there is 
nothing comparable to Hindu chauvinism 
exempTifiod by the philosophy, ideology 
and programme of the Sangh parivar. In¬ 
deed, except for marginal elcmcnis, Muslim 
response to the Hindulva has been to reiter¬ 
ate their commitment to .secularism. Mus¬ 
lim Indians have always su|>|)urtcd secuhir 
parties, voted for (hem, accepted non Mus¬ 
lim leadership, sought protection from and 
placed trust in the secular state. If the state, 
'the parties and the governments have not 
lived up to their expectations under pressure 
from majority communalisin or failed them 
and the country, the Muslim Indians cannot 
be held responsible. 

Yes, there have been and arc careerist 
Muslim politicians who have made and 
make deals with the political estahlisimient 
but they have been rcjcctal by the Muslim 
masses. The .so-called Muslim 'intellectu¬ 
als’ whom Hasan sees as the hope for the 
community, have also been busy trimming 
ttieir sails to the political winds and leather¬ 
ing their nest and therefore arc unable to 
provide responsible, respc'iisivc and effec¬ 
tive leadership. Bureauciats who become 
senskive to the anguish of the cominupity on 
retirement and profcssivs who become re- 
■ponsiveonreceiving financial support from 
the state or when the establishment docs not 
shower rewards equal to the expectations 
are and will remain marginal to the concerns 
of the community and therefore, incapable 
of providing leadership 

’I'hc central problem is to decide whether 
a religious minority has a political role. 
Waheeduddin Khan and, to a certain extent, 
Saiyid Hamid wish the community to tor- 
sake tlic political arena and dedicate its 
energies to education and economic uplift. 
Is there anyone who does not want educa¬ 
tion or economic uplift? But the riwt ques¬ 


tion is how to maintain a political environ¬ 
ment and a constitutional framework, in 
which such endeavours can be successfully 
earned out. If the state embraces Hindulva 
and adopts a policy of total assimilation or 
••[icn di.scriminalion, will the Muslim com¬ 
munity enjoy the freedom to set up its 
educational institutions or assure educa¬ 
tional culture which is not openly and bla¬ 
tantly anti-lslamic'' Will the Muslim youth 
liavcciiual access to public (or even private) 
employment? Muslim poliiicisalion in fact 
is only in-irginally about religion, it islargely 
alxiut preserving equality of opportunity 
and equality before law. Hasan himself ad- 
niiis that the secular parties are under pres¬ 
sure. In fact party like Congress(l) has al¬ 
ready ado()tcd ‘saffron secularism'. Even 
the left parlies wish to stand up and be 
counted as nationalist mtriots and not to 
deprive tlieinselves of Hindu votes. liasan 
or his secular ni(xlenii.sts suggest no altema- 
li vecoursc of action on how tokeep national 
politics responsive to the legitimate rights, 
demands and aspirations of the religious 
minorities, if the religious minorities were 
to opt out of politics. 

Secondly, in a religious society, a reli¬ 
gious community under pressure of assimi¬ 
lation, ^xious to preserve itsreligious iden¬ 
tity, the role of the religious establishment 
cannot be ruled out. But Hasan has not made 
out any case to prove that the Muslim reli¬ 
gious establishment, which has a glorious 
nationalist past, has been separatist or com¬ 
munal. Even JIH has come down from its 
high lundamentalist pedestal of Hukumat- 
c-ilahiya to support ifie secular order in the 
Indian context. But if Hasan tliinks that 
speaking of religious rights or of the rights 
of a religious community or protesting 
against violation of the constitutional safe¬ 
guards is perse communal, tlicrc is nothing 
to be said. By that tdien even so-called 
secular modeniists shall be dubbed commu¬ 
nal, even for organising a ‘Muslim’ meet. 
But perhaps they are more acceptable be¬ 
cause in the long run their objective is 
political emasculation and cultural assimi- 
1 ation of the Muslim community in line with 
the desire of the Sangb parivar and a large 
section of the secular establishment. 

Thirdly, Hasan is less than fair and objec¬ 
tive in tairing all Muslim politicians with the 
same brush. Many of us, who are in politics 
by choice, and bear many a blow and suffer 
many a privation, have deliberately chosen 
the wilderness and have been trying, in our 
own way, to find a viable framework for the 
Muslim community to live in dignity and 
equality in its motherland. Of course, some 
of us have refused to surrender to the fevees 
of Hindu commutialism and abdicate our 
democratic freedom but we have never 
sought confrontation or conflict. Issues have 
arisen orbave been raised by the adversaries 
and we have merely sought to resolve them 


tlirough democraticdialogue within the secu¬ 
lar framework. Since Itean has used the 
phrase ‘Shahabuddins’ he must have come 
across niy writings in the press and in Mus¬ 
lim India. I would request him to quote one 
line in support of his thesis that the Muslim 
leadership had adopted a communal rather 
than a secular approach. 

In fact, the Ulema have been even more 
cautious and have exercised a restraining 
ini luence, because of their wider and longer 
perspective in time and .space and their non- 
involvement in the day-to-day battles. 

Hasan and bis intellectual company feel 
that Muslim should not have redeted to the 
VHP plan for the Babri masjid (formulated 
at die instance of Indira Gandhi and imple¬ 
mented Inter with the support of Rajiv 
(iandlii). lie mast at least concede the pos¬ 
sibility that every suircnder would have 
whett^ the appetite of chauvinism. I am 
convinced that by taking a legally tenable, 
morally correct, constitution^ly valid and 
politically sound stand on the Babri masjid, 
we have decelerated the Hindutva rath, 
even if we have nut been able to stop it and 
thus awakened the national community to 
the perils of chauvinism and bought time 
for it to prepare itself for the battles that 
lie ahead. 

Babri masjid was demolished with the 
connivance of the state and the central gov¬ 
ernment. It was an act of vandalism. Why 
should the Babri masjid movement be held 
responsible for the weakness and vacillation 
of the secular state? Hasan should liy to 
inject a moral core in the secular order and 
not prepare the Muslims to accept the inevi¬ 
tability urilinduisation and to make achoice 
between physical liquidation and cultural 
assimilation. 

in tlie long run, the laboured distinction 
between Islamic modernists and secular 
modernists will be of no consequence. For 
one, the so-called secular modmists will 
remain alien and marginal and while they 
may be accepted and honoured and used by 
thccstablishment, they will have little influ¬ 
ence on the counie of events. For another, in 
practical terms, the secular modernists will 
nnd it dillicult to suggest a logical or effec¬ 
tive course of action other than those fol¬ 
lowed by Islamic modernists. Of course) 
Muslim fundamentalists, who equate Islam 
with political power and cannot even con¬ 
ceive of Islam without power or dream of re¬ 
establishing Muslim rule in India shall be 
equally marginal to the future of the Muslim 
community. 'Hie Muslim Indians must seek 
their destiny within the national framework 
of the secular state and the international 
framework of the rights of religious minori¬ 
ties, in an increasingly shrinking world. 
Minorities, cv^wberc, shall be 1^ to jus¬ 
tice and equality by those who chaihpion 
their quest for identity and seek a n^us 
vivenJi through integration and reject as¬ 
similation and liquidation. 

To set the record straight, I have never 
attended any meeting of the Jamiat-e-Ulema- 
e-Hind and the 'walkout', therefore, is a 
figment of Hasan’s imagination. 
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Three generations of small savers. 
Therms one thing they all trust-Units. 


Hvon people j'ener.Uions apart think rlie 
same way when ii eornes to Units. lk;eaiise 
Units help make their dreams eome true. 

Whether it’s a younK man savinf> tor a 
house of his owri. Or an older man looking; 
forward to a comfortable retirement. Or a 
lirtle Khl dreaming ot becramiiK a d^Ktor 
some day.. 

Unit Tnist has schemes to meet every 
need. Whether the need is for hi^jh ttrowtli 
or liquidity. Whether it’s tax Ivnefits or fiinid 
returns coupled with insurance cover. 

People know that with Unit Tnist, 
they can >jet what they want. Tliat is why 


the luiinher of Unit holders is f'oinn up 
so spectacularly. Tt) over 33 million today. 

Mo.st ot the.se people are small savers. 

Tliey come from every part of the country. 

Tliey come from every walk of life. They 
have different needs, different dreams. 

But they share the same abiding confidence 
in Unit Trust. Living up to this confidence is 
what keeps us going. And grtiwing. 


UNIT TRUST OF INDIA 

For your better tomorrow. 



Sisms-UT|.140.’01R 





ASameeksha Trust Publication Vol XXIX Nos 16 and 17 April 16-23, 1994 Rs2 


ECONOMIC REFORM AND BUDGET 1994-95 


MACRO-ECONOMIC POLICY IN 
TIMES OF GLOBALISATION 

m ON INFLATION AND SUBSIDY 

1 GROWTH PROSPECTS RECEDE 
AS ECONOMY SLIPS OUT OF 
CONTROL 

1 IMPLICATIONS FOR GROWTH 
AND STABILITY 

■ FISCAL ASPECTS AND REAL 
ECONOMY 

■ BUDGET AND 'STRUCTURAL 
ADJUSTMENT WITH 

A HUMAN FACE' 


11 MONEY AND PUBLIC FINANCE 
UNDER STRUCTURAL 
ADJUSTMENT 

m ECONOMIC REFORMS AND 
MACRO-ECONOMIC POLICY 

m WAITING FOR PRIVATE 
INVESTMENT 

H REFORMING AGRICULTURE 
IN THE NEW CONTEXT 

1 AGRICULTURE AND 
LIBERALISATION 

HTAX REFORMS FOR TEXTILE 
SECTOR 







Another first for Kirloskar Cummins 



ADJUObFn THE BEST AMONG THE WINNERS BS THF BUREAU OF INDIAN STANDARDS 
IN THF VERY FIRST NATIONAL QUALITY CONTEST 


Engine Power Range in 

DioselFul 4010 1800 HP 

OtiqlFuel BOljlObOHP 

CirsFutl 40 10 810 HP 


I IJ'HI'IIP, , fmuv ; 
Kothrud Pune 411029 (INDIA) 


IRAIIHHAPI 11 





ECONOMIC 




POUTICAL 


Vol XXIX Nos 16 and 17 


April 16-23, 1994 



Foundar-EdKor: Sachin Chaudhurl 


LimMd Opltoni 

KtmatAka: HokJmg Operstton—Pharmaceuticals Nafw 
Itsuet-^Banks New Ball Game—IndivUS Rela¬ 
tions. Strategic Visrt—Trade and Social Concerns 
Selective Patnotism 8M 

In the Cwttai Market $63 

Current Statletice $64 

Comsenlaa $66 

^Ranoom Reflections 
^1994-95 Budget A Total Surrender 

—Arun Ghosh 6$9 

Commentary 

Fmancial E^xpert or Wizard? 

—^ M Honavar $93 

Bahujans as Vanguards BSP and BMS 
m Maharashtra Politics 

~ Mahesh Gavaskar 895 

Atrocities on Oalits in Gulbarqa Upper CaMe 
Hold on Police 

—^broso Pmto SJ $97 

Viability ot Rural Bank Branches 
—Analyst $99 

Union Budget and Decline in Educational Effort 
—K S Chalam 901 

New Policy ot Containment 

—R(^i Chakravont 905 

Japan's Constitutional Onbate 
—SPSeth 907 

PerspecUvea 

Goan Inteitectuals and Goan Identity An 
Unresolved Conflict 

—Pramod Kale 909 

i^Ravlewa 

^iiplanation and Prescription 

—Sumania Baner^ee 913 

ATaleofTwoCuunlnos Chma and trxfia 
—Ashima Goyal 914 

Special ArBclea 

Macro-Ecor^omic Policy m Times of Glnbaiisalion* 


—Prabhat Patnaik 
Mor>ey and Public Fmanco under Structural 
Adiu&tmerit I ho Indian I xpenence 
—Mihir Rakshil 
On Inflation and Subsidy 
—Ranjit Sau 

Economic Reforms and Macro-Economic Policy 
—Smha 

Growth Prospects Recode as Macro-Economic 
Situation Slips Out of Control 
—Arun Kumar 

ImphcationB of 1994-9f> Budget for Growth and 
^ebibty 

—Tapas K Sen. M Govmda Rao. 

Madanmohan Ghosh 
Waiting for Private Investment 
—Pulapre Balaknshnan 

^^udget 1994-95 Fiscal Aspects and the Real 
Economy 
—V M Dandekar 
Tax Reforms for Textite Sector 
—Mahesh C Purohrt 

Agriculture and Liberalisation Some Implications 
tor Development Policias 
—VMRao 

Reforming ^ricuiture In die New Context 
—C H Hanumantha Rao 
The Budget and 'Structural Adiusiment vrtth a 
Human face* 

—K Seeta Prabhu » 

Special Statlatlca 
Letters to Editor 


917 


923 

937 


945 


953 


969 

979 


963 

993 


1005 


1011 

1029 

879 


ECONOMIC AND POUTICAL WEEKLY 

Hitfcarl House 

284 Shahid Bhagatslnj^ Road, Bombay 400 036 
Phones 2616072/73 Grams Econvveekly 
Editor Krishna Rtf 

Seniof Assistant Editor Padma Prakash 
Aasisiant Editor Rustam Singh 
Editorurf Staff Cleatus Antony, Prabha Piltai 
Gautam Navlakha (Oet^i) 

Circulation A S Shetty, B S Sharma 
Advertisement Manager S G S Subramanuin 
Manager K VIlayakumer 
EPW RESEARCH FOUNDATION 
C 212. Akurii Industrial Estate. Kandivli (East) 
Bombay 400 101 Phones 687 3038AX>41 
Director 
SL Shady 


Economic Reform and Budget 1994-95 

The experience of the Indian economy in Ihc recent months has been quite 
bizarre; foreign exchange reserves have kept piling up, with the government 
apparently not knowing what to do with them, even us economic growth 
continues to a^^hy. Why docs a government lind itself incapable of pursuing 
expansionary'economic policies even in situations characteri.sed by industrial 
\/' s^g^i^^l^ and accumulating foreign exchange reserves'^ Ibis is an important 
ehcal ilssue. 917 Ibe major flaws in the structural adjustment 
igramme lie in two areas and there is no serious attempt in the 1994-95 
budget to Correct them. First, there is insufficient appreciation of the 
impottance of infrastructural investment and largc-.scalc deployment ot 
resouices in selected indu.strie.s in order to make them internationally 
competitive within a specific time-frame. Second, the government does not 
seem to have any effective plan for raising agricultural investment and 
production—a lapse that augurs badly for the long-run internal and external 
balance of the economy. 923 The ‘New Economic Policy’, having opened 
up fresh avenues of making quick money by the affluent middle class and the 
top rich, has paved another channel of inilation: the wealth effect emanating 
from paper-wealth made in the stcKk market, while industry iangui.shes in 
stagnation. 937 As it was with the decades of planning and demiK'raiic 
socialism, so also now, limited market-1 riendly reforms arc for the rich and 
the privileged. But the process is unlikely u> he sustainable. Low growth and 
stagnation might cause a reversal. Alternatively, even if growth rates do pick 
up along a consumption-led path, it may turn out to be unsustainable in a 
.situation where the distribution of the benefits of growth results in what has 
been referred to as ‘unaimed opulence’. 94S The unwillingness and/or 
inability of the government to control its own expenditures in areas where 
they need to be cut has rc.sultcd in strategies to reduce the fiscal deficit which 
are questionable and counterproductive. While these strategics continue to 
hold sway, the measures to promote investment contained in the latest budget 
arc almost entirely confined to the supply side, although available evidence 
suggests that the problem lies on the demand side. 969 The lowering of 
customs duties and reduced public investments have meant a narrowing of 
the home market and dependence on the private sector to promote growth. 
However, the expected supply side responses have not been forthcoming 
due to lack of demand in spite of the rise in budgetary deficits. What has 
been in evidence instead is co.st-push inflation. 953 The cuts in 
government capital spending are at the root of the slow growth of industrial 
activity in the past three years. The government has been left waiting for 
private investment. 979 The most glaring failure of the 1993-94 budget 
is the lapse in fi.scai discipline as reflected in the fiscal deficit. To judge 
whether this is a failure of the finance minister, his government or of the 
entire polity and economy, one needs to look into the ti.scal deficit in greater 
detail. 983 The economy is not likely (o see a major turnaround in 1994-95 
for two good rea.sons; first, the nature, pattern and conditio[\^ of invc.stmeiit; 
and, second, the pattern of channelling of domestic savings. 889 If the 
heroically assumed revenue buoyancy docs not materialise and the finance 
minister is unable to contain non-development expenditure, as happened in 

1993- 94, we will be facing disaster. 893 Agriculture can work as the 
biggest safety net in the process of structural adjustment by .softening the 
rigours of inflation as well as by raising income and employment for the 
vulnerable sections of the population. But this calls for broadening the 
domestic agricultural base by stepping up public investment in irrigation, 
research and extension and in education and skill formation. 1005 Tlic 
locus of government policies needs to shift from helping and .subsidising the 
organised parts of the economy to building up the economy in the va.st 
unorganised parts, in particular promoting broad-based agricultural 

growth. 999 International experience with structural adju.stment programmes 
.suggests that they often lead to deterioration in .social sector development unless 
specific measure.s arc taken to avoid such an occurrence, llie impact of the 
budgets presented since 1991-92, and in particular the budget proposals for 

1994- 95, needs to be examined in the light of such apprehensions. 1011 The 
finance minister’s claim that the budget for 1994-95 conslilutcs a leap towards 
rationalisation of tax policy is shown to be untenable by an analysis of the 
changes in union excise duties on the textiles .sector. 993 Finances of the 
Union Government: .Special Statistics. 1029 


LETTERS TO EDITOR 


Working Class and Left Front 

I 


S N ROY in his leitcr (1 obru.iry 12) de 
nounces the roniantinsm displayed in the 
report of the Kanon i Juie Mill workers Me. 
however, errs muth mine uravely in going 
to the other extreme of defending the timid 
passivity of the established union bureau¬ 
cracy in the laie of the onslaught of manage 
ments 

Roy repeatedly einphisiscs that the new 
dispensation following on the liberalisation 
of the economy has put I iboiir on the defen¬ 
sive and at a loss to lountii man.igemcnt 
offensives He feels that th< union leaders have 
nochoiccbut to bow down to the wishes of the 
management Such an ahistonial ireanncnt 
enables him to gloss over thi bankruptcy of the 
left trade union leadei ship in Bengal in particu 
lar and in India in general that has brought 
things to such a sony p iss 

Trade unions instead of being just the 
means lor securing belter working londi 
lions and economic benefits arc more im 
porlantly oiganisations that must politi 
cally educate the working class tor mass 
action to gain control of the means of 
production Ide illv the leaders should be 
members of left pirties with a clear 
programme ol revolutionary seizure of 
power This is cspei i illy necessary be¬ 
cause the capitalists invariably resort to 
buying up workers cre iiing stooge unions, 
using lumpen c k nic nts and the state ma 
chincry to break unions and it none of 
these succi td to siphon off funds and shift 
production to arc is wbcie laboui is not 
organised All this is imply borne out by 
the report on the Vic ton i Mills case (Janu¬ 
ary I 8) 

Sadly the left tride union leadership has 
failed miserably in this respect There has 
been little ittempt to brewden the base of the 
left trade unions by using the resources ol 
the trade iiiiions in the oiganised sector to 
educate the vast majority ol the workcis in 
the unorganised sectoi Most glaring hav 
been the irresponsible cconomism of the 
unions of workeis in the public sector and 
government bureaucracy which have fnt 
tered away the gams of inoie than i century 
of struggle ol workers all over the world 
which h id lorced c ipitahst states to enact 
labour welfare legislation and implement 
them at least in undertakings owned directly 
'ly the state 1 he thrust of unionism in India 
las been towards pressing tor nationalisation 
. a cure lor all ills 1 here has been little 
'idcrsianding of ihi fact that the capitalists 
'th national ind iiitcrnalionai, have pro 
gressivcl> g lined moic control of the stale 
i^parattis and us«d the tesoiirccs and scr 
viixi ol the nation disc'd sector for pnsate 
accumulation through rent seeking activi 
ties and outright Ir uul Hus cninimal abdi 
cation of rcvolutiop irv lesponsibility by the 
left trade union leuleisliip is one of the 
pnme reasons whv thegoscmmcnthasaban 
cloned the notion of a sex lalistn state or even a 


welfare state and has adopted the new eco¬ 
nomic policy based onafree market economy” 

The left trade umons could hardly do 
otherwise as the left parties themselves had 
forsaken the path of revolutionary class 
struggle tor participation in bourgeois par- 
liamentarydeniocracy Participation in elec¬ 
tions and bourgeois government can only be 
a temporary means for enhancing revolu¬ 
tionary class struggle but not an end in itself 
Yet, in Bengal over the past decade and a 
half we have witnessed the enactment of the 
absurd farce of the Left Front goveinment 
scuttling a militant labour movement in 
order to icmain in power within the bour¬ 
geois set up This has now reached its logi 
cal denouement in Brearly and Jain doing 
what they have done with the Victona Mills. 
In tandem with the tremendous growth in 
complexity and pervasiveness of capitalism 
world wide in India too there have been sea 
changes in the industrial, financial and com¬ 
munications sectors over the decades of the 
70s and 80s Simultaneously massive envi¬ 
ronmental degradation and poUuuon caused 
by industrial development has called into 
question the post enlightenment assumption 
that man can play around with nature at will 
Finally the collapse of the Soviet Union has 
shattered many dear shibboleths Few, if 
any among the ideologues of the traditional 
left comprehend the implications ol these 
developments and the challenge that they 
have posed to orthodox Marxist theory and 
practice The left trade union leaders are in 
even deeper waters No wonder then that 
‘unions arc perplexed how to face the on¬ 
slaught ol management and protect work 
ers’ interests” 

Militancy of the working class is not 
something that is fabneated but is bom of 
the anger and frustration ansing from ex¬ 
ploitation by the capitalists After long years 
of class collaboration the likes of Roy are 
naturally apprehensive and cntical of such 
milit<iniy which exposes their revisionism 
Time and again thus CITU and AITUC have 
opposed and even sabotaged such indepen¬ 
dent labour action all over the country, in 
Bombay, in Chhatisgarh and in the Victoria 
and Kanona Mills Class war is not child’s 
play Many have died in the past and many 
more have to die in the future Acbons like 
those of the Kanona Mills workers, how¬ 
ever, futile they may seem now are like 
sparks that will set the praine afire They 
prove that the working class is indeed the 
standard hearer of revolution because it is 
not afraii' to die for its ngbts It can do 
without the iilmonitions of hmid ‘pseudo- 
Marxists 

T he i nsisiii the mainstream left paiTc-. 
manifested not only in the alienation of ti. 
workers but also in their failure to attract a 
newer generation of activists Such activists 
as have grown up in a Marxist tradiuon 
cannot an) longer be fobbed off with piti¬ 
able analvsis like the one given by Roy 
which routinely emanate from a fossilised 


gerontocracy They much ptefo' the tedder 
hues of Maoism or increasingly nowacbqrs 
the greener pastures of eco-Marxism 

Rahul 

Alirajpur, 

Madhya FYadesh 


n 

S N ROY in his rejoinder (February 12) to 
my report on the Kanona Jute Mill workers’ 
struggle (January 1-8) is guilty of gross 
misrepresentation and failure to grasp the 
real thrust of my wordings' But he truly 
reflects and articulates West Bengal’s Left 
political and trade union establishments’ 
present perplexities, bom out of theirpohti- 
cal and corporate col laboratiomst policies I 
will bnefly deal with some samples of these 
shortcomings 

First, I have not termed the Kanona work¬ 
ers’ action an ‘upnsing’ Rather, I have 
taken gcxid care to differentiate it from the 
action of the communards The reference to 
the Pans Commune, otherwise, occurs as 
the source of the ‘onginal inspiration’ of 
actions of this nature in Italy as well as 
Howrah 

Second, it will be dear from the dateline 
ot the EPW that earned my piece that I had 
to wnte It immediately after the imtiation of 
this acuon Even then 1 had noted that die 
workers hadzonly started production in full 
swing, that is, in vanous departments of the 
mill At the same time I had foreseen that the 
‘‘factory will come toagrindinghalt” Hence, 
there was neither a wrong premise, nor a 
wrong conclusion in my piece 

T'hird, he misses the full and real meatung 
of my double-edged appellabon nghtwmg 
(emphasis added now) social democratic 
vancty When he refers to my words, he 
deletes the adjecbvc ‘nght wing’ 

Fourth, the dead end reached by the Left 
Front government and its trade union affili¬ 
ates ctesenbed by him is, however, a true 
reflection of the situation today, about which 
they should do soipe serious introspecbcxi 

Finally, the rationale and justification of 
the Kanona workers’ ‘self-acovation’, which , 
1 glonficd, is proved by the fact that it has 
succeeded in pulling clown the Left F^t 
government from the high horse it had been 
nding Witness, Jyoti Basu had to, accord¬ 
ing to press reports, for the first tune m 17 
years put off his lunch break for one and a 
half hours to negotiate with the unregistered 
and unrecognis^ umon This was followed 
by immediate registration of the union which 
the labour department of his government 
had been illegally refusing to grant so long 
This has also been follow^ by rounds of bi¬ 
partite and tn-partitediscussions Thisunion 
has thus succeed in achieving much more 
by the self-activities of the woikers than the 
establishment which organisations have al- i 
lowed the illegally laid-off woikers to starve 
to death or resort to beggary 

AjitRov 

Calcutta 
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Limited Options 


T he central government budget for 1994-95 ha’> more oi less 
put paid to hopes of Fiscal stability for quite a \s hilc And now 
we have the full financial year data on the banking and monetary 
sector These suggest that the monetary authorities are at their 
wits’ end insofar as maintaining monetaiy and price stabilitv is 
^concerned 

Monetary data available up to March 18 which was the last 
reporting Fnday of the Fiscal year for »uch data show an almost 
unprecedented expansion in pnmary money and a si/cable in 
crease in broadmonc> (M,)in 1991-94 M,cxpandedby Rs 65 827 
crore or by 17 9 per cent compared to an increase of Rs 49,132 
crore or 15 5 per cent in the previous year Among its compo 
nents, the expansion m currency with the public was phenomenal 
by 22 2 per cent compared to 112 per cent in the previous year 
Eieposit money growth was relatively moderate at 16 9 per cent 
m i993 94 against 16 per cent in the previous year but it still 
outpaced the growth in GDP at current prices thus raising the 
deposit money-GDP ratio (ram 42 I percent to416per< ent Amore 
di^urtnng phenomenon was thejumpof 24 percent (Rs26 577crore) 
|»nrcservetnoney ui 1991 94 against just 1 per cent (Rs 2 980 cioie) 
in 1992-93 This happened despite net RBI credit to the central 
government having been only ot the older o( Rs 1 314 crore 
The monetary situation has slipped out of control lor a variety 
of reasons which are by now known but bear repetition The 
suige of monetary growth in 1993 94 was almost wholly attn- 
butable to rapid foreign exchange accruals The manifestation of 
the foreign exchange accruals in monetary expansion is a telling 
commentary on the economic policies pursued by the authorities 
In the first place, the foreign exchange accruals were not earned 
through a surplus of exports of goods and services nor have they 
contributed to any dynamism in production and investment m the 
economy They were essentially absorbed in upvaluationof stock 
market assets Secondly, the macro economic policies pursued 
_ by the government and the RBI have pushed them into a corner 
4 ' n dealing with the distortions that have surfaced in the economy 
In the final analysis the answer to the burgeoning liquidity in the 
system IS to productively deploy the foreign exchange reserves in 
expanded investment and production in the economy so that 
demand for bank credit and imports picks up Actually 1993 94 
saw an exceptionally small expansion of bank credit to the 
oommcrcial sector, by Rs 15477 crore or 7 2 per cent against 
Rs 31,720 crore or 18 2 percent m the previous year A sizeable part 
of even this increase was due to additional food procurement cr^it 
The government’s expectation that the pnvate sector and 
foreign investors would revive investment in the real economy 
has proved to be thoroughly misplaced It is public sector invest 
ment that requires to he stepped up, but the government is set 
against this for ideological reasons As a result, the problem has 
thrown into the lap of the monetary authorities who, thanks 
^ to the structural adjustment programme, have been left with few 
instniments of monetary control The RBI and the government 


were in a hurry to commit themselves to rapid lowering of the 
statutory liquidity and cash reserve r.itios (SLR and CRR) True, 
in the face of such low demand tor bank cicdit steniisation of 
liquidity may not be of much help What the situation calls for 
instead is the injection of sizeable invcstiblc funds mlo the public 
sector It IS only by expanding public sector siKial and economic 
development activiUcs that the pnvate sector is likely to be activated 

But to expand public secior activities ihc government and the 
RBI have to accept some revcisal of then recent policies They 
had frozen the maiket borrowings ol stale governments in retd 
tenns which combined with leduced fiscal transfers from the 
centre has seveiely curtailed the states rcsoutces earmarked for 
agnculture and niral devclojiment is also for the social sectors 
Instead the banks have been making large investments in govern¬ 
ment securities and Ireasui y bills w hic h have gone to finance the 
centre's growing revenue deficits In this situation the states 
should have been allowed to raise icsources through additional 
market borrowings This had to be done through the SLR^utc so 
that the borrowings did not become piohibitivciy expensive, in 
fact the yield rates on state government secuntics needed to be 
brought down to 11 to 11 5 per cent I he central goveniinent has 
also frozen the investment piogramnies ol many public sector 
undertakings Instead of the government selling PSU equity, the 
PSUs themselves should has e been .illoweil to go to the maiket and 
raise fresh e’quity capital which would lusc enabled them to further 
secure <iddiUonal investihlc lunds from banks and other financial 
institutions 

The various aspects of Im meialsectorreform such asthe move 
from direct to indirect instruments ot m metaiy control have 
rendered credit and monetary policies ineffective L ikewise, the 
e apital adequacy norms prematurely imposed on them have made 
hanks extremely shy of lending particularly to agnculture, rural 
industncs and the small scale sector If the government were 
senous about aviving economic activity it must postpone the 
implementation of the capital adequ icy norms by a few years and 
instead encourage banks to provide additional credit to produc 
tivc enterpnses in the public and pnvate scctoi s and in the pnority 
sectors which arc starved ol credit 

Fhc structural adjustment programme has also rendered nomi¬ 
nal interest rates relatively sticky because mutual lunds and other 
non-banking financial intermediaries have been promising high 
rates ol interest on their units and other instruments on the 
strength of expectations of sky high effective earnings on equi 
tics (including capital appreciation) These expectations have to 
be brought back to earth by stanching the flow of investment into 
Ihc secondary market Apart from Ills the funds raised by Indian 
companies abroad are also getting invested in (he share market 
In the current situation, there is a case for stopping compames 
from borrowing abroad as there is one for preventing corporate 
investment in the saving mstnimcnis of mutual funds which 
should be available only to households 
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KARNATAKA 

Holding Operation 

THE fact that tnc damage limitation exer 
CISC undertaken by the Congress in Kar 
nataka is being mooted as the model foi 
deahng with dissidciuc and dissoiuutie m 
other states clearly points to the bankruptcy 
of ideas within the party hor, while the 
gigantic cabinet wliuh Vccrappa Moily has 
been persuaded to create may have tempo 
ranly satisfied the various fai lions, it under 
lines the party’s unconcern with corruption 
as a factor in electoral politics 
Moily, the none lew popular icpiaccmcni 
tor Bangarappa, has been plagued with dis 
sidence ever since he took over One ol the 
major dissident factions has been nurtured 
bv S M Krishna who has been chief minis 
tcr-in-waiung lor a long time 1 hen there 
have been the various power lobbies around 
thestate'scommercidl interests liquor stone 
quarrying, sugai, etc C uiMng across these 
have been the legacies bequeathed by the 
previous government a chain of coiiupt 
deals which have touched a wide section of 
legislatois In an elloit, perhaps genuine to 
project a clean image after the lanipant 
corruption prevailing in the years heloie, 
Moily in his fust ihouc ol .abinct col 
leagues had ined to icliit ve a line balance 
without much success 1 he ensuing struggle 
which resulted in the voiiterous demands 
for Molly's oustsi put the p.ui> high tom 
mand in a quandary As Jagannath 
Mishra—who brokered the 12 ptiint pack¬ 
age with the dissidents, the most imiwitant 
facet of which is the expanded cabinet— 
candidly admitted there wcie tcxi many 
reasons for retaining Moilv he had a clean 
image, a reputation ol having established 
norms of gocxl government, substantial sup 
port among the rank and file of party mem¬ 
bers and, most importmtly v ith the clcc- 
tions not ttx} far iwav I.e belonged to a 
backward caste with a c onsiderable support 
base Howevei the dissident factor could 
not be ignored, especially with the high 
profile Bangarappa noatmg the Karnataka 
Congress Party and the possibility that con 
linued sidelining of the dissidents might 
prove to be detrimental to the party’s elec¬ 
toral fortunes 

What has resulted is a huge cabinet, in 
the formation ot which Moily has h,id to 
include legislators ag.unst whom there are 
conuptKNi charges under investigation For 
instance, S Ramesh who was close to 
Bangarappa but turned to Moily when a 
judicial inquity was constituted into the 
police finng at Kunigal for which he was 
responsible, has been given a berth So has 
Kodagu Thimappa who was state housing 
board chairman dunng the Bangarappa re 
gime and who has been allegedly involved 
in the housing sc heme scandal Fhc cabinet 
also, for the fust time includes thiec mem 
bers of the backw ircl idiga community It 
also has the largest number of backwaid 
class members riiere are six lingayats and 


SIX members of the scheduled castes To 
achieve this Moily has had to make eveiy 
fifth Congress legislator a minister 
Quite obviously, this unwieldy cabinet is 
not meant to last only to hold up till the state 
elections in the meanwhile, the final con 
dition of the 12 point package, the reconsti 
tution of the state Congress committee is 
already in tumble because of the stipula¬ 
tion that put} office-holders would not 
(ontest the (lections As a result there are no 
takers toi these posts Ihe organisational 
mess with the steady inroads the opposition 
parlies cspcci illy the BJP, have been mak 
ing tnd tlie portents from the mammoth 
r illy Bangai ippa was able to orgmise in 
Davangere recently to launch the election 
campaign ot his new party, do not augur 
wc II lor the ('ongress in the state 

PIIARM'ktfUIICALS 

New Issues 

rOR decades i ntics have been pointing out 
that the pharmaceutical industry'has been 
spending negligible amounts on research 
At Its best the industry spent only about 2 
per cent of its turnover on research and 
development a minusc ule proportion against 
the 10 to 20 per cent spent on rcscarc h in the 
US <uid the b? C countnes MNCs particu¬ 
larly have been faulted forgiving low piior 
ity to rcscaich for even when they did have 
huge establishments tor research as Ciba 
Geigy did, their research programmes have 
been without locus or have been entirely 
directed at tropic alising’ products 
Now with the impending changes in the 
patent law .-ind an economic environment in 
which MNf's feel protected, many pharma 
ccutical giants claim to be pl.tniung to re¬ 
establish or strengthen research programmes 
in the country Hoffman La Rexhe, Hoec hst 
IlindusUn Ciba Geigy, Burroughs Well¬ 
come rii I ily and a consortium of live 
Indian phamiaceutical companies, Ihe Phar¬ 
maceutical Business Group, are reported to 
have concrete plans in this direction, with 
some alicady m place With fears of their 
discoveries being copied by Indian compa¬ 
nies being allayed, the companies can now 
make use ol the resources the country ot¬ 
ters Ihe vast and largely quiescent scientific 
community whose members, even if not 
unemployed, are often forced to seek inap¬ 
propriate employment m non-scientific sec¬ 
tors, the lower salaries (m Indian rupees 
rather than, say, Swiss francs), the known 
Indian expertise m process development 
and, most importandy, a loose and ill-de- 
fined ethical and legal framework tor con¬ 
ducting research which allows the compa¬ 
nies great leeway 

lhat pharmaceutical companies are at¬ 
tracted by the low salaries m India as com¬ 
pared to the home countnes is not at all 
sutpnsmg especially given that the cost of 
pharmaceutical research into new drugs is 
nsing lapidly Companies arc focusing at 
tention on fewer new drugs which involve 


high penalties in the event of commercial 
failure but arc seeking to extend the maiket 
life of existing drugs by adding refinements 
and marketing them under new brand names 
This IS ot course one reason why they resist 
the adoption of a limited drug list which, 
howevei, is happenmg in many countnes in 
thebbU Markets therefore have to be sought 
incieasingly in third world countnes Coun¬ 
tries like India with a large and growing 
middle class firmly in the clutches of the 
ethos ol modern medicine and an eminently 
malleable .uid growing medical community 
in the private sector, oiler an ideal market 
Opting to conduct research in these coun¬ 
tries gives the industry added advantages, 
provided patent regimes are tncndly 
This changing perception ol drug compa¬ 
nies towards India as a research base is 
cause for concern It hardly needs to be 
stiessed that research regimes in the coun¬ 
try fall in no m.ui s land lor instance, 
theic IS no c Icar consensus on who should be 
allowed to test drugs on what basis a drug is 
to be permitted for testing or which author 
Ity should approve ol the research and test 
ing regimes Accending to clinicians partic 
ipating in a lecent panel discussion on clin¬ 
ical testing organised by AC’ASH and lOCU 
in Bombay, doc tors are rarely offered a say 
in the design of the clinical trial nor of 
course are they consulted on whether a 
particular new diug is needed And there is 
sufficient expenence to indicate lhat when 
the clinical trial of a particular drug has 
failed, the company simply ignores the trial 
and manufactuies successful trials While 
in a hospital setting there is supposed to be 
an ethical committee even though usually a 
notional entity, drug companies often con 
duct trials through private practitioners and 
consultants where there arc no controls 
Another problem is the dearth of effective 
channels tor monitonng adverse drug reac 
tions in the absence ot which new and 
harmful drugs can remain on the market 
causing great damage, as long as they do not 
cause drastic reactions which cannot be 
Ignored In Bntain it is because of effective 
monitonng of adverse reactions that certain 
drugs have been withdrawn recently 
While the greatest danger is in the lack of 
surveillance ol clinical trials of drugs, this 
state of affairs is also true of laboratory 
research To assume that MNCs will neces- 
sanly ensure here the standards ot research 
which obtain in the parent countnes is as 
ndiculous as the assumption about the high 
quality of MNC drugs, which has time and 
again been challenged And these concerns 
relate not only to the products of research 
but to the safety of reseachers as welt The 
other question- -the ethics of engaging in 
research which is largely irrelevant for third 
world countnes—can only be tackled in the 
context of a vibrant scientific community 
committed to ethical professional values, 
which IS yet to emerge in India As of noi^ 
there is an urgent need to revive the issue m 
more stnngent controls on research and-Jbr 
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a oentfal authoriQr for q>proving and mon¬ 
itoring reieaRb-^ issue which the drug 
consumer movement raised mwe than a 
decade ago. 

BANKS 

New Ball Game 

TWO new private sector banks have been 
inaugurated with much fanfare, one spon¬ 
sored by die Unit Trust of India (UTJI) and 
the other by the NRI family of Hindujas. 
Both banks were even-hand^Iy inaugurat¬ 
ed by die finance minister with the RBI 
governor and other dignitaries in attendance. 
Besides the UTI’s own 80 per cent, the UTI 
Bank has capital contributions of 10 per cent 
each from the Life Insurance Corporation 
(LIQ and the General Insurance Corpora¬ 
tion (GIC). But it is propo.sed to float public 
issues of equity and reduce the three spon- 
' sors’ holdings to 40 per cent (UTI 25 per 
cent and LIC and GIC 1.5 per cent each). 
The other bank. Indusind Bank, has been 
promoted by a holding company called 
Indusind Enterprises and Finance owned by 
the Hinduja family and co-promotcd by two 
Belgium-based Indian diamond merchants. 
Apparently 60 per cent of the bank’s equity 
has been raised through private placements 
and the balance through NRI subscnptions. 
Though the UTI Bank has been sponsored 
and is as of now owned by public .sector 
institutions, it is the operational character of 
the bank presumably that makes it ‘private’, 
apart from the fact that the public sector 
. banks derive tlieir status from the special 
statutes relating to bank nationalisaton. In 
fact it is interesting that the rntyonty of the 
proposals for opening new ‘private’ banks 
are from public sector institutions, includ¬ 
ing the IDBI and EXIM Bank. 

While the LTl Bank has been registered 
in Ahmedabad and the Indusind Rank in 
Pune to satisfy the requirement that the 
headquarters of the new banks should be in 
places where no bank already has its regis¬ 
tered office, bofh banks intend Bombay to 
be their operational headquarters. Indusind 
Bank gave up all pretence, and was inaugu¬ 
rated in Bombay, unlike UTI Bank which 
organised its inauguration at the place of its 
formal registration, Ahmedabad. 

The contradiction between the pronounce¬ 
ments of the finance minister, the RBI gov¬ 
ernor and other officials on the one hand and 
the functionaries of the two banks on the 
other is already glaring. Inaugurating the 
UTI Bank in Ahmedabad on April 1, 
Manmohan Singh extolled Gandhiji’s con¬ 
cept of trusteeship as being more relevant in 
today’s society than when it was originally 
enunciated and said that banking institu¬ 
tions should strive for a judicious blend of 
excellence in service and fulfilment of so¬ 
cial and economic objectives. Calling upon 
the new bank to be a pace-setter in this 
direction, die finance minister declared, “this 
is acommitment to the nation as it is the only 
way to create a feeling amongst the poor that 


the banking system is not a monopoly of the 
few rich and vested interests in the country”. 
When he inaugurated the Indusind Bank in 
Bombay on April 11, Manmohan Singh was 
more restraint but spouted similar senti¬ 
ments. The distinction between the public 
and private'inters, according to him, had 
lost its historical meaning and both “have to 
be partners in ushering in a new India”. 
Further, “banks have to become a major 
instrument of purposeful social change”. 
The RBI governor was more prosaic, but 
also more precise. Private bariks, he said, 
would “have to meet priority sector lending 
targets and other social obligations”. 

Do these pronouncements really mean 
anything? Surely, the RBI governor is not 
unaware that many existing private banks, 
including the foreign banks, have failed to 
fulfil the {Sriority sector targets, even after 
the enlargement of the priority sector con¬ 
cept to include indirect credit to agriculture 
and lending to big-size small-scale units. In 
the case of the new private banks (for the 
first three years) and the foreign banks, the 
‘priority sector’ concept has been distorted 
by the inclusion in it ot the export sector. 
Similarly, there have been failures in achiev- 
ing the target of 60 per cent credit-deposit 
ratio in the rural areas of some states and. 
more significantly, by branches in semi- 
urban areas. After the failure to monitor 
banks’ fulfilment of some of their major 
social obligations, how seriously arc the 
exhortations to the new banks to discharge 
their .social obligations to be taken? Ac¬ 
cording to press reports, at a recent meeting 
with the RBI governor to discuss the re¬ 
vamping of the rural credit set-up which is 
in total disarray, the chairmen of some 
major public sector banks politely refused 
to involve themselves furthei in rural lend¬ 
ing as that would come in the way of their 
achieving the capital adequacy norms and 
adequate provisioning requirements. Also, 
they were quite blunt, would rural lending 


increase tireir profits as required by dm RBI 
itself? 

Anyway, the spokespersons of the new 
banks have lost no time in putting the record 
straight. The UTI Bank chairman has said 
plainly that as the bank would concentrate 
on metropolitan centres, there was no ques¬ 
tion of -it reaching the rural sector. The 
bank would meet the priority sector lend¬ 
ing target essentially through advancing 
export credit. Further, initially at least the 
bank would be concentrabng on corporate 
clients. Finally, the bank would entertain no 
accounts with a deposit of less than 
Rs 10,000 in Ahmedabad and Rs 50,000 in 
Bombay. The Indusind Bank has even less 
reason to bother with pretences. While its 
offices in important centres in India are yet 
to be opened, it has already set up represen¬ 
tative offices in Dubai, Hong Kong, Lxmdon 
and New York which would all be convert¬ 
ed into full-fledged branches by 1995-96. 
The bank's fiKus would be on garnering 
funds from people of Indian origin living 
overseas; it would also channel foreign 
investment into India. The bank would touch 
only quality assets, essentially in exports 
and in the so-called sunrise industries. The 
bank’s forte would be advisory services in 
foreign currency risk management, includ¬ 
ing derivatives like options and swaps, and 
assisting projects through loan syndica¬ 
tions abroad and in India. It is very likely 
that the bulk of the bank’s operations would 
be off-balance sheet and abroad. Hence its 
social obligations would be minimal any¬ 
way as these ore linked to bank credit ex¬ 
tended domestically. 

So the finance minister and the RBI 
governor houId have saved their breath. 
They chose not to; in all seriousness the 
latter even dwelt- -and at the inauguration 
of the Hindujas' own Indusind Bank at 
that—on the sanctity of an arm’s length 
relationship between banks and their pro¬ 
moters! 
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INDO-US RELATIONS 

Strate^c Visit 

INDO-US poluical relations, to all appear¬ 
ances. continue to be in the doldrums, even 
after the US deputy secretary of state Strobe 
Talbott's recent visit to India and Pakistan 
This IS in contrast to the state of economic 
relations which dunng precisely the same 
penod have shown a tendency to bring the 
two countnes closet, particularly on‘mat¬ 
ters relating to trade Fhe latest indication 
of this tendency was the decision by the US 
government to lift restrictions on handlooin 
exports from India, toi lowing which India 
may now allow impoits of high value tex¬ 
tiles from that country 

Nevertheless, the low key Talbott visit 
seems to have smoothed to a ceitain degree 
the ruffled Indtan leathers on issues con¬ 
cerning Indo-Pak relations including Kash 
mir.in which connection particularly 1 albott 
mentioned the Shimla igreemcnt as a pos 
stble basis lor negotiations between the two 
neighbours The mention of the agreement 
showed that tlie US had at least tor the 
moment, come round tt the position that 
Kashmif was an issue largely between India 
and Pakistan and that there should be a 
minimum ot intCrlerence from countnes 
outside the region ITiis was markedly dif¬ 
ferent from the stand projected earlier by 
the provocative Robin Raphael who at one 
point went to the extent of questioning the 
validity ot the instrument of accession of 
Kashmir to India This shift in the US 
position may make it easier for India to 
negotiate its dispute with Pakistan user 
Kashmir Looked at from another angle, 
however, the shiit may only be a ruse to 
deflect attention from the el torts to pro 
mote long-term US interests in the south 
Asian region It this is true then the real aim 
of the Talbott visit was not .it all to c tear the 
way for an improvement ot Indo-l'S and 
Indo-Pak relations, the point on which the 
attention of the majority of observers re¬ 
mained tix.used 

It IS necessary in this connection to take 
notice ot two recent leports .ippaicntly un¬ 
connected with the Pdlhoti visit One icport 
quotes the US under secretary of st.ite 1 ynn 
Davis, about an organisation which the US 
and Its allies arc trying to put together by 
October this year The orgamsaiion will 
seek to deny third world i ountnes ‘danger¬ 
ous* modem weapons and technology which 
can be used for military purposes The 
organisation will be a successor to Co¬ 
ordinating Committee on Multilateral Con¬ 
trols (COCOM) set up dunng the cold war 
years to deny modem weapons technology 
to the communist countries It will now 
arrange to impose sMiular lestnctions on 
those third world countnes "whose miliUiry 
power the US and us allies want to curb' 
Significantly. India along with Iran, Iraq, 
Libya and North Korea, finds a particular 
mention in the plan 


As per the second report, a senior US 
defence official, Malcolm R O’Neil, who is 
director ot the US Ballistic Missile Defence 
Organisation, has expressed concern that 
the Indian missile programme could pose a 
threat to vital US interests In a speech 
before the senate Foreign Relations' Com¬ 
mittee, O'Neil said that the US defence 
planners were especially worried about 
"missile programmes in India, Pakistan, 
Iran, Iraq, Syna, Libya and North Korea” 
All these countnes, he said, already had or 
could develop weapons of mass destruction 
tor use with their ballistic missiles “This 
growing comprehensive capability, cou¬ 
pled With unpredictability", he wamixl, rep¬ 
resented “a senous threat to vital US nation¬ 
al interests" 

logcthcr, these two reports make it dear 
that the US’s ongoing efforts to bnng about 
non prolitcration on nuclear weapons and 
to deny missile technology to third world 
countnes stem from a realpolitik desire to 
maintain its strategic superiority in differ¬ 
ent rcgionsot the world, quite a lew ot them 
falling in the third world At the same time 
the exclusion ot certain countries tiom the 
list of the third woild countnes which have 
developed or have the potential to develop 
such weapons and technologies—such as 
Isiacl—and the attempts to deliver such 
weapons and technologies to certain other 
i ountnes (c g, F16 bombers to Pakistan 
despite India's strong objections) show that 
the approach of the US to this issue inntin 
ues to remain carefully selective 

Viewed in this light and in this broader 
context, Talbott came to India as an agent 
of the US defence planners, and his bnef 
was to put a block in the way of India’s 
efforts to emerge as a formidable militarv 
power in the south Asian region by ap 
pearing to persuade Pakistan to cap its 
nuclear programme in exchange tor 
FI 6 bombers The media projected 
Talbott as engaged m prccisclv such ‘pci 
suasion in Islamabad, however the con 
tent of hts ulks with Pakistani lt.ideis and 
officials 111 piivatc may have been totally 
ditfcrcnt 

TRADl AND SOCIAL ('ON( I RNS 

Selective Patriotism 

THb height ul patriotism to which the Indi¬ 
an government can rise is to tell Washing 
ton that It has no business to ask New Delhi 
how it hashes up Indians—whether by laws 
like TADA or through ‘encounter deaths or 
by environmental pollution or ruthless ex 
ploilation of cheap, including child, labour 
While the Rao government readily accepts 
advice Irom the same Washington experts 
to resiructuic our economy and thereby 
sacnfices our intellectual property rights, it 
refuses to let go ol its own, rights—both 
legal and illegal—that allow some of the 
worst forms ot human nghts abuse in India 
It seeks to obtain national sanction for 


continuation of these oppressive practices 
by raising the super-patnotic slogan that 
since the US is questioning them, it must be 
our patnotic duty to deny that they actually 
occur here 

This paradoxical behaviour ot New 
Delhi—kowtowing to Washington’s dic¬ 
tates in relation to our economy on the one 
hand and resisting its advice on social is¬ 
sues (e g, env ironment and labour practic¬ 
es) on the other—is quite often explained 
away by both US and Indian political ob¬ 
servers and loumalists as a ‘love-hate rela¬ 
tionship' But there is a method in this 
lovers' quarrel' The rhetoric that both Wash¬ 
ington and New Delhi use^m this quarrel 
suits their respective immediate interests 
There is a need to demystify it 

The US—after the (ollapsc of the Soviet 
Union—IS confident enough to dominate 
the economy of countries like India, which 
have lost their bargaining capacity in inter¬ 
national trade and political negotiations 
with the loss ol Soviet support For all 
practical purposes the Dunkel proposals 
(to which New Delhi is compelled to be a 
party, its petuLml protestations notwith¬ 
standing) ensure ihc US the light to call the 
shots in the Indian economy I he biouhaha 
raised by some US spokespersons tying the 
trade agenda to the demand for respecting 
human nghts ifilcrnational labour laws and 
environmental protection reflects two in 
tcrcsts One is the protectionist interest of 
the I'S and western business establishments 
which ate concerned .ibout the threat to 
their icspcctm competitive slakes by pos¬ 
sible cheaper goods imported from the de¬ 
veloping countries (like India) that are man¬ 
ufactured through cxploitiilion of cheap 
kibour and under less demanding environ 
mental constiainls The other is the pres 
sarc exerted on W ashiiigton by domestic 
environmental >inJ human rights groups 
which have been increasingly protesting 
against the import and consumption of goods 
that are produced in Indian sweat shops at 
the cost ol Ihc health ot child labourcis oroi 
ecological degradalion 
The Indian govcinnicnt s aigumenl that 
since labour piacUccs md human nghts 
arc internal issues .ind standards vary 
from one place to another Washington 
and the west cannot lav down uniform rules 
IS a specious one calculated to suit the 
traditional exploitative protil-mongenng 
instincts of the Indian bourgeoisie The 
western governmcius indeed have Ihcirown 
sell interest inshcddingciocodile tears over 
the plight of the Indian workers But that is 
no reason why India on its own should not 
stop such abominable practices as sweat¬ 
shops or improve its human rights record 
India’s refusal to change these conditions 
cannot surely be paraded as the country’s 
firm determination to resist US pressures, 
when the same government is knuckling 
under Washington’s dictates to sell out 
the economy 
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IN THE CAPITAL MARKET 


EPW Research Foundatioa 


, RAS KMK Lamipack 

RAS KMK Lamipack (RKL) sctbng up a 
project to manufacture soft squeeze lami¬ 
nated tubesLin collaboration with the KMK 
group of Switzerland The company has 
been promoted by Sameci A Kaji, Vikram H 
Kaji and their joint venture partners, KMK 
Karl Maegerle Lizenz AG (KMK) and 
Propack Holding AG (PPl) ol Switzerland 
PPI, a member of the KMK group of compa- 
mes, will have a 50 99 per cent equity stake 
in RKL through an upfront equity contribu 
bon of Rs 8 crorc and convertible unsecured 
loanofRs lOcrore KMK and PPI arc global 
leaders with 40 per cent world market share 
^ in laminated tubes and have 34 licensees and 
11 joint ventures in over 30 countiics The 
project which is being set up in two phases 
will have a total capacity of 306 million 
tubes and will be set up with state ot the art 
equipment at Chakan on the Pune Nasik 
highway about 100 miles Irom Bombay 
The project which is being set up at a total 
cost of Rs 50 3 crore is expected to com 
mence commercial production this month 
To part finance the project the comp>uiy will 
enter the capital ma^ct with a pubhc issue of 
89,68,000 equity shares ol Rs 10 each at piir 

Satyam Cement 

Satyam Cement, belonging to the Somani 
group, plans to tap the* capital market with a 
public issue of 42,50,000 equity shares ol Rs 
10 each at par to part finance its project to set 
up a mim-cement plant using the cost etficient 
and proven VSK technology The plant will 
have a capacity to produce 200 tpd ot portland 
cement and is being set up at Kahpura village 
in JhabuadistnctofMadhya Pradesh, adjacent 
to die limestone deposits in MP and Rajasthan 
and within a distance of 100 kms from the 
market The project cosbng Rs 9 3 crorc is in 
an advanced stageol implementabon and com 
mncial produebon is expected to commence 
by August this year Satyam Cement has 
entered into a memorandum ol understanding 
with Somani Cement under which the former 
will supply Its output ml a ‘first basis’ to the 
latter which in turn will market it thiough its 
estabhshed network 

Suryadiakra Seafoods 

An existing profit-making company, 
Suiyachakra Seafoods is setting up a farm of 
72 hectares of water spread area, a feed mill 
plant with a capacity ot 1,800 mtpa and an ice 
plant The project which is being set up at a 
total cost erf Rs 9 8 crore will use inhouse 
technology and has equity parbcipabon by The 
Manne Products Export Deveiopicenl Au- 
Ihonty (MPEDA), rmmstry ofcommerce, gov- 
enunent of India The company has entered 


into a 100 per cent markebng be up with 
Global ResiHirces inc of USA in addiuon to a 
technical collaborabon agreement with Gran vil 
D Treecc, aquaculture specialist of Texas A 
and M University USA The project enjoys a 
low break-even point and Acre is no gestation 
penixJ as the company has already impic 
mented its pilot project successfully 1 o part 
finance the pnijcct the uimpany is entenng tlic 
capital market with a public issue ot 43 00 000 
equity shares ol Rs lOeaihatparun April 21 
The issue IS lead managed by Bank ot Barixla 
and KMI (formerly Kuku Motor 1 inatice) 

Shasiin Chemicals 

Originally set up in Madras in 1977 for 
manutactunng analgin ip powder Shasiin 
Chemicals has also set up facilities lot the 
m.iiuifacture ot ibupiofen and rinitidinc at 
Pondicherry and Cuddalorc rispcctisely It 
now plans to expand its installed capacities 
tor ibuprotcn from 840 tpa to I 200 tpa and 
for ranibdine from 60 tpa in 180 tpa The 
expansion is pnmanly due to improvements 
in the process developed in house, resulting 
in a significant reduction in the batch pro 
cessing time I he company plans to part 
finance these expansion plans through a 
public issue of 1 \00,000 equity shares ot 
Rs 10 each at a premium of Rs 30 per share 
T he issue aggrevating Rs 6 crorc is to open 
tor subscnption on Apnl 18 

Shaper Chemicals 

Shaper C hemicals completed its pmjcct tor 
manul-icturc ot 3,4 DCNB OCPNA, 2,6 
DCPNA and 3,4 DCA in Apnl 1993 by setting 
up a versable multipuipose plant designed to 
suit umt pnxesscs rather than a single prcxiuct 
While implemenbng the project the company 
identified several new pnxlucls with assured 
markets lor which the process was developed 
in house and it decided to expand its exisung 
capacity for manufactunng 3,4 DCNB from 
350 mt to 4(X) mt and also diversity into the 
manufacture of several qther pnxlucLs such as 
CFA, MCA, acetyl chlondc .md DCFB which 
are all key intermediates having applications 
in dyes, pesucides, pharmaceutic als and drugs 
The project esbmated to cost Rs 6 4 crorc is tt 
commence commercial produebon of the new 
products from July this year To part tmance 
the cxpansion-cum-diversification the com¬ 
pany has come out widi a public issue ot 
40,^,000equity shares of Rs lOeachatparon 
Apnl 18 

Capital Ihist 

One of the pioneers in the field ol providing 
consultancy and advisory services to inter 
national banks. Capital Trust is presently 
rendenng consultancy and advisory ser 


vices to Berliner Bank AG Germany Com¬ 
monwealth Bank of Australia and Royal 
BankofCanada rhecompanyisacategmy I 
merchant banker and has been granted spe¬ 
cial permission by RBI to accept deposits 
Irom non resident Indi ins on repatriable 
basis In addition ihi comp inv is also engaged 
in the business ol domestii leasing with idmost 
1,00 per cent rcioveiy ot Ic.ise amtals since 
1986 Tl'c toiiipiuiv now pkuis to enter the 
capit.ll maiket with .i lights cum public is¬ 
sue ot equity shares The public issue will 
comprise of 19 07 4(M) equity shares ot Rs 
10 each tt i picinium ol Rs 2 pci share and 
opens tor subscnption on Apiil 21 while the 
nghts issue which will consist ot 12,85,6(X) 
equitv sharcsol Rs lOi.ich it par will open 
tor subscnption on April 26 

Dolphin Laboratories 

Dolphin I aboi iioiies plans to intrixiuce 
immuno biotherapeiitic diugs (used lor pre¬ 
vention ol rccunent inf(ciions) foi the first 
bine in tlie country The drugs are c urrently 
under clinical ln.ils on successful comple 
bon ot which the comp.iny plans to manu¬ 
facture the same in technical association 
withL<iboiaU)ricsOM SA Switzerland The 
company is prcsenily engaged in inanutac- 
tunng and marketing ethanisylale lormula- 
tions (used to stop or minimise bleeding), 
amoxycyllin ,ind doxvcvciine loimulabons 
(antibiotics used lor ticatnient of a wide 
langc of infections) Iipotropics (used for 
bc.iting hvei di'ordtis) aminoglycosides 
(uscdfoi tieatmentol po>t operativecondi 
tions) .uid non steioidal anti inflammatory 
drugs (NSAII)S) (used lor relief of pain and 
lor tieatmcnt of rhcunutu disorders) To 
meet the incic asing dciiiaiid for Us prcxlucts 
the comp.iny is setting up a new plant at 
Sanand in (ju|arat at a total c ost ot Rs 9 c rore 
which will be p 111 till UK I cl through a public 
issue 

Ravish Infusions 

Promoted by V K (luwlr and Fconomic 
Development ( oipoiaium ol Goa Daman 
iind Diu Risisli Inliisions is setting up a 
protect toi the ni.inut.u tuic of intravenous 
(IV) fluids The company is importing FFS 
equipment Irom SIt-RA which will have a 
capacity of 38 (XK) (5(H1 ml) bottles and 
25,(XX) (I (XK) ml) bottles per day and will 
use both polyethylene and polypropylene 
plastic niiiterial with the sylpac I VP (large 
volume parental) svstciii f oiiimercial pro¬ 
duction ot IV lluieis IS expected to com¬ 
mence in Oe tobci this vc.ir To part finance 
the project the company is entering the 
capital maikct with a public issue of 
46,IX) (KKJcquit) shares otRs 10 each at par 
on April 28 
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EPW Research Foundation 


CURRENT STATISTICS 

The fi'ital >t.ar I <>91 >4 his t mli d witli a 10 per it.ill rise in WPI I tmely lonlnbultd hv aubslanlial iiiireaMS in Ihi pnirs o( primary armies am 
cnmmoilitiis ut ■ iiiiini m i mis jiiipiiiin Flii yt u has also mded wriih a massivt liquidily bul^t ssilh M, expanding by 17 9 per iint (I'i ^ per ctnl 
and reserve mom s by ’4 {< i iinl (I pc i iiiui due to si/eahle tnriign t xihange aiiru ils Cirowlh in bink credit tor comnieriial sector was niggardly Inde: 
of indt trial projiiiin n diiiing Apiil On iinht i |9>M ^iiw by 2 4 pci cinl wiih capital goods indusiriis lonlinuing to show a sueahle decline Despite th 
ban on torwaril ir idni^ HSI msiiisc in It x li is shown an im lease over ihi paM month with a cornsponding use in market capitalisation and in P/E ratio 

Macroeconomic Indicators 



1 i^his 

Maj ^6 



Vanatinn (Per Cent) Point to Point 



Index Numbers of Wholesale 

|9<)1 

(Jsci 

(Kci 12 Months 

Piscal Ycai So 1 ar 

1992 9S 

1991 92 

1990 91 

1989 90 

Prices (l‘>8l K’ KV)) 



Month 

1 atcsl 

Previous 

199t 94 1992 9S 





All C ommoilities 

100 0 

’SO*/ 

1 ^ 

102 

7 0 

10 2 

70 

7 0 

no 

12 1 

9 1 

Pnmaiy Anicics 

4"' 1 

•’VJ2 

1 s 

II 6 

SO 

116 

SO 

to 

15 4 

17 1 

64 

Pood Articles 

1 / 4 

2KI S 

0 1 

4 8 

5 1 

4 8 

S4 

75 

20 9 

18 9 

2 1 

Non Food Ailuiis 

10 i 

■>78 8 

4 6 

24 2 

1 4 

24 2 

-1 4 

1 4 

8 1 

194 

144 

Fuel Power L ighi and I iibiic ints 

10 1 

278 0 

09 

n 1 

IS 2 

n 1 

1S2 

152 

n 2 

144 

63 

Manufaciutcd ProiJiicis 

i7 0 

■>M 0 

1 2 

8 8 

79 

88 

79 

79 

126 

•89 

II 1 

Food ProtluLls 

10 1 

’SOS 

07 

II 8 

6 8 

II 8 

68 

08 

102 

142 

129 

Food Index (compuudi 

’7 S 

270 2 

0 2 

7 1 

S S 

7 1 

S 8 

58 

17 2 

168 

57 



1 atesi 



Variation (Per C ent) Point to Point 



Cost of CivinR Indu cs 


Month 

Over 

Over 12 Months 

1 iscal Year So Far 1992 9t 

l')9l <J? 

1990 91 

l‘JX9 90 




Month 

Latest 

Previous 

Idol 94 

l‘)92 91 





Indusinal Workers (I9S2 K)0) 


20V 

04 

9 1 

5 7 

82 

52 

6 1 

149 

146 

66 

Urtwn Non Min finp (l')Kl hS 100) 


•>■>0" 

0 9 

7 S 

9 6 

7 ■» 

68 

68 

no 

144 

80 

Agti I ab (July 00 in liiiii 01 I0(>) 


IlOO' 

nil 

9 4 

S 0 

107 

1 9 

07 

21 9 

16 6 

1 0 



Mir IS 

■ — — — 

” 

Vaiiation (Per Cent) 

— 

—--- 

Money and Banking (Ks nou ) 

l‘»9 4 

Over 

Fiscal Vc II So (ai 

1992 94 

1991 92 

1990 91 



Month 

1994 <74 

1992 94 




Money Supply (M4) 

44‘'652 

7501 (1 8) 

65827 (17 94 

49442 (15 5) 

45184 (14 2) 

57653 (19 4) 

35517 (hT)) 

Cunenev wilh the Public 

8444-> 

1949 (2 4) 

15159 (22 2) 

8095 (14 2) 

7414(12 4) 

8050(15 2) 

6419 (13 8) 

Deposits with B mks 

447451 

5287 (1 5) 

50112 (16 9) 

4I(X)I (160) 

47152 (14 5) 

43492 (’0 5) 

29252 (16 0) 

Net Bank C redit to (rosi 

204861 

94 (nog) 

27621 (15 7) 

14548 (9 2) 

17826 (114) 

18070 (12 9) 

23569 (20 0) 

Bank Ciedil to ( omini Sic tor 

245712 

1906(0 8) 

15577 (6 2) 

417'>()(I69) 

28480(15 1) 

16225 (9 4) 

21205 (14 1) 

Net foreign e\chjn,’i issi is ol the 








banking sector 

50864 

6904 (15 7) : 

25912 (104 8) 

2250(10 6) 

25014 (18 0) 

21205 (100 4) 

10581 (59 1) 

Reserve Money (Mu 18 94) 

147456 

4096 (2 4) 

26577 (24 0) 

2980 (4 0) 

11448 (II 5) 

11726(17 )) 

14577 (I 2) 

Net RBI Credit to ( c title (Mir 18 

‘74) 97857 

4274 ( 4 2) 

1444 (1 4) 

179 (0 2) 

2175 (2 4) 

5904 (6 7) 

15864 (21 8) 

ScheduledCoiiimiIIIil Hinks (Mu 18 9 4) 







Deptrsils 

414814 

4191 (1 4) 

45242 (16 8) 

47814 (164) 

47814 (16 4) 

48216 (19 8) 

25583 (15 4) 

Advances 

16 4622 

1075 (0 7) 

11640(7 7) 

26 490 (21 0) 

26390 (21 0) 

9291 (8 0) 

14848 (H6) 

Non food ads incis 

152715 

1448 (09) 

7476(5 1) 

24417 (20 1) 

145249 (20 1) 

120922 (8 :>) 

111795 (12 4) 

investme nis 

142494 

4788 ( 2 9) 

2674-’ (25 4) 

15)60 (17 1) 

15460 (17 1) 

15141 (20 2) 

10696 (16 6) 

Index Numbers of Indiisliial WiiUits Dec 

Avei \ge lor Fiscal Year So Far 

V-ination (Per Cent) Jpiscal \ear Avenges 

Produillon (I'JhO 81 KM)) 

1994 

199 4 94 

1992 94 

1<»<)2 94 1991 

•J2 1990 91 198^90 1988 89 1987 88 1986 87 

General Index 1 

100 0 240 9 

"Ti4 7(2 4) 

209 7 (4 0) 

’ 16 

0 2 8 4 

86 87 

7 4 9 1 

Mining ind CJii urviiig 

115 2S12 

2H0 ( 0 2) 

214 5 (2 5) 

1 7 

04 45 

63 79 

4 8 62 

Manulactuiiiig 

’7 1 2 40 s 

204 7(1 8) 

201 0 (4 1) 

0 9 

18 9 1 

06 87 

7 9 9 3 

Fleciru ilv 

1 1 1 400 9 

284 0(7 4) 

264 6(4 7) 

49 

8 5 7 8 10 8 9 5 

7 7 10 3 

kood Mocks with 

J III J in 


Fnd of Fiscal Year 



Government \gcntiis tiiiin liil 

l‘)94 1994 1992 94 

1991 92 

1990 91 1989 90 1988 89 

1987 88 1986 87 1985 86 

R^ice 

14 4 10 7 no 

~ "9^ 

II 2 

79 47 

5 9 

10 0 10 3 

Wheat 

J X 4 1 4 0 

24 

5 8 

46 27 

3 3 

9 4 10 2 

Total (inci othi rs) 

14 

2 14 7 

12 2 

17 4 116 74 

9 4 

19 5 20 7 

liartcmal Stilor 

1 c h ( uniiilativc lor Fiscal Year So Far 

1992 94 

1991 92 

1990 91 

1989 90 


1994 

1994 94 

1992 94 





Exports Rscioic 

6456 62181 (41 6) 

47244 (21 4) 

54451 (21 T) 

44042 (45 4) 

32553 (17 b) 

27681 (36 8) 

I'S $ mn 

2(H5 19825 (20 6) 

16441 (2 8) 

18421 (4 1) 

17866 ( 1 5) 

18143 (9 1) 

16626 (19 0) 

Imports Rs crore 

6 1 41 64780 (114) 

57 402 ( 44 5) 

62924 (41 5) 

47851 (10 8) 

43193 (22 0) 

35416(25 4) 

US $ mn 

1955 20445 (2 0) 

19945 (14 1) 

21726 (II 9) 

19411 ( 19 4) 

24073 (13 2) 

21272 (9 1) 

Balamo ol Ttiulc Ks croic 

225 

1599 

10068 

9 572 

4 809 

10(640 

7 735 

(IS $ mn 

80 

510 

4504 

4 405 

1 545 

-5 930 

-4 646 








Vanaiiun Over 




Foreign Exchange Keserses 

Mil 31 
1994 

Mai 41 
199 4 

Month 

1994 94 

1992 93 

1991 92 1990 91 

1989 90 

1988 89 

1987 88 

Ks iiivre 

47626 

20196 

468 s 

27440 

5385 

10223 -1383 

795 

-647 

-465 

US 5 mn 

15176 

6)52 

1179 

8724 

731 

3383 -1137 

8M 

-1386 
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Ci^tal Maiket 



Apr 15. 
1994 

Month 

Ago 

Year 

Ago 

Trough of 
1993 

Peak of 
1993 

1992 93 

End of Fiscal Year 

1991 92 1990 91 1989 90 

iVs'x 89 

1 BSE Sensitive Index (1978-79= 

100) 3895 

3758 

2293 

2037 

3455 

2281 

4285 

1168 

781 

714 


(69 9) 


(-46 5)* 



-46 8) 

(266 9) 

(49 6) 

(9 4) 

(79 4) 

Nabonal Index (1983-84=100) 

1889 

1810 

1024 

934 

1659 

1021 

1968 

589 

421 

372 


(84 5) 


(-48 0)* 



(-48 1) 

(231 1) 

(39 9) 

(13 2) 

(76 3) 

•OverMarch 31. 1992 












Feb 94 

Month 

Cumulative for 







BSE Turnover (Rs crore) 


Ago 

Fiscal Year So Far 



_ Full Fiscal Year 






1993-94 

1992 93 

1992-93 

1991 92 

1990 91 

1980 90 

1988 89 

1987 88 

Specified Shares 

5417 

7268 

54588 

15924 

33207 

54610 

2886 3 

25212 

1 M-)7 

6343 

Non-specified Shares 

3915 

3632 

17107 

8895 

12489 

17168 

7149 

4173 

3206 

1570 








(.Quarter Ending 




Feb 94 

Month 

Year 

Mar 31, 

Dec 93 

■Sept 93 

June 93 

Mar 93 

Dec '»'> 

5epi 92 



Ago 

Ago 

1993 







Market Capiiahsaiion of BSE 

390696 

364139 

201154 

172951 

305000 

223549 

168933 

172951 

198 346 

■'35251 

Listed Companies (Rs crore) 

(94 2) 


(13) 

( 43 5) 

(36 4) 

(32 3) 

( 2 3) 

( 128) 

( 15 7) 

(69) 

(Last working day) 











F/E Ratio Sensitive Index 

49 3 

46 1 

32 9 

27 9 

39 7 

36 9 

29 3 

29 3 

31 4 

38 8 

(Month Average) 

(49 8) 


(5 0) 

( 37 0) 

(7 6) 

(25 9) 

(ml) 

( 6 /) 

( 19 1) 

( 2 0) 

National Index 

49 3 

46 0 

30 3 

25 5 

39 8 

33 7 

77 3 

27 1 

29 4 

35 6 


(62 7) 


(0 9) 

( 39 1) 

(18 I) 

(23 4) 

lO 7) 

1 7 X) 

( 17 li 

' 2?) 


Feb 94 

Month 

Cumulative toi 







Capital Issues 


Ago 

Fiscal Year So Far 



(juarlei 1 nilin); 






1993 94 

1992 93 

Dec 93 

Sept '• > 

June 93 

M.U 9 3 

Dc O’ 

«i>t 92 

Amount (Rs crore) 

1062 

1041 

14253 

;i47 

3256 

3855 

4265 

tioo 

/mx 

l>):4 

Number of Issues 

90 

105 


435 

61 

63 

200 

■■w) 

.65 

iCO 


Industrial Production 


I Textile and Non-Ferroa« 
^ Metal Industries 


Vanation Over Cumulative for Fiscal Year 
So Far 



Jan 94 

Month 

■Year 

1993 94 

1992 93 

1992 93 

1 >91 V,- 


1 '99 91 

Sugar (lakh tonnes) 

22 5 

20(9 8) 

06( 2 6) 

66 3 ( 21 7) 

84 7 

126 ( 5 3) 

133 (10 8) 


Ic' 9 1)* 

Tea (mn kg) 

18 1 

-25 4 ( 58 4) 

5 2 (40 3) 

714 8(6 2) 

673 

721 (-3 0) 

743 (5 4) 


70 i(i7) 

Vanaspati (000 Uis)* 

78 4 

3 6(4 8) 

86(12 3) 

581 7 (06) 

578 1 

895 (6 5) 

840 ( 1 8) 

850 ( 9^, 

Cotton Yam (mn kg) 

175 9 

-7 1 ( 39) 

8 3(5 0) 

1721 (14 9) 

1497 7 

1523 (5 0) 

1450 ( 4 0) 

1511 (10 l> 

Colton Fabrics (mn mtrs) 

165 7 

0 8 (0 5) 

2 0(1 2) 

1606 4(1 9) 

1576 4 

1565 (-5 2) 

KAI (112) 

1859 ( 5 0) 

Jute Goexis (000 ins) 

104 4 

05(4)5) 

1 7(1 7j 

KXW 3(114) 

901 4 

10‘)7( 150) 

1290 1 »«) 

1430 (9 7) 

Natural Rubber (UOO ms) • 

52 2 

8 7(20 0) 

54(11 5) 

313 3 (10 7) 

284 2 

451 6(2’ 7) 

366 /(11 )/ 

329 6(10 9) 

Aluminium (Ins) 

41440 

85 ( 0 2) 

288 (0 7) 

389256 ( 4 3) 

406587 483399 ( 6 0) 

51421KI (14 5) 

)4f.9(K) ( t 7) 

Copper Cathode (tns) 

4420 

1870 (73 3) 

397 (9 9) 

29894 ( 212) 

37957 

45275 ( 0 7) 

45600 (12 3) 

t06(M) ( 1 2) 

Lead (tns) 

2675 

508 ( 160) 

-415 (-13 4) 

20879 ( 28 7) 

29303 

38650 (21 9) 

3l7(K)(|5 7l 

274(K) (28 0) 

Zinc (tns) 

14024 

406 ( 2 8) 

4686 (50 2) 

171494 (17 9) 

103027 126748 (24 3) 

I02IXK) (’9 5) 

, 3100 (8 9) 

Employment 










Employment Exchange 

Dec 

Month 

Year 

Cumulative tor 






Statistka (000) 

1993 

Ago 

Ago 

hscal Year So Far 

1992 93 

1991 92 

1990 91 1989 90 

19X8 89 




1993 94 1992 93 






Number on live registers 










(end-penod) 

36276 

36252 

36758 36276 36758 

36306 

36551 

34X90 3 33)9 

30305 

Number of regisuations 

520 

341 

397 4480 4047 

8021 

5583 

6404 68.’3 

6010 

' Number of vacancies notified 

32 

40 

297 316 

403 

415 

)97 

5X1 

538 

Number of placements 

• 19 

19 

24 

175 172 

228 

258 

253 

2U4 

312 

Vacancies as % of registrations 6 0 

94 

10 0 

66 78 

50 

74 

78 

85 

90 

Employment Data for 










Sample of 38 Large Cos in 




.. Net Sales __ 

Fixed Assets Total Asscis 

Private Sector ((3>) 

1993 

1992 

1991 

1990 1992-93 1991 92 1992 93 

1991 92 199 

’ 93 

1991 92 

Total workers (no) 96,249 (-0 2) 

96,448 (-2 0) 

98.372(24) 

96,093 


(In lakhs ol rupees) 



Regular Employees 

65,955 (1 2) 

66,783 (0 5) 

66,454 (3 3) 

64,373 5,28,447 4 55,520 4,65 625 

3 66 959 7 28 9)9 

5 28 015 

Others (contraci, piece- 










rated and part-tune) 

30.294 (2 1) 

29,665 (-7 1) 

31,918 (0 5) 

31,770 (16 0) 

(26 9) 

(38 1) 



Mires (0 Superscnpt numeral denotes month to which figure relates, e g, superscript ^ stands for July (ii) Figures in brackets aa* pcrsentage varialiuns 
over the comparable previous penod (ml — means not available (iv) 9 obtained by EPW Reseaich Foundation 
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COMPANIES 


EPW Research Foundation 


IVP 

Helped by Diversification 

rVP, i company pnmanly engaged in the 
manufacture of vanaapati, foundry chemi- 
cala, plasticisers and industrial ceramics, 
has shown a higher net profit in 1992-93 
Production and sale of vanaspati, the 
company’s mainstay, fell to 10,629 mt 
(11,054 mt) and 10,418 mt (11,131 mt) 
respectively, mainly due to the lower 
prevailing pnce of oils and fats and poor 
offtake between December and March 
1993 Production of foundry chemicals 
and plasticisers was also lower at 8,595 mt 
(10,256 mt) and 861 mt (936 mt) respec¬ 
tively Sale of foundry chemicals fell to 
8,431 mt (9,750 mt) and that of plastic isers 
was lower at 890 mt (899 mt) and consc 
quently net sales fell by 8 9 per cent over 
the previous year Operating profit was 
higher by 5 4 per cent and despite a 13 per 
cent rise in interest charges and a 12 per 
cent nse in tax provision over the previous 
year, net profit rose by 6 2 per cent in 
1992-93 The company rais^ the divi¬ 
dend rate from 1S per cent last year to 17 
per cent in 1992-93 

The adverse conditions prevailing in the 
capital market forced the company to post¬ 
pone Its rights-cum-public issue The is¬ 
sue which will consist of up to a maximum 
of Rs 30 crore worth of equity shares and/ 
or convertible debentures at a premium 
yet to be decided, is being made to part 
finance the company's working capital 
needs 

The company has entered into two tech¬ 
nical collaboration agreements with 
Cerasiv GmbH, Germany, for the manu¬ 
facture of high alumina ceramics The 
first agreement is for the manufai turc of 
high alumina faucet discs, an import sub¬ 
stitute product, while the second agree¬ 
ment IS for upgradation and increasing the 
product range of the industrial ceramics 
division 

Situated at Reay Road, Bombay, the 
company's R and D centre focuses on 
product development, import substitution, 
technology upgradation and optimising 
on raw material cost Its efforts during 
the year under review have reportedly 
resulted in improved yields, higher 
efficiency, product improvements and 
import substitution 
Though the vanaspati industry has been 
suffering due to pressure on margins fol¬ 
lowing excess capacity and poor realisa¬ 
tions IVP has managed to improve its 
overall performance in the first half of 


1993-94 due to its diversified nature While 
net sales for the period rose marginally to 
Rs 41 6 crore from Rs 41 5 crore in the 
corresponding previous period, net profit 
rose from Rs 1 8 crore to Rs 2 1 crore over 
the same penod with lower interest and 
operating expenses contributing to the 
better bottomline 

KOTHARl SUGARS ANDCHEMICAI S 

Steady Growth 

Ever since its inception over three decades 
ago, the Madras-based Kothari Sugars and 
Chemicals (KSCL) has been a steady per 
former Over the past eight years, the 
company has posted a compounded an 
nual increase of 23 6 per cent in net sales 
with net profit and net worth growing by 
32 5 and 34 5 per cent, respectively Dur¬ 
ing 1992 93, despite a substantial in¬ 
crease in manufacturing and other ex¬ 
penses as also interest burden, KSCL has 
reported an 84 6 per cent growth in oper¬ 
ating profit and 50 per cent rise in gross 
profit Profit after tax too registered an 
impressive increase of 17 per cent even 
after providing for higher depreciation, 
though the company paid no taxes at all 
dunng the year 

Headed by B H Kothan, KSCL has fac¬ 
tories at Kattur, Nagoor and Manali, all in 
Tamil Nadu The company manufactures 
sugar, polybutenes and para/orthonitro 
chloro benzenes (PNCB/ONCB) During 
1992 93, while the Kattur factory crushed 
4,19,306 tonnes at an average recovery of 
10 05 per cent and the company exported 
7,500 tonnes of sugar, the polybutene unit 
achieved a production of 4,442 mt, of 
which 147 mt were exported to Singapore 
and other countries Apart from the KVIS 
10 grade, this plant also produces various 
grades fur application in cable jellies, 2-T 
oils, adhesives, etc Production of PNCB/ 
ONCB, which IS used in paracetamol, 
methyl parathion, dyestuffs, dye interme¬ 
diates, etc, totall^ 3,107 mt 

KSCL's research and development wing 
has enabled it to improve the quality and 
yield of sugarcane which has resulted in 
better recovery Besides, it has resulted in 
development of polybutene-based high 
temperature grease and setting up of manu- 
laCtunng tacilities for cable jelly at Manali 
Plans are now afoot to develop various 
downstream chemicals out of polybutene 
and paranitrochlorobenzene 

Recently, the company has started ex 
ports of chemicals and has also commis¬ 


sioned a distilleiy unit with a capacity of 4 
nine million litres per annum of indusinal 
alcohol 

The company's half yearly results for 
1993-94 have also been encouraging While 
net sales have grown by 10 per cent to 
Rs 32 62 crore, gross profit improved by 
31 per cent to Rs 32 6 crorc and net profit 
spurted by 68 per cent to Rs 2 7 crore 

LYKA1ABS 

* 

Broadening Product Range 

After experiercing a tuibuicnt penod be 
tween 1989 and 1991 owing to pnce con 
trols on 70 per cent ol its drugs and foreign 
exchange constraints which saw its per¬ 
formance dipping to an all time low, the 
Bombay based I yk 1 1 abs has regained its 
prominence Prudeni cost management 
policies enabled it to post a 44 5 per cent 
nse in operating profit while a smaller 
increase in interest burden of 13 8 per cent 
enabled it to post a 170 per cent growth in 
gross profit Profit after tax went up from 
a mere Rs 46 lakh in 1991-92 to Rs 2 2 
crore in 1992 93 m spite ol making higher 
provision for taxes Total income, how¬ 
ever, increased bv only 16 9 per cent as *1] 
against 95 8 per cent the previous year, the 
121 per cent rise in other income notwith¬ 
standing Remuneration to employees as 
percentage of gross value added and value 
of production declined considerably Ror 
1993-94, the company expects to post a 
turnover of over Rs 100 crore 

Learning lessons from the past, Lyka 
has decided to depend less on drugs that 
come under price control and is broaden¬ 
ing Its product mix by aiming at an even 
proportion (50 50) of coritrolled and de¬ 
controlled products It IS expanding the 
range ol decontrolled pharmaceutical for¬ 
mulations and diversifying into non-phar- 
maceutical activities like health-care gad¬ 
gets Boosting exports is also high on its 
agenda to stay afloat in the highly com¬ 
petitive pharmaceutical industry and Lyka 
IS setting up a subsidiary in Hong Kong 
for the same purpose At present, the 
company's products are exported to the 
CIS, Far East, Africa, Caribbean Islands 
and Latin Amenca 

Besides, Lyka Lab,$ has embarked upon 
a major diversification programme into 
health care systems The company has tied 
up with European and Amencan leaders 
for market development and distribution 
of a host of health care equipment With 
Air Sep Corporation of the US, the com- 
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The Week’s Companies 


f/ft lakh} 


[ Financial Indicator! 

IVP 

KoUiarf 

Susan 

Lyka 

Labs 

Rathi 

Allovs 

Steel 

r 

March 

1993 

March 

1992 

March 

1993 

March 

1992 

March 

1993 

March 

1992 

Sep 

1993»* 

Match 

1992* 

Milch 

1993 

March 

199? 

lacome^appropriattMia 

1 Net sdes 

7815 

8575 

5998 

4306 

8259 

7332 

11399 

8251 

9514 

9182 

2 Value of producuon 

7813 

8685 

6917 

4139 

8526 

7545 

11196 

7675 

96)1 

9211 

3 TouU income 

7902 

8745 

6947 

4168 

9154 

7829 

11237 

7759 

9 757 

9292 

4 Raw matenals/stoces and spares 

consumed 

5094 

6020 

3917 

2388 

4646 

3187 

9334 

6047 

6118 

(.6 ■>9 

S Other manufacturing expenses 

554 

595 

248 

175 

2177 

2583 

1682 

1251 

1533 

800 

6 Remuneration to employees 

356 

320 

443 

319 

762 

724 

836 

490 

368 

356 

7 Other expenses 

856 

821 

571 

328 

842 

SI’ 

891 


735 

713 

8 Operating profit 

1042 

989 

1768 

958 

727 

503 

276 

719 

781 

794 

9 Interest 

444 

393 

903 

400 

428 

376 

1648 

1266 

402 

39 3 

10 Gross profit 

652 

604 

838 

558 

359 

113 

1181 

lOT 

377 

404 

_ 11 Depreciation 

134 

128 

437 

216 

76 

70 

295 

102 

218 

223 

^ 12 Profit before tax 

517 

476 

401 

342 

283 

63 

1476 

464 

119 

181 

13 Tax provision 

224 

200 

0 

0 

60 

17 

0 

0 

0 

40 

14 Profit after tax 

293 

276 

401 

342 

223 

46 

1476 

464 

119 

141 

IS Dividends 

117 

103 

156 

87 

82 

0 

0 

41 

0 

73 

16 Retained piofit 

176 

173 

245 

255 

141 

46 

1476 

507 

139 

68 

Liabiiitiea/asscts 

17 Raid up capital 

688 

688 

979 

417 

412 

412 

VP 4 

1 160 

999 

485 

18 Reserves and surplus 

14r3 

1335 

1909 

905 

693 

552 

3875 

162’ 

1 1 1 

668 

19 Long term loans 

767 

882 

4830 

5160 

2052 

1911 

5861 

5071 

■>660 

3415 

20 Short term loans 

1784 

1444 

1274 

535 

323 

329 

1 116 

1 401 

1502 

1181 

21 Of which bank borrowings 

1237 

914 

1179 

433 

21 

IT 

1141 

1P9 

1317 

111! 

22 Gross fixed assets 

2664 

2710 

6726 

6116 

1210 

1191 

11795 

lO’Hl 

4'’41 

1815 

23 Accumulated depreciation 

1003 

895 

1276 

857 

408 

14 7 

1311 

1417 

1508 

1271 

24 Inventofies 

1220 

1088 

2379 

1413 

1884 

1502 

2258 

2143 

2 756 

22'’5 

25 Total assets/liabilities 

5628 

5224 

10223 

7714 

5580 

4744 

14413 

13264 

8526 

8016 

It MlsceUaneous items 

26 Excise duty 

385 

413 

10 to 

779 

356 

315 

1165 

Mil 

350 

62 

27 Gross value added 

1523 

1342 

2158 

1270 

1624 

1232 

1521 

1581 

1143 

1146 

28 Total foreign exchange income 

256 

319 

1027 

1104 

1 

0 

0 

0 

151 

0 

29 Total fomgn exchange outgo 

368 

261 

93 

186 

1 

0 

1966 

807 

447 

765 

Key ilnancial and performance ratios 

30 Turnover ratio (sales to total assets) (%) 

1389 

164 1 

58 7 

55 8 

148 0 

154 6 

79 1 

6‘> ’ 

1116 

114 7 

31 Sales to total net assets (%) 

165 9 

197 2 

66 7 

61 2 

217 3 

228 7 

87 ’ 

1 1 

146 8 

154 1 

32 Gross value added to gross fixed 

assets (%) 

57 2 

49 5 

32 1 

20 8 

112 0 

103 1 

12 9 

1 ) 4 

>6 9 

30 0 

33 Return on investment (gross profit 

to total assets) (%) 

116 

116 

8 2 

7 ’ 

6 t 

’ S 

8 2 

’ 7 

4 4 

50 

34 Gross profit to sales (gross margin) (%) 

83 

70 

14 0 

13 0 

4 1 

1 8 

10 4 

44 

40 

4 4 

35 Operating [nofit to sales (%) 

13 3 

115 

29 5 

22 2 

8 8 

6 9 

2 4 

9 0 

8 2 

86 

36 Profit before tax to sales (%) 

66 

56 

67 

79 

34 

0 9 

129 

5 6 

I 5 

20 

^ 37 Tax provision to profit before tax (%) 

43 3 

42 0 

00 

00 

21 "I 

>7 0 

0 0 

0 0 

0 0 

22 1 

^ 38 Profit after tax to net worth 

(return on equity) (%) 

136 

136 

139 

25 5 

20 2 

4 8 

25 0 

9 ^ 

60 

12 2 

39 Dividend (%) 

170 

150 

20 0 

20 0 

20 0 

00 

0 0 

0 0 

00 

150 

40 Earning per share (Rs) 

4 26 

401 

4 10 

7 83 

541 

1 12 

7 29 

-40 

1 S'* 

3 20 

41 Book value per share (Rs) 

23 28 

20 71 

29 50 

30 71 

26 82 

23 40 

•>9 15 

41 22 

24 45 

26 7(1 

42 P/E ratio (based on latest and 

corresponding last year’s pnee) 

23 5 

187 

134 

60 

25 6 

43 7 

1 4 

44 

92 

56 

43 Debt equity ratio (adjusted for 

revaluation) (%) 

47 9 

61 9 

167 2 

384 5 

185 7 

198 4 

99 4 

106 0 

4147 

296 2 

44 Short term bank borrowings to 

mventones (%) 

101 4 

84 0 

47 6 

30 6 

1 1 

2 1 

50 5 

48 2 

51 5 

49 8 

45 Sundry creditors to sundry debtors (%) 

31 6 

36 9 

100 0 

73 9 

89 7 

97 9 

5105 

278 S 

78 2 

91 3 

46 Total remuneration to employees 

to gross value added (%) 

23 4 

23 8 

20 5 

25 1 

46 9 

58 8 

549 

31 0 

32 2 

31 1 

47 Total remuneration to employees 

to value of production (%) 

46 

37 

64 

77 

89 

96 

7 5 

6 4 

3 8 

39 

48 Gross fixed assets formation (%) 

-2 0 

85 

10 0 

78 5 

1 1 

2 1 

14 7 

50 0 

11 2 

14 0 

49 Growth in inventories (%) 

12 1 

69 

75 4 

04 

25 4 

21 0 

36 

25 9 

124 

13 8 


• 12 months, •• 18 months 
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pany has decided to promote medical de¬ 
vices called CAB A (compressed air breath¬ 
ing apparatus), which produce pure oxy¬ 
gen for medical use from air in the room or 
atmosphere In a tie up with another Amen- 
can Arm, Becton Dickinson, the company 
will be marketing a new concept in blood 
collection systems called 'Vacutainer’ 
Vacutainer is an evacuated closed and 
sterile colicciion system which prevents 
infection among doc tors nursing staff and 
patients It is also diversifying into prod¬ 
ucts meant for patients who have under 
gone colostomy, ilestomy and urostomy 
due to cancer and related diseases with 
Coloplast of Denmark Further, Lyka has 
tied up with 7 erumo Corporation of Japan 
for marketing Surllo IV catheters new 
generation devices tor transferring intra 
venous fluids 

Through its own research and develop 
ment efforts the company has commenced 
commercial application of improved for 
mutations in the field of antibacterial, 
dermatolugicals, anti IB drugs, gastroi¬ 
ntestinal agents, antihistamine and herbal 
products It spent 0 7 per cent if its turn 
over on R and D during the year Its future 
emphasis is on developing new ayurvedic 
preparations, formulations of newer mol¬ 
ecules new dosage forms, controlled drug 
delivery systems, improvement in process 
for better yield and cost reduction, bio- 
availability, bioequivalence and clini¬ 
cal Studies on formulations ol newer 
molecules 

For the first six months ol 1993-94, 
Lyka Labs has achieved a turnover of 
Rs 47 5 crorc as against Rs 42 9 crorc 
during the corresponding period last year 
ITie ovcrallprotitability has also improved 
with the company posting a gross profit of 
Rs 2 1 crorc I he company has attributed 
the improvedrcsulis to substantial increase 
in export sales apart Iromdiversificd 
activities in diagnostic and medical 
equipment 

RATHI ALLOYS AND STEEL 

Sharp Rise in Costs 

After a lacklustre performance in 1991- 
92, Rathi Alloys slipped deeper into the 
red in 1992 93 The unprecedented reces¬ 
sion and the severe competition in the 
steel industry, particularly in the stainless 
steel segment put pressure on the com¬ 
pany's margins 7 hough net sales im¬ 
proved by 18 pci cent over the previous 
year, the company s operating proAt fell 
by 62 7 per cent and it suffered a net loss 
of Rs 14 8 crore Sharp increase in input 
costs and power tariff led to a SI per cent 


nse in manufactunng costs while total 
remuneration to employees increased by 
over 70 per cent over the previous year 
Production and sale of mild steel rolled 
products was higher at 95,997 mt (45,700 
mt) and 91,850 mt (45,819 mt) respec¬ 
tively, while that of mild steel rose to 
3,111 mt (695 mt) and 2,564 mt (2,327 
mt) TTie continuous teething problems of 
the hot strip mill (HSM) on introduction 
of new products only worsened matters 
Though certain balancing and addi¬ 
tional equipments are required in or- 
dei to stabilise the operations of the 
HSM, the company was unable to 
implement these plans due to financial 
constraints 

Even the company’s rights issue which 
was made to finance the cost overrun of 
the HSM modernisation and expansion 
programme was undersubscribed and had 
to be devolved on the underwriters Fol¬ 
lowing the issue the company’s paid up 
equity capital increased to Rs 20 2 crore 

The company has reportedly developed 
hot,rolled (HR) coils in high carbon and 
medium carbon grades as well as in stain 
less steel Being one of only three suppli¬ 
ers of i,PG sheets (which are used for 
making LPG cylinders) in the country, the 
company expects demand to pi.k up due 
to the government's policy to open this 
sector for private investment and the re 
ported backlog of nearly a crore of appli¬ 
cations for new connections in the waiting 
list Though the setting up of infra¬ 
structural facilities for this will take some 
time the company is presently install¬ 
ing some small balancing equipments 
in order to start commercial produc¬ 
tion of LPG grade sheets 

With a view to concentrating on its 
Alwar plant which provides more scope 
tor achieving higher levels of production 
with more value added, the company pro¬ 
poses to sell Its Gha/iabad unit Follow¬ 
ing this the Alwar plant has reportedly 
improved its operational efficiency 


STEEL TIJBFS OF INDIA 

Hit by Recession 

The government’s deflationary policy and 
the consequent ngid control on credit led 
to a contraction of demand, particularly in 
the engineering industry Though Steel 
Tubes of India managed to improve net 
sales by 16 per cent over 1991-92, the 
company s profitability could not with¬ 
stand the difficult market conditions and 
operating profit and net profit fell, albeit 
marginally The continued recession in 
the automobile industry which is the 


major consumer of the company’s prod¬ 
ucts also affected the company’s opera¬ 
tions leading to lower production The 
depreciation in the value of the rupee 
resulted in higher cost of imported steel 
leading to a sharp rise in 6 per cent rise in 
manufacturing expenses Further, energy 
costs also saw a nse following deteriora¬ 
tion in the power situation in the state and 
the consequent captive generation resorted 
to by the company After declanng a 15 
per cent dividend last year the company 
has skipped dividend in 1992-93 due to the 
prolonged recession and pressure on 
liquidity 

The company’s exports rose to Rs 1 5 
crorc from virtually ml last year and it 
expects exports to further expand to Rs 10 
crore in the current year (1993-94) It 
plans to increasingly cater to the energy 
sector in addition to developing new prod¬ 
ucts and upgrading quality 

The company's paid up equity capital 
increased to Rs 10 crorc following conver¬ 
sion ol fully convertible debentures is¬ 
sued last year 7 he issue had been made to 
finance its modernisation and balancing 
cum-expansion scheme I he company 
expects to achieve higher production 
on the expanded capacity for the cur¬ 
rent year 

Steel Tube Investment and Finance, a 
wholly owned subsidiary of Steel Tubes 
of India, posted a net loss of Rs 9 lakh after 
a profitable year in 1991 92 when it man¬ 
aged to cam a net proAt of Rs 14 lakh on 
a total income of Rs I 4 crore 

The unorganised sector constitutes up 
to 40 per cent of the Rs 18 crorc steel tubes 
and pipes industry, which is suffering 
from excess capacity Further the non¬ 
availability of HR coils has further added 
to the industry’s woes leading to low aver¬ 
age capacity utilisation of 40 per cent 
This IS reflected in the company’s perfor¬ 
mance for the first six months of 1993-94 
when netsales stood at Rs 50 crore. an 
increase of 16 per cent over the corre¬ 
sponding period last year, while net proAt 
was lower by 15 per cent over the same 
penod at Rs 1 crore 
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RANDOM REFLECTIONS 


1994-95 Budget: A Total Surrender 

Aran Ghosh 

The economy is not likely to see a major turnaround in 1994-95, for two 
good reasons: first, the nature, pattern and conditions of investment: 
and, second, the pattern of channelling of domestic savings. Both are 
affected by not only budgetary policies but also other economic policies. 


THE excitement and anticipations of the 
annual budget, presented on February 28, 
arc long over. The ‘Demands for Grants’ ol 
the various ministries and departments of 
the government are now to be examined by 
committees of the Lok Sabha (in line with 
the US procedure, but without any sem¬ 
blance of the expert assistance provided to 
the Senate and House finance committees). 
The general debate on the budget is practi¬ 
cally over; one gets a foretaste in the finance 
minister’s reply to the Rajya Sabha debate, 
the opposiuon to the budget being categorised 
as politically motivated by the ‘forecasters 
of doom’. The media have been apathetic at 
best; the upper middle clas.scs have been 
smacking their lips, enjoying the tax con¬ 
cessions granted to the nch, unconcerned 
with the future of the economy oi the 
condition of the poor who have to face the 
.scissors’ effect of inllation and declining 
employment opportunities. Deep down in 
their hearts, even large industrialists arc 
now getting worried; but making money 
fast in the ftnancial markets is the name of 
the game today. To repeal an old cliche, 
the general mood is; ‘in the long run we 
are all dead’. Make hay while the sun 
shines. 

Meanwhile, general elections arc two full 
years away, and the politics of defection has 
now made it possible fur the Narasimha Rae 
government to get away with anything. And 
though the Finance Bill is yet to be passed by 
the Lok Sabha, one can almost predict the 
concessions likely to be made before its 
final passage in the Lok Sabha: first, a 
concession to the ‘brokers' in regard to the 
tax on ‘services’- -mild as it is, it tends to 
reduce the play of black money on the stock 
exchanges—and the other in respect of cer¬ 
tain excise duties (c g, on steel and the 
rubber and leather industries) which have 
already been seen to have been ill-advised, 
and hurting the small units in particular. 

Why di>es the 1994-95 budget—designed 
to please everybody—have exactly the op¬ 
posite effect on almost everybody? The 
reasons are not far to seek, but they need to 
be listed as we go along. 

First, all financial pundits and experts 
would despair at the total loss of ‘budgeting 


capability’ in the finance ministry. Indeed, 
the whole purpose of the annual budgetary 
exercise appears now to be lost with the 
(Revised Estimate for the) revenue deficit 
for 1993-94—mind you, these are not 
‘actuals', which may yet turn out to be 
considerably difterent—turning out to be 
nearly twice the amount budgeted last year, 
a whopping increase from Rs 17,630 crore 
(budget estimate) to Rs 34,058 (revi.scd). 
What credence does one give to the bud¬ 
geted figure of Rs 32,727 crore as the 
revenue deficit for 1994-95 in these cir¬ 
cumstances? And for a finance minister to 
leave this order ol gap between revenue 
expenditure and revenue receipts 
when—despite six consecutive good mon¬ 
soons, a bumper harvest and large quanti¬ 
ties of foudgrains in stock (more than 21 
million tonnes) with government—prices 
have still been rising relentlessly (the latest 
index lor wholesale price in early Febru¬ 
ary being 8.7 per cent higher than this time 
last year) would smack of either total 
irresponsibility or an unwarranted gamble 
for political reasons. 

Let us be clear on two points at the outset. 
First, most critics ol government policy 
have all along been saying that, in the light 
of the favourable agricultural situation and 
the complete stagnation of industrial output, 
together with signs of increasing migration 
from rural to urban areas and of increasing 
unemployment all over the country, there is 
need for a .significant step up in government 
investment on infrastructure which would 
stimulate overall investment, production 
and employment. The logical-cum-theo- 
rctical construct for such a step is admira¬ 
bly summed up by Amit Bhaduri and 
Ka/imierz Laski in this journal (‘Relevance 
of Michal Kalccki Today’, February 12, 
1994, pp 356-57) and one doei not need to 
add to their succinct and well reasoned 
analysis. Secondly, most critics have also 
been pointing to the need for higher and 
more effective direct taxation of the rich, 
and the tightening up of procedures to col¬ 
lect the taxes payable by those who evade 
the income tax. Indeed, even the National 
Institute of Public Finance and Policy 
(NIPFP)—a government funded research 


btxly—has long been at pains to show pre¬ 
cisely how this can be done, e g, by tracing 
personal telephone and electricity bills 
paid by the urban elite who are not even 
'assessed' tor income tax. But these point¬ 
ed suggestions have sadly been without 
any eflcci. The need tor higher taxation of 
the rich is urgent in India for .several 
reasons. Apart from the dire need to raise 
more direct tax revenue (in order to bring 
the budget in better balance), such taxa¬ 
tion IS essential to restrain the ‘demon¬ 
stration effect' ol elitist consumerism, 
which has many due con.scquenccs in¬ 
cluding erosion of the savings habit among 
the middle classes, and increasing crime 
by the youth of the country whose yearn¬ 
ings (for the ‘goodies’ ol lite) far exceed 
their incomes. 

But strangely, the 1994-95 budget contin¬ 
ues to increa.se the tax concessions on the 
nch, on the palpably wrong premise that 
increased consumption expenditure by the 
rich would stimulate pioduction and invest¬ 
ment activity. In lact, the simultaneous re¬ 
duction ol income lax rales and of import 
duty rates, and the assumption that import 
duty collections would still increase (from 
Rs 22,500 crore in 1993-94 to Rs 25,200 
crore in 1994-95) implies the expectation 
that imports would mcrca.se significantly 
over the year; and that would be possible—in 
the background ol duly tree imporLs of 
power and fertiliser equipment, and signif¬ 
icantly lower rates ol duty on all other 
capital giMxis- only it there were a splurge 
of imports ol elitist consumption goods or 
components thereof This is likely to be 
doubly hanniul. F-irsi. we would be frittering 
away the foreign exchange lescrves—built 
up essentially through the import of capi¬ 
tal (to be discussed later)—without any 
noticeable stimulus to domestic produc¬ 
tion and domestic economic activity. Sec¬ 
ondly, as indicated earlier, this is only 
likely to reduce the oserall savings rate in 
the economy, which will (e« post facto) be 
blamed on the recent reductions m the rate 
of interest. In fact, it is not the rate of 
interest that would really deserve the blame 
for the recent decline m the savings rate, 
but the overt encouragement to elitist con¬ 
sumption and the dcmonsiration effect 
thereof. 

l.xt us get back to the budget lor 1994-95. 
From a budgeted ‘fiscal deficit’ of 4.7 per 
cent of the GDP. the actual fiscal deficit 
for 1993-94 now turns out to be 7.3 per 
cent. The finance minister’s claim that the 
1994-95 fiscal deficit would be pegged down 
to 6 per cent of GDP obviously lacks cred¬ 
ibility, m the backgiouiid of what happened 
in 1993-94. (It is. ol course, possible that we 
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would have rampant inflation in the coun¬ 
try during 1994-05 and, as a result, the 
GDP in nominal terms may go up sharply, 
whether or not there is any real increase in 
output, but obviously that is not what 
even the finance minister would like to 
«e Ineflecl however, the actual scenario 
may well be one of a double digit figure ol 
inflation, together with actual cuts in gov¬ 
ernment expenditure, which may result in 
the classical World Bank/IMF type of 
prescription of reduced government in 
vestment expenditure resulting in stagna¬ 
tion of output associated with price infla¬ 
tion, and an increase in GDP in nominal 
terms The fiscal dclicil lan be brought 
down thus but with wholly undesirable 
consequences on the economy 

Whal arc the possibilities of such an oc 
currence^ Well we have had six consecu 
live go(Kl monsoons, from I onwards It 
the 1994 monsiHin turns out to be not so 
favourable theie would be an immediate 
pressure on pnccs I'ruc the government 
has large sUKks on foodgrains but already, 
the Fmxi Corporaiion has started liquidating 
stocks by open market sales Much would 
depend on what strategy is adopted by the 
central government, in the summer of 1994 
if the rams tail 

The focus of the 1994 95 budget has been 
entirely on the mdusUial economy, on sav¬ 
ings in the form of financial assets The 
focus continues to be on the mobilisation of 
rural savings which have of late been dissi¬ 
pated on speculation in the stock exchanges 
After peaking in 1978 79, real investment in 
agne ulture has steadily gone down, even the 
latest estimates ttor 1992-93) indicate the 
real investment in agriculture is still below 
the 1978 79 level 

So, in the event of even a partial failure of 
the monsoon there aie two alternative ap 
proaches that can be adopted by the govern 
ment One would invoKe the mobilisation 
of unemployed rural labour for rural works, 
a sort of Food for Work programme Such 
mobilisation is possible it we have a func¬ 
tioning pane hay at system, if—as a result of 
democratic decentralisation—we already 
have blueprints of local area development 
programmes which can be quickly imple¬ 
mented by the available idle labour force 
available in ruial areas But nothing has 
been done over the past several years to put 
into position an effective machinery for 
implementing such a programme Indeed, 
demcx.ralic decentralisation is not even part 
of the agenda of the present government, 
notwithstanding the 72nd Amendment of 
the Constitution 

.So, the other scenario is more likely, and 
would he consistent with the present gov¬ 
ernment’s philosophy of globalisation of 
the economy, and market dnven economic 
policies We may accelerate market sale of 


foodgrains from government stocks, and 
seek to replenish them by imports, some¬ 
thing that the IMF, the World Bank, the 
GATT would applaud Unfortunately, the 
problem would be lack of purchasing power 
in the villages Well, the Jawahar Rozgar 
Yojana is always there, and the funds 
thereunder can be supplemented But the 
way the programme has worked so far in 
most parts of the country, a few days of 
employment can be provided to the vast 
reservoir of labour force some piece¬ 
meal, wholly ad hoc works would be un¬ 
dertaken starvation deaths may be avert¬ 
ed but not destitution nor poverty, and 
certainly, not many long lasting public 
works would be completed 

And, of course, the revenue (and the fis¬ 
cal) deficit would burgeon The finance 
minister would have a ready (and conve 
ment) alibi for the failure of the economy to 
turn around 

Indeed, the economy would not see a 
turnaround even if the above gnm scenario 
does not emerge, even if we have a seventh 
consecuUve good monsoon The combina¬ 
tion of policies instituted in the 1994-95 
budget cannot revive the capital goods sec¬ 
tor in India 

There are basically two good reasons why, 
even under the most optimistic assump¬ 
tions, the economy is not likely to see a 
major turnaround in 1994-95 First, one has 
to l(X)k into the nature, pattern and condi¬ 
tions of investment in India Secondly, one 
has to sec the pattern of channelling of 
domestic savings Both, incidentally, are 
affected by not only budgetary policies but 
also other economic policies 

let us look at the investment side First, 
the financing of plan capital expenditure is 
budgeted to decline from Rs 19,672 crore in 

1993- 94 (revised) to Rs 18,520 crore in 

1994- 95 True, the total plan investment of 
public enterprises (including departmental 
enterprises like the railways) is budgeted to 
int rcasc to Rs 50,066 crore in 1994-95 from 
Rs 43,892 crore (revised) in 1993-94 But 
then, the revised estimate for 1993-94 is 
Rs 3,343 crore lower than the budgeted 
figure (for 1993-94) of Rs 47,235 crore 
And, since we have already seen how inept 
our budgeting capability has become of late, 
where is the assurance that the 1994-95 


budgeted figure of plan investments (of 
public enterprises) would materialise, espe¬ 
cially with lower budgetary support than 
last year*^ 

In effect, the government expects major 
investment—even on infrastructure—to be 
made by the private sector, for which pur¬ 
pose foreign investors are being wooed 
This ‘wooing’ takes two forms The first is 
by guaranteeing a return of 16 per cent on 
equity, (e g, for power generadon, where the 
conditions are so twisted as to give a return 
significantly higher than even the guaran¬ 
teed 16 per cent return) This issue has been 
discuss^ in this column earlier, and we may 
pass on to other issues The second method 
of ’wooing’ foreign investors is the handing 
over of highly profitable areas of invest¬ 
ment, e g, the exploitation of ‘oil’ from 
‘proven reserves’ without any liability to 
‘explore’, as lor instance, the handing over 
of the Mukta, Panna and Tapd oil fields 
‘proven’ by the ONGC to foreign investors 

Direct foreign (pnvate) investment has 
come in, as per the Economic Survey, in the 
above two areas (plus consumer industnes 
like beverages), and more such investments 
are expected—mav be through a gradual 
takeoverof majority equity—^in the field of 
telecommunications (where the profitabili¬ 
ty of metropolitan and overseas services is 
very high, profits from which arc used today 
for financing the setting up of rural ex¬ 
changes) The budgetary policies are rele¬ 
vant in this context insofar as the budget has 
extended several concessions—including 
lower taxation of profits—to foreign portfo¬ 
lio capital exclusively 

And yet, it needs to be stated at this juncture 
that foreign investment cannot—and will 
not—finance the development of infrastruc¬ 
ture The foreign investments for power 
generation approved so tar will have a ca¬ 
pacity of only 3,000 MW, but what is impor¬ 
tant to note IS that 40 to 60 per cent of the 
total investment in these projects would be 
provided by Indian financial instituurms, i e, 
by savings generated within India, and when 
one compares this contribution with the 
inflated capital costs of foreign investor- 
owned power generation compames, one 
would realise that in effect, the bulk of the 
resources required are provided from do¬ 
mestic sources 


Txaie 1 Central Plan Assistance to States (Net) 

(Ks crore) 



1993 94 

1994-95 


(Revised) 

(Budget) 

(1) CenirdI assistance for stale and UT Plans (Statement 16 of 

• 


Expenditure Budget, vol I) 

(2) Lets Recoveries oT loans and advances from states and 

21,014 

19,304 

UTs (p 21 of Receipts Budget) 

(3) Lest Interest receipts from states and UTs 

(-)4,076 

(-)4,243 

(p 8 of Receipts BudgM) 

(-)9.724 

(-)l 1.163 

Cenuiil Plan transfeis to states net of all repayments 

7,214 

3,896 
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in (he process, tlie equipment nunutactur- 
ing capadiy of die BHEL—4nd of other indig¬ 
enous equipment manufacturers—^remains 
underutilised. In fact, it is this policy 
which is likely to ensure that the Indian 
capital goods manufacturing industry 
would remain in a deep hole during 1994- 
95 despite a lot of cosmetic changes in the 
budget in its favour. The pattern of financ¬ 
ing of investment in infrastructure—;‘tied 
aid’ or foreign investor owned enterprises 
(where a substantial part of the financial 
resources is still supplied by Indian 
savings)—is likely to deny Indian produc¬ 
ers even the opportunity to bid for orders, 
though they may be competitive in every 
way. 

fondly, the pattern of channelling do¬ 
mestic savings is, again, unlikely to help 
the domestic equipment manufacturing 
sector. As stated earlier, the focus of gov¬ 
ernment policy has been the mobilisation 
of personal savings through the financial 
sector; and savings in the form of financial 
assets have been provided numerous in¬ 
centives. But the rate of interest payable 
by small producers still remains high. As 
a result, the capital market is flush with 
funds with little demand. And another part 
of government policy, that of government 
borrowing at market rates of interest, 
makes it profitable for banks to sit back 
and buy government securities. With the 
average borrowing rate of banks at some 8 
per cent, and with the coupon rate on 
government securities varying between 
12.75 and 13.5 per cent, banks have little 
interest in providing advances to agricul¬ 
ture and small industries. While the inter¬ 
est rate policy is independent of the bud¬ 
getary exercise, the government decision 
to float loans at what is termed the ‘market 
rate’—but which is, in fact, higher than 
the market rate, in the sense that the IDBI 
lends to industry at lower than the govern¬ 
ment market borrowing rate—ensures both 
a steadily increasing revenue expenditure 
(by way of interest on public borrowings) 
and a piquant situation where a large seg¬ 
ment of the financial sector is not en¬ 
thused to promote either agrarian or in¬ 
dustrial investment. 

indeed, with the philosophy of ‘market 
driven’ investments, even institutions like 
the UTI are now more intent on ‘playing 
the market’ than in promoting new invest¬ 
ments. During 1992-93, for instance, the 
UTI collected Rs 4,(X)0 crore of net private 
savings. These funds were deployed pri¬ 
marily for buying existing scrips in the 
stock exchange—and to keep up the value 
of shares held—than to finance new in¬ 
vestments. Meanwhile, there has been a 
cut in the plan outlay of the railways; and 
there has been a persistent shortage of 
funds for investment in power generation 


and transmission, ou extraction and refin¬ 
ing, and other key sectors of the economy. 

7^ 1994-95 budget thus cannot, in any 
sense of the term, be deemed to be growth- 
oriented. 

This becomes all the more important 
when the impact of the centre’s budgetary 
proposals is examined with reference to 
the impact on the resources available to 
the state governments. There are essen¬ 
tially four elements in the devolution of 
central funds to state governments. These 
are; (a) various statutory transfers (and 
some non-statutory transfers like ‘relief 
funds); (b) share of central taxes to states; 
(c) central plan assistance to states (in¬ 
cluding assistance under centrally-spon¬ 
sored schemes, wherein states have to 
contribute a percentage, thereby tying the 
latter down to first funding centrally-spon¬ 
sored schemes); and (d) deductions, by 
way of repayment of past loans as well as 
interest on outstanding loans, which is a 
charge on the state governments’ resourc¬ 
es payable to the centre. 

It, would be instructive to spell out the 
third and fourth types of transfers. The 
figures in Table 1, extracted out of the 
budget documents are quite revealing. 
They reveal that in 1994-95 there is likely 
to be a decline in the net transfer from the 
centre to the states, for Plan outlays, by as 
much as Rs 3,315 crore. In fact, the net 
transfer to states and UTs for Plan outlays 
(when adjusted for all types of repay¬ 
ments) works out to the pitifully sm^l 
figure of Rs 3,896 crore. These figures are 
never trotted out; what is trotted out is the 
total gross Plan assistance. Even that fig¬ 
ure stands reduced in 1994-95 as com¬ 
pared to 1993-94 (RE). 

To add to the problems of the states, the 
centre has given up revenues which it has 
to share with the states. Under the Consti¬ 
tution, the Finance Commission lays down, 
once every five years, the share of states in 
the centre’s collection of direct taxes and 
of excise duties. The centre has relaxed on 
both. According to the finance minister’s 


•latement in parliament (while presenting 
the budget for 1994-95): ‘The loss to the 
states on account of reliefs in personal 
income tax is Rs 625 crore and the gains on 
the excise duty Rs 148 crore** (vide, part B 
of the Budget speech). Let us not go into 
the issue of optimism or otherwise in 
regard to tax collections; as per the fi¬ 
nance minister’s own statement, the states 
stand to lose Rs 477 crore (net) as a result 
of the tax concessions granted to the rich, 
the elite of this country. 

Meanwhile, who pays for all these ‘give¬ 
aways’? Food subsidy has been cut by 
Rs 1,200 crore. Administered prices of 
foodgrains have been raised significantly. 
So have prices of oil products and railway 
freight rates, which will have an impact on 
all prices, thereby affecting the poor ad¬ 
versely. Meanwhile, direct taxes have all 
been lowered, mainly as a concession to 
the capitalists, to the rich and the elite. 

What is really intriguing is the abolition 
of the ‘surcharge’ on the income tax even 
while the revenue deficit remains an all- 
time high. On the basis of the finance 
minister’s statement that, at Rs 54.915 
crore, the fiscal deficit of 1994-95 would 
be 6 per cent of the GDP, the GDP would 
work out to Rs 9,15,250 crore. On this 
basis, the projected revenue deficit of 
Rs 32,727 crore would be 3.6 per cent of 
the GDP. One should note that this is 
higher than the revenue deficit, at 3.5 per 
cent of the GDP, in the crisis year of 1990-91 
(vide. Economic Survey 1993-94, p 15). 

One is expected, in the normal course, 
to analyse the likely impact of the budget¬ 
ary proposals, especially in regard to rev¬ 
enue collection and expenditure. After all, 
that is what the annual budgetary exercise 
is about. But the 1994-95 budget defies 
logic. It is so palpably biased in favour of 
the nch, of the foreign mvestor, and so 
visibly against the multitudes of poor in 
this country, that a detailed exercise is 
uncalled for. One last word, however, 
becomes necessary, taking some of the 
data taken from the Economic Survey, in 


Table 2; Caistal Inflow into India, April-Oecf.mbeii 1943 

($ million) 


(1) 

Direct investment 



(a) RBI automatic route 

50 


(b) SIA/FIPB route 

216 


(c) NRIs (40 per cent and 100 per cent schemes) 

159 


Subtotal 

425 

(2) 

Portfolio investment 



(d) Fits 

1.002 


(e) Euro equities issued by Indian companies 

358 


Subtotal 

I,.360 

(3) 

Total foreign Private Capital inflow 

Add 

1,785 

(4) 

NR] Deposits in Foreign (Currency (net) during ApnI-October 

657 


(Pro rata estimate for Aptil-December) 

845 

(5) 

Total inflow of private foreign capital during April-December 

2.630 


Source: Economic Survey 1993-94. 
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conjunction with some of the announce¬ 
ments made during the budget speech and 
later 

TTie budget lor 1994 9*5 has obviously 
been tailor n tdc to suit the loreign inves 
tor rhe comtoriable reserves figure ot $ H 
billion announced by the finance minister 
on budget day (Februaiy 28) was essential 
ly due to (he large inflow ot external capital, 
partly long term and partly short term The 
Economu Su/tr> spoke of foreign exchange 
reserves ot $ 10 9 billion as ol February 4 
1994 the Fi onomic Sun also gave details 
of trade and payments during April Decem¬ 
ber 1991 I el us bnefly see how the reserves 
have increased from some $ 6 billion at the 
end of March 1991 till February 1994 

During 1991 94 the dclicit on merchan 
disc trade account is estimated to be only of 
the order of $ 1 billion and net outflows on 
‘invisibles’ account is estimated (bv the 
Economu Sut\e\) to show a modest sur 
plus by the end of the year Net outflows 
under investment income and against in 
tcrest payments on external debt are esti 
mated at iround $ 1 6 billion for 1991 94 
as a whole .igainst vv Inch one may assume 
gross aid disbursements of something like 
$ 5 billion over the year That would leave 
a small surplus ol say hall a billion 
dollars for the accretion of reserves over 
the year 

And yet loreign exchange reserves had 
increased by some $ 7 billion even by the 
end ot I ebruary 1994 The explanation 
lies in private capital inflow I et us exam 
me the tiatuie and pattern of this private 
capital inflow Again let us take the help 
ofthchonomu Suivn tor breaking down 
the capital inflow during April December 
1991 (Table 21 

Ft would be seen that between April and 
December net foreign private capital in¬ 
flow into India was ot the order of $ 2 6 
billion ol which direct investment was $ 
42S million ind buroequities issued by 
Indian comp lines comprised $ 118 mil 
lion Over April IDcccmbcr 1991 there¬ 
fore, the net external aid receipts (taking 
gross external aid minus all payments aris¬ 
ing out ot seivicing foreign investments and 
interest on external loans) plus net inflow ot 
private foreign capital would have led to an 
increase in reserves by $ 4 billion Between 
February 4 and February 28 exchange re 
serves increased by more than $ 2 billion 
Most of the c apital intlow was on account ol 
FFI’s portfolio investments 
What aic these investments about'^ First 
let us look It the nature of Euroequitics 
raised by Indian companies To the extent 
that these arc Global Deposit Receipts 
(GDRs) raised by Indian companies, for 
raising working capital at interest rates 
lower than in India these are clearly short 
term funds which can cvapoiate overnight 
But then the general teeling is that 
portfolio foieign investments—through the 


stock exchanges—are here to stay May 
be, may be not But then, how is this 
discussion relevant in a discussion of the 
budget"' Well thereby hangs a tale The 
1994-95 budget seeks to raise Rs 4,000 
crore thtough the sale of the equity of 
public enterpiises and the seven specified 
public enterprises—the equity of which is 
to be partially divested--tor which an 
announcement has already been made in 
elude BHEL Bharat Petroleum, NALCO, 
H7L, Videsh Sanchar Nigam, Mahanagar 
Telephone Nigam and the ONGC 
Well that IS no surprise International 
finance capital can gobble up these com 
panics with case Take (he BHBI its 
equity is Rs 250 crore The current value 
ot Its assets IS between Rs 20,000 and 
Rs 25,000 crore Tlic divestment of 20 per 
cent of Its equity has so far been at a 
pittance, and that story is going to be 
repeated because the Indian capital mar¬ 
ket has no depth when compared to the 


immense resources of Foreign Institution¬ 
al Investors And the irony is that the 
pnccs for the divestment of the equity of 
the MTNL, the ONGCL, the VSNL, etc, 
arc being laid down by foreign financial 
institutions (like, for instance, Morgan 
Stanley) who have been officially appoint¬ 
ed ‘fund managcrs‘ for the Euro issues of 
these companies 

The capital was recently agog with ex¬ 
citement over a major conference of for 
eign fund managers, organised by 
Euromonev Internationa) finance capital 
has now truly conquered the capital, and 
the instrumentality for this has been the 
budget and related economic polic les 

The 1994-95 budget has made clear cut 
plans fur the sale of Indta’s most prized 
assets In the process, India‘s loreign 
exchange reserves may look good for a 
while, but the real cost to the people of 
this country is one that is difficult to 
measure 
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COMMENTARY 


Financial Expert or Wizard? 

R M Honavar 

If the heroically asiumed revenue buoyancy does not materialise and if the 
finance minister is unable to contain non-developmental expenditure, as 
happened in 1993-94, we will be facing disaster 


rHE logit underlying the budget for 1994-95 
wcms to be .is follows The expeiicntc ol 
199^-94 would indiiatc that it is exticmclv 
difficult, if not impossible to cut down non 
development cxpcndilute Interest which is 
, the largest single item, is not amenable to 
anv reduction so long as budget deficits 
exist and have to be covered by borrowing 
I he problem has been made more difficult 
by bonowing at highei and higher inteiest 
I itcs in recent years The second item de 
fence expenditure is equally intiactable so 
long as P.ikislan is our neighbour and so 
long as we are not able to lorge diplomatic 
weapons to match those of P<ikisian ovci 
Kashmii The third item subsidies mainly 
on lertiliser and food, also seems to have 
joined the inirac table category this year T ill 
now ritual noises were made that these 
should be brought down But this year 
Manmoh.in Singh questioned in his post 
budget IV inters lew the very basis of this 
demand He argued that even in developed 
countries wlieie the I inning population is 
not nioie than ^ 4 per cent of the total 
population 1,11 m subsidies arc a vciy sensi 
Use matter as the OAII negotiations 
showed In a country where 70 per cent of 
the population liv es in rui al .ireas he seemed 
to imply that contemplating any drastic 
reduction of Icttilisct subsidy would be 
highly unrealistic to say the least Regard 
ing IchkI subsidy the point was made about 
targeting it to the right kind ot people 
without mention ol how it w.\s to be done 
tnd by how much it would lall Cunously 
enough the o/io/rric Swncs still m.untains 
that resources needed lor more public Tn 
vestment in irrigation rural communica 
tions, schemes tor control ol kind and water 
degradation <ind other agriculture related 
infrastructure are only likely to be avail 
.ible it the massive subsidies provided lor 
water, electricity and lertilisers arc scaled 
down' 

As lor the rest of non developmental ex 
penditurc Montek Singh Aliluwalia threw in 
the towel, again in a post budget f V inter 
view, saying that the sa\ mg of a few hun 
dred crores of lupees would not be worth the 
hassle involved It would be better he ar¬ 
gued, it we change our sights and seek a 
solution to own budgetary deficit problems 
in the thousands of crores we would be able 
to raise through taxes it only the tax system 
was simplified and better acjministcrcd We 


should give up the old fashioned way ot 
raising the rates ot taxation and rely on the 
buoyancy ol the tax system which will yield 
higher and higher revenue as the GDP goes 
up We should rciilly try thcrelore to sec that 
the economy glows at a satisfactory rate 

How is this to be achieved' By rationalising 
the tax system and cutting the rates ol taxa 
tion this would lead to better administra¬ 
tion, bettei compliance and better revenue 
yield The ch.uiges suggested with reg.ird to 
excise and customs cluties the extension 
ol the mods at system the rephiccmcnt ol 
specific duties by ad \alorem duties the 
eliiumalion of ditfcient tax rates lor the 
same commodity according to use, the le 
duction of the t.ix categories and the rcduc 
lion in duties—all seem desirable .ind ovei 
due So also the cut in corporation tax rate 
and the lending rate ol banks 

But the finance minister’s actions with 
icgard to some other direct t.ixes seem sur- 
pnsing and liable 1 1 the charge that he is 
vote gathenng The raising ol the exemp 
tion limit liom Rs 40,000 to Rs 45 000 
because trade unions .imong others repie 
seiited to him docs not m.ike sense, particu 
larly when Ihcic is a need to btuaden the tax 
base by bringing in more people into the lax 
net I he concessions given .ilmost conse 
quciitiallv to working women and senior 
citi/cns seem even more inexplicable l-i 
nally the raising of the limit ot gifts given 
at the lime ot a wedding to Rs I lakh is 
almost bi/arre It is difficult to see why 
these com cssions were made when the pre 
sumptive tax system intrcxfuccd to bring 
more people into the tax system has proved 
sue ha total failure Peihapshc likewiilers 
in business magazines has his eye on the 
200 million strong Indian middle class and 
feels that these concessions will raise the 
demand for white goixls TV sets ,tnd audio 
systems and other durables and through 
them excise and customs revenues 

II 

The budgetary situation has woiscned 
seriously between the Bb and Rb 1994 94 
for the following reasons The fiscal deficit 
h.is increased by Rs 21 592 erore because 
customs and excise receipts and receipts 
fiom di sm vestment ol PS Us have gone down 
by Rs 9,266 crore while non-plan expendi¬ 
ture has gone up by Rs 7,774 crore and plan 
expenditure by Rs 4 775 ^.rure Non pl.in 
expenditure increases are mainly on ac 
count of increases in subsidies by Rs 4 400 


crore and defence expenditure by Rs 2,320 
crore fhe plan expenditure increase is on 
.tccount ol a step up ol the central plan by 
Rs 1,771 crore and plan assistance to states 
.md UI s by Rs 4 004 crore As a result 
instead of being 4 6 per cent of GDP the 
fiscal deficit has risen to 7 4 per cent of GEMP 

The larger fiscal deficit is sought to be 
met by increased borrowing of Rs 16,485 
crore mainly through lo<ins other than long¬ 
term ,ind medium term loans and through 
short term loans The rest is the increase in 
the budgetary deficit from Rs4 414cioreto 
Rs 9 060 crore which will be met one 
supposes, through borrowing from the 
Reserve Bank of India 

In 1994 95 the budgetary deficit is sought 
to be maintained at Rs 6 000 crore by in¬ 
creasing revenue receipts by Rs 9,918 crore 
and UK reasing expenditure by only Rs 7,827 
crore Other icceipls .ire to increase by 
Rs 1,000 croic oi so Plan expenditure is 
higher than the RF for 1994 94 by Rs 556 
crore only but non plan expenditure is higher 
by Rs 7 271 crorc 

[he incrc.ise in tax revenue is as follows 

Corporation tax Rs I 980 crorc, income 
lax Rs I 425 crore, customs Rs 2.700 crore, 
excise Rs 4 950 crorc On the capital side 
disinvestment of PSUs is to yiu|d Rs 1,500 
cron more but lo.uis other than inid and 
long term arc to brinu in Rs 2 992 crorc less 

The increase in non-plan expenditure is 
m<unly on account ot an increase ol Rs 8,500 
croic III iniciest payment and an increase of 
Rs 1.510 crore m defence outlay On the 
othcrhand.lhcreisiobcadcclineolRs 2000 
croic 111 major subsidies from Rs 10 400 
crore in 1994 94 KL 

III 

T he whole rcvenueexerc isc banks heavily 
on growth ol income Income tax revenue is 
to increase by 15 per cent in spite ot laising 
the exemption liniii learrangmg the slabs 
.iiid uiving up the surcharge The budget 
estimate ot corpoi.ition lax levcnue lor the 
yc.ir 1994 95 is lo be 19 per cent higher than 
in the tcviscd estimate lot 1994 94 in spite 
of a 5 pet cent reductioii in the rale of 
corporation tax fo achieve this would need 
an approximate incieascMit .iboui 45 percent 
in the corporate income assessable to tax 
I his would require a similar increase in 
sales or an increase in piolitability ol these 
on a lower sales ini re.isc 

fhe increase postul.itcd in the customs 
and excise revenue would also require in 
creases in assessments I he figures given 
below indicate in .i crude way how much the 
incieasc will have to be 



( usuinis K) vt nuc 

Impoits 


(Rs t ion) 

(US5 Mn) 

1992 91 

21 7-’() 

■•1 K.t2 

1994 9f 

22 SW (Rl I 

21 179 

I vliiii lied 

1994 9<; 

2X 2(KI(BF) 

22 644 (') 
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Everything else remaining the same it will 
need a 7 per cent increase in total imports 
Since duty rates have been brought down 
the flgure would be higher still And as 
this increase is to come mainly from ma¬ 
chinery, project imports baggage, chemi¬ 
cals, metals, plastic parts of motor ve¬ 
hicles and instruments, the increase in 
imports of these items will have to be 
much higher than the overall increase 
estimated above 

With regard to excise revenue the follow¬ 
ing table tells the same story 



Excise Revenue 
(Rs Troie) 

Per Cent Growth 
in Index of 
Industnal 
Production 

1992 93 

10 831 

1 8 

1993 94 

11 750 

38 

1994 95 

36 700 

I18(') 


Again as the im rease in excise revenue will 
come from ferrous metals, man-made fibres 
and yams, plastics, rubber products, deter 
gents, machinery cement, petroleum prixl 
ucts, cigarettes and cess on cmdc oils, elc, 
the growth in these items will have to be 
much higher 

Assuming that there will be no slippages 
in non-development expenditure in 19^- 
95—unlike in 1991-94 this is a vital as¬ 
sumption if we are to learn anything from 
the expenence of 1993-94—the success of 
Manmohan Singh’s budgetary strategy 
hinges on a rapid growth of industrial output 
next year which will yield higher customs 
and excise revenue 

For this to happen several favourable 
factors have to materialise Firstly, agn- 
cultural performance has to be good next 
year We have had two good monsoons in 
1992-91 and 1991-94 and past trend indi¬ 
cates the possibility of a hiccup in 1994- 
95 If this happens certain agro-based in¬ 
dustries may suffer and more importantly 
agriculture’s demand tor industrial goods 
may suffer If this happens the hopes for 
the required increase in industrial output 
may not materialise as also the buoyancy 
in revenues 

Secondly, in theory with all the changes in 
excise and customs duties and concessions 
to exports they must boom and thus contrib¬ 
ute to an expansion in industnal output The 
20 per cent increase in exports in the first 
half of 1991-94 should lend credibility to 
such an assumption An examination of the 
figures, however, indicates that though an 
Item like plastics and linoleum shows a 119 
per cent increase the export items which are 
absolutely large are gems and jewellery, 
ores and minerals and oilmeals Manufac¬ 
tured Items like readymade garments, pn- 
maiy iron and steel and leather manufac¬ 
tures do not show much of an increase If 
cost considerations were nut the cause of 
their inadequate performance itts doubtful 
if they will move up next year as a result of 
these budgetary changes In that case even 


an export increase of a high order based on 
the same factors may not promote the growth 
of the domestic industnal sector 

Finally, one comes to the question whether 
(because of the concessions given) more 
growth can be expected in those items of 
industnal output which have registered a 6 
per cent growth this year ’ High growth rates 
have matenaliscd in beverages and tobacco, 
jute textiles and leather and fur products 
which have small weights Textiles, basic 
metals and alloys and chemical products 
which together have a weight of 14 per cent 
have grown by a little over 6 per cent Can 
It be argued that these will grow even faster 
because of the concessions given and lead 
also to an investment upswing which will 
lift the machinery industiy out of its current 
depression ^ 

Will other industry groups experience 
an upswing because of the changes initi 
ated' Are new investment plans going to 
be made because some costs have gone 
down and the profits of some companies 
will expenence a sharp rise because of the 
5 per cent cut in corporation tax ( \ccord 
ing to the financial press ITC is one of the 
biggest beneficiaries of this cut) Will this 
lead to a rise in overall demand which will 
usher in the recovery process’ This may 
not happen at all and an alternative sec- 
nano may develop Private industry in this 
country has always cued itself to govern 
ment expenditure so far as investment is 
concerned This mindset was evident from 
the admonition administered in the post 
budget TV interview by Manmohan Singh 
to a bufiness executive who asked why 
government spending had not been pitched 
higher Therefore if the development ex 
penditure of the government is only mar 
ginally higher the reduction in costs may 
not lead to any upward revision of cxpec 
rations 

Also there are a number of factors in the 
liberalisation process which have increased 
uncertainty in the system While reduced 
customs duties make imports cheaper by 
the same token they increase toicign com 
petition to domestic produceis The in 
flow of foreign capital has led to new 
alliances, meigcrs and takeovers and 
thereby increased uncertainty—a situa 
tion not conducive to greater new invest 
ment in many areas Opening up the 
economy has meant that relatively small 
high cost and technologically backward 
Indian firms have to face large interna 
tionally competitive firms Adjusting to 
the new environment is bound to be difti 
cultand timeconsuming particularly when 
we have other institutional impediments 
like the absence of an exit policy inability 
to reduce excess labour, etc Besides this 
process of adjustment to global compcti 
tion takes time as the finance minister 
himself has stated He, however seems to 
think that such an adjustment has already 
occurred which is debatable To expect 
that in such a situation cost cuts will lead 


to an investment upswing might well look 
not like a calculate risk but a triumph of 
hope over discretion' 

IV 

Suppose the gamble does not pay off, 
what happens then ’ Development expendi¬ 
ture gets cut and the budget deficit becomes 
smaller We will have stability but no or low 
growth Alternatively—the finance minis¬ 
ter seems to prefer this route—nothing is cut 
so that the fiscal deficit reaches, say, the 
same level as in 1991-94, i e, 7 3 per cent of 
GDP The budget deficit will exceed 
Rs 6,000 crore and the money supply which 
probably will have increased more than IS 
per cent by the end of this yeas will swell 
even mote To control the resulting inflation 
wc may run down foexi stocks and foreign 
exchange reserves Wc will then have the 
wot St of all possible worlds not enough 'y] 
growth, rising prices and reduced 
manoeuvrability in the coming years As the 
interest burden will be more ^an halt the 
revenue expenditure, much harsher fiscal 
discipline than when Singh Icxik over as 
finance minister and low growth will be our 
lot for quite some time 

The budget speech mtikes it amply clear 
iliat the finance minister knows all the right 
answeres that continued market borrowing 
IS not good because it raises the interest 
burden to unsustainable levels that conlin 
ued deficits financed by the Reserve Bank 
arc not m the long term interests of the 
economy that subsidies should be con- ^ 
tamed that assets c reated out of borrowed ” 
funds should create adequate debt serving 
capacity, and that sale of assets should lead 
to extim (inn of debt and not to financing 
current expenditure He has promised that 
all these goals will be pursued next year 
onwards Why could he not have put into 
piactice all these good things in this budget’’ 

Altci the budgetary debacle in 1991 94c(>uld 
he nut have cut non development cxpendi- 
tuic whenever possible instead of scoffing 
at the little saving that could be made not 
given those concessions in direct taxes 
and contained the liscal deficit' II rev 
cniic buoyancy is not rc ilised and il lor 
some reason or the oiher he is unable to 
contain non development expenditure as 
m 1991 94 wc will be facing disaster I he 
answci to such a question seems to be in 
the nature of out society we always want 
a tree lunch except when wc have our 
backs to the wall 

I have always felt that what this country 
needs is not an economic expert as finance 
minister but a wizard His task is to tax 
nobody but spend as much as is needed to 
achieve growth alleviate poverty, generate 
employment minimise anequality, reduce 
regional imbalance and geneiaily turn India 
into a mcxlem nation by Ihe year 2000 
Howevci, all this has to be done with stable, 
if not falling prices Let us hope that 
Manmohan Singh will turn out to be such a 
wizard' 
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Bahiyans as Vainguarcis 
^SP and BMS in Maharashtra Politics 

MpAcsh Gavaskar 

In its bid to grab parliamentary power, the BSP has reduced the plural 
modes of contestation to a unidbnensional offensive, fiuling to tcJce into 
account regiomd variations. The. BMS, in contrast, is attempting to give its 
movemettt a broader historical base through an exploration of negotiated 
patterns of cultural change. 


AFTER making a significant dent on the 
electoral politics of Uttar Pradesh, the 
BSP supremo, Kanshi Ram, has rested his 
1 eyes on .the south. Within a span of two 
Iteonths he held three rallies—one in 
I Bhiwandi and two at Shivaji Park in 
Bombay. The recent one held at Shivaji 
Park on March 1S overlapped with a dem- 
onstration*cum-show-of-strength orga¬ 
nised by the Bahujan Maha Sangh 
(BMS) at KalaGhoda, Bombay. The BMS, 
a regional political formation working 
in close association with the Bharatiya 
Republican Party (BRP) led by Prakash 
Ambedkar, was formed in February 1^3 
and in the summer of that year its candi¬ 
date won Kinwat legislative assembly 
seat, defeating Congress and BJP contes¬ 
tants. Since both BSP and BMS aim at 
"Tltinsolidating the same social ba.se, the 
simultaneous occurrence of die two rallies 
generated interest as to who mobilises 
more bahujans beneath its flag. Inciden¬ 
tally, on March 13, the RPl (Athawale) 
too held a rally at Shivaji Park to felicitate 
Sharad Pawar for bringing about the 
namvisUr* of Marathawada University. 
Whatever the speculations regarding the 
attendance at the three sites, one note 

I IS clear; the bahujans, with their rapid 
political conscientisation since the Mandal 
unveiling, are now a highly contested 
terrain. 




Emerging Theme 


A couple of years ago the hindutvavadis 
were riding the crest of political wave and 
had succeeded in making religion and 
secularism the pivot of political debate. 
Now, under changed circumstances, caste 
IS becoming a metanarrative of the Indian 
politics. Already the uproar over the 
Mandal had revealed the caste base of 
Indian bourgeois capitalism; now, the dalit- 
OBC coupling has exposed the caste base 
of Hindu nationalism. In fact, the 
metanarrative may do more. It may un- 
Nfiask the Congress and the Communist Par- 
'ties as hide-outs for brahminism. It 
may dismantle the class base of trade 


unions and breed caste-based unions as an 
elective barricade against the privatisation 
drive. 

The political potency of the Mandal 
report is gradually unfolding. The group¬ 
ing of diverse, numerically small castes 
under the overarching category of the OBC 
has resulted, to use Gramscian terms, in a 
shift from the war of position to the war of 
movement on the Indian political map. No 
more does Kanshi Ram or Prakash 
Aml^edkar talk of alliance with estab¬ 
lished parties. Self-respect and self-reli¬ 
ance are the catchwords. While Kanshi 
Ram, in his newly gained confidence, dis¬ 
misses reservations as crutches, Ambedkar 
talks of contesting 288 Maharashtra as¬ 
sembly seau. What has given charm to 
this rhetoric is the fact that a non-Con- 
gress alliance slayed the hindutvavadi 
dragon iii the heart of the cow-belt. In 
retrospect, the hindutvavadi frenzy has 
played a catalytic role in galvanising the 
backwards under a non-Congress banner. 
This aura of .independence is being 
capitalised upon by Kanshi Ram and 
Ambedkar. A slogan of the BMS says: ‘Bhik 
Nako Sattechi! Satta Havi Hakkachi!!’ 
(We spurn the crumbs of powerl We de¬ 
mand our rightful share!!). Twenty-odd 
years after Dalit Panthers’ frontal attack 
on Congress lordship in the state, once 
again the ’chavni’ (camp) has begun to 
move. This time more united and more 
numerous. 

In contrast, Ramdas Athavale’s felicita¬ 
tion of Sharad Pawar exposes him to the 
danger of being seen as a vassal and a 
mendicant. Kanshi Ram's success has 
whetted the political appetite of the back¬ 
wards. Given the rise in their self-esteem, 
the upper caste identity-of the benevpjent 
Congress leader can prove to be a liability 
rather than an asset. In fact, the swiftness 
with which the issue of namvistar was 
resolved, given that it was pending for IS 
long years, showed that the decision was 
more a political rescue operation of Sharad 
Pawar than a fulfilment of an agenda for 
social justice. Buffeted by winds of change 
from within and without, Sharad Pawar, a 


Skilled manipulator, recently inducted 
Babanrao Dhakane, a vanjari, into the 
party-fold. Arun Thakur coins Pawar’s 
move as an attempt to build ‘Madhav 
Sena’ (Ma-dha-v: malis-dhangars- 
vanji^is) wherein Chhagan Bhujbal, 
Shi vajirao Shendge and Babanrao Dhakane 
represent the three numerically dominant, 
landowning castes from non-Maratha com¬ 
munities of Maharashtra. This move is in 
tune with the history of state Congress 
which up till now has progresxd by mak¬ 
ing strategic co-optations to ensure stabil¬ 
ity of its government. ’On the other hand, 
the BSP is reported to be concentrating on 
kunbis, kolis, bhandaris and agris—the 
last three being non-agricultural commu¬ 
nities. A significant feature of these com¬ 
munities is their militancy, nurtured by 
Shiv Sena over the years. Kanshi Ram 
aims to capture this base and chaiuelise 
it for his own firebrand politics. If this 
happens, Shiv Sena will be left lame, and 
this can push it further in the extremist 
direction! 

Subversive Principle of Enumeration 

Sudipto Kaviraj, commenting on the 
structural change in cognition that accom¬ 
panies the transition from traditional soci¬ 
eties to modem nation-states, labels the 
former as fuzzy communities and the lat¬ 
ter as enumerated communities. The fuzzy 
communities, he remarks, “...did not see 
historical processes as diings Which could 
be bent to their collective will if people 
acted conceitedly on a large enough scale. 
Since they did not ask how many of them 
were in the world, they could not consider 
what they could wreak upon the world for 
the.r collective benefit through collective 
action” (1992:55). In contrast, the nu- 
mencal notion directly feeds into the con¬ 
cept of nation. In India, three sources can 
be identified which promote numbers as a 
major part of argumentation; (a) the cen¬ 
sus, introduced by the British administra¬ 
tors, objectified for the natives their 
strength in numbers; (b) the electoral poli¬ 
tics, based on simple majority, further 
institutionalised the game of numbers in 
the post-independence era; (c) the reser¬ 
vation policy, besides enrolling numbers 
on the side of social justice, added the 
dimension of proportional representation. 
The statements of the bahujan leaders 
reflect the polemical mileage that can be 
garnered from these sources of numencal 
discourse. 

The consequence of clubbing numerous 
castes under the OBC category is the con¬ 
ception of a homogenised block of 52 per 
cent of voters. This demographic giant, if 
mobilised, becomes a numerical capital 
confronting the cultural and financial capi- 
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tal of ‘Jat-<)andge’ (caste bullies) and ‘dban-. 
dandge* (wealthy bullies). Already the 
BMS has termed the 27 per cent reserva¬ 
tion quota sanctioned by the Mandal Com¬ 
mission for 52 percent OBC population as 
‘half-justice’. It aims to amend the related 
clause in the Constitution uid deliver full 
justice, tallying the quota with the OBC 
proportion in population. Numbers can 
also be employed to erect sharp contrast 
between assumed and actual positions. 
Thus, the Congress absolutism in 
Maharashi,a can be reduced to a dynasdd 
rule of mere 137 households. The incon¬ 
gruity can be projected by recounting that 
SO lakh vanjaris have two MLAs, 80 lakh 
dhangars have one MLA, while one crore 
malis have just one ministerial berth. On 
the other hand, one per cent deshmukhs 
have four to five ministers and numeri¬ 
cally equally insignificant patils have 10- 
12 ministers with key portfolios (Pawar 
1994:11). Such argumentative twist ren¬ 
ders the universalistic claims of the Con¬ 
gress regime into a particularistic 
deshmukh-patil raj. 

Disturbing Portents 

Yet, unanimity does not prevail on the 
bahujan front. The BSP and BMS differ as 
to where to draw the line of essential 
contradiction in a society seething with 
caste tension. The BSP harks back to the 
pre-Poona Pact days when Ambedkarism 
had just freed itself from the illusion of 
emancipation within the Hindu fold and 
was burgeoning into a militant posture. 
The BSP looks upon the Poona Pact as a 
scalpel that cut short the life of a genuine 
revolution. The recent statements of 
Mayavati, the general secretary of BSP, 
labelling Gandhi as an enemy of dalits, 
stems from this belief. The point of inter¬ 
est would be as to how far the BSP suc¬ 
ceeds in making the OBCs accept this 
view. Pot, in the Hindu society cultural 
deprivation has been a graded phenom¬ 
enon and hence the felt-needs of the OBCs 
need not necessanly be coterminous with 
those of the dalits. The recent incidents in 
UP which exposed the casteist venom that 
the OBCs have for the dalits caution against 
a simplistic solution based on sharp po¬ 
larities Notably, the BMS takes a saga¬ 
cious stand on this issue. In its attempt to 
be literally majoritarian, it not only in¬ 
cludes Gandhi among its revered figures, 
it also acknowledges the contribution of 
the ‘varkaris’ and the sufis of medieval 
times. This highlights its bid to search for 
deeper historical roots and for an accep¬ 
tance of negotiated pattern of cultural 
change. 

Moreover, in the Maharashtrian context 
Gandhi becomes a potent symbol for ral¬ 


lying secular forces against communal 
propaganda. Gandhi, assassinated by a 
Poona brahmin, proves handy in 
stigmatising the Sangh parivar in public 
eyes. Kanshi Ram, in his zeal to actualise 
the dream of Babasaheb, walks roughshod 
over political traditions of Maharashtra. 
His brazen national sweep wiU have to 
take into account the regional variations. 
Kanshi Ram’s single-minded march to 
power may enthuse many a sympathiser of 
the downtrodden but his style of function- 
ing is based on a myopic view of 
Ambedkar’s vision. Ambedkar did exhort 
the downtrodden to become the ruling 
class of the country but beneath this ex¬ 
hortation lay a cognisance of a protracted 
struggle on various fronts. Kanshi Ram’s 
naked bid to grab parliamentary power 
reduces the plural modes of contestation 
to a unidimensional offensive. 

The Left Response 

The left parties, too, held a demonstra¬ 
tion on March 21 at Kala Ghoda, Bombay. 
But their goal was different. Five left 
parties—CPI, CPM, Lai Nishan (Bhosale), 
Satyashodhak Communist Party and 
PWP—gathered under the banner of 
Shramik Sangharsh Samiti to mobilise 
rural unorganised labour against the im¬ 
pending ratification of the GATT agree¬ 
ment in mid-April. As expected, the rally 
addressed the working class identity of the 
gathered masses. It mentioned them as 
anganwadi workers, sugarcane cutters, 
EGS and forest labourers, agricultural wage 
earners, etc. Interestingly, the social iden¬ 
tity of this rural unorganised sector is 
prominently lower and middle caste in 
nature. It was this identity which the BMS 
leaders prioritised during their rally a week 
before. The identification of the masses in 
ethnic terms carries an emotional reward. 
It helps maintain a continuity of identity 
across diverse civic spaces. Thus, the ab¬ 
sence of a dhangar in the cabinet can be 
made to designate the unimportance of 
dhangars in the overall decision-making 
process. Further, allocating the portfolio 
of animal husbandry to a dhangar rein¬ 
forces the traditional occupational role, 
and this factor can be exploited to ques¬ 
tion .the progressive image of the Pawar 
government (Pawar 1994:11). The rheto¬ 
ric based on primordial identities gener¬ 
ates an immediate semblance of participa¬ 
tion/non-participation in power structure. 
This sentiment can be especially acute in 
case of the backwards. For the relation¬ 
ship between the macro ’Hindu’ identity 
and the micro caste identity becomes more 
and more parasitic as one descends the 
caste ladder. Thus, a totally different men¬ 
tality operates at the lower orders of the 


caste society. Kancha Ilaiah articulate! 
this cleft as follows: “While the educatec 
upper castes feel very strongly about the 
Hindu identity in the context of the con¬ 
tending multi-religions in India... the feel¬ 
ing of the educated lower castes about 
their cfste identities within the Indian 
market and power domains is even stron¬ 
ger” (1994-669). The left’s rhetoric lacks 
this cutting edge. 

The left has extended a cautious wel¬ 
come to the BMS. It appreciates the BMS 
and BSP for having effectively politicised 
the materiality of culture and stemmed 
the tide of hindutvav'adis [Desai 1993, 
Pansare 1994). It envisages^ this develop¬ 
ment to prove beneficial in popularising 
the left’s ’janwadi’ politics. In the present 
context, where the local and the global are 
getting rapidly juxtaposed, the left has a 
crucial role to play in shaping the subal¬ 
tern politics. Social groups, which have 
recently gained consciousness of their po¬ 
sition in history, find themselves vari¬ 
ously relativised in a globalised culture. 
Modernity has resulted in an existential 
dilemma for them. They approve of the 
economic benefits accruing from 
modernisation but want to resist its cul¬ 
tural advance. This has made them search 
for roots either apolitically, as in the case 
of Adivasi Ekta Parishad, or politically, as 
in the case of the BMS. Yet, making caste 
the-‘T)asic unit of mobilisation need not 
mean justification of all its accoutrements 
Arguing for the validity of *jati' panchayat, 
just because caste gives social mooring, is 
a case in point. The left, with its sharpened 
tools of historical understanding, needs to 
critically intervene and prevent the explo¬ 
ration from being merely formal. 
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Atrocities on Dalits in Gulbarga 

Upper Caste Hold on Police 

Ambrose Pinto S J 

The resurgence of the dcdit movement in Gulbarga district of Karnataka 
has resulted in growing upper caste violence on the dalit with the police 
playing a partisan r^le tuui ifftoring daUt compUants. 


THE dalit movement has grown rapidly in 
Gulbarga district where dalits form 25 per 
cent of the total population according to the 
census of 1991. The maximum number of 
atrocities in Karnataka on the dalits have 
been in Gulbarga in the last two years. 

The dalits have come to realise that there 
IS a price to be paid for asserting their right 
to equality. Rights arc never given. They 

* have to be fought fur and a price has to be 
paid for it. To the extent the dalits cany on 
their age old professions and do not question 
their caste masters, there is peace in dalit 
colonies. But the moment they refuse to 
continue with their hereditary gccupations 
they incur the wrath of their caste masters. 
Take the case of Malkappa who was made to 
eat human excreta on November 3,1991 in 
Busanur (Gulbarga). His only fault was that 
he refused to cut firewood. Though the 
police anested Shivayya Guthedar, the cul¬ 
prit and a COD enquiry was ordered there 
was no further action. Guthedar was freed in 
no time at all on account of his connections 

* to those in power. This is the same pattemof 
behaviour at Alagi (B) another village of 
Gulbarga. It was customary for the dalits to 
sacrifice buffaloes every year at the Laxmi 
Devi festival of the caste Hindus. But on 
instruction from Bhimsa, the dalit panchayati 
member, dalits refused to perform the sacri¬ 
fice in June 1992. The caste people were 
informed of the dalits' decision two days 
prior to the festival. The caste people issu^ 
death threats to the dalits. Although the 
deputy commissioner and superintendent of 
police were informed of these threats to dalit 
lives, three leaders of the anti-buffalo move- 
ment-Bhimsa, Gurappa and Baksara were 
murdered, on June 3, 1992, the day of the 
festival in the early hours in the presence of 
the circle inspector of police and police 
forces. The murders were discussed in the 
legislature and crocodile tears were shed. In 
spite of the announcement in the assembly 
of the suspension of the circle inspector of 
police, he continued to be on duty. None of 
those involved in the murders have beat 
punished. 

Acquisition of land by dalits is another 
source of conflict. For the landlords and 
zamindars, dalits are cheap labour. When 
they buy land or are given government land, 
the labour situation significantly changes in 
the villages. The dalit come to acquire 
strength. Caste groups resist such attempts. 
Gurulingappa of Shamnur village was mur¬ 
dered on October 2, 1993 for buying five 
acres of land. The lingayats and BCs of the 


taluk had opposed Guruiingappa’s acquisi¬ 
tion of land. The dalits knew that there was 
going to be violence, once Gurulingappa 
boi^ht land. But Gurulingappa was an em¬ 
ployee of the police and he thought that 
because of his closeness to the police per¬ 
sonnel he would be able to get police protec¬ 
tion and went ahead buying the land. The 
£>C and SP were given a complaint a month 
in advance by b^ Gurulingappa and the 
Dalit Sangarshan Samidii (DSS) about the 
dan^r to Guruiingappa’s life. Yet the ad¬ 
ministration took no preventive measures. 
No arrests have been made as yet and uo 
oaopeasMioa givmi to the ftmily. 

The DSS ia as aslieulaie and widely fcp- 
leMaaativcaifMief iwdepeBaaadcfawaes in 
Karnataka. Stalled by nM^rhahie youths, 
it is in its fifteenth year of existence. Dk 
movement has highlighted atrocities on 
dalits. Dalits have been made aware of their 
basic rights of equality and justice in remote 
corners of the state. In the process of 
consciennsation. the dalit power has been 
awakened causing amajorriflbetween dalits 
and the upper castes. 

At Yadgiri, Dandappa, a dalit had bought 
two acres of land. The upper castes were 
quick to encroach on that land. The SP and 
the DSP in spite of complaints from the 
DSS, filed a c^e against Dandappa as an 
anti-social after being given a bribe from the 
upper castes. The case is still going on. At 
the nearby village Yamunappa and 
Shankarappa had four acres of land each. 
They have been cultivating the land for 10 
years. When applied for regularisation, the 
caste people objected to it and threatened 
the dalits with consequences. In 
Tollasanahalli of Chittapur taluk, govern¬ 
ment land was cultivated by dalits. The land 
was annexed by vokkaligas. The upper caste 
want no change in the situation of SCs and 
STs. Any attempts to empower them by 
measures such as providing land and prop¬ 
erty is resisted by the upper castes. 

Whenever the dalits have stood up as 
equals they have invited the wrath of caste 
Hindus in Gulbarga. Gundappa’s body with 
wounds was found in a well in December 
1992. The post-mortem report was that it 
was a natural death. The administration 
expediently linked it up to the Ayodhya 
episode. Huliguppa's murder at Vadi under 
mysterious circumstances is yet to tw inves¬ 
tigated in spite of a written complaint to the 
E>C and SP from the DSS. Jayanth, the 
tractor driva of the local landlord was mur¬ 
dered. The version of the landlord was that 


Jayanth’s death was accidental. After ptnt- 
mortem the body was taken for cremation 
and the parents of Jayanth were informed of 
the murder. Why should Jayanth have been 
cremated when die normal practice among 
the dalits is burid is a question that would 
not find an answa. The post-mortem report 
describes it as an accidental death. On Octo- 
ba 23,1993 Matiappa, a lorry cleaner was 
murdered. There have been othersuch deaths 
diat have not come to the notice of the DSS. 
The DSS has filed complaints in each one of 
these cases to the DC arid the SP. Yanoneof 
these cases arc investigated and none will be. 

Encroachment of government or public 
land by caste Hindus is a common phenom¬ 
enon in Gulbarga. At Hagara Gundige the 
dalits had applied for a piece of land years 
ago for the construction of Buddha Vihar. 
The site is close to the dalit colony. Yet 
when the dalits attempted to build the Vihar 
for their activities on December 6,1993 on 
Ambedkar Jayanthi they were attacked and 
assaulted by caste Hindus. 

Two dalit houses were burnt, 11 dalits 
were injured atxl eight houses were dam¬ 
aged. At Pet Ammapur it was a demand for 
a cup of tea by a group of youngsters in the 
public restaurant that provoked the wrath of 
the caste Hindus. One dalit was murdered, 
six were injured and 11 huts were burnt. The 
village imposed a social boycott on dalits. 
They were provided with no coolie work, no 
provisions in the shop were sold to them and 
they could not draw water from the pubhc well. 

To protest against the total indifference of 
the district administration to atrocities on 
them DSS organised a novel 3,000-strong 
half naked peaceful procession on January 
24,1994. The administration determined to 
break the DSS backbone; came well pre¬ 
pared to handle the situation, with full po¬ 
lice force. On flimsy grounds that the 
processionists were insisting on a particular 
route for the pnKession which was a secu¬ 
rity hazard, the police resorted to severe 
lathi-charge. Over 100 DSS volunteers 
mostly students were beaten up and 11 were 
seriously injured. The police later forced 
entry into the Jagajivan and Ambedkar stu¬ 
dent hostels and picked up the students at 
will and beat them up before taking them 
away. The dalit students were beaten up at 
the bus stand too. In all 127 students were 
arrested, taken into custody and charges 
were filed after brutally assaulting them. 
They were released on bail after two days in 
police custody. According to the victims, 
die police call^ them one after the other, beat 
them up on their legs, heads, backs, and private 
parts till the victims became unconscious. 


Table 1: Cases of Civn. Right Violation 
AGAINST Dalits in Gulbarga 


Year 

Cases 

Registered 

Cases 

Punished 

Cases 

Over 

1990-91 

8S 

— 

— 

1991-92 

69 

— 

— 

1992-93 

49 

— 

— 
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When Ambarayyan asked for water when he 
became conscious, be was told he would be 
given urine. Many of chose who have been 
beaten have fractures and wounds still on their 
bodies. Two have become handicapped for 
life. In the case of Ramesh Kumar, a.s soon as 
his sick mother saw him returning from the 
pdice station two days after the arrest she died 
liom shock on seeing his wounds. 

Nexus between Pouce and Upper Ca.stes 

The DC of Gulbarga is Ashok Kumar 
Manoli, a dalit. So is sub inspector of police 
Kattimani. Yet these police officials could 
not protect the interests of their own people. 
Both have been ‘co-opted’ by the upper 
castes. In fact the two officials are detested 
by the dalits and the OSS. At the lathi- 
charge and later at the third degree punish¬ 
ment meted out to DSS workers at the 
barracks diese two police officials were 
actively involved. According to the DSS the 
procession was a peaceful one and the pelt¬ 
ing of stones was done .by the people hired 
by the police. A huge police force was 
brought to Gulbarga that day to crush the 
dalit power. That the whole police adminis¬ 
tration is closely aligned with caste interests 
is clear to the dalits. Even those who were 
from their own ranks meant to safeguard 
their interests, once in office, conveniently 
bypass them. Then there was the director of 
social welfare Kantappa whom we had a 
chance to meet. He is in-charge of SCs’ 
hostels. Yet when the police entered the 
hostels, he was bypassed. Though he pos¬ 
sesses a great love for his own people and 
was quite sad at the events, he has not been 
able to take an independent stand on behalf 
of the DSS. He looked quite helpless, con¬ 
fused and unable to assert in the interest of 
his people. 

A question worth pondering is whether 
those who through reservation have occu¬ 
pied the seats of power as representatives of 
the oppressed groups will ever be able to 
represent their own class interest? Some 
one in power are co-opted, others find 
themselves quite helpless, given the S(x:io- 
political structure. It is a fact that many 
dalits once in power do not want to as.sociate 
themselves with their own people. Ashok 
Kumar Manoli, the DC is a good example. 
An efficient bureaucrat, he has married into 
the brahmin fold and his attitude is typically 
brahminical. The other police officials in 
Gulbarga are no different. On the other hand 
the director of social welfare has been taken 
for granted by the establishment. Being 
weak, he has been a mere spectator to the 
events incapable of making any n.terven- 
tions on behalf of his people. 

Dharam Singh, the social welfare minis¬ 
ter visiting Gulbarga soon after the police 
atrocities went to the two hostels from where 
dalit students were forcibly taken. The 
minister pulled up the superintendent of th^ 
hostels for permitting the police to enter the 
hostels and beat up the students. Hie super¬ 
intendent said that he was not in office when 


the police arrived. As soon as he came to 
know about it, he had complained to the SP. 
The minister promised to take action against 
officials who entered the hostels without 
permission. The DSS wanted the suspen¬ 
sion of the DC Ashok Kumar Manoli, CPI 
Balakrishna Badigere, sub inspector 
Kattimani and SP Jeevan Kumar Gaonhar. 
Dharam Singh promised to look into the 
demands, and to examine all cases of atroci¬ 
ties against dalits in different villages of 
Gulbarga and assured punishment to the 
guilty. 

Later at a press conference, Dharam Singh 
said that the civil rights enforcement cell in 
the stale would be strengthened. While re¬ 
leasing Rs 80 lakh, he assured sufficient 
staff, vehicles and equipment for the cell. 
Gulbarga district was identified as sensitive 
and a mobile squad was posted there. Orders 
were given to the police administration to 
screen all the 127 arrested students and release 
the innocent among them immediately. 

An assurance was given to the DSS that a 
senior police official would be deputed to 
investigate the lathi-charge. Accordingly 
the ((irector general of police (crimes and 
training) F T R Colaso E>GP and the deputy 
inspector general of police, civil rights en¬ 
forcement cell Srinivasan were sent to 
Gulbarga to enquire into the police-dalit 
tussle and the increasing incidents of atroci¬ 
ties against SCs. Within a few weeks the 
minister promised a meeting of ministers, 
legislators, MPs, prominent political leaders, 
DSS and social activists to discuss the cases of 
atrocities against dalits in the district. 

The chief minister visited the place. An 
amount of Rs 21,500 was disburst^ towards 
the loss of property to 10 victims at Pet 
Ammapur. At Kudala Hangarga Rs 34,200 
was disbursed to five families and Rs 23,000 
to 10 persons at Hagargundagi. At the as¬ 
sembly tears were shed at the loss of lives 
and property of the dalits in Gulbarga. With 
that the Gulbarga dalit problem was given a 
burial. At the lime of the crisis the govern¬ 
ment makes numerous promises. Once the 
crisis is over the state fulfils none of the.se 
promises. 

The Police Response . 

As a first step to appease the D.SS, Badigere 
the CPI and Kattimani the SI were a.skcd to 
go on leave by the government. But the 
policemen were quick to act. Over 200 of 
them went on .i map strike for more than two 
hours protesting against the government 
order of sending the two police officials on 
leave. Mallikaijuna Khargc, co-operation 
minister condemned the snap strike. He 
wanted the policemen to ventilate the griev¬ 


ances to the government through propc 
forum instead of going on a snap strike. H 
alleged that the police were trying to sup 
press the dalits' protest against atrocitie 
committed on them and hold the govern 
ment to ransom. Gundappa Korwar, Rajy. 
Sabha member condemned the strike b; 
police. The striking police termed the re 
ports on dalit atrocities as false and biased 

Later the social welfare minister am 
Krishna Bhat, the police union leader held, 
discussion. It was not clear what transpirei 
at the meeting, but both the minister anr 
Krishna Bhat denied that the police were ot 
strike but could not explain how exactly the 
incident of policemen deserting their statioi 
en masse could be de.scribe3. The two offic 
ers were back on duty. The order asking 
them to proceed on leave was rescinded 
The police in fact had called off their .strikt 
following the withdrawal of theorders agains 
the two officers. Soon after, the police alsi 
took out a victory procession. The govern 
ment looked helpless and easily gave in K 
the brutal police demands. While the dalit; 
are not given their legitimate right to protes' 
against atrocities committed on them througl- 
a march, how is it that the police managed U 
get support from the establishment for then 
heinous crimes ^d illegal pr<x:cssion? 

The two senior officials F T R Colasc 
DGP and the deputy inspector general of 
police Srinivasan who conducted the in¬ 
quiry gave a clean chit to the police. The report 
justified police lathi-chaige. In a press confer¬ 
ence, the DGP even observed that more police 
were injured in the incident than dalits. There 
is no truth in police excesses, Colaso ob¬ 
served. It was without doubt a partisan 
report to protect the police force. The key 
player in the whole game is the DC Ashok 
Kumar Manoli. Bent on destroying the DSS 
movement and his own people he is much 
involved in dividing the dalits. While sub¬ 
mitting totally false reports to the govern¬ 
ment on all the incidents where dalits have 
been killed and wounded, he has projected 
himself as an upright officer. According to the 
DSS, he has bought up people, paid for false 
witnesses and acted against dalit interests. 

In the midst of all this, the DSS strategy of 
struggle has been admirable. In spite of the 
lathi-charge, they continued their struggle 
in an organised manner. Whenever they 
have perceived threats to their lives by 
upper castes, the DC and the SP have been 
informed, though they have failed to provide 
them with necessary protection. Wherever 
there was a death or assault on the dalits the 
organisation has filed a oimplaint at the police 
station and obtained a receipt. All the protests 
and the measures of the DSS have been consti¬ 
tutional. In a society when caste laws are more 


Table 2: Cases of Atbixtiues against Dalits. January-Februaiiy 1994 


Month 

Ca.ses 

Cases 

Final 

.Still under 

Cases 


Reponed 

Investigated 

Report 

Inquiry 

Punished 

January 

53 

29 

9 

17 

— 

Fdiruary 

41 

.16 

3 

22 

— 
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powei)ful than constitutional laws, they have 
of course not been able to obtain justice. 

In Qulbarga, while trying to dcfin'e the 
dalit i^ntity outside the FUndu fold, the 
movement has provided much needed cour¬ 
age and inspiration to ordinary dalit men and 
women in>remote comers of the district to 
stand ujp for their dignity a.s human beings. 
While die ordinary dalits still celebrate some 
of the Hindu feasts and fcistivals, the DSS as a 
whole Is moving away from Hinduism, a 
religion responsible for their untouchability 
to ’Ambedkarism’ and ‘Buddhi.sm'. 

Most of those against whom lathi-charge 
was ihade and those who have died among 
the dalits have been their leaders. Police and 
the caste people have targeted the leadership to 
crush the movement. Yet with a view to build 
up a strong movement the educated have 
united with the impovenshed majority of their 
own community. To broaden the .social base 
for revolt all sections among the dalits—the 
holeyas, madigas, chaluvadis, dhors, 
jhadamales and others—have come together. 
They are becoming proud, assertive, inde¬ 
pendent and active in their own cause. 

In all the case.s of death and damage the 
government was quite eager to win over the 
DSS by paying paltry compensation to the 
victims. The DSS has not been keen on 
monetary assistance but on getting the cul¬ 
prits booked. With the whole system against 
them, will its cries for Justice be ever heard? 
A section of the dalits are painfully realising 
that the state is not going to look after their 
interests. It will continue to oppress them if 
they do not rise against it as one people. 
Con.stitutumal methods are meant to delay 
and gradually deny justice to them. They 
have sufficient evidence to the fact. At the 
directorate of social work, Oulbarga. the 
figures of civil rights violations lor 1990 to 
1993 were available (Table I) 

The DC claims that the cases relating to 
civil nghLs violations and atrocities have 
decreased. But those who knew the situation 
in Gulbarga hold the opposite view. Cases 
have gone up, but dalits have lost faith in the 
state. If the ca.ses have not been reported it 
is because they have lost faith in the capacity 
of the state to provide them with justice. 

The message is clear to the dalits. The 
slate professes to be on the side ol the SCs/ 
STs, weaker sections and the oppressed 
groups. Laws arc enacted against untouch¬ 
ability and providing land to the landless. 
Special .schemes under 'Aradhana' and hous¬ 
ing are initiated for the bciicfit of marginalised 
groups. There arc constitutional piovisions for 
the empowerment of the socio-economically 
oppressed groups. But none of these arc 
translated into action. The reason is simple. 
In spite of its loud pronouncements the state 
serves the interests of the upper ca.stcs and 
classes. There is a close nexus between caste 
and power in the state. 

What is the alternative left to the dalits? 
As a re.sult of the DSS demand, a judicial 
probe into all the atrocities against the dalits 


has been ordered. The report is to be out in 
three months. Is not this one more state 
gimmick to cheat the DSS? Those who have 
aligned themselves with the state will never 
be punished. Yet the DSS has accepted the 
probe. What is tragic is that the committee 


THIS note has reference to an earlier letter 
(EPW. August 21, 1993) in which it was 
mentioned that the profitability of rural 
branches has received a big boost with the 
income tax rebate available for banks at the 
rate of 4 per cent of average rural advances 
from the year 1993-94 as against 2 per cent 
rebate allowed earlier. In the current year’s 
budget the tax rebate has been raised to 10 
per cent of average rural advances with 
effect from April 1,1995. This has tremen¬ 
dous implications for rural credit expansion 
as well as the overall post-tax profitability of 
the banks. Its result will be that banks which 
expand healthy rural credit will repeat very 
hi^ po.st-tax profit and profitability. 

For analytical purposes, we may make 
some calculations based on the rural ad¬ 
vances of banks given in an earlier study 
('MythofNon-Viability of Rural Branches’, 
EPW, May 1,1993). The tax rebate for the 
year 1991 -92 was 2 per cent of average rural 
advances plus '2 per cent of gross profit 
made during the year. The sum of these two 
Items was lower than the other route for tax 
rebate, namely, bad loans written off, and 
consequently the rebate provision based on 
rural credit was not made use of. For calcu¬ 
lating the post-tax profitability of branches 
(grouped by population), the income-tax 
paid for the year may be distributed amongst 
branch groups according to their contribu¬ 
tion to pre-tax profits. Using the same meth¬ 
odology, we may work out the post-tax 
profitability of branch groups taking the 
enhanced tax rebate of 10 per cent of aver¬ 
age rural advances. The tax rebate at 10 per 
cent of rural advances far exceed the gross 
profit of rural branches. For analytical pur¬ 
poses. the excess tax rebate is also treated as 
income of rural blanches and the amount 
has been proportionately deducted from the 
gross profit of branches in other population 
groups. By this method we may airive at the 
pOst-tax profit of branch groups, as shown in 
the accompanying table. 

With the tax rebate the post-tax profitabil¬ 
ity of the bank goes up to 1.24 per cent and 
those of rural branches to an incredible 4.97 
per cent. We have worked out these figures 


set up has been constituted with no reference 
to dalits. The DSS as a well organiMd 
political movement may rest by conslitu* 
tional means when they know the Constitiir 
tion, the courts and the administration doe* 
not provide them with justice. 


on the basis of 1991-92 business figures 
when rural credit constituted 21.5 per cent 
of total credit. If by 1995-96, the share of 
rural advances could be raised to 2S percent 
even as total credit remains unchanged, the 
overall post-tax profitability of the bank 
will go up to 1.31 per cent which is veiy 
comfortable. By 19^-95 the bank would 
have met the accumulated provision needs 
leaving only the normal annual provision 
which may te taken at 0.6 per cent cS average 
loans or say 0.3 per cent of wotking funds. 
leaves a net profit of 1 per cent working 
funds for appropriation to reserves and pay¬ 
ment of dividend to shareholders. 

In this perspective, for the medium-teim 
the crucial task before the public sector 
hanks is taking steps to enhance productive 
rural credit. Looked at from this angle, it 
goes to the credit of a bank such as the 
Punjab National Bank that, notwithstanding 
the banking industry’s general demand for 
reduction in priority sector credit or closure 
of rural branches, its Corporate Plan fw 
1995-96 recognised the importance of pri¬ 
ority sector credit for the profitability of its 
rural branches as well as the bank as a whole. 
The plan included strategics for boosting 
priority sector credit in general and direct 
agricultural credit in particular. But trans¬ 
forming that goal into reality is not an easy 
Job. Banks have to undertake many innova¬ 
tive practices to enhance the flow of produc¬ 
tive rural credit. The earlier strategy of 
compulsory target lending will not yield the 
required results. 


TxBlf 

(Rs cron) 


Branch 

Groups 

1 

Working 

Funds 

2 

Post-Tax 
Prom 

3 

Profita¬ 
bility 
(3 as Per 
Cent of 2) 
4 

Rural 

.1496 

174 

4 97 

Semi-urban 

1800 

12 

0.33 

Urban 

.5471 

20 

0.37 

Metropolitan 
Bank as a 

7005 

39 

0.55 

whole 

19772 

245 

1 24 


lability of Rural Bank Branches 

Analyst 

The income tax rebate available to banks at the rate of 4 per cent of 
average rural advances has been raised to 10 per cent in the current 
year's budget. This has tremendous implications for rural credit 
expansion as well as the overall post-tax profitability of banks. 
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Where in the world 
have 270,000 of our 
compressors gone ? 



Australia, Canada, China, Italy, Russia, 
Singapore, UK, USA... to name just a few. 


Ingersotf-Rand (India) is by far the largest exporter of 
compressors in the country. In the last few years, exports 
have earned over Rs. 25 crores in foreign exchange 
annually. 

A major breakthrough has been the export of sophis¬ 
ticated process gas compressors to the People's Republic 
of China and small air compressor packages to Russia. 

Apart from compressors, our exports include drilling rigs 
and allied equipment to Africa, South East Asia and USA. 
Products that will feature increasingly in our future eimorts. 

But that’s not all. For the last 18 years. Ingersoll-Rand 
(India) has continued to receive recognition certificates from 
the Export Promotion Council for outstanding export 
performance. In 1989-90, we also won the All India Best 


Exporter Shield. An achievement befitting a company 
which, to date, has exported over 270,000 compressors to 
every continent. 

Manufactured at our Ahmedabad plant, Ingersoll-Rand 
compressors have earned an international reputation for 
unmatched reliability. 

And over the years we're only getting better. 

Now you know why our compressors have gone where 
they have. 

Ingersoll-Rand is a Government recognised Export 
House. Besides our own products, we also promote 
exports of high quality equipment of other local 
manufacturers. 





□ INGERSOLL-RAND 

The first name in compressors... worldwide 

Ingersoll-Rand (India) Limited • Offices throughout India. 
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Union Budget and Dedine in 
Educational Effort 

KSChalam 

The budget proposals and the budget rigidity towards education in the 
central sector might bring educational inequalities in the long run because 
they indirectly encourage privcde sector growth in education. 


THE government budget is an annual state¬ 
ment of public expenditure and revenue 
envisaged for a financial year. It is a process 
“through which the wishes of the electorate 
are translated into concrete projects and 
programmes designed to satisfy the de¬ 
mands forpublic goods”. It is acycle through 
which continuous process of expenditure 
for various government projects are pro¬ 
posed to be approved and ultimately ex¬ 
ecuted. Therefore it ccmtains in-built mecha¬ 
nisms like taxation to initiate structoral change 
and provide broad directions of development. 

The preparation of the union budget and 
Its presentation in the parliament attracted 
great significance when Manmohan Singh 
took over the portfolio of the finance 
minister in June 1991 under exceptional 
circumstances. He has created a sense of 
confidence and brought unbridled 
economy under control through various 
macro-economic policy variables. He has 
introduced the so-called structural adjust¬ 
ment model (SAM) which consisted of 
three main elements, namely, exchange 
rate adjustment, fiscal correction and struc¬ 
tural reforms in the area of trade and 
industrial policy. The mam concept which 
was significantly discussed during the 
budget and also in post-budget delibera¬ 
tions was the concept of gross fiscal defi¬ 
cit. The concept of fiscal deficit “reckons 
the total resource gap in terms of excess of 
toul government expenditure over rev¬ 
enue receipts and grants. This concept 
fully reflects the indebtedness of the gov¬ 
ernment”. It was envisaged that the fiscal 
deficit would be reduced by 2 percentage 
points from 8.4 per cent of GDP in 1991- 
92 to 6.S per cent of GDP during the year 
1992-93 and it would be further reduced to 
5 per cent thereafter. This deliberate policy 
of the government reduced the fertiliser, 
food and other kinds of subsidies fiiat were 
given by earlier governments. The immedi¬ 
ate next year created a sense of complacency 
among the government functionaries as the 
policy was really creating some results. In 
this context the government was not con¬ 
ceding to any kind of criticism that the 
reduction in expenditure on social sectors 
would furdier deepen the inequalities and 


poverty. Human resource development was 
not considered at that time as a priority area 
though the same government modified its 
National Policy of Education in 1992. 

The concept of human resource devel¬ 
opment takes into consideration sectors 
like education, health, family welfare, em¬ 
ployment, nutrition, etc. Here, we concen¬ 
trate only on education as it is a major 
sector that come under human re.source 
development. There is a marked differ¬ 
ence in the current budget formulation 
towards priorities of the economy and 
society. The simple manner in which the 
budget was introduced by Manmohan 
Singh with lot of transparent concern for 
the social sectors indicate that there is 
some political element in the budget-mak¬ 
ing as the current year is an election year 
in five major states in the country where 
non-Congress governments arc in power. 
However, the shift of emphasis from purely 
liberalisation, globalisation mode to that 
of helping the middle classes appear to be 
an important departure. If one links the 
speech delivered by the prime minister 
Narasimha Rau at the World Economic 
Summit and the pre.sent budget, it is clear 
that the rigour in the profound belief in the 
market appears to have decelerated and 
the peculiar socio-cultural realities of the 
country seem to have attracted the atten¬ 
tion of the prime minister and the finance 
minister in making the present budget. 
Perhaps it may also be due to the post¬ 
ponement or temporary elimination of the 
political and economic crisis which the 
present government had encountered when 
it came to power in 1991. Therefore the 
present budget has made some popular 
moves in the social sector that attract the 
attention of middle class opinion-makers. 
But the policy of liberalisation which was 
initiated in the previous years in the edu¬ 
cation sector like that of privatisation and 
capitation colleges may not really help the 
people to get these declared benefits. 

Eoixationai, Concessions 

The amount of concessions that the fi¬ 
nance minister announced for the educa¬ 
tion sector during the year 1992-93 and 


during the current budget include: (1) 100 
per cent tax rebate on the contributions to 
recognised educational institutions, (2) 
Tax exemption to the extent of Rs 25,000 
per annum on repayment of educational 
loans including interest up to a cumulative 
total of Rs 2 lakh, and (3) 5 per cent cess 
on imported technology for the develop¬ 
ment of R and D. These concessions arc 
applicable to higher education. The con¬ 
stitutional obligation of providing free 
and compulsory education to all in the age 
group of six to 14 years has remained as an 
elusive ideal. After realising this problem, 
perhaps the prime minister who is a former 
HRD minister has announced recently that 
the government is committed to spend 6 
per cent of its GNP on education. The 6 per 
cent GNP syndrome has been attracting 
the attention of various categories of people 
for the last one decade, ever since the 
Kothari Commission envisaged that 6 per 
cent of GNP be devoted for education by 
1986. Even this figure is arrived at by the 
Kothari Commission under the assump¬ 
tions of a population growth of l.S per 
cent and the rate of growth in national 
income of 7 per cent and per capita expen¬ 
diture at the rate of Rs 75 by 1986. This is 
a controversial figure as the 6 per cent of 
GNP can be either public expenditure or 
public and private combined In fact the 
total central and state government expen¬ 
diture on education plus the private indi¬ 
viduals’ expenditure on education consti¬ 
tute around 6 per cent of GNP by 1990. 
The Kothan Commission protected this 
figure in 1966 assuming that the per capita 
expenditure would be Rs 75 in 1986 in 
current price and Rs 54 per capita in con¬ 
stant pnees. But the fact of the matter is 
that the per capita expenditure in 1986-87 
was Rs 112.7 in current prices. Therefore 
there is no sanctity in the figure of 6 per 
cent of GNP. However, the prime 
minister’s commitment to the figure will 
bring positive results m future since the 
proportion of public budget expenditure 
on education to the GNP has still remained 
below 6 per cent. This may be kept in 
mind while arguing for more funds for the 
education sector. The literacy rate of the 
country has remained at 52 per cent and 
half of the illiterate population of the 
world are in India. Therefore, the conces¬ 
sions announced by the finance minister 
will positively influence enrolments at 
higher levels of education only. 

Higher education in India, particularly 
the professional and technical component 
has been a prerogative of the privileged 
few for the last four decades. Yet. the total 
enrolment in the system of higher educa¬ 
tion constitute around 7 per cent of the 
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conespondingage group while itstands at 
around 20 per cent in some ot the ad¬ 
vanced 01^6 countries and in countries 
like South Korea, Japan, etc, in the Asian 
region The IMF/World Bank experts have 
developed a iheoretital argument that 
higher education is increasingly benefit¬ 
ing the pnvate individual and “unless edu¬ 
cational development becomes less de¬ 
pendent on public tunds, countries will 
not be able to tap fully the profitability of 
further educational investments” This 
•rhetonc by the World Bank experts in 
1986 helped the government ot India to 
formulate a National Polity of Education, 
1986 The NPE 1986 has for the first time 
admitted that most ot the courses that are 
taught in our educational institutions are 
redundant The liberalisation process in 
the economy was also started more or less 
around this period Further, privatisation 
of higher education gained momentum 
with the declaration ot the delinking of 
degrees from jobs Out of every hundred 
students enrolled in higher education 45 
belong to liberal arts and 21 arc from 
commerce The remaining 14 arc admitted 
in different categones of sciciccs and 
professional and technical courses avail¬ 
able in the mainstream education system 
But, during the last lew years courses in 
the area of computers, electronics ac¬ 
countancy, etc are being increasingly of 
fered by non formal private institutions 
The mushrooming of these institutions in 
the metropolitan centres and even in semi- 
urban areas is a visible change in the 
system of higher education in the country 
rhe number of univcisitics and colleges 
have also increased during the period 1986 
87 to 1991-92 The most significant part 
of this increase is that 6U per cent of these 
colleges have come up in the four states of 
Andhra Pradesh, Madhya Pradesh, 
Maharashtra and Karnataka It one looks 
at the management ot these colleges it 
will be cleat that most of these colleges 
are established with political clout and 
quite often with a communal overtone It 
is reported that teachers working in these 
colleges have made then way up to the 
collegc/university level even without 
crossing their district border fheretore 
the quality of education in these institu 
tions needs to be critically reviewed by 
agencies like the UGC 
The NPE 1986 has produced an accom 
panying document on ‘Programme ot Ac 
tion’ (POA) on each sector and subsector 
of education However this was reviewed 
and reviewed In July 1991 CABE ap¬ 
pointed the chief minister of Andhra 
Pradesh to review the POA and it has 
given Its report with 100 recommenda¬ 


tions The new POA 1992 has devoted 
considerable part of its report to the 
achievements made so far and outlined 
future programmes in educatiop It is sig¬ 
nificant to note that for the first time the 
government Economic Survey devoted a 
separate chapter to social sectors that in¬ 
cluded education The 1992-93 survey 
contained only 18 lines on higher educa¬ 
tion But the message in the survey is very 
clear The survey indicated that ‘increased 
involvement of voluntary and pnvate agen- 
cies’ will continue in higher education In 
the case of professional and technical edu¬ 
cation, the government intends to support 
the five elite IITs and five IIMs in the 
country It is also indicated that the exist 
ing subsidies for higher education will be 
withdrawn by raising tuition fees and the 
distance mode is the alternative source of 
education for the weaker sections ot the 
society The World Bank was approached 
with a major project of upgradation ot 
polytechnics in the country wity I 650 
crorc 

Some ot the important achievements 
which arc likely to continue in future 
include the introduction of NEI, enhance¬ 
ment of salaries and promotional upporiu 
nities for teachers in colleges and univer¬ 
sities autonomous colleges and depart 
ments, establishment of state council ot 
higher education, academic staff colleges 
development of model syllabus in 23 dis 
ciplines through centres ot curriculum 
development, country-wide class room, 
etc These initiatives in the higher educa 
tion system of the country it is envisaged 
would rejuvenate the system to reach in 
tcmational competitiveness and world stan 
dards There is very little that the govern 
ment intends to do to raise the levels ot 
literacy when single teacher schools are 
being closed for want of staff In Andhra 
Pradesh alone it is reported that 5 000 


single-teacher schools wereclosed in 1993. 

The World Bank/IMP structural ailjust- 
roent model which has induced the gov¬ 
ernment to reduce the fiscal deficit has 
already shown its impact on social sectors 
in general and education in particular The 
budget allocations for higher education 
have declined The expenditure on soaaJ 
sectors in real terms and as a proportion of 
GDP and total budget expenditure remain 
constant Similar conditions have been 
reported in other third world countnes 
where SAM was introduced 

In India the Supreme Court has declared 
education (including higher education) as 
a right of the citizen The same court has 
later allowed the neo-capitation colleges 
to emerge and collect huge tuition fees in 
the name of management quota along with 
a special provision for NRIs in the 
Unniknshan vs state of Andhra Pradesh 
case The major thrust of this policy seems 
to encourage privatisation in the educa¬ 
tion sector The long-run implication of 
this measure is clear It creates an inequi¬ 
table society by providing opportunities 
to those who have the money power and 
deny the entry into the system to others In 
a democratic technological society 
entry into power, privilege and bu 
rcaucracy is possible through higher 
education It the entry to the education 
sector IS blurred, the poor and the so 
cially and educationally disadvantaged 
groups will remain outside the system for 
ever The World Bank experts and their 
supporters arc arguing that open learning 
system is thrown open to such groups It is 
further argued that those who do not have 
economic support can still be benefited by 
the private sector through the slowly 
developing credit market in higher 
education This is exactly what the 
finance minister has done in his 1994- 
95 budget by providing concessions to 


Tabif I Fa(.iitywiseEnroimcni in India 

(Penentage to the total) 


Year 

Arts 

Scie 

nee 

Comm 

ercc 

Engl 

neenng 

Med 

icine 

Educa 

tion 

Agri 

culture 

Law 

Veten 

nary 

Science 

Others 

Total 

1960 61 

44 90 

30 00 

10 20 

360 

2 70 

1 50 

1 30" 

2 30 

0 50 

300 

100 

1970 71 

44 30 

31 70 

II 50 

300 

3 30 

1 80 

1 40 

2 30 

0 20 

040 

100 

1990 91 

40 40 

I9 60 

21 90 

490 

3 40 

2 30 

1 10 

5 30 

0 30 

0 80 

100 


Table 2 Status of Hiohfr EourAHON in US 1991 


Sources of_Reyenue (Per Cent) 



Enrolment 
(Per Cent) 

Expenditure 
(ftr Cent) 

Tuition 

Fee 

Federal 

State 

Grants 

Others 

Public Insiiiiiions 

78 77 

63 5 

16 1 

54 3 

29 6 

Pnvate Institutions 

21 23 

36 5 

40 4 

184 

41 2 


Souite US Chitmicle of Higher Uiuatum August 1993 
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educational loans. The intention is to create 
s loan market for education which the World 
Bank had prominently mentioned in its 1986 
, poUcy prescriptions. 

The three major policy options sug¬ 
gested by the World Bank in 1986 for 
developing countries are being imple¬ 
mented now in India. These policies 
include (1) recovering the public cost 
of higher education and re-alloc^ting 
government spending towards the level 
that produces the highest social re¬ 
turns, (2) developing a credit market 
for education, together with selective 
scholarships, especially for higher edu¬ 
cation. and (3) decentralising the man¬ 
agement of public education and en¬ 
couraging community and private sup- 
r ported institutions. These policy mea¬ 
sures would largely benefit the privi¬ 
leged and well-to-do sections of the 
society as the entire mechanism of 
admissions is now based on the market 
forces. Some economists hkve also 
started using Adam Smith’s classical 
argument that the salaries of teachers in 
universities and colleges be left to the free 
play of market forces as the output con¬ 
tributed by these newly recruited lecturers 
IS not commensurate with the increase in 
(heir salaries. But the problem in third 
world countries is that the disadvantaged 
a groups are not aware of the advantages of 
education and therefore, quite often they 
under-invest in themselves. It is precisely 
for this reason that the state is given a role 
to play here and invest in the human capi¬ 
tal. Even in the advanced countries like 
the US, France, the Netherlands, etc, SO to 
70 per cent of the higher education enrol¬ 
ment is in public-supported institutions 
and the fees constitute less than 20 per 
cent of the public cost (Table 2). The 
remaining cost of education is augmented 
through several ways including private 
endowments. These are the countries which 
I have achieved a minimum of 20 per cent 
enrolment in higher education through 
public support and achieved the critical 
minimum effort in education to provide 
the necessary base during their early stages 
of development. Comparing the leaders 
like South Korea in Asia is pertinent here 
in terms of its structural adjustment.model 
ami the educational effort made by this 
country. South Korea and some Asian 
countries have restructured their econo¬ 
mies towards highly modem technology 
by producing scientific and technical man¬ 
power in the initial years through public 
investments. In the west, successive gov¬ 
ernments and people have already invested 
in tiieir countries’ human capital during 


the last century and early part of the present 
century to cany out the development pro¬ 
cess which South Korea did in 1980s. Dau 
from UNESCO (1991) suggest that there 
were 30,000 technicians per million of the 
population in South Korea in 1981 while 
there were less than 800 technicians per 
million population in India as late as 1990. 
South Korea manages to have half of India’s 
strength in R and D personnel with about 
a 20th of India’s population. And with a 
GDP per capita that is nearly seven times 
that of India, South Korea invests 2.1 per 
cent of its GDP in R and D as against 0.9 
per cent in India. The recent UGC Pro¬ 
posal to convert first degree courses into 
vocational stream in 100 institutes in the 
country is still in the formulation stage. 

The concessions announced by 
Manmohan Singh in tax rebate for contri¬ 
butions to educational institutions in the 
previous budget and the concessions an¬ 
nounced to students who took loans for 
their studies during the current budget 
appear to be positive and encouraging. 
But if one looks at the allocations for the 
social sectors including education during 
1994-95 budget vis-a-vis the previous bud¬ 
gets, there is a decline in the allocations 
for the education sector. Allocations for 
the education sector in the revised esti¬ 
mates is Rs 2,644 crore for the year 1993- 
94 and the amount allocated for this sector 
during 1994-95 budget is Rs 2,623 crore 
(plan + non-plan). This constitutes 1.7 per 
cent of the total budget expenditure in 
1994-95 compared to 1.8 per cent in 1993- 
94 revised estimates, ft may be further 
argued that the allocations of the central 
government towards education constitute 
less than 2 per cent of the budget as 
education is a concurrent subject and much 
of the expenditure on education is met by 
the state governments. 

The expenditure on social sectors par¬ 
ticularly education will effect the state 
expenditure on education as the central 
grants to states have remained constant. 
Therefore the overall effect on the educa¬ 
tion through budget process appears to be 
negligible in terms of the recent budget 
proposals. Further the public sector 
disinvestment may affect the enrolment at 
various stages of education because of the 
fact that most of the public sector under¬ 
takings have been maintaining their own 
educational institutions and the withdrawal 
of the investment might affect the devel¬ 
opment of education in future. Further, 
investment in public sector was made pos¬ 
sible because of the sacrifices made by.the 
illiterate and socially and educationally 
backward masses by foregoing their edu¬ 


cation in the past. These investments were 
also made out of the savings contnbuted 
by these sections and by diverting the 
funds to the public sector which should 
have been utilised to improve the quality 
of human capital of the poor and deprived. 
Therefore, the money, belongs to them. 
The present government has no moral 
right to take away the savings and sacri- 
flees of the past generation and convert 
them into private investments to benefit 
the few privileged through public sector 
disinvestment. The money belongs to the 
socially, educationally and economically 
deprived sections as they have postponed 
(heir investment in human capital and also 
contnbuted through indirect taxes as con¬ 
sumers. Therefore, these disinvestments 
should go for the development of educa¬ 
tion, health and nutrition of these groups 
through subsidies and not to pay for the 
inefficiencies of the few and to safeguard 
the interests of the private individuals. 

The concessions announced by the fi¬ 
nance minister during the current budget 
in repayment of loans relate to under¬ 
graduate and postgraduate courses in medi¬ 
cine, or management or postgraduate stu¬ 
dents in pure sciences, applied sciences, 
mathematics or statistics, if this conces¬ 
sion is analysed from the point of loanee. 
It must be clear that (hose who have some 
assets and are capable to repay will alone 
be eligible. But those who do not have the 
necessary wherewithal may not benefit 
from these concessions. It may even alien¬ 
ate the poor people from higher education 
as the value of paid seats in some of the 
private professional institutions amount 
to several lakhs of rupees and the an¬ 
nouncement of this concession prompt the 
managements to strengthen their legula- 
tions for the payment of the fees with a 
plea that loans are now available lor the 
economically poor. This may evn moti¬ 
vate somis of the poor but bright boys to 
take a loan and become a professional. 
They may become modern bonded 
labourers to the banks after their educa¬ 
tion and continue to repay huge sums as 
loan instalments. 

The proposal to collect a.cess of 5 per 
cent on imported technology and the 
amount thus accrued will be kept with the 
department of science and technology for 
R and D is the most progressive step in the 
budget proposals. Because, (his will dis¬ 
courage ail kinds of imported technology 
from outside and help to indigenisc the 
imported technology with the money avail¬ 
able through collection of cess. This was 
executed by Japan in the initial period of 
its development process 
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TAKING OMSSA TO THE FOREFRONT 


'rtno hot vcRt raserve Of 
precious notuol resources 
Continuous efforts ore beipo 
mode to explore the wealth 
step by step inthefCrefront 
of the efforts storxts the irv 
dustrKil Development Cor¬ 
poration of Orissa Ltd, 
populoilY known as IDCOL 

The Comporvy has over the 
years successfuly estobSied 
number of Industrial urxts of 
Its own all over the state and 
promoted a number of sue- 
cesstltf Joint ventwes 




IDCOL 

The Industrial Deveiopment Corporation of Orissa Ltd. 
(A Goverrvnent of Oittsa UndertaUngt) 

PBNo 78 Bhubaneswar-751001 
Phone 402170/402120 
Tlx 0675-243. FAX 0674-402218 
Gram INOEVCO 


The Corporation s own 
turn-over has now reached 
Rs 200 00 crores per annum 
And it Is continuously 
erxjaged in exporKlirx) Its 
base further in neweis and 
more diversified fields thus 
acceleroting the techno- 
ecorromic growth of Orissa 
to make it a modern in 
dustrial state placed 
prominently in the mop of 
the country and to revive 
the last glory of the old Kolm- 
ga n the country 
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New Policy of Containment 

Robi Chakravorti 


The objective of US foreign policy from now on would be to shape the 
world order so that the basic structural criticisms of US interests are 
neutralised This is likely to be attempted through a ‘soft co-optation ’ of 
leaders and groups in the third world countries. 


GEORGE KENNAN, reputed to be the 
founding father of the policy of contain¬ 
ment which is supposed to have led to the 
decline and dissolution of Soviet Union, 
was recently felicitated by the Council on 
Foreign Relations in New York in celebra¬ 
tion of his 90th birthday. 

Kennan gave a speech which was cx- 
^ cerpted in the op-ed page of the New York 
Times (March 14). He acknowledged that 
his article published in the Foreign Affairs 
under the pseudonym X bad inspir^ the 
US policy of containment originally aimed 
di halting the expansion of Soviet power 
into central and western Europe. 

According to his current interpretation 
of the original policy outlined by him over 
four decades ago, he views it mainly as 
diplomatic and political acts, “though not 
without military implications”. He com¬ 
plains that in.stead of conducting negotia¬ 
tions with Soviet leaders following suc¬ 
cessful operation of the Marshall Plan and 
k Berlin Blockade and other measures, west¬ 
ern countries targeted the goal of 'uncon¬ 
ditional surrender’ which led to the devel¬ 
opment of consequences such as unneces¬ 
sary military expenditures, development 
of nuclear weapons and their disastrous 
potentialities and the communist control 
of Bast Germany, Czechoslovakia and 
Hungary. 

The new world devoid of threats such as 
Hitler, Japan and Stalin’s Russia, which 
dominated foreign policy thinking, poses 
a new challenge for the US foreign policy¬ 
makers. This topic dominates the writings 
of various foreign policy experts, offering 
dinerent suggestions clothed in the mo¬ 
rality of freedom and free market and the 
special place that the US holds in mixing 
these two concepts and translating them 
into policies and programmes in other 
countries. One must view Kennan’s opin¬ 
ion in this context. 

Kennan recommends that the founda¬ 
tion of the new policy be based on sound 
principles—^“principles that accord with 
the nature, the needs, the interests and the 
limitations of our country”. Then, he quotes 
the celebrated liberal politician of the 19th 
century, John Quincy Adams. The quota¬ 
tion is produced to support his contention 
that the situation that the US faces today is 
hot new in the country’s historical experi¬ 


ence. “Similar situations,” he claims, “ex¬ 
isted in the early years of the republic and 
again toward the end of the 19th century.” 

Kennan’s references to the past history 
of the US foreign policy are selective both 
in facts and their interpretation. During 
the early stages of the formation of the US 
republic, several states could be annexed 
or added because of the conflicts between 
the big powers of the time such as France, 
Spain and England. 

'The point of this criticism is to show 
how past history can sometimes be 
reinterpreted in support of the so-called 
new global order viewed from the US 
perspective, while hiding the dynamics of 
the contradictions between the enuncia¬ 
tion of principles and their actual practice. 

Kennan’s point about preparing a new 
foundation for the post-cold war foreign 
policy is well-taken, but the stated moral 
basis of its operation and its historical 
precedent can be questioned by critics of 
the US policy. The dissolution of Soviet 
Union and the weaknesses of the Marxist 
utopia arc important factors to be taken 
into consideration; but these two factors 
and their jingoistic assessment may lead 
to new forms of abuse of power for the 
‘needs and interests’ of the country. When 
Kennan mentions “the limitations of our 
country”, he is apparently suggesting a 
careful use of military power in future. 

On the other hand, one can interpret the 
limitations faetpr as the ‘need and inter¬ 
est’ of maintaining the US economic struc¬ 
ture facing increasing pressure for change. 
The pressure comes from two broad 
sources: increasing global competition for 
resources and labour, and the concomitant 
demands for social and economic rights in 
different countries taking different forms. 
Seen from this perspective, Kennan’s for¬ 
mulation for a new foreign policy ap¬ 
proach acquires a different meaning. 

In this context, we can cite two docu¬ 
ments; one relating to what Kennan him¬ 
self said in a secret memorandum to the 
State Department which Noam Chomsky 
exposed in an article published in the 
Monthly Review (September 1985); the 
other one illustrating a historical prece¬ 
dent of how political moral principles 
enunciated by liberal intellectuals can 
degenerate into handy justification.s for 


crude intervention. John Quincy Adams, 
whom Kennan applaudingly quotes, for* 
mulated the concept of the Monroe doc*, 
trine founded on the moral principles of 
self-determination in the western hemi¬ 
sphere which was later used as a justifica' 
non for different types of intervention. 

Let us examine the ‘second illustration 
first. John Quincy Adams, the sixth presi¬ 
dent of the US, IS credited with the cre¬ 
ation of the Monroe doctrine when acting 
as the secretary of state under president 
Monroe who preceded him as president. 
Adams was a liberal in the true sense of the 
term. He oppo.sed slavery. 

The Monroe doctrine, since its official 
announcement in 1823. remained the moral 
basis of Ameiican foreign policy for over 
acentury. While the doctrine was preached 
on the moral grounds of the right to self- 
determination in the western hemisphere, 
its interpretation shifted to suit what 
Kennan now dc.scribes as the nature, needs- 
and interests of the US. President Polk in 
1845 interpreted it as the right of the 
people of the western continent to decide 
their own destiny. Teddy Roosevelt in 
1904 declared that the US was an ‘interna¬ 
tional police power’. Teddy Roosevelt, 
interestingly, was also associated with the 
policy of the ‘big stick’ in the Caribbean 
area and 'dollar diplomacy’. In 1912, sena¬ 
tor Lodge carried through Congress a reso¬ 
lution extending the Monroe doctrine to 
non-European areas like Japan. Instances 
of US intervention in early decades of this 
century are numerous, such as in Haiti 
(1915-34), Santo Domingo (1916-24) and 
Nicaragua (1912-33). These interventions 
took place before the emergence of the 
fear of the Nazi devil followed by the 
communist devil. 

According to historian William 
Appleman Williams {America Confrdnts 
a Revolutionary World, 1776-1976), the 
postulates of the Monroe doctrine were 
later extended as the Open Door policy 
applied to Asia and the rest of the world 
using “the rhetoric of self-determination 
to mask a policy of sophisticated imperi¬ 
alism.” President Woodrow Wilson, too, 
according to this interpretation of the con¬ 
tinuity of economic and political interests 
under the guise of moral prqnouncements, 
defended his policy in precisely similar 
terms, The purpose of the Monroe doc¬ 
trine, in the early period, was to acquire 
contiguous agricultural land; later it was 
modified to meet “the needs of capitaUsi 
markets and raw materials”, according to 
Williams. 

This sample of historical cases is pre¬ 
sented to stimulate an analysis of basic 
similarities of gap between the rhetoric 
and reality of foreign policy and'its opera¬ 
tion in the past and the future. While 
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Kennan, in his speech quoted above, advo¬ 
cates the foundation for a new post-cold 
war foreign policy on a blend of moral and 
practical grounds and quotes the liberal 
hero, John Quiniy Adams, the secret 
memorandum that he issued as the head of 
the State Department s Policy Planning 
Staff in 1948 shortly after the publication 
of the article in the /o/eign Affain, spells 
out the t arthy needs and i nierests ’ aspect 
of his policy pronouncement 
In the memoiandum quoted in the ar¬ 
ticle by Noam Chomsky in the Monthly 
Re\uw, Kennan wrote We have about 
10 percent of the world s wealth, but only 
6 3 per cent of its population In this 
situation we cannot tail to be the object of 
en\ y and resentment Our real task in the 
coming period is to desise a pattern of 
iclationships which will permit us to main 
tain this position c>l disparity We need 
not deceive ouiselves that we can afford 
tixlay the luxury of altruism and world 
benefaction We should cease to talk 
about vague and unreal objeclfves such 
IS human rights, the raising of the living 
standards and democratisation The day is 
not far olt when wc aie going to have to 
deal in straight power concepts The less 
we are then hampered by idealistic slo¬ 
gans, the bettci I hts statement should be 
seen in the contemporary context of the 
widening gap between the rich and the 
poor in the third world countries 
Several publications including respect¬ 
able professional louinals have pointed 
out the increasing income disparity in 
third world countries 1 wo examples ol 
such analysis from the world system and 
dependency viewpoint can be cited Two 
articles published in the Ameiuan Sotio- 
lonual Rtvifix the ollicial louinal ol the 
Ameiican Sociological Association in 
1990 linked with supportive data, the 
global expansion of economic dependency 
with income inequality and consequent 
protest men ements One article suggested 
that while the effects ol dependency on 
genciating rebellion through economic 
growth and income inequality are straight¬ 
forward the effects through repression 
differ by the c harac ter ol the regime ( De 
pendency md Rebellion A Cross-National 
Analyyis’ byleiry Bosswell and William 
J Dixon ASH August 1990, p 111) 

The othci article .ilso, presenting im¬ 
pressive data about protest movements 
following economic growth with “auster¬ 
ity measures concludes that while the 
long-run consequences arc unclear, “so 
cial unrest provides a motive and an op¬ 
portunity for ceitain third world states, 
especially the new democracies, to reas¬ 
sert an economic nationalism based on 
reduced dependence" ( Global and Na¬ 
tional Sources of Political Protest Third 


World Responses to the Debt Crists’ by 
John Walton and Charles Ragin, ASR, 
December 1990, p 888) 

1 o sum up, economic inequality accom¬ 
panies economic growth and there are 
different forms of repression resulting from 
economic dependency often linked with 
military dependency. An important point 
to add in this kind of analysis is the politi¬ 
cal instability currently plaguing what was 
once called the second world and the con¬ 
sequent weakness in projects of organising 
countervailing forces against the domina¬ 
tion of the US power 
The policy of containment that George 
Kennan outlined led to interventions in 
other countries in three basic forms (a) 
high visibility-high cost, example Viet¬ 
nam, (b) high visibility-low cost, example 
Gulf war. (c) low-intensity-low cost, ex¬ 
amples Nicaragua, Chile The cost in all 
these cases relates to American manpower 
and financial power 
The first type of intervention is likely to 
be avoided in future The occurrence of 
the second type will depend on the range 
of foreign resources, secondary and mon¬ 
etary, available and a convenient concat¬ 
enation of events which does not afflict 
American population and economy The 
third type of intervention will continue in 
various forms as in the past A fourth type 
of intervention that is likely to proliferate 
in future can be described as low visibil- 
ity-low cost inteivention involving 'soft 
co-optation’ of leaders and groups in third 
world countries 

An artiile published in the Christian 
Silence Monitor (August 14, 1990) by 
Joseph S Nyc Jr entitled, ‘Soviet Power 
and America’s Soft Power’, presented a 
succinct description ol this tactic It will 
involve the structuring of “the political 
agenda and the framework of debate in a 
way that shapes the preferences others 
express' According to this approach, the 
ability to affect what other nations want is 
associated with “intangible power re- 
soutces such as culture, ideology and in¬ 
stitutions' Institutions like the World 
Bank and GATT are cited as examples of 
the success of such ‘soft power’ 

The I'S has two special advantages in 
this area One is the proliferation of think- 
tanks and service organisations with the 
objectives of spreading the message of 
‘freedom and free enterprise’ Many such 
organisations claim to be non-govemmen- 
tal but maintain close links with the mili¬ 
tary-industrial complex Reagan 
administration’s clandestine dealings with 
Iran and Nicaragua, revealed during the 
Iran-Contra hearings, exposed the under¬ 
cover activities of one such organisation 
with the name of the National Endowment 
for DemiKraev 


Oliver North, the shady flgure who woo 
media publicity during the Iran-Contra 
hearings, was appointed to head the Project 
Democracy which this organisation runs 
Funds were given by this organisation 
openly to foreign book publishers, labour 
unions and other insutuhons and often se¬ 
cretly to forces to destabilise regimes cnti- 
cal of the US foreign policy Some of the 
organisations like the National Endowment 
for Democracy often openly honour opposi- 
uon political leaders in other countnes The 
Heritage Foundation, for instance, hosted 
dinner parties for the Zulu chief Buthulezi 
and Angola rebel leader Savimbi during 
their visits to Washington ei^ht years ago 
The second advantage is illustrated by 
the recent visits of the former president 
Nixon to Russia and the secretary of state 
Christopher to China These visits show 
how Washington’s foreign policy-makers 
are following a clever tactic of keeping 
contacts not only with the people in power 
but, also, those opposing them,,In the past, 
It was generally done indirectly or co¬ 
vertly, not It IS being done openly and 
often officially This does not mean that 
covert contacts are obsolete There have 
been allegations, for instance, of secret 
CIA contacts with Islamic fundamentalist 
elements in Egypt Omar Abdul Rahman, 
accused in the bombing plot of the World 
Trade Centre in New York, was charged 
by Egyptian president Mubarak as 4 secret 
CIA agent 'ITiis was denied by the CIA, 
but his contacts with Saudi Arabia and 
Afghan rebels are well-established 
The lactic of soft co-optation can take 
many forms Amcncan experts may go to 
a country in case of problems such as 
labour disputes threatening the disruption 
of links with the Amencan market to offer 
expertise on ‘conflict management’ While 
contacts are made both with government 
leaders and key opposition leaders, in 
some cases there may also be undercover 
assistance to the people in power in both 
areas threatened with challenge from grass 
roots militant opposition An American 
diplomat who was killed in Georgia last 
year while nding in a car with the chief 
bodyguard for Edward Shevamadze, was 
later reported to be a CIA agent sent to 
tram Shevarnadze's security force 
Political instability and unco-ordinated 
discursive types of protest plaguing east¬ 
ern Europe, former Soviet Union and other 
parts of the world offer th^ US a wide field 
for different types of intervention, con- 
sisung of old arid new forms The objecUve 
of the strategy will be to contain dissent and 
shape the form of the political order so that 
the basic structural cnticisms of the US 
interests are neutralised These interests were 
clearly spelled out in the secret memoran¬ 
dum of George Kennan quoted earlier 
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Japan’s Constitutional Debate 

SPScth 


As the post-cold war era is catapulting Japan into playing a global 
role, a national debate is raging in the country on how best to amend 
or side-step Article 9 of the constitution which forbids it from 
maintaining armed forces. 


THE post-cold war era has suddenly cata¬ 
pulted Japan into a global role. During the 
long cold war period, Japan was America’s 
junior partner in a bilateral security treaty. 
Its defence against a global communist 
threat (mainly from the Soviet Union) was 
America’s responsibility. The US had im¬ 
posed a ‘peace’ constitution on Japan fol¬ 
lowing its defeat in the second world war. 
Which, under Article 9, forbade Japan 
from making war or maintaining armed 
forces. 

But, with the cold war escalating in the 
.iOs, the US decided to co-opt Japan as part 
of its global strategy of containing the 
communist threat. Japan was returned its 
sovereignty in 1952, but was required to 


In order to accomplish the aim of the 
preceding paragraph, land, sea and air 
forces, as.well as other war potential, will 
never be maintained. The right of belliger¬ 
ency of the state will not be recognised. 
Article 9 is, therefore, very explicit that 
Japan would not maintain armed forces. 
The debate in Japan on this, however, 
betrays tremendous confusion. Okazaki 
Hisahiko, a former senior diplomat, 
recognises the need for amending the ar¬ 
ticle. But, at the same time, he feels that 
even without its amendment, the govern¬ 
ment need not be hamstrung. It can always 
take the plea that the “inherent right of 
individual or collective defence” is 
recognised even under the UN charter. Or 


sign a security treaty with the US to be¬ 
come part of the ‘free world’. At about the 
same time, under a new interpretation of 
the Japanese constitution, the US urged 
Japan to raise its own armed forces for 
self-defence. Amencan pressure led to the 
creation of a ‘police reserve’, later up¬ 
graded to Self Defence Forces (SDF) in 
1954. 

Such ‘creative’ interpretation of Article 
9 of the Japanese constitution created a 
dichotomous situation for Japan—of main¬ 
taining armed forces when the constitu¬ 
tion expressly prohibited this. In the post¬ 
cold war period such dichotomy is only 
too evident. Japan is now a global power m 
Its own right, being the woild’s second 
largest economy. Even though it is still 
America’s security partner, the rationale 
for this alliance is wearing thin. Japan is 


else, the constitution can simply be side- 

^^ped. 

' In this regard. Okazaki Hisahiko gives 
his own example. He says, “I worked for 
40 years as a civil servant, and though I 
wouldn’t say I ignored the constitution. I 
must admit that I carried out my duties 
without much thought to it.” He adds, 
“Really, though, it seems to me that the 
greatest skill of those conversant in the 
law is their ability to weave their way 
through problem areas where the law does 
not show the way.” This is precisely how 
the Japanese establishment has so far been 
getting around Article 9—by legal obfus¬ 
cation or simply by pretending that it did 
not exist. 

But in the post-cold war period, 
with Japan poised to play an increas¬ 
ingly autonomous global role, this kind 


seeking permanent membership of the of sophistry and obfuscation has its 
Security Council. It is being asked to limit Therefore, Nakanishi Tcrumasa 


contribute troops to the UN peace-keeping is adamant that, "...the SDF must bp 
operations. As the tensions between the 


given explicit approval by the constitu¬ 
tion” to give it legitimacy. However, this 
IS easier said than done. Because the amend¬ 
ment to the constitution requires two- 
thirds majority in both houses of the Diet 
(parliament) and ratification by a majority 
vote of the people. 

This will not be easy as many Japanese 
abhor military power. Therefore, accord¬ 
ing to Moroi Ken, a member of the Consti¬ 
tution Study Council set up by Yomiuri 
Shimhun (a Japanese newspaper), “a much 
more realistic option than of trying to pass 
an amendment” is to reinterpret Article 9 
in the new circumstances. But the lan¬ 
guage of the article does not lend itself to 
any interpretation other than pacifism. 
The constitutional anomaly will thus con¬ 
tinue to exist. 

Besides, as Nakanishi Terumasa points 
out, “Once Japan^ started down that road 
(of reinterpretation!, it would find itself 
forever redefining what constitutes a dire' 
threat to its interests and reinterpreting 
Article 9 to meet each change in circum¬ 
stances”. He adds, ‘This would deal a fatal 
blow to the notion that Japan is a law- 
abiding nation, and once respect for the 
law goes, the other ideals [democracy, 
human rights, etc] would go with it.”There¬ 
fore, amending Article 9 is the only viable 
option. 

As IS well known, Japan’s present con¬ 
stitution was imposed by the US on a 
defeated nation. It is only natural that the 
Japanese people, at some stage, should 
want to modify it to reflect their new 
status. Japan has two choices in regard to. 
Article 9: (i) to ignore or reinterpretit with' 
a view to overcoming its constraints; or 
(ii) to amend it under valid constitutional 
procedures. The first will always suffer 
from doubtful legality. The second is a 
painfully long haul as it requires forging a 
broad-based national consensus. Clearly, 
the .second course has much to commend it 
as It discourages the temptation for short¬ 
cuts. Such shortcuts tend to subvert the 
entire system, it has happened to Japan 
before (in the tOs and 40s) and should, 
therelore, be a salutary lesson. 


US and Japan grow on trade and other 
matters, pressures within Japan for au¬ 
tonomous defence are bound to increase. 
But Japan’spaciflstconstitution will stand 
in the way of legitimacy for such, a role. 

A national debate has been raging about 
how best to amend or side-step Article 9 of 
the constitution. Article 9 has two para¬ 
graphs which read as follows: 

Aspiring sincerely to an international 
peace based on justice and order, the Japa¬ 
nese pei^le forever renounce war as a 
sovereign right of the nation and the threat 
or use of force as a means of settling 
international disputes. 


For the Attention of Authors 

The compulsion to limit the size of issues on account of steeply rising 
newsprint and other costs and a sizeable backlog of material awaiting 
publication lead us to request that papers submitted for publication be 
not over 10,000 words, including tables and notes and references. 


It is helpful if contributions in word-processed format are acconrqianied 
by floppy disc copies, in Wordstar preferably. 'The latter will be returned 
after use. 


Economic and Political Webkly April 16-23, 1994 


907 




1 






TATA TEA LIMITED 




1, Bishop Lefroy Road, 
Calcutta-700 020. 




908 


Economic and Political Weekly April 16-23. 1994 










* 


_ _ PERSPECTIVES 


LGoan InteUectuals and Goan Identity 
! An Unresolved Conflict 

Pruned Kale 

\t the centre of the conflict of identity that Goans face today is the 
‘paradise lost’ syndrome. Being Goan and being an Indian are becoming 
increasingly two different things. 


GOA, one of the smallest states in the 
Indian Union, a former Portuguese en¬ 
clave, occupies a unique position in the 
history of European colonial adventure. 
!> When Alfonso de Albuquerque conquered 
rGoa (which consisted of an area of 166 
square kilometres of estuarine islands, 
called collectively Hhas in Portuguese) 
from the Moslem rulers; he in effect estab¬ 
lished the first European colonial foothold 
in Asia. With the two small buffer 
districts—Bardez in the north and Salcette 
to the south—acquired by 1533, a total 
area of 785 square kilometres came under 
direct rule of the Portuguese king, it was 
here in this region known as Velhas 
Conquistas (Old Conquest) that a distinct 
Goan identity was shaped through four 
and a half centuries of European political, 
social and cultural domination. 

During the early years of their colonial 
rule in Goa, the Portuguese administration 
and the Roman Catholic church through 
the Holy Office (Inquisition) established 
in Goa in 1560 unleashed a reign of intol¬ 
erance and terror for the new Christians. 
The injunctions, prohibitions and restric¬ 
tions covered aspects of daily life such as 
preparation of food, what clothes to wear 
as well as the observance and practice of 
rituals and performances connected with 
birth, marriage, and death and aspects of 
culture such as music. The aim was to 
bring about a generic change in the local 
I population by cutting it off totally and 
irrevocably from its roots. To a certain 
extent the colonial policy succeeded and 
led to what Tristao Braganesa Cunha, a 
Goan political leader and intellectual, 
characterises as ‘denationalisation’ of 
Goans. 

“In the whole in India, no people is so 
denationalised as Goans. A complete lack 
of national consciousness and the most 
shameful subjection to foreign rulers, ei¬ 
ther Portuguese or British, render the Goan 
Christian a stranger in his own land. A 
servile follower of everything foreign to 
his country, hybrid in manners and habits, 
living in disharmony with his natural sur- 
rounding.s, his strange behaviour makes 


one doubt the purity of his race, which 
nevertheless in no way differs from that of 
the neighbouring Indian. He is considered 
to be of mixed blood on account of the 
Portuguese names he has adopted and the 
western manners he affects. He has even 
been qualified as a Portuguese Mongrel by 
a Catholic missionary.”' 

The policy of Christianisation or 
Europeanisation did not succeed in rid¬ 
ding the Christian population of Goa of its 
Hindu caste system based on birth. It still 
retains, alter 400 years of conversion. 
Its division into brahmin, kshatriya 
and sudra castes. It created a paradoxical 
situation where the new Christians re¬ 
tained their caste affiliatiors and status 
grouping, while suhsenbipg to the doc¬ 
trine and practice of their new faith. The 
two higher status casi^ groups amongst 
the Goan Catholics were the bamons and 
the charados, corresponding to the brahmin 
and kshatriya castes of the Hindus. Con¬ 
verts from the ‘lower’ Hindu castes were 
grouped together as sudirs, corresponding 
to the sudra cluster of Hindu castes. The 
untouchable, atisudra castes such as the 
mahars and the chambhars, retained their 
Hindu disabilities even after conversion. 
Converts from the ‘tribal' group such as 
kunabi gavadas more or less retained their 
identity and remained only nominally 
Christian. 

The Hindu population which resisted 
conversion was subjected to numerous 
humiliations such as depri val of their rights 
and expulsion from core Catholic region. 
Many Hindus left their ancestral homes 
and settled in neighbouring areas. The 
Hindu, migration was followed by the mi¬ 
gration of a large number of new converts, 
who fled the excesses of zealous inquisi¬ 
tors who were more powerful than any 
civil or military authority the Portuguese 
administration had. The first wave of Goan 
migration was thus caused by the policy 
and practices of the Church with its nar¬ 
row counter-reformation ideology. Dur¬ 
ing the two centuries of its almost total 
ascendancy, the Church institutionalised 
Its control over the local Christian popula¬ 


tion. The office of Pae Dos Cristaos was 
created to watch over the privileges and 
special interest of the native Christians. 

The second wave of migration which 
started in the late 18th and early 19th 
century was the result of the stagnation of 
local economy and the decline of Portugal 
as a colonial power. During the Napoleonic 
wars the British occupied Goa for strate¬ 
gic reasons and although they withdrew 
later, it made Goans aware of jobs and 
opportunities offered for advancement. 
Goan migration, which has continued for 
the last two centuries, has not been con¬ 
fined to any one caste group amongst the 
Catholics. The upper caste emigrants 
(bamons and charados) have followed ca¬ 
reers as colonial administrators, academ¬ 
ics, lawyers, doctors, journalists and tech¬ 
nocrats. The sudirs go in mainly lor ‘sirvis’ 
(service). 

More than the Portuguese civil and mili¬ 
tary authorities, it was the Church hierar¬ 
chy, dominated by European clergy, that 
wielded real power in Goa. ‘Viceroy 
comes, viceroy goes, but the Paulist Fa¬ 
ther stays here forever; says a Goan prov¬ 
erb Cvice-rei vai, vice-rei vem, O Padre 
Paulista sempre lent'). 

One can discern several major elements 
which have contributed to the formation 
of Goan^ identity. Firstly and most impor¬ 
tantly, it is the Roman Catholic Church 
which has shaped the Goan identity through 
the last 4(X) years, giving the Goans not 
only their names but a belief system which 
they shared with their colonial rulers. The 
continuance of a hierarchical social sys¬ 
tem based on Hindu castes has been a 
contradictory, though important force 
which has overtly and covertly contrib¬ 
uted to the formation of this identity. No 
less important to identity formation are 
the contributions of the Goan dia.spor.a and 
the Goan intellectuals of various persua¬ 
sions and ideologies. These various ele¬ 
ments have not always been harmonious 
with one another and the conflict of iden¬ 
tity that Goans face today has its roots in 
them. 

In the 16th, 17th and I8tti centuries the 
intellectual life of the Goans (or the 
Canarins as the Portuguese called the neo- 
Christians) was dominated by the foreign 
clergy. Seminaries like tho.se at Pilar, 
Rachol and Saligao which trained the 
clergy for propagation of faith throughout 
Asia, were centres of traditional religious 
instruction and operated within the intel¬ 
lectual boundaries set by Rome and 
counter-reformation. Of the three religious 
orders in Goa, the most influential was the 
Jesuit in the district of Salcette. (The 
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Donninitians, also in charge of the Inquisi¬ 
tion, ruled in Ilhas which contained the 
capiul city, Cidad da Goa. The Franciscans 
were given the northern district of Bardez.) 
Although brahmin converts were trained 
for parish priesthood up to 1600, a strict 
colour bar existed against the admission 
of native converts as clergy in all/eiigious 
orders till 1750. It was only after Marquis 
da Pombal removed the civil and religious 
inequities to which the Canarins were 
subjected that a class of non-cierical na¬ 
tive intellectual began to emerge (the non- 
Chiistian population in Goa had to wait 
for another ISO years before they could 
enjoy the same benefits of civil and reli¬ 
gious liberties, early in the 20th century. 

The early intellectuals amongst the 
Goans were, predictably and inevitably, 
influenced by the European models of die 
day. They were divided in their polemics 
as Royalists and Republicans, conserva¬ 
tive Catholic dogmatists and secular 
anticlerical reformers and humanists. Eu¬ 
rope shaped their thoughts and European 
concerns were their concerns. Most of- 
them were educated in Europe and spent 
much of their time there imbuing their 
minds with new ideas that represented the 
spirit of the age. They mastered many 
European languages. They wrote in Portu¬ 
guese mainly, but also in French, English 
and Italian. They were civil servants and 
administrators who served the Portuguese 
ill Goa and other colonies. They were 
diKtors and lawyers. The were scions of 
the landed gentry (Bhatl^ar) in Goa. They 
lived in their palatial houses in Goan vil¬ 
lages. They collected honours and titles 
from the Vatican and from various Euro¬ 
pean courts and republics, they got their 
biographical sketches and titles entered 
into publications meant for that purpose. 
They subscribed to European magazines 
and journals. They wrote novels and plays 
in Portuguese and acted them out in Margao 
and Panjim. Their social life generated a 
unique syncretic culture marked by per¬ 
formances such as Mando and Dckani. 
The colonial rulers granted these 
Eurocentric metropolitan intellectuals the 
status of 'asimilados’. These asimilados 
were role models for the upper class 
Goans. 

Prom the Eurocentric intellectuals arose 
a class of intellectuals in Salcette area in 
and around Margao, who began to concern 
themselves with ideological issues and 
participatoiy, elective politics at the local, 
provincial and colonial levels. Notewor- 
diy pmongst these is Bernardo Peres da 
Silva, a member of the Portuguese parlia¬ 
ment from 1822-1844 (representing 
Margao constituency), a partisan of the 
liberal party, friend of Prince Regent Don 
Pedro, who rewarded him with the 
> Prefectship (a stand-in title for governor 


general) of Goa. The Prefect lasted only 
for two weeks in January 1835 when he 
had to flee to Damao because the Europe¬ 
ans in Goa refused to accept his authority. 
Rogerio de Faria, a wealthy Bombay mer¬ 
chant, lent his active support to organise 
an expeditionary force to help the deposed 
Prefect. This diasporic connection failed 
to achieve anything. The onset of mon¬ 
soon defeated it.' A towering figure 
amongst the Goan intellectuals of mid- 
19th century was Francisco Luis Gomes, a 
parliamentarian, novelist and biographer 
of Pombal. 

Menezes Braganca’s life and politics 
later in the century provided a bridge 
between the Eurocentric intellectuals of 
the 19th century and a new breed of intel¬ 
lectuals for whom Goan autonomy be¬ 
came a goal—a possibility. His anti-clcri- 
calism and anti-colonialism soon marked 
him out as a pioneer of ‘Goan national¬ 
ism’. His younger kinsman Tristao 
Braganesa Cunha can be called the first 
'Indian nationalist’, a Goan intellectual 
who looked upon Goa’s political struggle 


and destiny as a part and parcel of the 
Indiu) national struggle for freedom. 

Broadly speaking, the historical move¬ 
ment amongst Goan intellectuals appears 
to follow the path which Gramsci has 
charted in his discussion of the typology 
of traditional and organic intellectuals.^ 
The traditional Goan intellectuals come 
mostly from the elite class and the two 
upper castes, bamon (brahmin) and charado 
(kshatriya). The upper castes distinguish 
themselves from the sudirs (sudras), a 
blanket term used to describe converts 
from all other castes which include a num¬ 
ber of occupational groups of varying so¬ 
cial status. Although no census figures arc 
available from pre- and post-independence 
sources, it is evident that the sudir caste is 
numerically largest amongst Goans. His¬ 
torically members of sudir group worked 
as tenant farmers (mundkars). They also 
worked as menials and .servants in land¬ 
lords’ houses and places ol business and 
as small independent tradesmen: carpen¬ 
ters, tailors, barbers and cobblers. They 
received their rudimentary education in 
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the three Rs and in music at the parochial 
schools run by the clergy in the village. 
For them the clergy and the teachings of 
the Church were of much more impor- 
» tance than for the upper castes. The first 
wave of Goan migration to British India 
was from this group. The early Goan emi¬ 
grants to Bombay, for instance, worked as 
cooks, butlers and domestic servants for 
the British. With their familiarity with 
western music and instruments they found 
employment as players and bandmasters. 
A large number worked as shiphands, sail¬ 
ors, cooks and stewards on passenger and 
cargo lines. These ‘shippies’ (tarwatis) 
earned good wages, saved substantial sums 
with which they were able to buy land and 
build houses. A sizeable part of this money 
was also spent in ostentatious living, 
prompted by a desire to compete with the 
* landlords of the bamon and charado com¬ 
munities. At present this tradition is con¬ 
tinued by Goans who earn their living in 
the Gulf countries and many of whom 
come from the same background. The 
‘Gulf Goans’ are a very vocal and power¬ 
ful group in shaping the identity of Goans 
tixlay. 

The sudir community shows some char¬ 
acteristics of the subaltern group. The 
intellectuals amongst this subaltern popu¬ 
lation seem to have a dtfferent worldview 
and different sense of identity than the 
elite intellectuals have. Their literature, 

^ their theatre as well as their politics reflect 
a distinct worldview which seems to be a 
convergence of three elements. At the 
very bottom is the traditional (Indian) 
belief in a strict hierarchical ordering 
within the family and the society which is 
based on prescriptive rather than ascripti ve 
norms of relationship between its mem¬ 
bers. The second one is provided by reli¬ 
gion, a belief in the sanctity of the Church 
and the clergy, of suffering and martyr¬ 
dom, of humility and poverty, in divine 
intervention and miracles wrought through 
prayers, rituals and penance. The third is 
acceptance of the western way ot life a 
, nostalgia for the symbols of European 
colonial rule. This worldview is reflected 
in popular Konkani Tiatrs and in Romanses 
(romantic novels) in Konkani. It is also 
expressed in the 19th century and contem¬ 
porary Goan journalism in Konkani, En¬ 
glish and Portuguese published from Goa 
and outside Goa. The migrant subaltern 
Goan from Bombay, Karachi, Nairobi, 
Lisbon, London, New York or Toronto has 
contributed as much to the shaping of a 
common ideology and dream of Goa as the 
Goans living in Goa. 

During the last 30 years, since the In¬ 
dian troops marched into Goa to make it a 
part of the Union of India, the Roman 
Catholic society in Goa has undergone 
radical changes. Vatican II has brought 


about changes in the Church which re¬ 
flect, to a certain degree, in the more 
liberal attitude toward the formal aspects 
of religion evinced by the .upper caste 
Catholics—the BC’s as they are called in 
Goa. Culturally many have traced and 
reaffirmed their pre-conversion roots in 
the use of names and surnames. Histori¬ 
cally, Goans have been migrating out of 
their region but very few outsiders, if any, 
have migrated into the state after the in¬ 
clusion of Novas Conquistas in the 18th 
century. During the last 30 years the Goans 
have faced migration into Goa from other 
parts of India. These are job-seekers, en¬ 
trepreneurs and labourers from the 
neighbouring states in India. Numerically, 
the migration has not been great, but it has 
certainly affected the ‘quality of life’, as 
Goans remember it from the unhurried 
days of Portuguese rulers. From the isola¬ 
tion and stagnation of a colonial depen¬ 
dency, the Goans find themselves thrust 
into a world of fierce economic competi¬ 
tion. In this world the Goan emigrant 
worker in the Gulf, and the traditional 
landed gentry feel equally threatened by 
the outsider. This has forced them to make 
political alliances. During (he last five 
years these alliances have achieved some 
positive results. Konkani has been 
recognised as the oflicial language. Goa 
has been granted statehtHxl after being a 
union territory for a long time. The 
alliances have also been instrumental in 
winning power and pre-eminence for Ro¬ 
man Catholic polilical leaders. There have 
been three Roman Catholic chief minis¬ 
ters during the last three years in Goa, a 
privilege they did nut have for three de¬ 
cades after Goa’s integration into Indian 
polity. 

These political gams arc not unmixed 
blessings for the Roman Catholic commu¬ 
nity in Goa. Under the colonial dispensa¬ 
tion of the Portuguese, the Roman Catho¬ 
lics and the Hindus lived peacefully with 
each other. There were no communal riots 
in Goa. The two communities exi.stcd in 
separate spheres—not so much in har¬ 
mony with each other, as in ignorance of 
and indifference to each other. This was 
the paradise of peace and tolerance 
(Bhuvaicunta) that Goa was, as imagined 
by the Goans. It is this ‘paradise lost’ 
syndrome which is at the centre of the 
conflict of identity that Goans face today. 
Being Goan and being an Indian are be¬ 
coming increasingly two different things. 
This crisis directly affects the praxis of 
politics and culture in this very small 
state. As a state, Goa draws a large share 
of its income from tourist trade. The Goans 
have a love-hate relationship with the tour¬ 
ists, especially what are called, not so 
lovingly, the ‘Indian’ tourists who are 
regarded as uncouth, cheap and messy. 


Goans also dislike the young European- 
backpacking sun-worshipper as tourist. 
At the same time Goans do not want Five 
star tourism and have organised them¬ 
selves to fight it as the Army of Awakened 
Goans (Jagnt Goykaranchi Fauz). The most 
recent example of Goan resentment is the 
oppositton to the Konkan railway, a coastal 
railroad network, passing through Goa 
linking it with coastal areas of Maharashtra. 
Karnataka and Kerala. The intellectual 
leadership for organising this protest 
comes from a group of Goans who are 
concerned more with ecology than with 
the unique historical experience of Goa.' 
They come mostly from the upper crust of 
Goan society. Although they have formed 
a loo.se coalition with the subaltern sec¬ 
tions of the community, in practical terms 
they do not share common interests espe¬ 
cially where economic development of 
Goa is concerned. The kind of ecological 
restraints advocated by the environmen¬ 
talists would probably not sit too well with 
the kind of development which the for¬ 
merly subaltern groups, such as the ‘Gulf 
Goans’, flu.sh with their money want in 
Goa. This might provide another dimen¬ 
sion to the conflict of identity generated 
by enlightened self-inteicst amongst (he 
various groups of Goans. 

Notes 

1 Gua Cungres.s Committee, Oenationah\alion 
»/ Goans, Bombay, 1944 Although anony¬ 
mously published, the pamphlet is defim- 
tivcly attributed to Cunha in Antonio da Cruz, 
Goa MfnandMailers. VascodaGama.Coa, 
1964. p 14 

2 The term Goan has been ii.sed to describe the 
Roman Catholic population of Goan origin 
(for Ihe inusi pan descendants of the Hindu con- 
veits from the Vcihas Coiiquislas-Conqucst dis- 
tiicts of Tisswadi, Baidez and .Salceite in (he 
16th century) Historically they have been 
designated as Canarins, Luso-Indians or 
Assimilado The Hindu population of Goa 
was in various histoncal epochs, described as 
Gentoos. Hindus or Indigenas Cuiieiitly in 
the Slate of Goa the Roman Catholic popula¬ 
tion IS less than 4K per cent For the puipose 
ol this paper the term Goan excludes the 
non-Roman Catholic population of Gua 

t Teotunio R de .Souza. ‘Capital Input in Goa’s 
Freedom Struggle’. Indo-Pottuiiuete Historv 
Old hfue.s. New Queslior$s, Concept, New 
Delhi, I98.S. pp 107-111 

4 Anloniu Grainsci, Selections from the Prison 
Notebooks of Antonio Gramsci. (edited, trans¬ 
lated and annotated by Q Huare and G N 
Smith, New York. 1971) 

5 The pustlion of ihc environmcnialisis and 
'reawakened Goans' on Ihe issues of tourism 
and Konkan Railway can be found in Als arcs, 
Claude (ed). Goan Fi.sh Curry and Rue- A 
Cititen's Report tm the Goan Environment, 
Ecoforum Publication, distributed by Olher 
Indian Bookstore, Mapusa, Goa, India. 199,1. 
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REVIEWS 


Explanation and Prescription 

Sumanta Banerjee 

Five Ltetures in Marxist Mode by Randhir Singh; Ajanta Pubhcation.s, Delhi, 1993; 
pp 131, R$ 65. 


IN an age, Vheie non-committal ambiva¬ 
lence has beqpme the sign of etiquette in 
debates in the academic beau monde, it is 
refmhing to find somecme like Randhir 
Singh making his position clear at the outset 
without the po$t4modcmist obligatory hum¬ 
ming and hawing. What he said at a confer¬ 
ence of the Andhra Pradesh Civil Liberties 
Committee in April 1991 (which is included 
in the present collection) is worth quoting, 
since it is the spirit behind that which in¬ 
spires all the writings which make up this 
slim volume. While introducing the topic on 
which he was requested to address the con¬ 
ference (Terrorism, State Terrorism and 
Democratic Rights’), he said; “Mine will be 
in fact a straightforward political'and parti¬ 
san exercise in the sense that in a class 
divided, exploitative society like ours all 
woith while thinking is, inevitably as it were, 
political and partisan. In such a society, on 
all important issues, in philosophy as in real 
life, neutrality is an illusion. Here every¬ 
thing said or done, or left unsaid or undone, 
helps one side or the other”. 

The present collection of seven of his 
writings (including three excerpts) is an 
excellent example of Randhir Singh’s 
forte—a combination of impassioned in¬ 
volvement with, and a simultaneous rigor¬ 
ous analysis of, the issues about which he 
writes. Although encompassing different 
topics—separated by both time and space (e 
g, crisis of socialism in the Soviet Union, 
communalism and casteism in India, demo¬ 
cratic rights in Punjab and Kashmir, the 
Ghadar revolutionaries of 1914-15)—there 
are some common recurring threads that 
bind them together and make this collec¬ 
tion an important companion for both aca¬ 
demics and activists who are either inter¬ 
ested, or involved in, the movement for a 
socialist transformation of Indian economy 
and society. 

All through the collectitHi, the reader will 
discern (i) a stress on die necessity of linking 
theoiy and practice—a harking back to the old 
Marxist concept; (ii) urging upcxi practitioners 
to return to the old cmnmunist norms of per¬ 
sonal conduct and moral elan; (iii) areasseition 
of class-based ideology as distinct from caste 
or ethnic loyalties—traditions which are being 
harnessed by small-time political operators 
and legitimised by new-fangled theories by 
certain academics; (iv) a demystification of 
the ruling class concept of nationalism and 
replacing it with socialist concerns; and (v) 
an utempt to restore the terms of discourse 
(which have been derailed and appropriated 
by the state and the ruling classes) to the 


original tracks of the basic economic and 
political problems. 

One of the abiding concerns that perme¬ 
ates the writings is the need to restore the 
moral elan of the revolutionary moments of 
the early communist movements and the 
revolutionary nationalist movements in In¬ 
dia. Writing about the betrayal of the dem¬ 
ocratic norms that were enshrined in the 
objectives of the international communist 
movement, Randhir Singh refers to the build¬ 
ing of the hated Berlin Wall by the commu¬ 
nist regime of East Germany, quotes Bertolt 
Brecht’s prescient lines from a poem of his 
(composed during the communist suppres¬ 
sion of a workers’ uprising in Berlin in 
1953), and then makes an ob.servation about 
the then communist rulers of East Berlin 
which, strangely enough, 1 find equally ap¬ 
plicable to the present Leftist rulers of West 
Bengal: "Whatever the motivations or ex¬ 
tenuating circumstances, this stubborn re¬ 
fusal to see or hear or speak, when it was 
their revolutionary duly to see, hear and 
speak, constitutes an act of historic com¬ 
plicity on the part of the.se leaders and 
functionaries that is crying out for atone¬ 
ment, which must visibly express itself, 
above all, in a return to communist norms of 
personal conduct and a better, revolutionary 
practice of Marxism” {'Crisis of Social¬ 
ism’). Are the younger cadres of the CPI and 
the CPI(M) willing to listen to this voice of 
a senior comrade of theirs? The arbcle from 
which I quoted the above is both emotional¬ 
ly nostalgic.and theoretically challenging, a 
combination which always marks Randhir 
Singh's best speeches and writings, like his 
talk at Jalandhar in September 1992, 'In 
Memory of Punjab Revolutionaries of 1914- 
15', where he recalled the three vital aspects 
of the Ghadar movement, which were to be 
inherited by the later day indi'an commu¬ 
nists, but which "got lost somewhere along 
the way”—a clear strategic aim, an indepen- > 
dent, alternative politics and the moral clan. 

Way back in 1974, writing about the crisis 
in the Indian economy and its impact on tiie 
middle classes at that time, Randhir Singh 
observed: “This also produces a type of 
opposition to the government that is not 
based on the study of society or a grasp of the 
failure of the capitalist system in India. 
Moved only by economic hardship, such 
opposition can... easily play into the hands 
of the extreme nght-wing, fascist or semi- 
fascist opposition" ('Concerning Indian 
Economy’). Sixteen years later, the authoi 
comes to grips with manifestations of such 
opposiuon—the agitations over the i.ssue of 


job reservation for OBCs and the communal 
outbursts of the Hindu fanatic 
organisations—in two interesting speeches 
(included in this volume under the titles 'Of 
Reservations’ and Communalism in Con¬ 
temporary India’). In both, he reasserts the 
need for the Lei t to establish and function on 
the terrain of independent class-based peo¬ 
ple’s politics, in order to counter the various 
groups of the elite which are tapping the 
divisive potential of communalism and 
casteism. On the rise of Hindu communal¬ 
ism in particular, he reminds us that Gandhi 
and the bourgeois-led Indian nationalism, 
along with its other limitations, carried a 
great deal of Hindu communal baggage, and 
he therefore warns against simplistic, diough 
well-medtiing attempts to light commund- 
ism with nationalism; "...a struggle against 
communalism from the standpoint of na¬ 
tionalism IS, it not entirely misleading, highly 
inadequate and problematic”. 

The other dangerous dimension of this 
type ofnationalism-vcrsus-the-rest discourse 
is the public socialising into accepting grow¬ 
ing intrusion of the state apparatus into our 
social existence. In his inaugural address at 
the Andhra Pradesh Civil Liberties Com¬ 
mittee conference in 1991 ('Terron.sm, State 
Terrorism and Democratic Rights’), Randhir 
Singh desenbed how in the context of ‘ter¬ 
rorist violence’, such intrusion and viola¬ 
tion of human rights by the stale were ac¬ 
cepted (both by the public and the academic 
circles) as necessary in ’national interest’. 
In such a metaphysical mixle ot thought, “all 
distinctions arc blurred or obliterated, and 
everything, all such protests, resistance or 
struggles are simply lumped together into 
one omnibus thing cal led ‘ terrorism ’.” While 
fighting this mode of thinking. Randhir 
Singh again sticsses the need lor analysing 
stale violence in tcims that should go be¬ 
yond merely the human rights’ dimension, 
and fur- viewing it as a manifestation of 
“class violence, as an cxptession of class 
domination or |x>licics, as .i part of the ongoing 
open or hidden class stmggle in society”. 

Randhir Singh touches upon issues which 
divide Indian Marxists, and challenges them 
to formulate acommon theoretical approach 
,to problems like the use of caste-based 
movements, the offensive by communal 
organisAltons. the concept of ‘nationalism’ 
and 'national interests’ as propounded by 
the Indian state— problems which demand 
bold ideological interpretations and inno¬ 
vative solutions. As IS obvious, it is a va.st 
and complex gamut, encompassing funda¬ 
mental and contentious issues like the place 
of religion in Indian society (and the Marx¬ 
ist attitude to it), the role of the different 
castes in our rural society and their changing 
attitudes, the perception of India as a nation 
(whether it is shared in common with the 
majority communities by/the vanous reli¬ 
gious, ethnic, regional minority communi- 
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tiu) While I agree with his basic thrust on 
restonng thecla^s-bascd politics of the com¬ 
munist movement (which has been ousted 
from the mainstream in ihe Hindi Hindu 
belt—obsessed as it is with casleist and 
communal coiu ems -and has been derailed 
and distorted in (he onginal I clt strong 
holds, thanks to parliamentary power poll 
tics), I feel that the tnditional Marxist con 
cept ot polaiisationof the people along eiass 
lines (in the eontext of Idth eentury West 
European polities, between Ihe capitalist 
class on the one hand and the industnal 
proletariat on Ihe other) does not cut much 
ICC with the poor e lasses here who appear to 
be more moiis Unl by their caste loyalties 
thanelass inU ii sts -even among those Bihar 
ptKir peasant \ illagcrs who under the influ 
cnee ol llu v irious naxahte groups seem to 
be willing to kill members ot their own 
class just because they belong to Ihe upper 
castes, to the extent ol even killing their 
children' It is an uphill task to introduce 
class based politics to replace caste based 
hostilities among these people 
This brings me hack to a dee|)Cr tunda 
mental ejiicstion—which Randhii Singh 


I 

AFAR r from its intnnsie mcnis, this vo! 
unc will be widely read because of its 
topiealtiy Alalimc when some liberalisation 
and expoit led growth are coinciding m 
China and India tries to embark on the same 
route, many .arc looking to learn from the 
Chinese experience Bhalla has provided a 
timely and in depth analysis ol many di 
mcnsions ol a possible compaiison Pre 
ciseiy bc( iiuse ol this the study unwittingly 
highlights just how caretui one has to be in 
n^ing such compansons 

Following Hirschman s seminal contri 
button the atMhor uses the idea ol uneven 
development as a cutting edge to organise 
his woik He focuses on the role of inter 
and intra sectoral balance and general as 
peels of ct|ualiiy as possible strategics of 
development He then searches for imbal 
ante in the outcomes ol the development 
proiiss whether it occurs in growth, con 
sumption or income across different sec 
tors and groups or in the access to technol 
ogy health and education India and China 
are system itically compared in all these 
aspects 

Part I ot the book surveys concepts of 
uneven development and applies them to 
the examination of the Indian and Chinese 
case Ihcsc relate largely to inter-scctoral 
linkages and investment shares Part II pre- 


touches upon when he wntes about the crisis 
of socialism why after 70 years of a social¬ 
ist system that apparently assured economic 
equality to all the different ethnic, religious 
and linguistic communities members of all 
these communities today are breaking away 
and engaging in the worst forms of commu¬ 
nal conflicts Obviously, it was not merely 
because of I enin’s “unworthy successors” 
(as Randhir Singh suggests in one ul his 
speeches) that the socialist system collapsed, 
but due to more deep-rooted and built-in 
tendencies in the very strategy of building 
socialism in the Soviet Union (that was 
shaped by Lenin himself) and later in the 
East Furupean countnes 
Readers can differ with Randhir Singh on 
his analysis and suggestions, but can cer¬ 
tainly share the belief that inspires him 
‘ in all human activity, whose charactens 
tic IS purpose, knowing and doing are so 
related that explanation is invariably sug 
gestive ot prescription, just as a diagnosis 
always points to the treatment’ It is this that 
should prompt his readers to join him in 
exploring the complex Indian socio politi 
cal scenario and seeking a solution 


sents a detailed factual presentation of the 
outcomes of development according to the 
sub-headings outlined above The penod 
covered spans the SOs through to the 8(h 
The first chapter of the book motivates the 
study by listing the similanties and con¬ 
trasts between the two countnes The last 
concludes by analysing factors of the politi¬ 
cal economy in each country, and largely 
holds them responsible for flaws in strate¬ 
gies and outcomes 

The search for balance empirically takes 
the form ot linkages between different sec¬ 
tors and their shares in investment and other 
services The political economy similarly is 
analysed in terms of the conflicts between 
different sectors and groups One aspect of 
Hirschman's advocacy of imbalance was 
that as pressures built up, there would be 
strong incentives through the market, that 
would induce development This aspect is 
not highlighted, which is a lacunae, given 
the current emphasis on market-led growth 
There are insights on this, scattered here and 
there, but one has to search for them Corre¬ 
spondingly, in the last chapter, the concerns 
of current theunes which endogemse insti¬ 
tutions such as property rights, strategist 
group dynamics and seek to discover an 
optimal mix of government and market 
activities are neglected 

Apart from £e obvious resemblances 
between the two countnes the divergences 


in institutions, such as property nghts 'Ihd 
the nature of governance, make a compan- 
son illuminating, and perhaps illustrate why 
their expcnences have been so distinctive 
They started off with analogous levels of 
development in the 40s, and followed the 
same sequence of strategies that led from a 
reliance on heavy industry, to agnculture- 
Icd and n nal ly export-led growth with greater 
reliance on the market The author blames 
flaws in the design of strategics and in their 
implementation for shortfalls in both coun¬ 
tnes Even so, China has always overtaken 
India both in rates of growth and in switch 
points between strategies What is the rea 
son for China’s consistently better perfor 
mance * Let us search for anssyers Another 
aspect on which the book can throw light 
beiausc of its focus, and because of China’s 
lead in growth rates and policy switches, is 
the changing nature of the interaction be 
tween agriculture and industry in different 
stages of development 

In order to fulfil this objective we first 
gather some stylised tacts from the book 
The very useful collection of data makes it 
possible 

U 

Per worker productivity grew much faster 
in China as compared to India The quantum 
leap in growth in the former, oc( urred in the 
60s tor industry and the 70s fur agriculture 
However, in both countries, the increase in 
total factoi productivity was small, and much 
of the growth came from a nse in inputs As 
an example, chemical fertiliser use in China 
in the 80s was three times and Ihe power 
irrigated area two times that ot India The 
high yielding varieties of seeds in use for 
grain prcxiuction in China lead those used in 
India by a generation There is evidence that 
credit IS more freely available for the rural 
sector in China relative to India Price sub¬ 
sidies on non-farm inputs have been as high 
as 30 to 40 per cent The incremental capital- 
output ratios are lower in China The share of 
investment in Indian agnculture is more 
than double that in China The composition of 
agncultural investments differs in India In the 
latter, the large hydroelectric or irrigation 
projects have very low capacity utilisation 
and poor water management systems 

In making these contrasts, it must be 
remembered that there are wide vanations 
in concepts and coverage of data between 
the two countnes For example, investments 
in collective farms and in labour were not 
included as part of agncultural investment 
in China Capital goods were underpneed in 
China and overpneed in India 

In both countnes, productivity is much 
higher in industry than it is in a^culture 
Although the gap is decreasing in China 
since 1971, It IS widening m India Theshare 
of industry in Gross Domestic Product m 
China was SO per cent in 1987, more than 
double that of India While this partly re¬ 
flects higher growth in the former, it is also 
due to the low share of the tertiary or service 
sector in a commurast regime Such sectors 
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were regarded as unproductive. With the 
widening role of the market, this sector is 
growing rapidly now. Some of the rapidity 
of current Chinese growth can perhaps be 
explained by a long suppressed prolifera¬ 
tion of service establishments! 

There has been a widespread develop¬ 
ment of rural industry in China. Rural non¬ 
farm enterprises enter into joint ventures 
with urban industry for the processing and 
marketing of farm products. Like Indian, 
Chinese agriculture is largely subsistence, 
so that output linkages with o^r sectors are 
low. This means that an increase in agricul¬ 
tural output does not cause a large stimulus 
of production in other sectors. Bhalla sug¬ 
gests that another reason for this could be 
that, in China, before the liberalisation in 
1979, the agricultural price policy was such 
that procurement paces were deliberately 
kept lower than market prices. Producer 
incomes were therefore low and translated 
into low demand for input supplying indus¬ 
tries in the manufacturing sector. At the 
same time forward employment linkages 
were high, due to additional employment 
generated in the storage, processing, trans¬ 
portation and distribution of agricultural 
output, and this has grown particularly after 
1979. In India the structure of employment 
linkages, while high for select sectors, was 
different. Varying labour market institu¬ 
tions probably provide a large part of the 
explanation for this. 

Ill 

What are the insights from the book on the 
ways in which institutions differ across the 
two countries and their effects on the re¬ 
spective growth proces.ses? Firstly, labour 
markets are very different. In China, there 
are restrictions on the free movement of 
labour. This may form part of the explana¬ 
tion for (i) the large gap between productiv¬ 
ity of labour in industry as compared to 
agriculture, and (li) the much more wide¬ 
spread development of rural industry. Wage 
differentials have been low, although they 
are increasing now. Income and consump¬ 
tion inequalities are much lower than in 
India but not regional inequalities. The ini¬ 
tial land reforms, public distribution of food 
and rationing, ai^ narrow wage differen¬ 
tials ensure greater equality. 

As regards health China has provided 
better access than India, although with the 
current greater dependence on the market, 
facilities are improving for those at the 
upper end of the income spectrum, and 
worsening for those at the lower end. 

In the post-Mao period the New Educa¬ 
tion Policy has accorded the highest prior¬ 
ity to the expansion and improvement of 
higher education, it is recognised that the 
programme of the four modernisations 
requires an adequate supply of highly quali¬ 
fied manpower. Some degree of elitism is 
creeping in. This contrasts with the cur¬ 
rent emphasis on primary education in 
India. 


The nature of Chinese government and 
the cultural ethos seems to have allowed a 
large degree of regimentation of the indi¬ 
vidual. Yet there was a decentralisation of 
decision-making and intense competitive¬ 
ness across regions, particularly in the post- 
Mao pmod. It wodd seem that the initial 
revolutionary fervour, combined with party 
discipline and redistribution of assets al¬ 
lowed labour and savings to be extracted 
from the individual, without adequate com¬ 
pensation in terms of increasing consump¬ 
tion. The low growth in total factor produc¬ 
tivity indicates that much of early Chinese 
growth came from accumulation of inputs. 
The current stress is on augmenting labour 
productivity both through a raising of pecu¬ 
niary incentives and of skills. 

Althou^Chinese policies have been much 
more successful than Indian, there have 
been shortfalls and imbalances compared to 
expectations. Even so, policy-makers have 
shown a flexibility, an ability to extract the 
maximum from one mode and then rapidly 
switch to the other. In India the current 
fashion is to bewail the mistakes of the past, 
in China it seems to be recognised that the 
success of one strategy of (tevelopment de¬ 
pends on skills built up during the earlier 
one. The present market-friendly mode, 
while it has yielded very rapid growth, is 
throwing up some problems. One such prob¬ 
lem is a decline in investment in agriculture. 
In the Mao period, the agricultural price 
controls were paaly blamed for the poor 
performance of agriculture, but rising agri¬ 
cultural incomes in the 80s have not lead to 
rising investment in agriculture. Instead there 
has been a large increase in expenditure on 
consumer durables and of investment in 
non-farm activities. Public investment in 
agriculture has also declined, leading to 
serious expected infrastructural constraints 
on the expansion of agricultural output. 
Over 1980-85, while the planned invest¬ 
ment in Chinese agriculture was set at 11-14 
per cent, the actual turned out to be only 3- 
4 per cent. 

India’s more democratic structure gives 
people more freedom to make their own 
choices (or is it mistdee?). Sadly, any pos¬ 
sible gains in information, due to f^reer indi¬ 
vidual decision-making, have been frittered 
away by arbitrary market controls and bu¬ 
reaucratic ossification. It was as if in the 
absence of redistribution of assets, equality 
was sought to be imposed by taking more 
and more for the government. Unfortunately, 
this was not us^ as efficiently as it could 
have been, (te the positive side, as Sen has 
argued, democratic institutions and the pres¬ 
sure they can put on public policy have 
perhaps meant that India has been more 
successful than China in preventing fam¬ 
ines, although it has not been able to prevent 
endemic innutrition among the poor. 

IV 

Theoretical macromodels in the structur¬ 
alist framework (Bose 1989; Rakshit 1989] 


have shown that when demand for industrial 
goods from agriculture is high, then an 
increase in real wages can lead to a rise in 
growth of industrial output. Otherwise, as 
wages rise and agricultural prices follw. 
demand for industnal products falls. Indus¬ 
trial profits are squeezed from the cost and 
revalue side. Murphy et al (1989) demon¬ 
strate that It is when agricultural per capita 
incomes are high and evenly distributed, 
that demand for indusUial goods from agri¬ 
cultural incomes is high. Growth in the 
latter can then fuel industrial growth. Per¬ 
haps fortuitously, the combination of pdi- 
cies in China allowed them to achieve thiy 
kind of growth. Communism led to eveq 
di.stribution of income. Policies, including 
restrictions on labour movement, encour¬ 
aged a decentralised development of rural 
industry, so that employment and wages 
could rise. Bhalla reports that the number of 
TV sets po.sscsscd per 100 rural households 
rose from 0.1 in 1978 to 6.6 in 1988. Widi 
the move to greater market incentives and 
shift to consumption demand, the fall in 
investment in agnculture could lead to sup¬ 
ply shortfalls and inflation. 

What can our policy-makers learn from 
this companson? In particular, the necessity 
of stimulating investment and ensuring its 
correct allocation. Market forces have been 
insufficient to ensure adequate investment 
allocation to agriculture in China. The im¬ 
portance of policies that encourage rising 
productivity through competition, learning 
and technology spillovers. A deemphasis on 
technical education is obviously inconsis¬ 
tent with this. In the new information age, 
there is a real possibility of generating high 
productivity employment in agriculture, and 
in decentralised industry, taking advantage 
of economies of scope. Both countries may 
see a shift from subsistence agnculture to 
one more oriented to the maricet. In general, 
the virtues of flexibility. The lesson that 
policies that operate on endowments are a 
mcMe efficient way of ensuring equality than 
detailed intervention in market processes. 
The proviso should be kept in mind, that 
insofar as initial conditions and history are 
important, and institutions take a long time 
to adapt, there are limits to what policy¬ 
makers can do. 

One book has taken us far. What more 
can we ask? Some discussion of macro 
balance and foreign inflows would have 
been useful as China reels from inflation 
and a deluge of foreign inflows and India 
courts both. 
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_ SP^IAL AimCXK 

Macro-Economic Policy in Times 
of * Globalisation’ 

Prabhat Patnaik 

Why. under certain circumstances, does a government find itself incapable of pursuing expansionary economic 
policies even in situations characterised by industrial stagnation and accumulating foreign exchange reserves? This 
is an important theoretical issue suggested not only by the current Indian context but also other historical context i. 
e g, Thatcherite Britain. 

This paper is addressed to this issue. The author’s basic argument is that this represents another facet of 
‘globalisation ’. In an economy which has no control over capital flows and where the policy regime javours a retreat 
of the state from the arena of production, .such a combination of .stagnation, reserve accumulation and government 
impotence can ea.sily arise 

Critics of‘market-friendly’ regimesinthe context ofthirdworld economies have typically emphasised the possibility 
of capital outflows and dwindling reserves as constituting, almost exclusively, the inherent danger oj .such regimes But 
this is a partial view. Such an economy is threatened as much by accumulating reserves as by dwindling reserves IJ 
the adverse consequences of the latter are more dramatic, those of the firmer arc by no means less significant 

I conlcxtoflhinlworldcconomicshavctciHlftl rate, lower the iiitcrc<it rale Hut it it lUd so. 

to emphasise the possibility of capital out since the fotcign exchange inflow cannot b«- 

IIB experience of the Indian economy in flows and dwindling reserves as constitut line tuned, it nins the risk ot putting off 

1C recent months has been quite biiLarrc: ing, almost exclusively, the inherent danger toreign investors altogether .setting up ex 

jieign exchange reserves have kept piling of such regimes.' Hut this is a partial view |x-etalionsof adeterionilingbalance of pay- 

p, with the government apparently not Such an economy is threatened as much nicnis. and precipitating an actual payments 

nowing what to do with them, even as from dwindling reserves as from accutnu crisis. It would on the whole prefer i)oi to 

conomic growth continues to atrophy It lating reserves. If the adverse consciiueiiccs lock the boat, and continue, aside frc'm 
lay of course be the case that lbe.se re- ofthcformcrareniorcdramatic.lhoscofthc margin.d changes, with the interest rate that 

:rvcs, large as they are relative to the level latter are by no means less significant seems to ‘work' as t.u' as attracting tc'reign 

vo-and-a-half years ago, are still not as .. exchange inflows is concerned, 

imfortable as should lie; it may be the case .Sccomlly. it may try to keep die icscrve 

lat with large debt-service payments fall- In .Sections IV and V of the present pafx'r pile up undet control without altering the 

igdue in thecoming months thesercserves I present a simple model to clarify my interest rate. Hut this would have the effect 

'ould vanish in no time; it may even he the argument that a ‘market friendly' regime ofpushing up the exchange rate which would 

ise that they would vanish anyway, built up can well be characterised by acombination precipitatcdomesticdeindustrialisationand 

i they arc on the basis, to a significant of economic atrophy and accumulation of atfect .adversely the export peitornunce. 

tient.ofhot-moiicy flows. But these arc all reserves. The essence of the argument how- And it would not even stem tlic inllriw of 

lecific, empirical issues which I shall not ever is briefly summarised in this and the foreign exchange; on the contraiy, by .set 

: discussing in the present paper. My con- following sections. Once controls over capi ting upexpcctationsolfunherupwiud move 
:m is somewhat different. The current tal-flows are lifted and thcecunomy seeks to menLs in the exchange rate, it may even 
jild-upofreserves is not a deliberate policy attract capital from abroad, the interest rate enlarge the magnitude of foteign exchange 

xision, and nobixly from the government which foreign depositors can get has to be inflow. In other words, the policy of dcsisl- 

is claimed that it is. This raises the ques- pitched at a level which is sufficiently ing from reserve accumulation when for- 

an: why,underce>taincircumstanccs,does favourable compared to what rules abroad, cign exchange inflow is large amounts to 

government find itself incapableof pursu- Since the .structure of borrowing and lend- letting the current account of the balance of 

g expansionary economic policies even in ing rates of banks has to have some internal payments adjust to the capital account 

tuations characterised by industrial stag- consistency (and interest rate discrimina- through upward movements in tlie exchange 

ition and accumulating foreign exchange tion is increasingly abandoned, together with rate. I'orcign exchange inflows on capital 

serves?'Ibis is an important theoretical domestic finance rationing, as the economy account arc accommcxlatcd not by piling up 

sue suggested not only by the current gets more ‘liberalised'), this more or less rcscrveswhichamixmtsimplicitlytocapi- 

idian context but also other historical con- fixes the entire structure of interest rates, so tal exports but by enlarging the current 

xts.eg.ThatcheriteBritain, andthepesent that we can, without any io.ss of generality, account deficit through lower exports and 

iper is addressed to this issue. talk of the interest rate being fixed bv inter- larger imports (at the expense of domestic 

My basic argument is that this represents national considerations.^ Now, suppo.se at producers), both of which are brought about 

lotber facet of ‘globalisation’, i e, in an thisinterestrate, the inflowof foreign funds by a ri.se in the exchange i ate. Hums exactly 

onomy which has no controls over capital increases at a fasterrate than the net foreign what happened in Britain' capital inflows 

3 ws (or which is in the procr.ss of lifting exchange requirement on the capital ac- .stimulate North .Sea g.islxx>stcd the value 

«h ccmtrols) and where the pcdicy-regime count for the given exchange rate, then of the p»>und to the point where large seg 

vours a retreat of the state from the arena foreign exchange reserves would pile up. mentsof Hntish iiulusiry l>ccame uncompeti 
production, such a combination of stag- In the face of this pile-up of foreign tive, resulting in the much-talked alxmt 
ition, reserve accumulation and govern- exchange reserves, the government can do 'deindustrialisation'ofthcHritisbcconomy 
ent-impotence can easily arise. Typically, any one (or a combination) of the following But this cannot he either u .sensible or a 

ilics of ‘market-friendly* regimes in the things. First, it can, for the given exchange feasible policy in an economy such as ours, 
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«4ck fcmaoung a renffier »fjfiliOBed lo It 
■aatfbctiiring mtim wcwld oudce little 
sense. 

Tbe thiifl altcroaUve before the gowm- 
nent is to expand domestic demand at the 
|ievait ing <*xchange and intovst fates This 
dso has the effect »if enlaiging the current 
account deficit to absoih the fcaeign ex 
change infloM's on the capita! account, but 
docs so not by domestic'deindustrialisatkm 
butbyincrcasn^domcfitic activity. Such an 
inoease however is not easy to bring about 
for a govemincnt that is oammitted to re- 
beating fk an the f;pheie of froduclion. Typi 
cidly. tbeinstrunacalt adiicb the govomnient 
can use Uir incicasuig the levd of domestic 
activity is a targex' ftscid deficit And the 
(diviiius, direct and sensibie way of endarg 
ing tbc fiscal deficit is to step up puhlis 
investment m areas of high social pnority 
Buta ‘maricet-friendly* regime which swears 
by privatisation is unlikely to do this If it 
does enlarge ttie fiscal defiett at all, then it 
docs so through tax-concessions (usually to 
the rich, so that foreign ‘confidence’ in tbc 
economy is retained) <w thrtugh stepping up 
unproductive (usually defencc-reldteJlcK- 
penditurcK, or a combination of the two. 

This way of dealing with accumulating 
Rsorves is of course socially undcsirahlc. 
Tax concessions scarcely result in larger 
private investment in productive assets (as 
the Its CKpencncc under Itcagan. not to 
mention our i>wii cxixxience of the recent 
|iB8l, abundantly shows’''); thcty only succeed 
.in stimulating luxury consumption which 
amraints to frittoring away wserves in a 
manner wliu li not < inly has low social pn< x- 
ity, but threatens the scwuii stability of the 
regime 

What i.s niixe, even tins way of keeping 
reserves umfer chock is not always open to 
a third world gi'vernment, for two reasons' 
first, since the ‘market friendly’ regimes 
aic under thraldom to the IMP, the latter’s 
disapproval of large fiscal deficits limits the 
•cope for government aetion. And secondly, 
in a largely agricultural economy, since 
agricultural out|Hit can fluctuate a giKsl 
deal, (he liquidity overhung pnividcd by a 
large'fiacul dcru:it that is not used for aug- 
msnting pruduelivc capacity, especially in 
agsicullUR. would sooner or later come 
airuiihing down upon the eoimoniy in the 
innn of an innalionarympsurge. PWendhis 
uvenuciforifrittoring owqy toserves in other 
'Wonk.uBnnut'bc purausdvwilh impunity. 

'Finally, the gaviirnmenta:an.ohoosc to do 
milhing about the aroumUluling reserves 
liven (his.iiowever is a course of action that 
is fraught " ith danger. Iherc is, to start 
with, the obvious point that the interest rate 
eameil on aver-'ge on the reserves held is 
much lower than the interest rate |iaid out to 
'foreign oiudiuirs on (lie hosts of whose 
portfolio-choice the leserves have been built 
up. The economy’s pcatfolio in other words 


h not ody inoplunai, but must impinge 
advmdy on its balance of payments in the 
kxig run. There is however an additional 
factw to which I now turn. 

iU 

As resexves accumulau; at the given inter¬ 
est rate, the lending capacity of the banking 
system imxcases. and docs so, ex hypothesi, 
faster than the ex ante demand fix cRxiit 
arising fcrptnposcs of commodity priduc- 
tiun and cxdhai^. wihtcb depends essen- 
tiaUy on the growth of real income (that is 
assumed tu be slower than the growth of 
reserves) and of cranmodity pnees (that 
have not figured in our discussions until 
now and that can be assumed to be glowing 
at some independently-determined rate, 
Which, fix Kimplicity, and most unrealisti¬ 
cally, 1 take to be 7j;ro) As a result the 
unutilised lending edacity of tlie banks 
would ceteris paribtts start rising Banks, 
Which, again in a ’markct-fnendly’ rc(,iine. 
would lx: keen on profits, wouUI not just 
stand by and idly watch an increase in their 
excess reserves They would directly oi 
mdirecLly create a larger demand foi credit 
1^ ai'ting in a manner which ra(.scs prices, if 
not of commodities then at any rate ol 
aecuritbs In other wcxds, accumulating 
foreign exchange reserves would be accom¬ 
panied by uiboom in financial assets, typi¬ 
cally a stook-maricct iboom 

Now, inamventional, including Koynosiau, 
ecoiKiinics,,H hacxn in security prices has the 
effect of stimulating mvestment through 
iowcT interest rates But where the interest 
rate itself is fixed ibr reasons wc discussed 
carliei, a besun in security prices can at .dl 
(xrcur if the expected rate of return on secu¬ 
rities (ie, thcclfcctivc ‘own’ interest rule on 
.securities plus the expected rate of their 
pnee appreciation) exceeds this interest rate 
In iXhcr wixds, a securities IxMsn is neces¬ 
sarily associated with a rate of return, which 
taking into account the expected price ap¬ 
preciation, is higher than (be interest i ate If 
entrepreneurs, at the margin, compare (his 
rale of roturn>wilh tlic .prospcaiivc yield on 
pnxluolivc muostment.ii.c, if .they reach an 
‘intariix’ •equilibrium, (hen the rise an this 
rale of .return would .aBeut productive .in- 
vestment ailvenudy. Un The oilier hand, if 
mvestment deuisiom, depend upon the 
growtbof demand and ore insensitiveito the 
rate of return on alternative .assets, i c, if 
oiilnpienouFsxcach.a 'comer'.equilibrium 
(as wc have assumed in lair assertion that 
tax-cunecssions do not stimulate invest¬ 
ment, and as is likely to lx; true for tbc 
oligopoly sector), then investment would 
remain unaffected 

But no matter what happens to invc,sbnont 
to start with, the rise in the rate of return on 
securities would stimulate further inflows 
of foreign exchange on the capital account 


of Ae bdance of paymeotc. As a icuh (ht 
accumulatioo of resrarves would further ac¬ 
centuate giving rise to a camulalive move¬ 
ment. Aixl, what is more, once such a cumu 
lative movement has gut under way and the 
excess reserves of banks have dwindled 
owing to tbc increased demand fur credit for 
meeting financial transactions, the cost ot 
bank erniit itself would increase. Once this 
happens, pruductiveinveslmcnt by the small 
ortrcjxcneurs, who, in contrast to the oJi- 
giipnly secUx, do take into account the cost 
ofereditintbeirinvestmoDt decisions, would 
be adversely attected, further cixnpounding 
the problem In < itlier words, a cixnbin^ion 
of speculative boom in securities' prices 
economic atnipliy, and accumulating lor- 
cign exchange restxvcs, would ncX only 
characterise the economy but wimid be 
come mi xc and more (x laiuunccdover lime 
This cumulative pnxess would go on until 
there is a collapse either in foreign confi¬ 
dence in the economy owing to rising debt 
relative to (Hll*, or in the stock-market 
bubble. In short, in a situation of (bis siirt, 
'doing nothing’ cannot lie a sensible (xilicy 
on die pait ol the government eitlier 
Tills last argument, alxiut wliat happens to 
the economy if the govemment merely fixes 
the interest rate, the exchange rate, and ttie 
lalio of die fiscal deficit to the ODP, and 
passively goes on accepting foreign ex 
change reserves, is illustrated by the follow 
ing model 

IV 

1 shall continue to assume tliroughout my 
argument that IxXh domestic as well us 
foicign prices and money wages arc given 
•ind unchanging Ilii.s of course is highly 
unrealistic but iiitlation is not my current 
concern and 1 make the assumption for 
simplicity, the argument can be easily recast 
to take account of rising money-wages and 
prices both at home and atxo-ad. Now, if wc 
denote the net infli )W on capital account (we 
ignore for con vciiiunce all foreign 'aid' and 
other fexms oi non market inflows) by P 
and the rate of return earned by this inflow 
in the domestic ocunomy by r, and use 
subscripts to donciie the time period and lh« 
sqporsuript cTor ’expected*, then a simple 
postulate for the behaviour of this inflow is; 

T', / F,, «= J rt-a-t-b. (r*, - r*).. (i) 

whore .a is some autonomous rale and f* 
represents (he ’alternative’ rate of return 
(e g, that prevailing abroad). 

Now the expected rate of return in the 
domestic economy is assumed to be tlie 
higher of the two rales, namely, the interest 
rate which is policy-determined, and the 
expected rale of return on ’securities’, which 
are the only other financial asset (and have, 
let us say. a perpetual life). In other words. 
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i*,sniax(i.j:) ...(ii) 

wfacic i dcfjotes ihc administetvd iolereia 
rale (we do not draw any distiiKtioo be- 
twcoi the borrowing and the lending rates of 
banks and ignore all considerations of risk) 
and j* ihc expected rate of return on securi¬ 
ties. this latter consists of two parts: if k 
denotes the annual flow income a.ssured by 
the hdlding a unit of security and , its 
price at the end of the previous period (i e. at 
the begimiing of (he current period) then the 
own rate of interest is simply k divided by 
this price In addition however there is the 
expected rate of price appreciation. Wc 
therefore have 

j;*k/p.,+p:/p.,-i ...(iii) 

For the expected security price at the end 
of the current periird I shall assume that it is 
ba.sed on an extrapolation of tlic previous 
period’s price-increa.sc, subject however to 
two provisos. First, as long as it is generally 
believed in the economy that over time (i e, 
for any two consecutive periods) the rate of 
return on securities cannot be lower than tlie 
interest rate, the expected price ol securities 
must have a ‘floor’ P’ given by 

P‘ = k/i ...(iv) 

And secondly, there would be certain tude- 
pendent factors, which are in tlic nature of 
erratic influences, which enter additionally 
into the picture. Taking (wtfa these provisos 
into account, and denoting the erratic cle¬ 
ment by €, wc have: 

P: = max(P,, P,,/P,j + €:l*’+€;l>’) .. (v) 

In other words, at the ‘floor’ price, erratic 
factors can only raise the expectcrl price, but 
cannot lower it. As for titc actual P^, I 
postulate the following: (he higher the ex¬ 
pected rate of return cxi securities, relative, 
say, to the interest rate, the greater would be 
the demand for securities, and hence (he 
greater would be their actual price. liut how 
much greater would surely depend upon the 
state of excess reserves of the tonks, i e, how 
much credit the banks can advance. 'Ihis 
argument however does not hold symmetri- 
ca^y when the expected rate of return on 
securities is less than (or even equal to) the 
interest rate, because in such a case the 
actual price would get tethered to P*. Denot¬ 
ing ilhe stale of excess reserves of banks by 
£(tohe defined later), and .somcminimum 
critical level of excess reserves they wish to 
maintain by It we can say 

P, = P,., .[1 *(E/k- 1)0* -i)l whcnj;>i. 

and a P* when S i ... (vi) 

The index of excess reserves of bank.s 
which figures in (vi) is an ex ante concept 
(relating to the end of the period) in the 


sense that k refers to the ratio between the 
maxiiuMm money-supply that the banks arc 
capaUe of creating and the demand for 
money (hat would have arisen with (he 
current period’s income and the .•iceunties 
prices prevailing at the beginning of Ihc 
peritxl, i e, 

H,= M /f(P,,. Y,) . (vii) 

.where f is positive with respect to both (lie 
arguments of the function. 

The maximum money-supf^y in turn de 
pends on (he following. Since the govern¬ 
ment maintains a fixed proportion of ODP 
as fiscal deficit, then in effect the magnitude 
of high-powered money which forms Ihc 
reserve base of banks dciicnds crucially 
upon the foreign exchange reserves of the 
economy, ibis dclcrmines the credit-creat¬ 
ing capacity of tlic banks, and hcncc the 
potential money-.supisly in the economy, i c, 

M, = (q.R/c) (viii) 

where q is taken (as a first approximation) to 
be a constant and e is the price <>l the 
domestic currency in terms of foreign ex¬ 
change. 

'Hie net foreign capital inflow must equal 
(he current account deficit (dus tlic additiiin 
to foreign exchange reserves. 1 assume that 
imports bear agiven ratio to inci>me and that 
exports bear a given latio to the magnitude 
of world trade, botli ratios being dependent 
on the exchange rate; 1 also assume that the 
invcstmcnl-incorae outflow is die cumula¬ 
tive net foreign capital inflow times the 
interest rale Wc thus have 

r', = l>.i-rm(e) Y, e - h(e).W, + R K, , 

. (ix) 

where is the total v,iluo ol woild liadc ;uid 
11 

l)t=v F (x) 

0 ' 

Now, using superscript g for the govern¬ 
ment and p for the private sector, we have 
the following nati<>nal income identity 

Yt = (•? + (’?+!> 1'+ X,- M, - D,. i/e. 

If wc assume that government consump 
tion, govenunent investment and taxation 
bear fixed proportions to income, denoted 
respectively by n, p, and t (so that the deficit 
is a fraction d sn r-p -1 of income), and that 
private savings are a fixed proportion <.>f 
post-tax income, and hence, by virtue of our 
assumption about (he tax ratio, a fixed pro¬ 
portion $ ol total income, then tlie level of 
income is given by: 

Y, = (I'+ h(c).W/e- D,.i/c)/(s-d+ni)... (xi) 

For private investment we assume that 
tliete is a one-period lug between invest¬ 


ment decisions and actual investment and 
that the magnitude of private investment 
decision.s in any period (and hence actual 
investment in the next) relative to the total 
capital st<Kk in (be economy depends upon 
Ihc level of capacity utilisation in the 
ccoiKimy and the expected rate of relum on 
holding financial a.ssets in the following 
manner' 

^ ... (xii) 

where K denotes the total capital stock in 
the economy, u, is some critical level of 
capacity utilisation, u' ((*) < 0, and 

u, =t)/IJ. K, (xiii) 

B being the technologically-determined out¬ 
put-capital ratio. 

The level of output, as distinct from in¬ 
come, is 

O, = Y,-I-1>, .i ...(xiv) 

Total investment is the sum of private and 
public investmenUi. so lhat 

l, = F+p.Y. ...(XV) 

And finally, we ignore depreciation, so that 

1 , = K,.,-K, ...(xvi) 

'lliis completes our system of equations. 

1 .et us turn niiw to an analysis of the system. 

V 

'Ihc investment-output story told in this 
model is a variation i >f Kalccki’s well known 
iiukIcI of the early-.lOs, which has been 
analysed extensively.' The variation is in 
ie.s[x;cl of three things: first, we are talking 
alxiut an open economy; .secondly, we have 
net capital inflows on which llicre are in¬ 
vestment-income ouUlows.bccauscof which 
output and income of the economy are not 
synonymous terms: and thirdly, we have the 
rate of return on financial assets entering 
into investment decisions. In our model, for 
any given rate of return on fuiancial assets, 
i c. for a given value of a, the behaviour of 
investment through time would be captured 
by an equation of the following sort; 

If exports and interest payments always 
happened to grow at the same rate as output 
in the economy, then there would be steady- 
state growtii provided that a' was suffi¬ 
ciently large and of course greater than 1 
relative to b'.* 

Using this result, wc can in fact analyse 
the steady-state possibilities of our total 
.system (given by the Ifiequations), consist- 
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’ ing of Ifae real ai well «s the financial 
aedon. If the enatic clement emenng into 
cxpectatkm of secunty-finccc » ignared, 
i e, e B o, then ihe syUem can give a fteady 
(tate resiik in the mmsc of equal rata of 
g ponnh of foreign capital inflow, of income, 
of output, of capital «tack, of cumulated net 
capital inflows and of reserves, only if the 
following conditions are satisfied (i) there 
exists some level of the administered inter 
at rate at which, if it prevailed as the rate 
of Rturn in the economy, the rate of growth 
of net foreign capital inflow is the same as 
the rate of growth of investment and ouput, 
(ti) the growth»ot woild trade happens to 
coincide exactly with this rate ot growth 
and ( 111 ) the level of (he iniliai net c.ipital 
inllow to lh.it of the initi d debt is exactly 
equal to this growthfralc 

Now sUistyiiig these conditions is ol 
course a tall t'rdcr Hut let us lor a moment 
dclibeiatcly make assumptions such that a 
steady slate exists I ct us assume that the 
level ol the exchange rate, instead ol .illed 
ing (he share ol the cc'uniry in an autono 
mously growing wmld (nide, aduilly at 
fee ts the I ale ol growi II of e X iHirts so th a t the 
obstacle represented by condition (ii) is 
overcome thiougb the choice c>t in appro 
pnatc exc hange rate I cl us a Iso assume that 
thcratiool the fiscaldclicil toincomec an be 
chosen It will in which case bvmanipulal 
ing d in cqn (xi) any rate ot output giowth 
(within a range of course) can be .ichievcd 
by the government tor a particular level ol 
(lie interest rate And tinally Id us assume 
that (he initial conditions le llie ratio oil 
to are sik h that they admit the p< issibil ity 

of amc.iningful steady stale growth latc to 
be brought about through the manipulation 
of the policy variables ITicn, by manipulat 
ing the three policy variables at its com 
mand, namely, the interest rate the ex 
change rale, and the ratio of the I isc al deflc 11 
to income, the government can achieve a 
steady state path 

This p.iih, however, would he an unstable 
one, in the sense (hat if the expected security 
pnees happen to exceed (he flixir level fi>r 
some reason, then the hixim in the security 
market would continue for some time until 
the security puces collapse back to the flivr 
level Moreover, once wc introduce the er 
ratic element i e t + 0, then even if the 
government sets its three policy variables in 
such a m anner th it a steady state path would 
be attained m the absence of the erratic 
element, its presence would necessarily cn 
sure that die economy would never be on (he 
stcidy slate path Instead, it would show 
fluciu itions of the following kind erratic 
factors, wine h operate in only one direction 
when secunty pnees are at then floor level, 

' would start a stixik in*u'kct boom, whose 
consequence would be to attract larger net 
. capital inflows, even as productive invest 
f ment is adversely affected This would go 
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on until the stcKk-market boom collapKs 
owing to liquidity-shortage (if chance fac¬ 
tors do not intervene in the interim), and 
secunty prica collapse to the fkxv level, 
but they would nut stay at the floor-level, 
where steady state growth could, in pnn- 
ciplc, be cxpcncnccd, because erratic (ac¬ 
tors would dislodge (he economy once again 
from this perch 

The average state of affairs through these 
fluctuations would be a lower rate of income 
growth than on the steady state and a higher 
level of reserves Rut even this is nut enough 
Since with higher reserves in any one cycle, 
a moie pinnounccd stock market bcKim can 
tie sustained in the next cycle, the stock- 
market fluctuations would ceteris panhus 
become largei and larger in amplitude, and 
correspondingly tlie rate of growth of in 
c ome would become smaller and smalIcr In 
short even when the government has full 
ticedom tochiHisc its policy variables, even 
when we alistract from all considerations of 
commcvlity price inflation, even when wc 
assume that any export growth rate can lie 
achieved simply by fixing the appropiiate 
exchange tatc and even when wc assume 
lhat the government is both wist .ind knowl 
cdgcabic enough to choose its ptilicy van 
allies III a manner so as to ac hicvc steady 
stale growth the actuil beliavioui ol (he 
economy would lie to proceed towards 
economic itiopby combined with grow 
ing lorcign exchange reserves and stock 
market booms of larger and larger ampli 
tilde If ofcouise steady st.itc growth IS 
not possible Ol the government does not 


have (uflkient ficedom in fixing its policy- 
variables, then the behaviour of lh< 
economy would become even more bewil¬ 
dering, bizarre, and, in all likelihood, det¬ 
rimental to growth 

A typical illustration of this latter situa¬ 
tion IS where the interest rate has to be set $r 
high in order to attract net capital inflowi 
that the required magnitude of Uic fiscal 
deficit forensuimg a corresponding output 
growth-rate turns out to be impossibly high 
Ibis may not merely be because of pres¬ 
sures from the IMF and other such bodies II 
may have to do with the fact that substituting 
government bonds for foreign exchange re¬ 
serves in the portfolio of (he ban]ong system 
would build up a serious inflationary poien 
tial as far as the commodity markets are 
concerned which would get realised in the 
event of a stray supply failure, and such a 
denouement would be mrae likely if the 
increase in the fiscal deficit is used not foi 
purposes of investment, but for stimulating 
consumption, cither of the government it¬ 
self, or ol the private neb through t.ix-cuts 
Since this latter is usually the only way open 
(oihc government in a Tiber-discd' economy 
forstimulating economic activity, (hcstrait- 
jacket which such a policy sets up for itself 
is obvious 


VI 

The fundamental fallacy underlying thi 
argument for this sort of 'globalualion' ii 
ihc premise (hat productive investment hai 
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tocQiM UgUy laolrik aciou the world and 
that if Qoly the econcmy it 'libeialiied’ in 
the manner approved of by the Fiind and the 
Bank, rapid induntrialisalion would follow. 
As a matter ctf fact wliat has become highly 
mobile across the world is not productive 
capital but finance capital, especially in the 
form of hot money. It is speculative funds 
rather than direct foreign investments which 
have flowed into our «onomy, notwith¬ 
standing all the talk of how many f(Mcign 
inveslment proposals have been approved; 
and even such DFI wliich is coming into the 
economy is for c^Auring our market rather 
than for using our soil in order to manufac¬ 
ture fM' the world market. In fact, one can go 
further. The very profitability of specula¬ 
tion acts as a deterrent to all productive 
investment, i c, while we wait for 
‘liberalisation’ to produce its bonanza the 
economy actually retrogresses. 

Hut this deterrence, it may be thought, 
acts only in Uie case of the domestic private 
sector. If foreign exchange is coming in, 
why can it not be converted to productive 
capital tlirough the intermediation of the 
stale? The answer to tliis question which has 
been at the centre of Uiis paper consists of 
two parts: first, it is risky in any ca.se to use 
hot-money as the basis of an investment- 
drive. A country which does so is in effect 
‘boiTOwing short to invest long’, i c. getting 
into a more and more risky portfoliu-mix. 
But, important though this consideration is, 
it is not overriding. The state ctaild always 
choose a paticin of investment, eg, in quick- 
yielding projects which have the effect of 
raising sup|>lies of potcntially-exportable 
commodities (raising agricultural output 
would be a good example) which minimises 
the risks of an investment drive. 

llitf more serious constraint ari.ses from 
llie fact that under tlie logicof ’liberalisation' 
the state is withdrawing from the rule of a 
principal player in the arena of prcxiuction 
Itself. As a result, hheralisation ’ leaves the 
economy without any agency capable of 
transforming potentially mvestihle resources 
into actual productive investment, i e, ca¬ 
pable of using the 'slack' in the economy to 
set up its rate of growth. Direct foreign 
investment docs not flow in, to any signifi¬ 
cant extent, to take advantage of global 
markets; domestic private inveslment 
dwindles owing to low inducement to in¬ 
vest (which removal of protection entails) 
and the greater profitability of specula¬ 
tion; and the state progressively reduces 
its role as an investor. Not surprisingly, 
economic atrophy ensues even as specula¬ 
tion thrives and foreign exchange reserves 
accumulate. 

Under these circumstances, the state may 
be tempted to do what the 1994-9S budget 
has in fact done, namely, to try and reflate 
the economy by stimulating luxury con¬ 
sumption th^gh tax-cuts for the rich. But 
this represents the worst of ail possible 


worlds. It does not add to productive invest¬ 
ment and hence the growth-potential of the 
economy; it adds very littk to aggregate 
demand (because of large impurt ‘leak¬ 
ages’) and hence emjdojnnent through the 
multiplier; it fritten away foreign exchange 
reserves; it greatly increases the riskiness of 
the country’s pcartfolio-mix: if ‘borrowing 
short and investing long’ is itself a risky 
policy, ’borrowing short and not investing 
at air is of course far worse; it greatly 
increases the inflationary threat to the 
economy because the liquidity-overhang 
caused by the fiscal deficit is not matched by 
any additional capacity-creation; and fi¬ 
nally, the fiscal deficit created with this 
rather unedifying ubjectivc of stimulating 
luxury consumption not only accentuates 
consumptioo (i e, ‘flow’) inequalities in 
society, with detrimental consequences f<>r 
social stability, but, in common with any 
flscal deficit as Kalccki had argued long 
ago, also worsens wealth inequalities.^ 

If the dead-end that macro-cconomic 
policy has run into is a consequence of the 
regime we have adopted, the question natu¬ 
rally ari.scs: what specific lessons can wc 
draw from tiur cxjxricncc? To say that we 
live in a world of highly mobile finance 
capital and that we have to strategically 
relate to such a world is quite different fn im 
saying Chat wc should o[ien our economy to 
the untrammelled operations of such capi 
tal. 'fhe loimcr amounts to the recognition 
of a valid constraint that the existence of 
powerful internal ional rentier interests pose 
to any national economy; the latter amounts 
to ivostrating the economy before such in¬ 
terests whose ‘euthanasia’ as Keynes bad 
underscored' is essential for the revival of 
pnxiuctive activity. It is sciircely surprising 
that only those economics in the third world 
which, whether by accident or by design, 
have managed hitherto to keep international 
rentier intcrc.sts at hay, have {xjrformcd re¬ 
markably in terms of growth; f'hina is an 
obvious example in this context. 

Any macro-cconomic p«>licy of course 
has to be a part of an alternative develop¬ 
ment strategy. I have discussed ciscwlicrc 
what the contours of such an alternative 
development strategy sliould tie and shall 
not repeat that discussion here.’ But the 
macro-cconomic policy supporting such an 
alternative must eschew at least three spe¬ 
cific aspects of the current policy-direction: 
namely, the move towards freeing capital 
movements, the move towards financial 
libo-alisation, and the move towards with¬ 
drawing the state from the arena of produc¬ 
tion. Reversing policy in th«e spliercs to be 
sure would require complementary rever¬ 
sals in policy elsewhere as well, but the.se 
represent the proximate elements behind 
the transformation of the economy into one 
where international rentier interests exer¬ 
cise hegemony. Both the problems high¬ 
lighted in the model presented earlier. 


namely, the problem of the instability of tbe 
growth-path leading to atrophy over tiine„ 
and the problem of having to maintain an 
interest-structure which is so high that it 
chc4ces off productive investment, are ulti¬ 
mately related to th'se three elements. En¬ 
couragement for export-oriented DM should 
be provided with a selective set of measures, 
as the Chinese have done, without gmng 
through the gamut of ‘liberalisation’ mea¬ 
sures which turn the economy into a play¬ 
ground for speculation by international 
rentier interests; if such DM comes in re¬ 
sponse to these selective measures, well and 
good, il it dues not then so be it. More 
generally, the need today is for intelligent, 
selective and discriminating measures, not 
for enacting the cliches of a pre Keynesian 
laissez-faire discourse. 

Notes 

1 I have argued along these lines in Patnaik (1991). 

2 This of course is an old argument advanced in 
the context of economies like Britain by 
Keynesian economists. .Sec for example. 
Robinson and Kstwell (1974). 

4 For the behaviour of productive innvestmeot 
during the Reagan boom, see Sweezy and 
Magdoff(1987) 

4 The iiHKtol outlined here is an offshoot of joint 
work-in-ptogress with Jayati Ghosh, whohow^ 
ever should not be held responsible either fiar 
the specific-form of the modelor forthe manner 
in which It IS used in the current paper. 

5 See, for instance, Oskar I.ange's ‘Mr Kalecki's 
Theory of the Husinc.ss Cycle’ reprinleri in 
I.angc (1970). 

6 in such a case there would be two possible 
.steady-state growth rales, the smaller of wliich 
would represent an un.stable trend. In the dis¬ 
cussion which follows wc therefore ignore this 
unstable trend. It can be verilied that the stable 
trend ri.ses with a ri.se in the rationf fiscal deficit 
to total income. 

7 Kalecki's argument that deficit financed gov¬ 
ernment ex|icnditure is worse from the point of 
wcalUi-disliibution than uix financed govern¬ 
ment expe ud itute IS contained in Kaiecki (1971), 
pp 84 80. 

8 See Keynes (1916), (’h 21. 

9 Seel'alnaiKd'W) 
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Mon^ and Public Finance under 
Structural Adjustment 

The Indian Experience 

Mibir RaksMl 

The Economic SuiVQr 1993-94 and the Budget papers for 1994-95 display inadequate appreciation of the macro- 
economic mechemism giving rise to a series of paradoxes which have characterised the Indian economy since the 
initiation of the Structural Adjustment Programme in July 1991, and during 1993-94 especially. 

In order to identify the economic forces behind the emerging scenario this paper takes the developments in the 
financial sector as its point of departure, mainly because the primary concern of the government remains reduction 
ofthe fiscal and monetised deficits. Section II ofthe paper summarises the behaviour ofmoney and credit during 1993- 
94 and thaws attention to some serious limitations of the official explanations of some financial developments. 

Section III attempts a resolution of the paradoxes taking into account the interaction between the financial and the 
real sectors. In terms of the analyticalframework used in this context. Section IV provides a critique ofthe budgetary 
proposals for 1994-95 and suggests some policy alternatives. 

The final section summarises the main results. 


We muet beware of Sirens' song and give 
Iheir floweiy meadow a wide berth I alone, 
Circe suggnted, might listen to their voices, 
but you must bind me hard and bsl. so that 
I cannot stir from the spot where you will 
stand me. by the step of the mast, with the 
rope's ends lashed round the mast itself. And 
if I beg you to release me. you roust tighten 
and add to my bonds. 

Odyssey, Book XII. 

I propose to phase out the government's 
access to or/Aoc Treasury Bills over a period 
of three years. In 1994-95 the net issue ofnr/ 
hoe Treasury Bills should not exceed 
Rs 9.000 crore for more than 10 (.ontinuous 
working days at any time dunng the year. If 
this happens the Reserve Bank will auto¬ 
matically sell Treasury Bills in the market to 
reduce the level of ad hoc Treasury Bills. 

—Budget Speech, I-inance Minister, 
Oovemment of Indio, Tebruary 28^ 1994. 

I 

fate of the Macro-Economy: Some 
Puzzling Features 

NCE the initiation of the Stiuctural Ad- 
stment Progrmime (SAP) in July 1991. 
pecially during 1993-94, the Indian 
onomy has displa^wd a number of inter- 
ting features which have important impli- 
tions for flscal and monetary policies, 
rst, for the first time since 1969, Ihcre 
pears to have occurred a switch from a 
gune of credit rationing to a situation of 
tnand cemstraint in Uic loan market. Sec- 
id, the excess liquidity in the system has 
11^ to stimulate production and does not 
em to have had a signilicant impact on 
ices either (Table 1). Tlurd. the increase in 
inmercial bank credit (o tlie government 
s been far in excess of llie requirement 


under the statutory liquidity ratio (SIJR) 
(Table 2) Fourth, the fiscal deficit, after 
registering a decline in the first two years of 
SA^, has shot iq> to7.3 per cent ofGDP this 
year Indeed, ifonc does not use the trick of 
(a) clubbing revenue receipts with some 
capital receipts like recoveries of loans and 
sale proceeds of shares in public sectew 
undertakings and (b) excluding market bor¬ 
rowing by public enterprises in tlie absence 
of loans routed thrmigh the treasury [Rakshit 
1991], the fiscal deficit will be clow to 9 per 
cent of GDP. However, uxitrary to the 
conventional wisdom this rise in fiscal defi¬ 
cit has been accompanied by a significant 
decline incurrent account deficit lh)m2.l to 
0.5 per cent ofOM* between 1992-93 and 
1993-‘>4 ( Table 1). Fi Ah, the gross domestic 
saving ratio declined from 24 to 22 3 per 
cent during 1990-93. The decline in private 
saving was steeper—from 23 per cent to 
20.2 per cent—and occurred in die face of 
substantial tax concessions, especially in 
respect of income and other direct taxes 
(Tabic I). Finally, production in die capital 
goods sector has fallen by 8.8 per cent 
during 1993-94 even though banks are flusli 
with funds; the corporate .sector raised 
Rs 29,000 crore from the pnmary market 
during 1993(again.st Rs Ib.bOOcrorein 1992). 
and diCTe has been substantial inflow of 
foreign funds by way of Euro-issucs by 
Indian companies and foreign direct and 
institutional investment Wliat is no less 
important, despite the tavourable turn of 
evmits on the trade front and the jump in 
foreign cxdiange reserves fttmi $ 2 24 bil¬ 
lion on April 1,1992 to $ 13 billion by die 
Uiird week of February 1994, the flow of 
foreign direct inveslmait has been quite 
modest and the credit rating of India re¬ 
mains as low as it was ui 1991. 


An examination of the factors bdund 
these devdopments appears necessary for 
an assessment of the policy package jxo- 
posed by the ministry of finance. The impor¬ 
tance of such an examination assumes ur¬ 
gency in view of the fact that the Eeanomie 
Survey 1993-94 and die Budget papm fiv 
1994-95 display inadequate appreciation of 
the macroeconomic mectianism giving riw 
to the paradoxes noted above. In ordo' to 
Klenlily the economic forces bdund the 
emerging scenario we take the dewdop- 
nicnts in the financial sector as our pmtR of 
departure, mainly because the primaiy con¬ 
cern of the govcniment remains reduction 
of fiscal and monetised deficits and the 
liiiance minister has prq[x>scd automatic 
sale of Treasury Bills by RBI wlicn its net 
credit to die govemment crosses a pre- 
specified liimt. Section 11 suminariscs the 
behaviour of money and credit during 
1993-94 and draws attention to some seri¬ 
ous limitations of the ofTiciat explanation of 
some linaiicial developments. Section IH 
aUenipt.s a rc-solution of the paradoxes tak¬ 
ing into accoiuit the interaction between 
financial and real sectors. In terms of the 
analytical framework used in tliis context. 
Section IV provides a critique of the budget¬ 
ary prc^sals for 1994-95 and suggests some 
policy alternatives. The final section 
simimariscs the main results 

11 

Excess Liquidity and 
Its Manifestations 

Tiic most striking development in the 
financial sector during 1993-94 was the 
emergence of suKstantial excess sup|dy. 
Wliile it is not ca.sy to provide a quantitative 
e.stimate of the extent of excess suf^rly in the 
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loon market, tlie syin|>toins of dcnuiid con¬ 
straint Idccd h> htUiks and other (inancial 
intcniicditincs are tlcarlv rt vcalcd in tlie 
lollowing devciopnicnts 

Ihinnj; \pril January *>4 tliegiowth 
ot reserve money cuitsik.) ssilh the public 
and money supply (M,) wctc 20 4.16 1 and 
14 1 per cait lesyiecliyclv (labic 2) Ilius 
the l.iirly sUcp tall in the (incrcincnUil) 
money inulliplici occurred not only in the 
face ot a cut in cash reserve ratio (C RR) on 
net total demand and tune liabilities (D11) 
andol the removal ot 10 |X'rcent mcranen- 
tal ( KK ini|K>sed cat her but also when the 
growtli rale ot currency with the public 
logged lai bcliind that ot reserve iiuHiey 
Undei tlie standaid aiulysis these factors 
should hd\c laised signiticaiitly tlie value ot 
the incremental money inidtipIxT Indeed 
de|H>sits with scheduled coiiunacial banks 
increased by only 14 8 pci cent against a 
more than 25 percent use in their holding 
ol teset ve money Rough and ready calcu¬ 
lations on the Kisr ol the picvailing base 
and iiKieiiicntal CRRs suggest tliat in the 
ab^cl)ec ot any demand eoiisliamt m tlie 
loan inaikct the additional amount ol 
bank deposits and ciedit tin all forms) 
duiing the tiist to memths ol 1994-94 
could hace been latger by more than 
Rs 15(K)0 iroic ‘ 

Scecaid excess supply in tlie loan market 
lus also been manitested in tlie remarkable 
change 111 the portfolio ot seliediiled com¬ 
mercial Uinks DiirmgApiil January 1994- 
94 non-t(X)d aclv<mces ■constituting tlie 
most ivofitahlc asset of banks- rose by 
only 4 2 per eent while investments' re 
eotdccl a growth ol 18 8 per cent (Table 2) 
Pnoiity scctoi adv.uiees in luet declined by 
Rs 210 eroic yyhilc investment in goyem- 
iiiciit sec luitics jumped by Rs 18 790 crorc 
igamsi an incicuisc ot Rs 8 '’64 crorc in the 
concs|xiiidingpcinxlin 1‘>*J2 94 (/k>m<>w/£ 
Sun cl 1991 94,p48) Ilk'interesting tiling 
to mite in Uiis connection is that undei SAP. 
u'diictions in SIR and CRR arc deemed 
c%sciilial toi diverting hank aedif away 
from llie govcnimcnt Icj Imaiicc productnc 
nivcs'iiiciit in the' private scetor However, 
tvhiU ilii mercmciital SI R has been ic- 
luevsl to 25 jicr cent tlie rise in the ratio ol 
investment in govenmie'iit see unties to ad 
<141011 il Kink dcjxisits duimg i9<)y <)t has 
been mote than lO yxr cent 

I hiiJ »ymploins ol excess liquidity arc 
al Ml III cvuleiice outside the bankuig sector 
I aige c(>in|\imes Kivc icjiaid a substantial 
part ol ilieir debt III advance ot tlie maturity 
uaic itiii/oi invested tlieir funds m units ot 
the 1 lut 1 lusi ot Indui (U11) IJ FI is having 
trouble wiili tmdmg suitable outlets tor its 
tuncLs has been toiced to buy Cornnietual 
Papei mdietuscd to accckle to tlie request 
ol comp lilies loi premature retirement of 
non marketable debentures acquired tlirougli 
s|xxial pi iccin<nit 


Finally, excess liquidity lias caused a de¬ 
cline 111 interest lates, but by not cnougii to 
eliiiunate excess suf^ly m tlie loan market 
Of the tlirec mtiTcst rates figuruig in I able 4, 
only the call money rate may be regarded as 
market cicaniig and tlie tall in this rate is 
also the steeliest I lowever, the significance 
ot tins inierost rate m etTectmg the flow of 
lunds tioni tlie savers to tlic ultimate users 
of credit is severely limited Of crucial 
importance in this regard are tlie institu¬ 
tional lemling rate and the(niininium) inter¬ 
est on Kmk loans botli of which arc admin¬ 
istered I he admiiustcrcd rates have, to be 
sure, icsponded to market forces but the 
ies|xiiise lus been sluggish and tar Irom 
licricct (I able 4) 

OrtK lAi MismiRciitk -ns <Jt 

llNANCIAl DtVLlXlPMI NTS 

iJcforecxplauiing the firaturesnotedabove 
and seeking to relate them to tactors operat¬ 
ing m tlic real port of tlie exonomy, it is 
useful to clear the deck by dispelling some 
senous (laws m the oflicial perception ol 
cuneiit linancial developments 1 he expla¬ 
nation of the ministry of Unance ot the slow 
growth ol comituneial bank credit, espe¬ 
cially non-iood advances, runs lurtly in 
terms of adlicience to ‘prudential norms' by 
lunks in advancmg loans, but mainly in 
temis of tlic nse m the yield on government 
scxuntics and tlie zero nsk weight assigned 
to tliein imdcr the new nonn (Economic 
Sur\e\ /99?-94,pp 48-49) ITic rise in fiscal 
deficit lus in fiict been identified as the 


villain of the piece “An important undoly. 
mg leason for tlie limited uicreose m cnsdit 
to Uk: non-food commercial sector u the 
large borrowing requirement (fiscal deficit) 
of the government A higli fiscal deficit hot 
led to high interest rates on bank advances to 
commercial sector, whKh has made aane 
mvestments unviable, and also pushed the 
private sector looking for other sources of 
finance Containment of fiscal deficit is 
llieretorc, an important policy toot fbr 
tng bank resources for injection into the 
agncultuie, industry and commerce” {Eco¬ 
nomic Survey 1993-94, p 39) 

Note first that during the peruxi under 
consideration the return on government sc- 
ciinlics was around II Spocentagamstthe 
tlicn prevailing imnimum lending rate of 1S 
per cent on bank advances Be that as it may 
tlie olTicial explanation would have made 
sense only li banks were fully loaned up or 
not burdened with excess reserves We have 
drawn attention to the low growth ofdqxis- 
its in relation to accumulation of reserve 
money by hanks, even tliough the base CRR 
was r^uced and tlie requuement relating to 
incramental CRR withdiawn Wc have alx 
provided a rough and ready cstmutc of die 
excess su|i|ily of bank credit Indeed, excess 
reserves liave induced banks to buy Com 
mercul Paper at a yield of 11 S per cent in 
violation of tlic tacit agreement that the 
yield should be 12 S per cent Fhe point to 
note here is that even at the mmimiun lend 
ing rate tliure was not enough demand foi 
lo<ms by creditworthy borrowers to absorb 
tlic potentml supply ot bank advances Un 
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1990-91 

1991-92 

1992 93 

1994-94 1 
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(iDP 

49 

1 I 

40 

38 

Agncullural production 

30 

19 

49 
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42 
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69 
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84 
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( onsumer price index 
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6 1 
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88 

4 1 

17 
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63 

02 
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7 1 

67 
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84 

39 

32 

73 
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33 

26 

24 

43 
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28 

09 

08 

10 

Currem account balance 

34 

-09 

2 I 
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Gross domestic saving 

24 0 
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(iToss domcslic investment 

27 4 

24 2 

24 3 


Public 

10 3 
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10 3 


Private 

16 2 
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146 



Source! (1) GovemmeM of India, fceutomic Sim «j 1993-94 
(2) Reserve Dank of India. Anniiul Report 1992 93 


Economic and Political Weekly April 16*23, 1994 


92 4 



^ ihew cacwmilucei increased invest* 
iBcat in l oven u n ent securities by bonks WBs 
not at the expense of bank advaices to the 
contfnercial sector a reduction in fiscal 
> deficit would have raised excess reserves in 
the banking system without any enhanced 
deploy m ent of bonk resources to industry, 
agriculture and commerce. 

The most curious aspect of the explana¬ 
tion (rffered by die ministry of finance is its 
eloquent alence on the link between de¬ 
pressed conditions in industry and agrkul- 
tureon the one hand and poor growth in bonk 
advances on die odier. bdeed, the phenom¬ 
enon of the change in the relative inqnr- 
tonoe (rf*‘investments’ in gilt-edged securi¬ 
ties and advances in the portfdio of com¬ 
mercial banks during depressions has also 
been observed in countries like the US 
[Bemonke 1983]. The basic flaw in the 
Tmance ministry’s view arises from not 
taking account of the fundamental differ- 
enoe in the economic mechanism undo^ a 
legnne td'ciedit rationing and in a situation 
vtee the demand constraint is binding in 
die loon market. An ii^lication of the 
dal reading of the situation is that here 
OBomticn has nm fiom low bank advances 
to abgiiBlian ot industrial and agricultural 
oaqmt. rather than the other way round. An 
maknKdve illustration ofpieconceived theo¬ 
ries disiciting the view of the observer. 

m 

Toirarda • Resohition of Some 

Mncro-Econooiic Paradoxes 

Given the ftirly widespread misconcep- 
tMOBiegsidingthe links between budgetary 
aperatkaia and the behaviour of the finan¬ 
cial and real sectors, we propose to 
summarise first the major elements of the 
theoretical firamework that appears relevant 
for explaining some of the puzzling devel¬ 
opments ofthe Indian economy during 1993- 
94. For sunplifying the exposition we focus 
initially cn the demand and supply sides of 
the credit market and suggest how die fac¬ 
tors operating on the two sides are related 
with the rest of the economy.’ 

Demand and Supply Constrained 

Regimes m the Finanoal Market 

When interest rates are administered (as 
most of them are in bidia) or are slow to 
idjust, the loan market is characterised by a 
'egime of credit rationing (CR) or .of de- 
nand constraint (DC).’ The importance of 
listinguishing between CR and DC arises 
rom the fact that tlie behaviour of tlie 
xonomy and the effects of fiscal and mon- 
:taiy policies differ widely under the two 
egimes. 

Whether the loan market will be 
:haracterised by CR or DC depends on the 
onstellatkm of major economic forces op¬ 


erating in the credit as also the conunodity 
market. Craisider first the behaviour ofthe 
credit market. On the supply side it is useful 
to distinguish between two categories of 
loans, viz, bank and mm-bonk loaiB, and the 
latter may further be subdivided into 

(a) direct loans from savers to investors and 

(b) loons routed througli non-bank financial 
institutions. At given interest rates mid no 
demand constraint, the maximum potential 
supply of bonk credit, a la the textbook 
money multiplier mialysis, is determined by 
the supply of reserve money, cash reserve 
ratio ^ the demuid for currency by the 
public. The potential supply of non4»nk 
credit depends on the otto hand upon the 
menu of financial assets available outside 
the banking sector, the strocUve of interest 
rates and the preference of the public be¬ 
tween bank deposits and otto forms of 
finaiKial assets. An increase in reserve 
money, a scaling down of cash reserve ratio 
or a toline in cash drain fiom the bonking 
system augments the supply not only of 
tok but also of nm-bank cr^t. Develc^ 
ment of the cqiitd maiket, financial inno¬ 
vation, introduction of new instniments of 
credit outside the banking sector and an 
increase in yields on non-bank financial 
assets (supplied by the government, (he 
corporate sector or nan4Mnk financial insti¬ 
tutions) relatively to interest rates on bank 
dqxMits-all tend to raise the relative im¬ 
portance of non-bank to bank credit. But 
this, contrary to the apprehension voiced by 
many a botiker, does not entail disinter- 
mcdiatimioradeclinein thcvolianeorbank 
deposits and axxiit [Raksliit 1986,1993]. 

Tlie major users of credit are the govern¬ 
ment, producers and investors. While the 
borrowing needs of the government may, as 
a first approximation, be regarded as a pdicy 
variable, the rest of the demand for credit is 
primarily for financing working cqntal and 
investment in fixed capital. Cqiital accu¬ 
mulation has not only a direct impact on the 
demand side of die credit maiket, but growth 
in iiivestnKnt also raises indirectly the de¬ 
mand for production loans with the opera¬ 
tion of the investment multiplier in r^ or 
nominal terms. 


Given the structure of inicicsl nias aad 
financial network in the system, the loon 
market will be characterised by CR or DC 
according as theaggregate demand for credit 
exceeds or falls .short of the total supply of 
bank and non-bank credit.’ Under ci^t 
rationing some of the production and invest¬ 
ment plans remain unfulfilled. The result is 
a supply-side ora demand-side failure in the 
conu^ity market depending upon whether 
it is the producers or investors who are 
quantity constrained in the loan market 
(Rakshit 1986; Blinder 1987] When the 
economy is characterised by credit ration¬ 
ing, government borrowing through SLR 
lias a one-to-<Mie crowding-out efifect, but 
government expenditure through mrmetised 
deficit will have a (financial) crowding-in 
efiect througli the operation of the credit 
multiplier witliin and outside the banking 
system. Wlien fiscal deficit is financed 
through the introduction ofhigh yield assets 
like National Savings Certificates or liinds 
are routed to borrowers (public or private) 
through establisliment of Mutual Funds or 
otto finaiKial innovations, the supply of 
iKHi-bank credit n.scs without any decrease 
in bank deposits and aedit. Again, an across 
the board change in tlie lending rates of 
banks and financial institutions has little 
impact on the system; but an increase in 
interest rates on bank deposits relatively to 
that on other financial assets reduces non- 
bank credit with no significant change in the 
supply of bank loans 
Radically diflerent are the effects of fiscal 
deficits arid monetary policies vhen the 
loan market is demand constrained. Under 
such a regime it is tlie aggregate demand for 
loon and its distribution that determine the 
levels of bank and non-bank credit. Addi¬ 
tional holding of government securities by 
banks then docs not have a crowding-out 
effect. The value orbotli (he money multi¬ 
plier and the credit multiplier (the incre¬ 
mental ratio of total crcdi t to reserve money) 
assumes the value of unity ’ When the gov- 
onment or pnvatc borrowers raise funds 
from non-bank sources, there occurs a cor- 
req^xmding decrease in money and bank 
credit. 


Table 2: Vamatioio in Money am> Som or Its Components 

(l^er cent) 



1991-92 

1992-93 

1992-93 

1993-94 




March 20 to 

March 19 to 




January 8 

January' 7 

Money supply (Mj) 

Currency with the puMic 

19.4 

14.1 

124 

14 1 

IS.2 

124 

82 

16 I 

Commercial bank deposits 

19.8 

16.4 

140 

n 8 

Advances 

8.0 

210 

16 7 

6 6 

Non-food advances 

82 

20.1 

16.3 

42 

Investments 

20.2 

17.1 

120 

188 

Reserve money 

12.4 

II 3 

14 6 

2U4 (Jan 14) 

Net RBI credit to centre 

6.7 

2.3 

97 

10 8 


Source: Goveimnent of India, Economic Survey 1993 94. 
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Evuncs and Tmboi(y 

In tenns of the ihunewoik outlined above, 
it is not diflicult to resolve some of the 
pimtes listed in Sections I and n and to 
identity the sources of the folla^ inofficial 
reasoning, hi the list of factors hdd respon¬ 
sible by the ministiy of finance for dow 
growth of bank advances during 1993-94 
(EcanomieStirv^I99J-94,pp38-39),9ome 
operate under CR and othen under DC; but 
the two sets of foctors cannot i^ieiate simul¬ 
taneously.* Hence our dismissal of Hscal 
deCcit.of'pfovisioningandcapital adequacy 
norms* setfmbankloans’andoflhereduc- 
tion in the gap between the baidcs’minimiun 
lending rate and yield on government se¬ 
curities. as explanatory factors when the 
loan m^et is characterised by demand 
constraint. 

To appreciate the behaviour ofthe system 
considCT first the supply-side factors (^xrat- 
ing in the financial market. Between 
March 31, 1993 and January 7, 1994 the 
potential supply of bonk cr^t- increased 
substantially bmuse of (1) the rise in re¬ 
serve money by 16.9 per cent (the rise was 
20.4 per cent during March 19-Januaiy 14); 

(2)a lower growth tale of currency with the 
piAlic (viz, 16.1 per cent) vis-a-vis that of 
reserve money, aiKl(3) acut inCRR from IS 
to 14 per cent along with removal ofthe 10 
per cent incremental CRR imposed earlier. 
The net RBI credit to the government in¬ 
creased by Rs 8,686 crore compared with 
Rs 7,491 crore during tlie corresponding 
period in the previous year. OftlieRs 18,731 
orore change in reserve money, net foreign 
exchange assets of RBI (excluding revalu¬ 
ation of gold) accounted for Rs 11,270 crore 
against (-)Rs 3,261 crore in March 31-Janu- 
aty 8, 1992-93 (Economic Survey 1993-94. 
p 37). If we ignore the feedback from tlu: 
commodity m^et through the incremental 
cosh drain from banks, the ex ante variation 
in money supply (M,) or total credit from 
the banking system (iiKluding RBI) was 
about Rs 6S,6 oO crore v4ulc the ex post 
variation amounted only to Rs S1,279 crore. 

Given the structure of tlw caixtal market 
and the returns on all fmancial assets, on 
increase in M, is associated witli a more or 
less proportional rise in non-bank credit as 
well. But the capital market itself has been 
undogoing rapid changes over the last few 
years. Scrnie of the fachxs—eg, growth of 
the equity cult, introduction of craivertible 
deberdures, new schemes for attract^ fluids 
initiated by the government, Ull, LIC and 
other financial intermediaries, a^ setting 
up of mutual funds and finance 
coitqianies—liave been in operatirm since 
the mid-80s and were instrumental in mis- 
ing the value ofthe credit nmltiplier and in 
of^ting to some extent the crowding-out 
effect of growing fiscal deficits under the 
regime of credit rationing prevailing until 


fiurly recently [Rakdiit 1994]. Of special 
significance for the current scenario are fiie 
following developments durirtg 1992-94; 

(1) Repeal of Capital Issues (Control) Act. 
1SM7 and removal of control over price and 
premium of shares. 

(2) Permission to Indian companies to tap 
the international capital muket througli 
Euro-equity shares. 

(3) Extension of facilities to non-resident 
Indians and overseas corporate bodies for 
subscribing to shares arid debentures of 
Indian companies. 

(4) Permission to Foreign Institutional In¬ 

vestors (FUs) to invest in the Indian capital 
market on registration with Securities and 
Exdumge Board of India (SEBl). , 

(5) Setting up of private mutual funds and 
finance companies. 

Ihese factors have produced a significant 
sUuctural sliifl in the capital market; given 
favourable conditions the potential supply 
of funds from non-bank sources can now 
increase encxrrKxisly in relation to M,. Dur¬ 
ing 1993-94, the favourable circumstances 
ermsisted of; (a) stock market boom leading 
to a sharp rise in the average price-earning 
ratio of shares; (b) recession in major 
indastrialised countries; and (c) higher in¬ 
terest rates in India compared wito those 
prevailing in the international money mar¬ 
ket. The conjunction (rf'theseevents with the 
revised rules for tire capital market under 
SAP has led to a sub^antial rise in tlie 
supply of funds from the primary market 
and in the inflow of foreign capital, mainly 
tlirough Euro-issues and foreign institutional 
investments. During April-Deoembcr 1993 
the corporate sector is reported to have 
raised from the primary market Rs 21,600 
crore compared with Rs 16,300 aore during 
tlie calendar year 1992. Add to that the issue 
of Commercial Paper by companies and 
enhanced access of impmters to suppliers’ 
credit due to recession in advanced coun¬ 
tries, and it is not difficult to explain the 
jump in the availability of funds outside the 
banl^ system. 

So far as the demand side of the loan 
market is concerned, the inajix increase has 
come from the govenmient sector. Fiscal 
deficit rose from Rs 40,173 crore in 1992-93 
to Rs 38,311 crore in 1993-94 (Budget at a 
Glance, 1994-93,pl).Even allowing fortlte 
supidy side effects of monetised deficit (via 
money and credit multii^icrs), budgetary 
operations seem rm the whole to have had a 
larger impact on the demand than on the 
supply si^ of the credit market. The de¬ 
mand has also been boosted by the increase 
in public food procurement credit to the tune 
of Rs 4,336 crore during March 19-January 
7,1993-94 (against Rs 824 crore during the 
corresponding period in 1992-93). The ex¬ 
planation of excess supply in the credit 
market Urns lies primarily in inadequate 
increase in demand from the commercial 


seckx which in its turn may be traced to(a) 
stagnation in agricultural and industrial out¬ 
put; and (b) slow growth in investment, 
c^iecially in gross fixed capital formation. 
Since an increase in tim availability of credit 
has generally a favourable impact on {xo- 
duction and investment, it is nece.ssary to 
take into account tlie iiiterdependmicc be¬ 
tween the credit and the comnKxlity mar¬ 
kets. This we propose to do in tlie course of 
the resolution of puzzles noted in earlier 
sections. 

Excess LiQuiorry, Comtosition of Bank 
Assets and M^ev Supply 

The simplest puzzle to resolve in terms of 
the framework presented above is die change 
in the conqxisition of bank assets, making 
inoperative the roductum in SlJt.. With in¬ 
adequate demand*lbr loons from die com¬ 
mercial sector. It is only natural for banks to 
lap iqi government securities in ordi7 to 
reduce Aeir excess reserves, even though 
die return on these securities is toss dian the 
minimum interest rate on bank advances. 
Again, while stagnation of agricultural and 
industrial production lias had an adverse 
effect on aggregate demand for credit, the 
effect has been much more pronounced on 
the demand for bank advances. The major 
part of bank loan is used for financing 
working capital and the variation in this 
soiucc of demand depends primarily on the 
growth of agriculture and industry, and not 
so much of services (where production loan 
per unit of output tends to be lower than diat 
in die commodity produemg sectors). How¬ 
ever. the variation in non-f^ advances (in 
nominal terms) during 1993-94 was only 
4 2 per cent while die inflation rate was 
about 9 per cent the implication is that 
bank advances were not cnoi^ to su^in 
the production level reached in 1992-93. 
The explanation lies partly in the reduction 
in the use of fcrtili.scr, but mostly in the 
switch firan bank to non-bank sources of 
funds Under conditions of excess supply in 
the loan market, such a switch reduces die ex 
post supply of money os also the ratio of 
advances to ‘investment’ in the portfolio of 
banks, fhe phenomena of the fall in the 
mcremcntal mon^ mill tipi icr and die change 


Table 3. Interest Rates, 1992-94 



Institu¬ 

tional 

Lending 

Kate 

Call 

Money 

Rale 

Banks’ 

Minimum 

Lending 

Rate 

December 1992 

17.5 

10.5 

18 

December 1993 

15.5 

5.5 

IS 

Mureh 1994 

14 5 

2.0 

14 


Sources: OovemmenI of India, Economic Survey 
1993. 

Govemment of India, Budget Speech, 
1994-95. 
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INTERNATIONAL QUALITY METAL 
FOR THE HOME MARKET 

™ NALCO RODR AT VTORK 


lununium industry is 
never the same again 
since 1987 With the coming of 
Nalco, the industry saw a quantum 
jump of 40 percent m production 
capacity of aluminium metal. The 
scenario quickly changed from 
one of scarcity to one of plenty. 
Nalco lost no time in taking 
aluminium pla cs. Across the 
globe. Quality and customer 
service received international 
acclaim The first Indian company 



' registered with London Metal 
Exchange. Nalco has carved out a 
place ol Its own m the uitemational 

1 V 

i' mnlmVnc/M 
>'{ 


metal trade Today Nalco is selling 
m 26 countries, on merit 
Business being production of 
primary metal in the forms of 
mgots ft wire rods, Nalco is 
indeed a mother plant to 
hundreds of downstream industries 



m the country. Plenty of quality 
metal and their alloy variations of 
international standard at the door 
step, for value addition by die user 
mdustries. A catalyst of growth 
The same philosophy of 
empowering the Indian aluminium 
industry to cut an edge in 
mtematiunal competition continues 



in Nalco Hence the new facility 
for 30,000 tpy aluminium and 
aluminium alloy extnision quality 
billet production is getting leady. 
For the first time quality billets of 
international standards will be 
available in the home market. 
Again from Nalco 



National Ahiiilniijm 
uompany unniBO 

(A Qovammsnt of India Entaipnae) 
lOCO Tower, 6th floor, 
Janpath, Bhubaneswar - 751 007 
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io the composition of bank assets an thus 
idated both to the aggregate excess supply 
situation in the credit moiket and the substi¬ 
tution of bulk loans by funds from other 
sources. 

Ihere appears in fact to have occurred a 
shift in tlM demand for credit by tlw com¬ 
mercial sector awi^ not only from banks but 
also fhxn tlw all-lmlia flnancial institutions 
(AIFIs). Disbursements by AIFb durii^ 
April-Deccmber 1993 was only Rs 14,735 
crore against Rs 15,393 cron during April- 
Deccmber 1992 ^Economic Survey 1993- 
94, p 47). This walks out to a more than 10 
per cent decline in real tenns and is due 
partly to inadequate demand for kmg-term 
mvestment. However, the coqxrtate sector, 
as noted earlier, has at the same time 
mobilised substantial ftmds through capital 
issues in the domestic and international 
markets, and through issue of Commercial 
Paper.* Thus for AI^ and banks the overall 
pr^em of demand constraint ihas been 
confounded by the shift to alternative 
sources of iinanoe. In fact the. corporate 
sector has used some of the funds mobilised 
to repay (and often prepay) debts contracted 
earlier. The amount of repayment during 
1993-94 is eifected to be Rs 10,000 crore 
which, if realised, is estimated to reduce the 
interest cost of tite corporate sector by Rs 
1,500 crore per annum and would add con¬ 
sequently to the woes of financial institu- 
taona (The Economic Times, January 28). 

The most importmt reason for the s^ 
aiwagr fiom institutional oedit lies in the 
Amp change in the rdative coat of finance 
l«l dUkmt MMoes. hiterest rates on 
dnanartk kaoa in tte woke of finnncinl 
libonliaatiaa UBiler SAP were between 20 
and 22 per cent, odiile some fixex looia 
canied iifterest in the range of24 to28 per 
oent The jump in domestic rales was due to 
anfiaeaing of maximum lending rates in a 
aihiation tfoudit ratioiuitg and the interest 
OB fimex k»ns largely refiects the high tidr 
p rem i um under llbe serious balance of pay- 
menta problem jdagumg the econonry in 
1991-92. By 1993-94 the ^u^on in both 
the domestic and the intematkaial capital 
market changed dramatically, pw domcatic 
money marl^ displayed sym^onu of ex¬ 
cess supidy. recessionary conations drove 
down intcre^ rates in developed countries; 
and tlwre was considerable improvement in 
the external balance of India. However, the 
adjustnwnt in institutional interest rates, 
whichoreadministered, wasextiemely slug¬ 
gish. By December 1993 the institutional 
lending rates and the minimum intoest (xi 
boidc loans* were brought down by only one 
to two percentage points to 15.5 and 15per 
cent refectively (Table 3). By contrast, 
there was a steep fall in the cost of raising 
Ainds fiom othCT sources. The yield im 
Commercial Paper was 11.5 per cent, and 
would have been much lower Itad financial 


institutions not indulged in oligopsonistic 
practices. Interest rate on suppliers* credit 
to importers hovered betweoi 2 and 3 per 
cent Net earnings (^'companies as a ratio of 
the price of their sliares came down to less 
than 4 per cent.'*. Interest on Euro-convert- 
ibles was as low as 3.5 per cent No wonder 
it paid tlw impoitm and tlw corporate sector 
to opt for there cheaper sources of finance at 
the Expense of banks and AIFIs and to pre¬ 
pay debts contracted in the earlier peri^. 

Excess Liquidity and Staonation; 

Causal Links 

The coexistence of excess liquidity and 
stagnation in agriculture and industry would 
appear odd to anybody steeped in main¬ 
stream macro-economics: a sliarp rise in 
reserve money and the (ex ante) supply of 
credit outside the banking system ^uld 
normally generate an expansionary eflbet 
on production and investment, at least in the 
shim run. Part of tlw explanation of the 
puzzle lies in the fact that in mainstream 
models, Keynesian or monetarist, all inter¬ 
est rates are assumed to be market clearing. 
However, in India interest rates charged by 
financial institutions (including banks), 
wdiicfa still constitute by far the most impor¬ 
tant sifpliers of credit, are administered 
and have been characterised by extremely 
dow and modest adjustment in the face cf 
excess supply in the loan market." While 
the existenre of sticky intenbt rates throws 
some light <n the connection between the 
money and the ccnunodiqr markets in the 
Indian economy a satislac^ resolution of 
the paradox requires us to distinguish be¬ 
tween fiwtors operating in industry and ag- 
rkultiae. 

hi explaining agncultiaal stagnation it 
appears apprapriole to locus on tte siqiply 
rather thin the demand side factors.'* We 
have already token note of the decliiw in the 
coat of nisiitg finds fiom noii-institutional 
sources-. But these sources could be Upped 
aa|y by large producers in the organised 
sector, eAilc the vast majority of fanners 
have ^ to rdy on banks and monopolistic 
money-lenders in niral areas. Adlwronoe to 
the n^y fonnulated prudential mums for 
bunks m^t thus have been responsible for 
the denid of production loans to a section of 
the forming community and Iwnce for the 
adverse supply-side eflect on agriculture 
(Blinder 1987; Raksliit 1986]. Tlw 0.7 ;.er 
cent (nominal) growth in bank credit to 
agriculture during April^ugust 1993 (Eco¬ 
nomic HaniQ' 1993-94, p 39) lends some 
support to the hypoUwsis of sectoral (or 
sectional) credit rationing" cqxrating in 
agriculture. The problem was aggravated by 
tlw steep lire in the prices of |dioq}haticand 
potossic fertilisers following their decon¬ 
trol. While this rise in prices reduces tlw 
profit-maximising quantity of fertiliser con¬ 


sumption (with no slwrtage of fimdsX the i 
decline will be li^er for ixoducers fiwing 
the credit constraint. 

Hw main source of agricultural stigna- j 
tion seems however to lie elsewhere. In fiwt, ' 
stagnation in agriculture has set in since ftw J 
late 80s and continued in the 90s in spite of ■ 
a long spell of favouraUe wcotlwr condi- , 
tions. Thepenod 1990-94 was characterised 
by above average monsoon in all the years;. 
but agricultural growth averaged on^ 1.1 ' 
perccntperannumagBinstamoietlian2per ' 
cent increase in populalion. The leoaon lies 
in decline in agpcnltHnl mv es t m e n t , ei^pe- 
ciaOy ainoe the late 80s (Rakslut 1994). | 

vms Rs 4.636 enre in 1980411. bol came ' 
down to Rs 4,580 crore fay 1991-92 (Eco¬ 
nomic Snrv^ 1993-94, p 124). Thus while 
variations in monsooi, availability of credit i 
or relative prices of outputs and inputs can | 
account for some chonjgcs in agricultural ' 
production around the trend in ‘capacity , 
output’, over the last lialf a decade the 
growth in capacity itself has been extremely 
sluggisli due to tlw declining trend in invest¬ 
ment-output ratio in agriculture. 

So far as the industrial sector is con- , 
cemed, excess capacity appears widespread; 
tlwre is no ^oiti^e of induction loan; nor 
are producers quantity constrained in re- . 
spect of raw materials and components iro- 
ported fiom abroad. For explaiiung the poor ■ 
growth rate in industries we have thus to 
look for factors operating on the denund 
side. The improvement in trade batanwe 
during 1993-M could conccivaUy have pro¬ 
duced an expansionary effect. But the Ing¬ 
est increase (amounting to 38 per cent dur¬ 
ing April-Septerobcr 1993-94) occurred in 
thcmqxxt of agricultural goods, the prahw- 
tion vdiich is basically supply deters 
mined. It is also worth noting that out of the 
Rs 1,245 crore increase in exports of mann- 
factii^ goods in April-September 1993- 
94, gems and jewellery accounted for more 
tlian40 percent. Anyway, the rise in expmt 
demand was too small to have any percep¬ 
tible impact on domestic mdustrial sector. 
The largest boost to demand has been pro¬ 
vided by the government Ewtwoen 1992-93 
and 1993-94 central gove.iutwnt experxli- • 
ture'* in real terms iiwreasod by about 7 per 
cent. No less important was tlw cut in tax 
.rates and the steep fall in government rev- 
eniw botit in absolute tenns and as a ratio of 
GDP. 

The expansionary forces unleashed by 
budgcuuy operations were not however 
strong enou^i to counter the recessionary 
tendencies in tlw system. Reduction in di¬ 
rect taxes, cuts in duties on items of luxury 
consuirqxion both directly and indnectly 
(through reduction in tanifs on their raw 
iruitcrials and components), large transfers" 
by vvay of interest pa>ments and subsidies, 
and tlw stock market boom-all liave tended 
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to benefit tbe middle and upper income 
grot^, but not other sections of the commu¬ 
nity. The fall in agricultural prodiution had 
in fact a negative effect on the donand (or 
inputs and outputs supplied by the industrial 
sector. While the pr^uction of sugar is 
expected to go down by 5 per cent in 1993- 
94,'* fertiliser output recoded a decline of 
10.6 per cent in April-Deccmbcr 1993-94. 
That the latter was due to tlie demand rather 
than the supply side factor is attested by the 
fact tlut even under the liberalised r^me, 
fertiliser imports fell by .36.9per cent during 
April-September 1993-94 (Economic Sur¬ 
vey 1993-94, pp 85, iOS). Stockpiling by 
Food Corporation of India (FCI) at en¬ 
hanced procurement prices and the rise in 
the quantity and prices of agriculUiral goods 
sold abroad seem to have benefited the rural 
rich. At the same time peoplb in lower 
income groups must have bem hit hard by 
the steep rise in issue prices of foodgrains 
and sutetantial addition to tlwir stock by 
FCI.'^ Tliese factors together with the boost 
to upper class demand provided by bui^et- 
ary policies and the stock market boenn'* go 
a long way in explaining the change in the 
production of industrial consumer goods. 
During April-January 1993-94 the growth 
in consumer durables was 14.3 pa cent,'* 
while production of all consumer goods rose 
by only 1.4 per cent. Ihere was in fact a 
negative growth (of -1.6 per cent) in the 
production of consumer non-durables. 

The steepest fall (of -8.8 per cent) in 
output occurred in capital goo^ industries 
and may be attributed (proximately) to (a) 
low investment, especially in fixed capital, 
and (b) diversion of demand from doniestic 
to foreign sources of supply. During April- 
Januory 1993-94, gross fix^ capital forma¬ 
tion in real terms is reported to have grown 
by only 1.75 percent, llie growth in invest- 
moit in machinery and equipment seems in 
fact to be negative. Hie demand constraint 
laced the producers of these goods was 
made more severe by the then prevailing 
structure of taxes and policies relating to 
capital goods imports. Tlic customs duties 
on capital goods and project imports were 
much lower than those on raw materials arxl 
components required for their production. 
There were no countervailing duties to 
neutralise the excise oixi sales taxes im¬ 
posed on domestic capital goods.”* Finally, 
import of second-band madiines and avail¬ 
ability of suppliers’ credit to importers at 
very low rates of intenat have caused fur¬ 
ther diversion of demand away from the 
domestic capital goods sector. 

Low Capital Aocu.iulation, Excess 
Supply of Funds and Stock 
Market Room 

The industrial recession is no doubt due 
partly to substitution of foreign for domes¬ 
tic capital goods; but much more important 


has been the stagnation of aggr^ate invest¬ 
ment demand itself. This, in the context of 
Uk surfeit of finance at tlte disposal of the 
corporate sector and the prolong increase 
in share prices, constitutesperhqrs tliegreat- 
est puzzle of the Indian economy in recent 
years. 

We have already drawn attention to the 
fact that while banks and AIFIs arc flush 
with funds, the corporate sector has raised 
substantial amount of capital fhan the pri- 
maiy market, botli dom^c and foreign. 
Part of tliis fund lias been used for retiring 
old debts carrying high rates d* interest. 
Ibis of course is an eminently sensible step 
fiom the viewpoint of individual investors. 
Nor docs it have any adverse macro-eco¬ 
nomic cmisequence Mioi the substitution is 
between domestic debts. But companies 
have also used funds raised through Euro- 
issues to pay off their debt from internal 
sources or to reduce their borrowing from 
banks and AIFIs. This, it maybe noted, is an 
iastance individual interest running con¬ 
trary to the interest of the economy as a 
whole. To see wby, note that given the 
demand constraint operating in t^ domes¬ 
tic money mruket. such substitution docs 
not involve any increase in capital accumu- 
latkm or future growth in GDP. TImie is 
only a redistribution of the operating sur¬ 
plus fiom domestic lenders to producers and 
foreign creditors. Though ctanponies cam 
more profits, there is a decline in gross 
national product and the country is bur¬ 
dened with the problem of servicing foreign 
debt. 

What is puzzling is not so much the 
liquidation of costly debts with dicaper 
fu^ irrespective of their source, but rather 
stagnation in investmern notwithstanding 
the steep fiill in the cost of finance. The 
phenomenon undo^lines Ueak expectations 
of investors relating to prospective yields 
and seems to confirm the old adage used in 
the context of asymmetrical effects of mon¬ 
etary poHcies during depressions and booms: 
tlrough a horse may be dragged to the river, 
it cannot be forced to drink; but you can 
alwa^ prevent it from drinking water. 

If investors indeed take a dim view of 
future prospects, how are we to account for 
the stock market boom? The answer to the 
question can at best be tentative and rniv 
perhaps be sought along Keynesian lines. 
Decisions regarding fixed capital formation 
ore based on considerations of long-term 
fundamentals, and such investment, being 
lumpy and ineversiUe, attracts hi^ risk 
premium. For 'investment* in tlie diare 
market on tlie other hand what matters is 
expectations regarding the short-run move¬ 
ment of prices. 

The bullish sentiment in the stock market 
may thus be traced to the following set of 
factors: First, reductions in corporate in¬ 
come and capital ^ins taxes, and exclusian 


ttf'shaies fioni taxable wealfli (^indivkluah 
have raised the idtractiveness of Aaies. 
e^wdally of pnrfit-making companies. Sec¬ 
ond. alter abolition trf'contiol overprice and 
premium of new capital issues, many com¬ 
panies have raised the ratio of dividend to 
profits in order to reduce tbe cost of raising 
funds fiom the primary morkeL” Third, 
liberalisation and decontrol of (product) 
prices have raised earnings of relatively 
eflTicient companies, though others have suf¬ 
fered in the process. The market sentimait 
has been guided, as is often the case, more 
by the record of star perfonners than by the 
oversll profitability the corporate sector. 
The bullish sentiment genera||^ by the per¬ 
formance of the select groiqi of companies 
has given a thrust to the share prices of other 
cmnpanies as well. Fourth, tte market has 
come to expect more and more concessions 
from tbe government in view of its avowed 
policy of reducing over time all direct taxes 
to levels prevailing in advanced coirntries.** 
Fifth, easy availabiiity of funds, eqiecially 
against shares, has helped bullish qiera- 
tions in no small measure. Finally, the {die- 
mxnenon of rising share prices, unsupported 
by kmg-runexpectationsof producers, seems 
to owe mucli of its origin to herd behaviour 
and to the benchmark of maricet expecta¬ 
tions set by the dizzy height share prices 
reached during the scam days. 

Investment AND Public Policy 

The perceptive reader must have realised 
that tlie factors listed above would hardly 
weigh much with hard-headed businessmen 
hiking decisions on investment in fixed 
capital. They would no doubt be all praise 
for the finance minister for the bonara 
way of cuts in taxes on profits and capitid 
gains. But what matters for investment is 
not simply the increase in net [xofit on 
current operations, but the expect^ (a) de¬ 
mand in relation to existing capacity, and 
(b) availability and/or prices of inputs used 
in the process of production. An analysis 
along these lines may provide some clue to 
the puzzle of low investment in the Indian 
economy. 

Note first that to the extent expectations 
are influenced currcid happenings, the 
endemic and substantial excess capacity, 
whatever be its source, cannot but have a 
deprive eflect on investment climate. 
The irony of the situriion is that it is flie 
slow-down in public investment and gov¬ 
ernment pdicies relating to capital goods 
imports that haveresuHed in the dusp fall in 
capacity utilisation of imits producing capi¬ 
tal goo^ and most of these imits bel^ to 
the public sector.” Under the progra m me 
for reform undertaken by the government, it 
will not make sense to the management rtf' 
these entcqirises to go in for any project for 
expansion of aqmcity. 
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Second, government flscal and other 
policies ha ve no doubt given a thnist to the 
production of consumer durable. How¬ 
ever. apart from the fact that the weight of 
ttwse goods is relatively low in industrial 
output, their importsare still on the banned 
list With the threat of demolition of the 
protective barrier looming large, it is idle 
to expect large-scale investment in these 
industries. 

Third, an inqxxtant develo^eut in this 
context is stagnation of agricultural out¬ 
put consequent upon the draline in invest¬ 
ment in agriculture. The basic reason here, 
as widely suggested, is twofold: cutback 
in government investment in irrigation 
and related areas; and presence of stremg 
complementarity between public aiKl pri¬ 
vate investment in agriculture. In a coun¬ 
try like India viability of balance of piqr- 
ments, price stability and jx'ospects of 
industrial expansion depend crucially on 
the growth of agricultured ou^ut iRal^t 
1991,1994]. The implication is tliat when 
investment decisions are based on the 
knowledge of relevant macro-economic 
linkages, a la Lucas et al, bleak eiqpecta- 
tions concerning agricultural growth can¬ 
not but act as a deterrent to capital forma¬ 
tion in industries. 

Fourth, attention has repeatedly been 
drawn to the danger of serious 
infrastructural botUene^s in the medium 
and the long run due to inadequate invest¬ 
ment in power, transport and communica¬ 
tion. The gap creat^ by the decline in 
public investment in these fields has. con¬ 
trary to expectations of the government, 
n(H been filled by private investment. The 
reasons ate not ^ to seek. Given the large 
size and indivisibility of infrastructural 
projects, private investors will consider 
them worthudiile only if they expect a 
substantial increase in the future demand 
for these services. But expectations in this 
regard are unlikely to be buoyant in view 
of stagnation of industrial investment, 
which in its turn is due in part to uncer¬ 
tainty relating to he future availatnlity of 
infrastructural services. Such co-ordina¬ 
tion foilures cannot be corrected through 
reliance on the free play of market forces. 

Finally, long-run investment is influ¬ 
enced considerably by producers’ percep¬ 
tion of both the ability and commitment of 
the government to promote growth and 
Bill capacity utilisation. While the 
govenunent’s commitment to reform and 
liberalisation appears undoubted, its pro¬ 
nouncements rating to its priorities and 
policies for tackling recession and pro¬ 
moting growth ve unlikely to inspire niuch 
confided in the medium and long-run 
prospects of devdopment of the economy. 

It is thus not too difficult to ex|dain why 
foreign direct investment has so for been 
so inodest and credit rating of India re¬ 


mains low in spite of improvement in 
trade balance and substantial inflow of 
foreign funds into the stock market. 

IV 

Uakm Budget 1994-95: 

Shwt-Temi Respoirse and 

Long-Run Perspective 

In analysing the budgetary proposals 
for 1994-93, it is useful to rdate them to 
two basic questions. First, wlvt ate the 
policy re^xmse of the government in tack¬ 
ling the current problems of low capacity 
utilisation, slow growth and imabat^ in¬ 
flation? Second, how for does the Budget 
reflect a wdl-thought-out programme of 
devdopment of the ecmiomy find allevia¬ 
tion of poverty? While the implicit aru- 
lytical framework behind government poli¬ 
cies remains basically the same as that 
under the standvd IMF-sponsored SAP. 
during 1993-94 there were, to the horror of 
the ertablidunent, quite a few violations 
of canons concerning fiscal deficit, 
monetised deficit and food and fertiliser 
subsidy. Some of these violatioiu, it is 
claimed, were port of a programme of 
macro-economic stabilisation in^he con¬ 
text of the substantial slack prevailing in 
the eermomy. Let us see how for the bud¬ 
getary measures for 1994-95 are addressed 
towards the solution of duxt-run macro¬ 
economic problems and how or if these 
rrteasures are dovetailed in the overall 
policy for long4erm devdopment of the 
economy. 

Macro-Economic Stabiusation 

If the government indeed raised the fis- 
cd and monetised deficits in 1993-94 to 
countv the recessionary tendencies in the 
system, the budget for 1994-95 shows a 
reversal of policy in thisregard. The abso¬ 
lute levels offish and monetised deficits 
in 1994-95 are slated to go down by 8.5 
and 50 per cent respectivety from their 
correjqionding amounts in 1993-94 (rc- 
visedestimates). Thistumaroundinpoiicy, 
in the face of persistenge of slack in the 
economy, is perlups due to the fact that 
these measures were found ineffective (or 
even oountoproductivc) in tadfling re¬ 
cession during 1993-941 The more chari¬ 
table interpretation is that the net effect of 
all the budgetary measures taken together 
is consider^ expansionary in spite of the 
significant cutbe^ in fiscal and monetised 
^fteits. Ld us consider the miyor provi¬ 
sions in the Budget that can Iwve impor¬ 
tant effects on the diort-run macro-eco¬ 
nomic behaviour of the system. 

The direct impact of the budget in stimu¬ 
lating aggregate demand will be negative 
on two counts. First, whtle total govern¬ 
ment expenditure in nominal terms is to 


increase by 5 per cent, increase in revenue 
receipts isexpected to be 13percenL With 
a 9 per cent inflation rate, this inqrlies in 
real terms a decline in government eiqMB- 
diture by 4 per centagainst a 4 percentriaa 
in revenue collections. Again, while Am 
estimated increase in government taepm- 
diture is Rs 7,827 crore, the increase in 
interest payments by Rs 8,500 crore tilts 
the balance in favour of transfor payments 
against government demand for final goods 
and services. Thus given the size of the 
central government budget in relation to 
GDI^ there will be a sizeable contra- 
ctioomy inqiact, if the government can at¬ 
tain its expenditure and revenue targets.^ 

Second, in a situation of demand con¬ 
straint in foe loan market, government 
capital receipts, as our analysis in Section 
m shows, do not have a significant effect 
on aggregate demand eifoerway. How¬ 
ever, the lower growth in RBI credit to 
goverrunent along with foe new norms for 
bank advances can, as in 1993-94, have a 
negative supply side impact on agriculture 
and small industries. 

It is interesting to note that in spite of 
the cut in corporation tax, foe goverrunent 
expects a 20 per cent increase in collec¬ 
tions under this head during 1994-95. Pre¬ 
sumably, foe government expects a sub¬ 
stantial improvement in foe perforniartce 
of the economy in general and that of the 
corporate aector in particular. This opti- 
misin is perliaps based on the expansioii- 
ary effect budgetary measures are expected 
to have on private denumd. Theexerrrptxn 
limit for income tax has been raised; foe 
average iiKome tax rate is also reduced 
through adjustment in slabs; the mirtt- 
mum period ofholding of units of UTT and 
Mutual Fund duires for calculation of 
long-term capital gains has been cut fhw 
3to 1 year, foe exemption limit for gift tax 
has b^ raised from Rs 30,(X)0 to Rs I 
lakh; and corporation tax rate has been 
redurod by 5 percentage points. No doubt, 
all these are expected to raise aggregate 
demand. But the tax concessions along 
with transfer through interest payments 
will, as in 1993-94, provide a further boost 
to foe production of consumer durables 
and other items of luxury consumption. 
The only provision in the budget which 
will contribute directly to the demand for 
mass consumption go^ is'foe Rs 2,000 
crore increase in allotment fm rural em¬ 
ployment generation (provided there is no 
leakage from fois source). Against this 
might be set the diangeover to the system 
of acf valorem taxes, which, though justi¬ 
fied on grounds of {xovtding foe mudi 
needed buoyancy to foe tax system, will 
have the irmnediate effect of raising 
the prices of quite a few goods havirtg 
large weights in the index of industrial 
production. 
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The Budget attests to the government’s 
concern re^rding negative growth ofcapi* 
tal goods industries in 1993*94 and con¬ 
tains a series of ineaswes to counter this 
trend. Here alsO the etTcct operating di¬ 
rectly through government expenditure is 
far from exponstionary. Govenunent ex¬ 
penditure on cai>ilal account is in fact 
expected to go down by- Rs 760 crore in 
nominal terms, or by about it S per cent in 
real terms.’* If we include investment ex¬ 
penditure expected to be incurred by pub¬ 
lic sector undertakings from internal and 
extra-budgetary sources tlie real growth in 
public sector investment will be near zero, 
lliis is of course on the assumption that 
expenditure on capital account of both the 
government and public sector enterprises 
does not (as happened in 1993-94) fall 
short of tlie target. 

The boost to die domestic capital goods 
sector is souglit to be provided through the 
following set of measures: 

(i) cut in long-tcnn capital gains tax on 
domestic companies from .40 to 30 
per cent; 

(ii) reduction in corporation tax rates by 
5 percentage points; 

(iii) extension of MODVAT to capital 
goods; 

(iv) decrease in basic customs duty on 
project imports and general capital 
goods from 3S to 25 per cent; 

(v) reduction in lending rates of banks 
and financial institutions by 1 per¬ 
centage point; 

(vi) scaling down ofimport duty on parts 
of capital goods to 25 per cent from 
the previous rates ranging from 25 
per cent to 35 per cent; and 

(vii) imposition of countervailing duty on 
imports of capital goods equivalent 
to the excise duty on domestic capi¬ 
tal goods. 

Measures (i) to (v) are intended to raise 
aggregate demand for investment, while 
(vi) and (vii) represent devices for pre¬ 
venting the diversion of this demand to 
imports even when there is no difference 
between the productivity of domestic and 
foreign capital goods. 

Our analysis in Section QI suggests that 
the provisions listed above are addressed 
to Uie periphery rather than the core of the 
problem of recession in capital goods in¬ 
dustries. The correction of the anomalies 
in the tax structure via (vi) and (vii)- 
anomalies that run controry to the stan¬ 
dard principles of allocative elTiciency— 
was of course Itmg overdue.” But simply 
the prevention of substitution of foreign 
for domestic capital goods will be of little 
avail unless there is a significant increase 
in aggr^ate demand for investment. No 
major improvement on the demand front 
can be expected from the reduction in 
institutional lending rates by 1 pereentage 


point, given the much lower cost of fi¬ 
nance from other sources. Provisions re¬ 
lating to corporation tax and capital gains 
tax will help, as in 1993-94, more in 
generating bullish sentiments in the stock 
market than in cflccting any signillcunt 
improvement in the climate for invest¬ 
ment. Under tlie package of policies pre¬ 
sented in the Budget, growth in demand 
will primarily be in industries producing 
goods for upper class consumption and 
these goods arc widely cxiiected to be 
taken off the negative list of imports in tlie 
near future. Public investment in agricul¬ 
ture remains low. Ihcre is no move to 
assure private producers of the future avail¬ 
ability of infrastructural services. In short, 
long-run policies reflected in the Budget 
cannot but make a rational producer ex¬ 
tremely wary of undertaking investment 
on a large scale at the present juncture. 

Lono-Run Strategy 

The upshot of our analysis is tliat in tlie 
absence of a sound sliatcgy for long-niii 
development of the economy, it will be 
difl'icult to avoid stagflationary tenden¬ 
cies in the system, ihe long-nm policy 
under SAP is fairly clcarand simple, ihcre 
are also important elements in this policy 
which are eminently sensible and efll- 
cieiicy promoting However, the policy 
also has important gaps which need to be 
recognised and removed for realising tlie 
basic objectives of growth and poverty 
alleviation. 

There are three major policy thrusts 
under SAP for which the government 
should be complimented, first, the at¬ 
tempt at simplification of the tux system 
and at removal of bureaucratic control and 
procedural hurdles producers liad to face 
at various stages, cannot but have a salu¬ 
tary cflcct on the functioning of the eco¬ 
nomic system. Second, tlie clear signal 
given to managers of public sector enter¬ 
prises tliat their job is to make profit and 
not to promote some non-quantiflable so¬ 
cial objectives is essential for healthy 
growth of these enterprises. Third, the 
thrust on exports and cost-competitive¬ 
ness of domestic industries is essential for 
long-run viability of balance of paynfents. 

While the overall concern and policy on 
these tliree counts constitute a welcome 
departure from tlie ad hoc policies of the 
earlier decade, some of the steps taken by 
the government betray an inadequate un¬ 
derstanding of some basic economic is¬ 
sues and oflen go against the implicit 
model behind SAP itself. We have already 
referred to the violation of allocative effi¬ 
ciency arising from the diflerential duties 
on capital goods and their components, 
and from the absence of countervailing 
duties on imports. Wliilc the 1994-95 Bud¬ 


get has removed some of these anomalies, 
otliers are permitted to persist (note 27). 
What is much more important, the govern¬ 
ment has not been quite consistent in fol¬ 
lowing the principle of comparative ad¬ 
vantage while promoting or discouraging 
industries 

When consumer goods imports are 
banned, low customs duties on capital 
goods (and their components) cannot but 
have a distortionary cflcct on the alloca¬ 
tion of resources between the two sectors. 
If the ban on consumer goods imports is 
intended to discourage consumption of 
some non-e.ssciitial.s,’' tlie objective could 
be better served w ithout violating the effi¬ 
ciency criterion by (a) im|X)sing high ex¬ 
cise duties on domestically produced 
luxury goods, and (b) allowing imjxirts of 
these goods witJi countervailing duties If 
the objective is to raise the degree of 
capacity utilisation in consumer durables 
or other industries in view of the diffcr- 
encc between market and shadow prices of 
imports [Rakshit 1986a, 1991. 1994], the 
ban should be supplemented by steps for 
discouraging investment in lhc.se indus¬ 
tries Anyway, the argument applies 
equally well to capital goixls industries. 
The dilferential degree of piotcction to 
consumer and capital goods industries can 
bejustifled only if the former are deemed 
to enjoy greater dynamic comparative 
advantage—a hypothesis that cannot ap¬ 
ply to all consumer goods industries cur¬ 
rently protected, and does not seem to 
have any solid fomidatioii in empirical 
findings 

The major flaws in ihe long-run strategy 
lie ill two areas and there is no serious 
attempt in the Budget to correct these 
flaws We have repeatedly emphasi.scd the 
Importance of inflastructural investment 
and large-scale deployment of resoiuces 
in selctitcd indiustrics in order to make 
them iiAemationally competitive within a 
speciljcd time ftame 'fhis requires some 
indicative planning and close co-ojicra- 
tion between the government and prcxluc- 
ers, public or private Second, tlic govem- 
nicnt does nut seem lo have any effective 
plan for raising agricultural investinent 
and production—a lapse that augurs badly 
for the long-nm internal and exteriial bal¬ 
ance of the economy 

Removal of the two defect.s in goveni- 
meiit .strategy requires, among other tilings, 
a significant step-up in public investment 
While the govciimient is not peihaps un¬ 
aware of this requirement, the stumbling 
block in this regard appears to consist in 
the problem of llnance and the perception 
of the government concerning safe limits 
to fuscal and monetised deficits lilse- 
wlicre we have indicated why the enneern 
of tlie govemment should be the icvcniic 
rather tluin the fiscal deficit, and how the 
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policy relating to interest rates, imports 
Hid public investment has led to the fiscal 
Lfisis in the Indian economy [Rakshit 
1986a, 1991, 1994] Unlortimatclv, tlie 
process of unlearning the ortliodox tenets 
and of learning Irom experience appears 
extremely slow in ofTicial quarters and the 
economy has meanwhile to pay tlie price 
in tlie form of losses in jobs, income and 
consumption 

V 

Conclusion 

(a) Poor growth m agriculture and in¬ 
dustry in the Indian economy has been 
accompanied by a substantial inciease in 
the supply of finance, slow growth m bank 
advances, inflow of foreign funds, a juinp 
in foreign exchange reserves, and a boom¬ 
ing slock market 

(b) Ihe key to the pu//ies lies in (i) 
switch from a regime of credit rationing to 
a situation of excess suppis in the loan 
market, (ii) interrelationship between de¬ 
mand constraint in the loan market low 
investment and stagnation m agricultural 
output, ( 111 ) differences in Ihe factors op¬ 
erating in the share market and those af¬ 
fecting investment m fixed capital, and 
(iv) the way budgetary operations arc re¬ 
lated to (i), (ii) and (ill) 

(c) Government policies under SAP have 
boosted the demand for consumer dm able 
and contributed to the rise in share prices, 
but had an adverse effect on capital forma¬ 
tion in both agriculture and industries 

(d) While measures aimed at simplifi¬ 
cation of the tax structure, removal of 
bureaucratic control, generation of profits 
of public scctoi undertakings, and export 
promotion should contribute toward effi¬ 
ciency and viability of Uie sytem, there arc 
major flaws in tackling short-run prob¬ 
lems and m the long-run strategy for de¬ 
velopment The flaws consist primarily in 
the lack of any coherent policy relating to 
agricultural growth, infrastructural invest¬ 
ment, promotion of activities in line with 
the pnnciple of dynamic comparative ad¬ 
vantage, Olid scale, composition and fi¬ 
nancing of government expenditure 

Notes 

I Ignoring the catfi drain from the banking 
system that would have occurred with Ihe 
concomitant rise in the level of economic 
activity 

t I or a more detailed exposition see Rakshil 
(1986, 1993) 

I F\en when Ihe central bank docs not fix ihe 
structure of miercst rales, strong oligopolistic 
elements in banking and finance lend to 
make the lending as also deposit rates fairls 
sticky Neilher does perfect competition bv 
Itself ensure market clearing interest rates 


since asymmetric information gives nse to 
tlie problems of adverse selection and moral 
hazard (Stiglii/ and Weiss 1981) 

4 There could no doubt be excess demaiKl in 
some submarkets logetlKr ssilh exec'ss sup- 
pK in others Such coexistence does not 
invalidate the results relating to the occiall 
working of tlic sjsicm 

5 Ignormg the lc*cd-back Iroin the commodity 
market associated willi the use of credit 

6 Or lather, cannot be used for cxpiaiiiiiig the 
oserall behaciour ol the financial niaikel 

7 Note that DC implies inadequate demand 
for loan by creditworllis borrowers Apart 
from Ihe lad that the imposition ol nomis 
can explain at best ci.clioiial but not occiall 
demand constraint there can be lilllc doubt 
regarding tlic decline in demand lor loans m 
real terms b\ crcdil\corth> borrowers lie 
that as It may a boost in profilahilily iii 
agriculture uul mductry would turn a con 
sidcrable section ol borroccers currenllv 
shunned bv banks ctnmcnllv crcdilwoilliv 

8 Nicest ol which have found llicir was m 
investments on iIk- ascet cidc of the bal 

aiico sheet ol fiiiaiici il inslilulioiis including 
banks However (he amount raised through 
Commercial Pipers ic lairly mode si 

9 In a situation ol demand consliamt il is the 
minimum interest rale that mailers 

10 file rilio evas lower in the hevdavs ol the 
period ol scam 

11 I o see the significance ol administered in¬ 
terest rales m Ihis context note llial an in¬ 
crease in the supply of reserve money or 
non-bank credit csill have no impact on ag¬ 
gregate borrowmt, tor production and in- 
vesimeni when all interest rates are fixed 
and the credit market is dc-mand cunsiraincd 

12 the demand side lactois arc relevant more 
III explaining the composition of agricul¬ 
tural output tliaii ils total 

n As dislinci from overall credit rationing 

14 Ihe whole of this does nol conslilute expen 
dilure on final goods 

15 Stnctlv speaking increase in emoluments 
of gov emmcnl vervanls qiould also be treated 
as Iranslerv rather than public consumption, 
since they hardly raise the quality or quan¬ 
tity ol public service 

16 During April-October 1993-94 the decline 
in sugar production was more than 5S per 
cent 

17 Since larger stockholding leads to higher 
prices in the open market Nc4e also that the 
increase in food subsidy was largely due to 
higher interest and other costs of maintain¬ 
ing large stocks, and hence did not benefit 
lower income groups at least m the short 
run 

18 Through the Pigou cfTcct, with share prices 
ruing at a faster rale than the consumer price 
index 

19 Note that under the prevailing I xini policy 
there IS no leakage by way ol imports in 
respect of consumption goods (except 
tlirougli imports ol tiKir raw malerials and 
components) 

20 As we stiatl see, some of the anomalies arc 
souglil lo be corrected in the kliiion Budget 
for 1994-95 


21 Most empirical studies suggest that an in¬ 
crease 111 dividends at Ihe expense of re¬ 
tained profits tends to laise prices of shares 

22 this IS partly borne out bv the decline in 
share prices when the I nion Budget for 
1994 95 lell short ol expectations 

21 \\ c has e cl iboratcd clscw here on the macro¬ 
economic implications ol such policies on 
fiscal dcficil and public sector saving 
I Rakshil 1986a 1991) 

24 ( ciitral governmcnl expenditure as a lalio 
oi (iDI* IS more (h in 20 per cent 

25 Ihe two targets appear to be inconsistent in 
lhal it expenditure is no more than Ihe bud¬ 
get esimiites llie revenue targets are un¬ 
likely to he attuned 

26 linancial investment ol the government 
largely rellccts budgetary support lor public 
Sector investmcnl 

27 Ilowcvcr, there is still no import duty on 
Ictliliscr pro|Ccts duly on power projects is 
only 20 per cent and imports on these two 
counts do not altr ict inv countervailing du¬ 
ties \gain Uiere is no appreciation of the 
principle (hat even from (he viewpoint ol 
allocative efl'icieiicv some subsidy is rc- 
<|uired tor lull utilisation ol cvisting capat- 
ilv 111 cipilal goods induslrics though in¬ 
vestment 111 tin.Sc industries can be lustifled 
onis on the basis ol Ihcir long nm viability 
I Rakshil 1986a, 1991] 

28 1 his amounls to tacit admission oi tlie lait- 
iire of the direct tax m icliincry and govem- 
mc-nt expciidilurc as means ol pnnnoling 
equitable distribution ol iticoine 
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We have benefited from the budget. 
So have our customers. 

Colour-Chem announces lower post-budget prices. 

Price p er kg. 


Monomethyl Acetoacetamide 65% 

k?re-Budge( 

Post-Budget 

(MMA65%) 

Rs. 7& 

Rs. 71 

Diethyl Acetoacetamide (DAA) 

Rs. 

Rs. 122 

Acetoapetic Methly Ester (AAME) (tanker) 

RS. 62 

Rs. 78 

(drum) 

Rsys? 

Rs. 83 

Acetoacetanilide (AAA) 

RsAsI 

Rs. 140 

Acetoacet-O-Anisidide (AAOA) 

Ri. 2^ 

Rs. 208 

Acetoacet-O-Toluidide (AAOT) 

Rs. 186 

Rs. 181 

Acetoacet-M-Xylidide (AAMX) 

yRs. 39l\ 

Rs. 365 

Acetoacet-O-Chloranilide (AAOCA) 

/Rs. 195\ 

Rs. 190 


Prices have also been reduced on many products from our ranges of 

• Dyestuffs 

• Pigments 

e Leather chemicals 

• Pricelists are being sent to valued customers of these products. 

For further details contact- 

Colour-Chem Limited, (Marketing Division) Khetan Bhavan, 3rd Floor, 

198, Jamshed]! Tata Road, Churchgate, Bombay 400 020. 

Tel • 2830882/2830884/2831058, Telex 011-84665 CCLM IN, Fax- 91-22-2876095 
Regd. Office: 194, Churchgate Reclamation, Bombay-400 020. 


Colour (hem 


HoechstB 


Ajbsidmry of Hoechst AG, Germany 
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On Inflation and Subsidy 

Rai^ltSau 

Contrary to the finance minister’s claim, staMlisation of the Indian economy was not completed last year by his own 
criterionanddata.norwill it be inthisyear. Should structural reformsbepursuedwithoutfirst stabilising the economy? 

The finance minister intends to revive the capital goods sector thmugh a Keynesian deficit-induced multiplier- 
accelerator mechanism. But if the historical linkage between capital goods mdustries and the government’s own expenditure 
on capital formation is any guide, then the drastic budget cut on the latter's account would frustrate his objectives. 

Here we shall describe a new type of inflation, unheard of by the monetarists and the structuralists alike. This 
inflation springs from the wealth effect that emanates, unlike its Pigouvian cousin, from the stock market. The budget 
will dig this channel of inflation deeper. 

There is a widespread misconception about subsidy and its magnitude. The well publicised estimate that puts total 
subsidies at 15 per cent of GDP relies on a wrong formula and a false notion. 

The professed 'middle path'has degenerated in reality into a 'middle-classpath’ with an inclination towards the 


top-rich. 

HSCAL delicit is the root cause of two 
evils, namely, inflation, and the balance-of- 
payments deficit. Fch' stabilisation of an 
economy that has fallen into crisis fiscal 
deficit, tfaerefoe.mustbebroughtdown—in 
the case of India precisely to 4 per cent of 
ODP. This is the quintessence of the macro- 
economic theory and policy of our finance 
minister. And it has been enunciated on 
several occasions. 

I^t year while presenting the budget in 
parliament the finance minister declared 
that India had successfully completed the 
onerous task of economic stabilisation. But 
today the ex-post data, now available, 
indicate that his claim was premature. In 
1993-94 the actual fiscal deficit at 7.3 percent 
of GDP was way above the budgeted target 
of 4.7 per cent of GDP, let alone the 4 per 
cent benchmark that was stipulated for such 
dericit in the original memorandum signed 
with tbeintemational Monetary Fund (IMF). 

This year the flnance minister has said 
that the fiscal deficit for 1994-95 will be 
6 per cent of GDP, which itself is 50 per 
cent higho* than the norm earlier set by 
himself. Besides, our simple arithmetic cal¬ 
culation with budget data shows a still higher 
figure, namely. 6.9 per cent, not 6 per cent, 
for that year.' Furthermore, we know, the 
realised number in such circumstances of¬ 
ten overshoots a finance ministCT's projec¬ 
tion. Reckoned by the finance minister's 
own criterion, stabilisation of the Indian 
economy, evidently, had not been attained 
last year, nor will it be in this year. If so, it 
raises serious questions about the strategy 
of liberalisation of the Indian economy. 

“S«ne of the majcff liberalisation epi¬ 
sodes during the last decade, such as those in 
Argentina, Chile, and Uruguay, lock place 
in highly unstaUe macro-economic envi- 
roiunents that eventually contributed to their 
failure. Ihere is a growing belief that this 
macro-economic instability was not com¬ 
pletely exogenous, but was in some sense 
related to the liberalisation strategies fol¬ 


lowed in these countries” [Edwards 1984; 
3]. India, keeping in view its specificities, 
should carefully consider its options since 
the economy u not yet stabilised. 

If riscal derich is the fountainhead of the 
dangerous tenns, namely, inflation, and pay¬ 
ments disequilibrium, what lies behind fis¬ 
cal deficit?Inotherwords,deflcit ‘kepichbe 
kya hai* ? Of course, the burden of subsidy, 
inter aUa\ Such is a widespread impression 
in India; it links subsidy, budget deficit, 
rapid price rise, and crisis in external ac¬ 
count, in a chain of causation in that order. 
Some wrong notions and false measure¬ 
ments of subsidy have gained extensive 
publicity, and ate misleading the public 
opinion. This essay is an attempt to set the 
record straight at an aggregative level. 

Bad harvest, and printing of too much 
money by the. government are part of the 
folklore on the causes of inflation The 
finance minister, we believe, has dug an¬ 
other channel for inflation—it relates to 
financial speculations by the affluent. India 
had survived one securities scam two years 
ago. Another artificial boom in stock 
maritet—unrelated to economic fundament¬ 
als—is probably not far behind. 

Section I gives some highlights of the 
budget. Section n deals with the above- 
mentioned new variety of inflation that 
sjxings from casino of the rich. Section III 
reviews some prevailing prejudices on sub¬ 
sidy. Section IV has a few brief remarks. 

I 

Budget Equations 

Figures for 1993-94 ate revised estimates 
(R E) and those for 1994-95 are budget 
estimates (B E). Let Kdenote capital expen¬ 
diture by the government of India. From the 
budget papers of 1994-95 we find 

(1) K(1994-95) a0.977.K(1993-94). 

It means that this year the government will 
cut down capital expenditure even in nomi¬ 
nal terms, relative to the faevious year. Just 


imagine what it means when corrected foi 
inflation. 

Csqrital expenditures are classified undei 
two heads; plan, and non-plan, denoted by 
PKand NPKrespectively. Indeed, K* PK-* 
NPKL The budget shows 

(2) PK(1994-95) =0.941.PK(1993-94). 
The axe has fallen heavily on plan capital 
expenditure, 'lliis is, I guess, for the flrsi 
time in the history of planning in India since 
1951 that capital expenditure on plan ac¬ 
count has been slash^ in absolute terms at 
current prices. 

Non-plan capital expenditure will remain 
almost stagnant at current pnees. 

(3) NPK(1994-95)= 1.028 NPK( 1993-94). 
,So it will fall in real terms if inflation takes 
place 

The following two equations show the 
relative burden of interest charges in fiscal 
1994-95. 

(4) Interest payments = 1.013. (total plan 
expenditure). 

(5) Interest payments s 0.507. (total non¬ 
plan revenue expenditure). 

Obviously, interest payments are eating away 
an enormous amount of budgetary resources. 

In the budget as such the amount of 
subsidies is smaller than that of interest 
charges. But the budget displays only ex¬ 
plicit subsidies given to producers and 
consumers directly. Among them, subsi¬ 
dies on export, fertiliser, and food are 
known to be quite prominent. The Na¬ 
tional Accounts, however, follows a wider 
concept of subsidy that covers, in addi¬ 
tion, losses incurred by departmental en¬ 
terprises. Now, there is a third definition. 
In a very interesting paper Mundle and 
Rao (1991) have taken another step for¬ 
ward to include also services offered by 
government departments like health, edu¬ 
cation, housing, and family welfare. By 
this method it turns out that in sample year 
1987-88 the estimated subsidy was as much 
as about 15 per cent of GDP, which is an 
astonishingly large magnitude. 
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’fliis n )UiiiJ number of 1S per cent of (iI)P 
us subsidy bus cju^lit popular inVaginalion 
Recently, in a television interview, tlic dis¬ 
tinguished editor of a premier economics 
daily of India sited this figure to support his 
view that the government should curtail 
subsidies 'Ilic print media is not lagging 
behind in this Ciunpaign cither 

As wc shall elalva'alc IkIow, the finance 
minister has taken a big risk in his latest 
budget. At the Hrst signs of serious financial 
crisis the most likely place to chop 
expenditure—investment already having 
been sacritlced, .sec (1) above—is going to 
be subsidy, and that also will be probably 
done aiJ hoc After the ('helliah rommittec 
on lax reform, India ncixls a committee on 
subsidy ictorm 

II 

Inflation by the Rich 

'flic government has a si/cable hoarding 
offiHKigrains at hand, procurement of wheat 
and rice this year has liccn above expecta¬ 
tions I’oicign exchange rcscives arc satis¬ 
factory. So the inflation potential of the 
budget IS low I’or the government can e.is- 
ily icsort to imp.irt. should there be any 
threat to piicc stability. 'Ibis has lieen the 
olticial counter .ugument, in press confer¬ 
ences. against those who have linked the 
si/cof the budget deficit with the possibility 
of inflation. 

In our (udgment a primary source of infla¬ 
tionary pressure this time may come fn>m 
an altogether unsuspected t|u-arter, namely, 
the wciilth fjfcct arising Irom a stock market 
b(xsm fuelled by funds released thtough 
coiporatc lax concessions granted in the 
budget, and inflowof foreign portfolio capi¬ 
tal If piKir men's wage gocxls do not do it, 
this lime speculations by the 2(X)-million- 
Strong rising middle class and the U^p rich 
would Ignite inllation 


’Ihcrc arc four reasons for the rush of 
foreign portfolio investment (FPI) into 
India’s stuck markets ^ Fiist of all, the re¬ 
turn on capital in India’s industry is rela¬ 
tively high. liven in the most ‘unstable’ 
times, that is, fiscal 1991-92, it was not less 
than 16 2 per cent (ICICI 1993: 24). In the 
preceding five years the rate of return had 
steadily improved. There was no set-back in 
industrial profit rale at all. Ihe returns are 
generally highcrinlndia's industry than abroad. 

Second, the government has stated that 
interest rates will be gradually lowered. 
Given the inverse relationship between the 
prices of securities and interest rates, obvi¬ 
ously the (X'esent owners of securities will 
reap capital gains as and when interest rates 
fall ’ 

Third, it is a first principle of fund man¬ 
agement that a portfolio should diversify 
into assets with uncurrelated returns. For the 
Amciican, European, and East Asian inves¬ 
tors India’s equities are quite attractive on 
this ground. 

Fourth, tax rates in India discriminate 
strongly in favour of foreign investments 
here A large quantity of India’s capital is 
said to have left the country, and is strategi¬ 
cally parked abroad. This money can return 
with the giirbof foreign currencies, and take 
adv.'intage of tax concessions. Frobably this 
is happening in fact. 

1hc finance m in ister has proposed to phase 
out od hoc treasury bills as a measure of 
rcsu-aint on money supply. But in an open 
economy—or in a half-open economy like 
India’s—Ihe total money supply is beyond 
the reach of a central bank. Wc suspect that 
a stock market boom will result from the 
inflow of IPI, and the tax relief granted to 
the corpoMie stvior. 'Iliis will create a gotxl 
deal of paper-wealth, which in turn would 
raise consumption of the u[^r-middleclass 
and the top tich 'Ihis is going to be a new 


source of inflalion. It may be recalled thai 
the infamous l.S-monlh-long stock markei 
scam thatended in April 1992, was prompted 
by large-scale diversion of corporate money 
from Ihe .sphere of production to that of 
rinancial speculation.^ It had no correlation 
with the level of industrial activity. Now, we 
see the same anomalous scene: rise in share 
prices, while a large section of industry, 
particularly, capital goods sector, is in a 
prolonged recession. Our corporate sector 
has demonstrated aprofound fancy for specu¬ 
lation. Public sector enterprises have not 
lagged behind in Ihis gamble. 

In a press conference the finance minister 
has said that the fiscal deficit is meant for 
raising aggregate demand to help industry 
come out of recession. This sounds old- 
fashioned Keynesian, all right! But the 
trouble with this policy is that it is too far¬ 
fetched. Wc know dial capital goods indus¬ 
tries are in deep coma. Fiscal deficit, no 
doubt, generates purchasing power through 
the multiplier; but it directly benefits con¬ 
sumer goods industries. Only in the next 
round will the impact be felt by cafntal 
goods industries via Ihe acceleration prin¬ 
ciple. Besides, there is another slip here. 
The budget has curtailed capital expendi¬ 
ture. It is precisely capital formation in the 
government sector that has traditionally in¬ 
duced capital goods industries. If this sym¬ 
biosis is still valid then the multiplier- 
accelerator alone, in Ihe ab.sence of public 
sector investment programme, would not 
add up to much for the rescue of capital 
goods industries. 

We shall now look at the problem from an 
altogether different angle. It is a standard 
practice to blame poenr men’s demand for 
wage goods as the trigger fn- inflation. Let 
us, for a change, consider the profligacy of 
the affluent in tliis context. Macro-econom¬ 
ics has not yet been able to structurally 
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locate the stockmarket within its fold. Here 
we shall make an attempt in that direction, 
and thereby ascertain the impact of mon¬ 
etary expansion in the econoipy. Qualita¬ 
tively, our conclusion will be fairly ortho¬ 
dox: an increase in money supply would 
raise aggregate demand taking into account 
wealth generated in the stock market. How¬ 
ever, the impact would be far stronger than 
hitherto suspected—aggregate demand will 
be a quadratic function of the volume of 
money supply in our model. 

In the short run, capital stock being frxed, 
the potential output at full-capacity, de¬ 
noted by Y*, is constant. If and when aggre¬ 
gate demand exceeds Y* tlKie will be infla¬ 
tion; and part of it might spill over into 
excess imports giving rise to payments dif¬ 
ficulties. We turn to the formal model. 

Let Y be aggregate demand, C consump¬ 
tion. I investment, and W wealth. We have 

(6) Y = C + I 

(7) C = c.Y + h.W, c,h>0 

The marginal yield (net of wages and mate¬ 
rial costs) of investment is denoted by q. It 
is our hyperthesis that 

(8) q = a - b.I, a,b > 0 

At interest rate i, investment I satisfies the 
following. 

(9) q = i. 

From (8) and (9) we get 

(10) I = (a-i)fb, a>i 

In Figure 1, curve AB represents (8). At 
interest rate OR investment is OK. Total 
gross profits from this investment is given 
by area OASK. 

Following Keynes, in the short run firms 
Hnance their investment by borrowing from 
banks. So, at the end of the period, ORSK is 
paid to the banks as interest. The remaining 
part of gross profits is called net profit, N, 
which amounts to area ARS in Figure 1. In 
view of {8)-{10) 

(11) N = (a-i)*/2b. 

This net profit, or dividend, is appropriated 
by shareholders through stock market. It is 


an institutional feature that a firm issues 
equities, each reixcsenting claim over the 
dividend on account of one unit of capital. 
,So the total number of new shares floated in 
Ihecurrent periixl is equal to investment I us 
of(lO). I'ursimplicitywcshall ignore, inthc 
following discussion, the equities rclatal to 
the existing capit al that were issued in the past 
I>et us note that the ‘real’ value of c.ich share 
X, Uiat is, the dividend, per share is given by 

(12) X = N/1 =(a-i)/2. 

.So there are I numtiers of primary shares. 
However, as it happens in a moilern stock 
exchange, a pyramid of derivative assets is 
built up on the foundation of these primary 
securities. In the process of speculation and 
derivative asset creation the total financial 
wealth generated in the stock market can tie 
equivalent to a large multiple of the primary 
assets, lot 0 be the average paper-wealth so 
generated, per unit of investment. Now, in 
our perception the total assets' of consumer 
households consist of two parts: mon^ M, 
and other financial wealth 0.N. 

(13) W = M + 0.N 

l;et us remember we arc ignoring, for sim¬ 
plicity, the stocks relating to tlie existing 
capital. We haveobserved that the availabil¬ 
ity of money facilitates speculation in stock 
exchange. So we stipulate the following. 
{14)0 = v.M, v>0 

Finally, to make the model determinate 
we need a money demand equation. I .et it be 
given by simply 

(15) M = m-ni, m, n>0 

From {6)-(15) we get 

(16) Y=fbM + (g+M) {1 + hvm(g+M)/2n}/ 
nb]A 

where g s (an-m), and s s (1- c). The direct 
impact of activities of stock market on Y 
passes on through parameters h and v. Evi¬ 
dently, in (16) money supply has a strong 
and positive influence upon aggregate de¬ 
mand: Y is a quadratic function of M. 

So far we have implicitly assumed that 
goods prices arc fixed. Tliis assumption is 


acceptable so lung as Y docs not exceeds 
potential output Y*. Hut beyond that poittti) 
inflation is inevitable Should the fiscal'' 
deficit and liberal invit.ttion to IT’l lead toa|l 
rise in money supply, inflation is quitei) 
likely through the above-mentioned chan-^' 
ncl And it will upset many other calcula-^, 
lions of the finance minister J. 

Ill 

A Dubious Kstimato i. 

'Ibe budget this year ha.s reduced fertiliser } 
and tixx) subsidies compared to tire previous 
year. There is a common impression in the 
country that the government bears a heavy 
burden of subsidy, and tliat such expendi- [, 
tureouglil to be slashed We shall argue here' 
that pait of this apprehension may have 
aiisenfromwrongdcliniiion andfalsemea- ' 
surement of siilisidy 

I et us liKik at the most comprehensive > 
and ofl-quotc<l figure on this subject. Con-| 
sider a government tlep.irtmcnt. Let the! 
subsidy provided by this department to the' 
|icople he defined as 

117)s = v + (i + i). k- y ' 

where s is subsidy, v icvcnuc expenditure, i • 
interest rate, j depreciation rate, k the accu¬ 
mulated capital stiK'k. and y revenue re-1 
ccipis Here v is variable cost, and (i-i-j)kis 'j 
fixed cost. Adding up over all the relevant 
dcpaitmcntsconcerncil with social and com-' 
munity services, economic services, and 
genera j services in the government of India' 
and the state governments the total subsidy 
is computed 

From the consolidated current accounts 
as of the tabic v/e find that for all tlie relevant 
departments together 

(18) v-A 1 +A.2 + A 3 = Rs449.59billion. 

(19) y = H 1 +1).2 + H t + H.4 = Rs 164.81 
billion. 

To proceed fuithcr we need the value of 
(i+j)k With a sample of 417 public limited 
comp,inics in the portfolio of the Industrial 
Credit and Investment Corporation of India. 
(ICICI), it is found that depreciation and' 
interest charges arc equivalent to about 20 
per cent of current expenditure. But these > 
areall large-scale, capital-intensivecompa- 
nics; they consume substantial amount of 
raw materials that appear in their current 
expenditure By contrast, government dc- ’ 
partments use comparatively small quanti¬ 
ties of raw materials. So, relatively speak¬ 
ing, interest and depreciation charges may 
be higher for government ikpartments when 
ciunpared against tlicir current expenditure. 
I^t the former be equivalent to 30 per cent 
of the latter. In other wixus, ] 

(20) (i+j)k = 0 3.v 

In view of (18) and (20) we get 

(21) (i+j)k = Rs 134 87 billion 

It follows from (17),(18),(19) and (21) that 

(22) s = Rs 419 65 billion. 

Corresponding to the estimate of total 

subsidy s = Rs 420 billion .isof (22), Mundlc 
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and Rw>[1991:11601 have amivedata simi¬ 
lar number Rs 423 billion, which is 14.38 
percentofODPin 1987-88. Tbeirmetliod is 
slightly diffment in minor details, but essen¬ 
tially much the same as tlte one outlined 
above. Specifically, they have computed the 
fixed cost on anotlier basis. 

The main problem with such estimate is 
that it ignores a major item, namely, B.S of 
the table. Which department collects money 
from the people and under what pretext is a 
purely administrative matter for the govern¬ 
ment. For computation of the burden borne 
by the peqile the form is immaterial; the 
content is all important. Taxation and sub¬ 
sidy do have a bearing on resource all<KU- 
tion; but that is a separate concern. What is 
to be noted here is that it is absurd to 
conclude on the basis of such computation 
that the aggregate government subsidy to 
the people amounts to 1S per cent of Til )P. 
Why should item B.5 be excluded from 
consideration? If the government services 
are valued as per current costs (ignoring 
fixed costs for the moment) then the total 
comes to Rs 935.31 billion as per item A in 
the table, against which we have to set off 
payments by the citizens to the tunc of 
Rs 831.S2 as per item D in the table. 'Ihc 
‘subsidy’ or the gap is only Rs 1(X) billion, 
which is one-fourth of the .amount shown in 

(22) . And it has a more familiar name- 
revenue deficit. 

Fiscal prudence requires that revenue defi - 
cit should be avoided. Ihete is no doubt 
about it. But tlie revenue deficit as such has 
no normative implication for determining 
either the optimal level of activity in a given 
department, or its pricing policy. To put it 
another way, the presence of revenue deficit 
in a department in a certain year does not 
necessarily mean that either the supply of 
service ought to be reduced, or the user 
charge raised. To pursue the matter, in Fig¬ 
ure 2 let DD’ be the demand '-urve for a 
service of a government department, OC the 
average variable and fixed cost, and OK the 
average revenue receipt. Presently, output is 
at OF. So, by (17) the subsidy is measured 
by RCAB. Does the occurrence of this sub- 
sidyjustlfy either reduction in out|XJt, or rise 
in service charge? 

First of all, note that the market is not in 
equilibrium. At price OR the quantity de¬ 
manded is OC, and the corresponding sub¬ 
sidy would be RQIG. By the principle of 
social cost-beneHt analysis a puUic sector 
project is advised to maximise consumer 
and producer surplus. Suppose q denotes the 
quantity of service, p its price, and the 
demand curve is given by 

(23) psa-bq, a,b>0 

The net social benefit U is measured by 

(24) U = / (a-bq) dq - cq 

where c is the average (also marginal) cost. 
Maximisation of U with reference toq yields 

(25) q* = (a-c)/b 


where the asterisk symbolifes optimality. 

If OC represents long-run average and 
marginal costs in Figufe 2 then the optimal 
output is OL. Suppose Uic initial position is 
at S, which implies subsidy by formula (17). 
But that does not call for output reduction. 
Rather it shows that tlie supply of service 
should expand by SI.. True, at L still there 
would be some subsidy as per (17). But that 
subsidy could be financed in several ways, 
of which raising service charge is only one 
altomative. 

Furthermore, one can raise question about 
the significance or the existence of such 
demand curve For a service like education 
or health-care, demand curve DD’ has little 
meaning. Such services have externalities 
that are not recognised in (17). In a word, 
counting subsidies with a formula like (17) 
makes no sense. 

Also, subsidies given liy one department 
can increase go vei nment ’ s tax revenue which 
wi 11 escape the attention of (17). In Figure 3 
curve Ml* represents marginal pnxluct of 
labour in a coinpclilivc firm. We know 
direct and indirect taxes in India claim about 
45 per cent of value added in industry [.Sau 
1992c- 1743). Atagivenndvu/ommtaxrate 
(measured by ratio MT/MO) the firm per¬ 
ceives Tl’ as the relevant labour productiv¬ 
ity curve for its employment decision. At 
wage rale (>W, i t employs labour OF, whereas 
in the ab.sencc of the tax it would have gone 
up to OF.. It is easy to show that both 
employment and total tax collection can be 
increased by a subsidy of ACB judiciously 
given to the finn at the margin. If the 
subsidy is disbursed through the industry 
ministry, and excise duty is realised by the 
finance ministry, only the former will be 
taken into account by formula (17), not the 
latter. Ihc subsidy will appear in item A.2 of 
the table, ami the additional tax revenue in 


item B.S; and thus the latter will go unno¬ 
ticed by (17). I 

Finally, there is also an intertempon} , 
aspect. Why sliould one carp on (as some i 
short-sighted newspaper editorials are do¬ 
ing) the ’subsidy’ given indirectly to stu¬ 
dents of, Siiy, an Indian Instituteof Technol- ] 
ogy (IIT), but fi Tgct about the taxes they pay 
latin in their life? ' 


ConcliidinK Remarks 

So long we have beard so much alxwt ' 
inflalion originating in the agrictil'ural sec- | 
tor, particularly with reference to the supply , 
of fiKKlgrains, or fiom budget deficit as , 
such, 'llic “New Fconomic Policy’’ having 
opened up fresh avenues of making quick 
moneys by the affluent middle class and the J 
top-rich has paved the way for another chan- i 
ncl of inflation. It comes tlirough the wealth | 
effcci emanating from papcr-wcidth made , 
ill stock m.irkut, while industry languishes 
in stagnation 

Die accusing finger for budget deficit and 
iiifl.ilion i» often pointed to the wrong direc¬ 
tion h.iviiig lieen misled by meaningless | 
concepts and dubious calculations of sub¬ 
sidy. Ihc government has failed to appreci¬ 
ate the positive role of subsidy for late , 
industrialisation in the late 2()tb century.* 
The prime minister in his valedictory ad- ' 
dress at the World Rcomimic Forum, D^vos, 
Switzerland, in February 1994, had invoked 
for India tlic middle patli as enunciated 1^ 
the Buddha in the sixth ccntuiy B C. 'fhe 
finance minister has perhaps interpreted it 
as a benediction for a middle class path, , 
inclined to the top-rich. What else could be 
the rationale for his lowering of taxes on 
cosmetics while the budget displays disqui¬ 
eting-revenue deficit? 


TaBLH: CONSOIIIIATED RFVENUE ACCOl'NTS OP THE UNION AND .S’rATU f inVERNMENTS, 1987-88 

(Ks billion) 


ITepartmcnts 

Union 

.Stale 

Total 

A Expenditure 

481.29 

45102 

935.31 

A.l Social and community services 

20.89 

179 85 

200.74 

A.2 Economic .services 

103.35 

140.54 

243.89 

A.3 Gcncr.-il scrviivs 

0.06 

4.90 (c) 

4.96 

A.4 Others 

356.99 (a) 

128.73 (d) 

485.72 

n Receipts 

389.92 

441.60 

831.52 

B I Interest, protils and dividends 

63.49 

19.85 

83.34 

B.2 General .sen'ices 

8.45 

7.79 

1624 

B 3 Social and community serviixs 

2.16 

5.00 

7.16 

B.4 Economic .services 

21.94 

35.23 

57.17 

B.S Others 

292.98 (b) 

•3.73(e) 

666.71 


Sole: _ _ 

Fxpeniiitutes under heads like Collection of Taxes and Duties, Audit, Interest PaVnientt! 
Administrative Services, Defence Expenditure, Currency. Coinage and Mint, and l^al 
Services, (b) Includes Total Tax Revenue, Cash Grants from Foreign Countries and Interna¬ 
tional Oganisations, Aid Material and Equipment, (c) Includes Compensation and Assign¬ 
ments to f.ocat Bodies and Itandiayal Raj Institutions, (d) Includes all Non-Developmentxl 
Expenditures under heads like Organs of State, Fiscal Services. Interest I^iymenls and Debt 
Service, Administrative Services, Pensions and Miscellaneous General Services, (e) Includes 
all Tax Revenue, and Grants from the Centre. 

Source: Reserve liiaik of MUl, Report on Currency and Finance, /PW-PO. Vol 2, pp 122-23,132-33. 
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IndU’s economic policy has been evi- 
d«idy informed by the Internalipnal Mon¬ 
etary Fund (IMF) and the World Bank. 
The macro-economic Fund-Bank model, 
as formalised by Khan, Montiel and Ilaque 
[1990], assumes Say’s I^w. Being based 
on the monetary approach to the balance 
of payments, it has no investment func¬ 
tion. Nor does it recognise the vital dis¬ 
tinction between foreign direct investment 
(FDD, and foreign portfolio investment 
(FPD- Elsewhere [Sau 1992a, 1994b] we 
have seen that introduction of an invest¬ 
ment function can overturn some key re¬ 
sults of the IMF model. A continent-size 
federal economy like India's cannot be 
stabilised with nnancial programming of 
the IMF type. 

Among all the developing countries of 
the world only three—Brazil, India, and 
South Korea—do have sizeable capital 
goods sectors of their own. Today, with 
empty order-books, the capital goods in¬ 
dustries of India cannot find a trace of 
Say’s Law anywhere. It wonders: where is 
the ‘market’ in this market economy? 'Ilie 
Fund-Bank economics nowhere adequately 
treats the capital go<'>ds sector, 'llteir trade 
theories are oblivious to such goods. 

As narrated in the beginning of this 
essay the finance minister has virtually 
conceded that his strategy of stabilising 
the Indian economy has failed. Now the 
fate of the rest of his policy hangs in 
balance, on the performance of the capital 
goods sector. If this crucial sector, built 
over the decades with great care and enor¬ 
mous resources, does not respond vigor¬ 
ously within this year, the finance minis¬ 
ter will then continue in his office (if be 
does)on borrowed time. He will be charged 
with throwing away the baby with the 
bathwater. 

Notes 

[This paper belongs to a research project 
‘subsidised' by the Centre for Management and 
Development Studies, Indian Institute of Man¬ 
agement, Calcutta, without expecting any rev¬ 
enue receipt, and without any shate in the re¬ 
sponsibility for eirors and views.) 

I According to Economic Survey, /993-W, real 
GDP rose by 3.74 per cent, and the wholesale 
price index by 7.72 per cent, in 1993-94. In the 
previous year GDP stood at Rs 6,279 billion at 
current prices. Applying the above-mentioned 
two rates of increase, GDP at current prices in 
1993-94 is estimated by us to be Rs 7,017 biilion. 

Suppose teal GDP will grow at 5 per cent, 
and inflation rate will remain at l.i2 per cent. 
Then, in 1994-95 GIM> at current prices will 
be Rs 7,937 billion. The budget estimate of 
fiscal deficil for 1994-95 is Rs 549 billion, 
which is 6.9 per cent of this estimated GOP. 
By comparison, the finance minister says that 
fiscal d^kil will be 6 per cent of GDP. He is 
then assuming either a more-than-five per 
cent growth in real GDP, or more-than-7.72 
per cent rise in price level, or both. 


2 For the distinction between FDI and FPI, and 
their relationship with macro-economic sta¬ 
bility see Sau (I994a|. 

3 A fall in intere.st rate reduces the relative price 
of a short-term bond compared with a long¬ 
term bond. lyrKtr; Suppose a bond yields 
rupees R per year, and it matures in n years. 
At interest rale i iLs present value v is given by 
(ignoring the principal, for simplicity) 

v = R (r + r^+ ... + r") 

where r = t/(l+i). Consider another bond 
with the same annual yield, but maturing in 
(n+l) years. Similarly, its present value ii is 
given by 

u = R (r + r’+ ... + r"'') 

In a competitive market their prices will be 
equal to their respeclive present values. So 
the relative price ol the former (shorter-lei ni) 
bund in tcrm.sul the latter (longet-terni) bond, 
denoted by w. is 
w = v/u=(l-r")/(l-r"“). 

.Since (I i-r) " cs greater than (I -nr) it can be 
shown that 
dw/di > 0. 

If a (all in interest rate is anticipated, a broker, 
therefore, will now buy longer-term bund.s to 
sell them later. During the 1991-92 securities 
scam this theorem was cleverly used by bro¬ 
kers having insider intormation about move- 
menLs of interest rate. 

4 At Its peak in April 1992, the sensitive index 
(.Senses) of Bombay Slock 1-xchange stood 
at 4,5(X). when the total capitali.salion in .stock 
maikets of India was Rs 2,500 billion, in a 
sense therefore, each point of the index was 
associated with Rs 0.55 billion ot market 
capitalisation. In 15 months ending in April 
l‘W2, the .Sensex had gained 3,5lX) points, 
starting at a base ol a little over 1,000 in early 
1991. At the rate of Rs 0.55 billion per unit of 
the .Sensex, the net addition to market 
capitalisation during this (senod works out at 
Rs 1,925 billion. 

I.et us say, roughly one-half of this addi¬ 
tion, that is, about Rs 1,000 billion was due to 
rise in .stock prices atone, the remaining part 
being alUibuled to enlistment ol new shares 
and other factors. 'Inis estimate is purely 
tentative, and only indicative of the order ol 
magnitude involved. As a comparative bench¬ 
mark. we may cite that India's GNP in 1989- 
90 was about Rs 4,000 billion. 

According to this crude but suggestive arilh 
metic, the stock price boom per se had cre¬ 
ated as if out of thin air a massive wealth ot Rs 
1,000 billion. 'I'he Janakiraman rommiilee, 
aispointed by the Re.serve Bank of India, de¬ 
tected cases of irregul.irilies and fraud, and 
put the monetary si/e of the doubtful expo¬ 
sure of the banks and financial in.stitutions at 
Rs 50 billion. Apparently, the average 'pro¬ 
ductivity' of the fraudulent money is 20 times 
its size. These figures highlighted two things: 
the enormous capacity of the stock exchange 
to create paper-wealth, and the significant 
role of money in this process. See Sau 11992b]. 

5 Household wealth consists of four compo¬ 
nents: money (IS per cent), bonds and equi¬ 
ties (35 per cent), tangible assets (35 per 
cent), and life insuiance and pension fund 
(15 per cent). 'Ihe rounded figures in paren- 
the.ses arc indicative ot the as.sets-' shares in 
Ihe total in the I'.S during 1970 and 1988 
(Dornbusch and Fischer 1990:123). 

The Pigou effect is concerned with money 
alone, which is only IS per cent of total 
household assets; it ignores bonds and slocks 


that account for 35 per cent. We include boUi 
in (13). 

11ie initial version of this model was part irf 
a larger framework developed in a paper that 
was presented in a seminar in I’residency 
College,Calcutta, inearly 1989. While watch¬ 
ing the amazing wrallh-ciealing power of the 
stock market during the 1991 -92 boom I waa 
reminded of this model. 

I thank Mihir Rakshil who prompted nK to 
write that paper: but I must not blame him for 
the outcome. 

6 Late industrialisation in the late 2Ulh century 
in liast Asia, for example, has three historic 
lessons for India. First, for a country having 
no edge in modern technology or product, 
late industrialKsation has to rely on borrowed 
technology. To take full advantage of the 
relatively abundant laboui supply, under the 
circumstances, the country must practise first- 
rate efficiency on the shopfloor. .Second, in 
the preparatory stage the government must 
allocate, and monitor subsidies, and thereby 
get ‘the prices wrong’ so as to .stimulate trade 
and investment. Third, domestic prices hay¬ 
ing been thus ‘distorted’ the export market 
would provide the standard, di.sciplinc, and 
reference (toini for efficient resource alloca¬ 
tion. In short, subsidies have played historic 
role in late industrialisation in the late 20lh 
century lAm.sden 1989, 1991). 
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Economic Kefoims and Macro-Economic Eoflicy 

Anup Sinha 

The resurgence of conservative economic thinking in policy matters and the in^rnational pressures faced by the 
government in 1991 led to a thoroughgoing revision of macro-economic policies. 'However, the task of stabilisation 
has been far from successful. Even without implementing the really painful prescriptions, demand and business 
expectations have posed problems. Uncertainties and shrinking employment opportunities have compounded the 
difficulties. Structural adjustments, in terms of institution building, organisational changes and redefining the role of 
government, particularly in actively easing ir^astructural bottlenecks and creMing basic capabilities for the large 
number of the underprivileged (in whose name all the reforms are being undertakm) have been patchy and hesitant. 
A quick and substantial integration with the world economy has, however, been attempted and is bound to have 
transitional costs in agriculture and the capital goods sector. 


SINCE 1991 there has been a conscious 
effort made by the government of India to 
change the focus of macro-economic poli¬ 
cies, so as to make them consistent with the 
larger programme of economic reforms. In 
this context, the latest budget proposals 
presented by the finance minister came as 
something of a surprise to many. It was 
certainly not a ‘hard* budget in terms of 
restoring fiscal discipline. Nor was ii en¬ 
tirely a departure from the past three years. 
It does, however, reflect certain inconsi.s- 
tcncies that have characterised macro-eco¬ 
nomic policy in India. Recent policies, and 
changes in the stance of the government, 
ought to be viewed from the perspective of 
international changes as well as the internal 
pressures emanating from powerful inter¬ 
ests in the domestic economy. There arc, of 
course, certain features of policy that we 
now take for granted. There is the usual gap 
between objectives and outcomes. There is 
the usual measure of arbitrariness, often 
motivated by purely political considerauons, 
that keep people guessing as to when exactly 
promised policy changes will matcnalisc. 
And of course, everything is done in the 
name of removing poverty and deprivation. 

In this paper some of the compulsions 
driving state policy are discussed in 
Section I. Section II traces the miyor fea¬ 
tures of macro-economic policy during the 
past three years. Section III contains a dis¬ 
cussion of trends in the economy and the 
proposals for 1994-95. Section IV 
analyses the prospects for the economy dur¬ 
ing the coming year. Section V provides 
some concluding observations. 

I 

In the Indian economy, public control and 
planning have always played a crucial role 
in defining the limits of market-based ac¬ 
tivities. Tte current phase of economic re¬ 
forms seeks to alter the division of labour, so 
to say, between the market and the state. The 
compulsion to underuke these changes was 
largely due to the pressures of the IMP and 
the World Bank. It was also, however, deter¬ 


mined by the pressures from a growing and 
articulate middle class with growing inter¬ 
national ties. The genuine dissatisfaction 
generated by years of arbitrary government 
intervention, and low productivity levels 
and inefficiencies of vanous kinds created a 
receptive climate for change. The economic 
crisis of 1991, and the fact that a new 
government had come to power, also made 
such experimentation with change easy. 

Economic policy in India had in ihc past 
been influenced by the dominant Keynesian 
thinking regarding the practice of monetary 
and fiscal policy. On the other hand, the 
influence of Soviet-type planning had influ¬ 
enced policies design^ to address the piob- 
lems of supply, capacity creation, and 
growth. The rapid collapse of the Soviet 
Union and East Europe, along with a grow¬ 
ing dissatisfaction with the Keynesian con¬ 
sensus in macro-eoinomic policy-making 
in America and Europe, made market- 
friendly reforms and a non-interventionist 
macro policy-regime attractive as a viable 
alternative. 

Keynesian policies along with state plan¬ 
ning were at the heart of what is now re¬ 
ferred to as the Nchni-Mahalanobis consen¬ 
sus. This consensus came to represent the 
hegemonic system in India. For sure, it was 
a weak hegemony of capital, as other con¬ 
tending social classes and groups had sig¬ 
nificant strengths in influencing state ac¬ 
tions. According to Grainsci, a hegv.monic 
sysiem is a .social equilibrium based on 
coercion and consent. The coercion is not 
always explicit. Exploitation takes place 
with theconsentof the exploited in the .sense 
that there may not exist a perceived superior 
material alternative. The compromises and 
sacrifices made by the contending classes 
are made on the basis of the ‘decisive func¬ 
tion’ of the leading group in the decisive 
nucleus of economic activity. In short, the 
Nehru-Mahalanobis consensus was c.s.sen- 
tially geared to the development of capital. 
To quote Gramsci; 

It is true that the .stale is seen as the oigan of 

one particular group, destined to create 

favourable conditions for the latter’s maxi 


mum expansion. But the development and 
function of the particular group arc con¬ 
ceived of, and presented, os being the motor 
fon-'c of a universal expansion, of a develop- 
t|K:nt of all the ‘national’ energies In othn 
Words, the dominant group is co-ordinated, 
concretely with the general interests of the 
subordinate groups, and the life of the state 
IS conceived of as a continuous process of 
formation and superseding of unstable equi¬ 
libria (in the juridical plane) between the 
interests ot the fundamental group and those 
of the subordinate groups—equilibria in 
which the interests of the dominant group 
prevail, but only up to a certain point, k, 
slopping short of narrowly corporate eco¬ 
nomic interests [Giamsci 1980' 182]. 

In such a situation, democratic political 
institutions allow claims to allocation of 
resources and distribution of output, con¬ 
sented to by the capitalists. In short, there 
is democratic control over the level of 
employment and the distribution of in¬ 
come. Keynesianism provided a theory for 
the determination of income and the evalu¬ 
ation of alternative policies. Keynesian 
policies promised full employment with 
equality, without .sacrificing profits and 
private ownership. Keynes himself had 
remarked: 

I conceive, therefore, that a somewhat com¬ 
prehensive siKialisation will prove the only 
means of securing an approximation to full 
employment, though this need not exclude 
all manner of compromises and of devices 
by which public authority will co-operate 
with private initiative.... It is not the owner¬ 
ship of the means of production which it is 
important for the State to assume. If theStale 
IS able to determine the aggregate amount of 
resources devoted to augmenting the instru¬ 
ments, and the basic rate of reward to those 
who own them, it will have accomplished all 
that IS necessary |Kcynes 1942. 378] 

In recent years, the twin phenomena of 
nsing i nflation and slower growth has proved 
remarkably unresponsive to Keynesian in¬ 
terventions. In India, the social consensus 
became dependent on concessions granted 
to groups organised as non market players. 
The dlliK-ation of resources became increas- 
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“International 
trade without the right 
expertise is like a bicycle 
without a handlebar.” 



Skrt M. K Arunachalam 
Managing Director 
Tube Invettmenu of 
India Limited (Till) 



TuIk' Investmt'iits of India 
Limite<l had Iki'p a front runner in the 
domestic market. Kx()orLs, however, 
were mainly confined to developing 
eoimtrie.s in Asia and Africa. Until a 
few years ago, that is. 

“Rut the European market was 
a tough territory to ride on. It called 
for a well conceived and loifg term 
strategic market entry plan. Upfront 
market development efforts backed by 
upgradation and expansion of 
production facilities to world 
.standards were a prerequisite. A 
fonnidable task we could not have 
achieved without active support of 
EXIM Bank," .says TllL's Arunachalam. 

"It's remarkable how our 
export of assembled bicycles to the 
European market has shot up from 
Rs 2 crores in 19111-02 to Rs.29 crores 
in 1992-9:1. And this year, exports are 
poised to reach Rs. 70 crons, a 
staggering increase of more than lOOVi 
of the previous year." 

To TllL and many such 
companies, EXIM Bank is the key 
provider of finance and advisoiy 
services at every stage of the export 
cycle. If your company believes it has 
a quality product and export vision, 
approach EXIM Bank. Because, more 
tlian export finance, 
we create export 
capabilities. 


EXPORT-IMPORT BANK OF INDIA 

Solutions boyond banking 

HeadOftico •Centre One FIdoiZI. World trade Centre, CuHe Parade, Bombay 400 005 Offices IBlh floor Maker 
Charnbers IV. Nariman Point Bombay 400 021 ■ Tower 1. Blh Floor. Jeavan Bbarati Butidtng. Connaugbl Circus, New 
OelbillOOOt ■SA-SBParkPlara 71 Park Street. CalcutiaTOO016 ■UTiHouse IsiFloot 29RaiaySalai. Madras BOOOOt 
■ Ramanashree Arcade. 4lh Floor. 16 M Q Road. Bangalore 560 001 




'*t v*'. c 



Economic and Political Weddv April 16-23.1994 




ingiy determined by political bargaining 
and processes. The problems of Keynesian 
demand management lay not merely in an 
inability to predict a complex future, not 
only in terms of rising lags in policy 
effects, nor in terms of supply side shocks 
being unamenable to demand manage¬ 
ment, but above all in the inability to 
sustain high rates of growth. The prob¬ 
lems of inflation, rising global interde¬ 
pendence, and political allocation of re¬ 
sources pose trade-offs that can be hostile 
to demand management alone. Moreover, 
in a country like India, where the shortage 
of capital in certain key sectors is a bind¬ 
ing constraint, demand stimulation alone 
may. in fact, accentuate the problem of 
unsatisfactory growth rates, unless there 
is a careful co-ordination in supply side 
management. 

Throughout the advanced capitalist 
countries, the policy response to this trend 
has been a right-wing restatement of the 
anti-statist orthodoxy of the 1920s, albeit 
embellished with well developed theoreti¬ 
cal devices of new classical macro-eco¬ 
nomics and monetarism. The essence of 
this is the conventional wisdom of the 20s, 
centred around balanced budgets and de¬ 
flationary policies. In this line of thinking, 
higher investments require higher sav¬ 
ings, which in turn, need higher profits. 
Therefore, a redistribution m favour of 
profit earners is desirable from the view¬ 
point of economic growth. Profits are .seen 
as the motor of accumulation. Rising 
wages, welfare spending, transfers and 
subsidies are hindrances. Similarly, any 
government intervention that restricts prof¬ 
its and profitability should be done away 
with, even if such restrictions reflect nega¬ 
tive externalities and social costs. The 
promise of higher investment, higher pro¬ 
ductivity and faster growth entails lower 
taxation, lower non-military public spend¬ 
ing, reduced regulations on profits and a 
dilution of workers’ bargaining strength. 

While the problem of supply side con¬ 
straints needs to be faced squarely, it does 
not follow that investments are tow be¬ 
cause profits are low. Similarly, govern¬ 
ment investments may be bad and waste¬ 
ful, but the entire waste cannot be located 
in non-military public spending 
programmes alone. Investment in an effi¬ 
cient bomber may be more wasteful than 
investment in an inefficient public trans¬ 
port system. More incentives fuid more 
income to those who savp more may be 
necessary, but certainly not sufficient, for 
rapid investment and growth. This has 
bMn amply borne out in terms of what has 
happened in our economy over the past 
one year. 

The background of economic reforms 
was this mix of global demonstration ef¬ 
fect and a brewing internal pressure to 


reorient economic policy towards markets 
and private incentives. 

n 

Economic policy reforms consist of two 
distinct strands, stabilisation and struc¬ 
tural adjustments, based on prescriptions 
from the IMF and the World Bank. India 
began both these programmes m 1991. 
Stabilisation deals with demand manage¬ 
ment while structural adjustment deals with 
sectoral policies designed to address prob¬ 
lems of the supply side in the economy. 
Structural adjustment entails major policy 
shifts to allow markets to determine prices, 
and reflect scarcity values even when prices 
arc controlled. This means allowing mar¬ 
kets the freedom to allocate resources and 
getting prices ‘right’. it also entails a shift of 
resources from government control to pri¬ 
vate hands, in short, privatisation. These 
changes in turn imply that the government 
must re-define its role in the development 
process and carry out institutional and fac¬ 
tor market reforms consistent with its new 
role. Simultaneously, trade liberalisation 
would mean a systematic shift of resources 
from the non-traded to the traded goods 
sectors.\The.se reforms are expected to take 
time, careful sequencing in terms of timing 
and magnitude of change, depending on the 
country’s level of political tolerance for 
rapid change, and the perceived level of 
transitional costs of adjustment. 

To facilitate such changes and build a 
climate of macro-economic stability, the 
programme of stabilisation is carried out 
as a precondition. Stabilisation seeks to 
use macro-economic fiscal and monetary 
policies to deflate demand so as to reduce 
the gap between aggregate demand and 
short-run aggregate supply. Typically, it 
addresses three problems. First, to bring 
inflation under control through a restric¬ 
tive monetary policy. This is usually 
brought about by hikes in the interest rates 
10 reduce investment demand and increase 
savings. In tandem with this, there is the 
prescription to shift government deficit 
finance from the banking system to pri¬ 
vate bondholders to enable stricter control 
of money supply. .Second, to correct defi¬ 
cits in balance of payments, usually 
through devaluation of the exchange rate 
(in a fixed exchange rate regime) accom¬ 
panied by import liberalisation and a tran¬ 
sition to lloating exchange rates. Third, to 
check fiscal deficits by curbing govern¬ 
ment expenditures, particularly subsidies 
and other non-essential spending. Fiscal 
deficit correction would also require in¬ 
creases in the price of government-sup¬ 
plied goods, like food and infrastructure 
services, for increased revenue. Higher 
trx earnings through lax reforms are also 
part of the agenda. The government of India 


bad undertaken all thes^ steps since 1991; 

The central issue is controlling infla¬ 
tion. For instance, the price of exportables 
relative to other goods, the price of labour 
relative to other factor prices, and the real 
rate of interest, are all affected by infla¬ 
tion and expectations about future infla¬ 
tion rates. If the inflation rate is constant 
and perfectly predictable, there is of course 
no problem. However, in most developing 
countries there are distortions in relative 
prices emanating from the balance of bar¬ 
gaining strengths of organised groups like 
big industrialists, trade unions, civil ser¬ 
vants and the military, and landlords. This 
constant shifting of the balance of forces 
leads to a volatility in relative prices. For 
instance, low and fluctuating real interest 
rates might induce lenders to prefer short¬ 
term investments, reducing the supply of 
long-term investible funds. There will also 
be a tendency for holding foreign currency 
portfolios, or investing in assets like lai^ 
and gold, which are expected to yield 
capital gains. This is the crux of the IMF- 
sponsored stabilisation package. 

The experience of deflationary 
stabilisation has been far from the ideal 
stipulations of the IMF. All the policy mea¬ 
sures that form the package do reduce ex¬ 
penditure and demand, but invariably affect 
the supply side or short-run income and 
output of the economy in the following 
tashion: devaluation, through raising costs 
of imported raw materials and intermediale 
goods, fiscal deficit reduction, through cuts 
in developmental spending and infrastruc¬ 
ture, and credit squeeae, by affecting the 
cost and availability of working ci^ital in 
situations where a large proportion of output 
is credit constrained. They all affect the 
supply side in a negative manner. If the 
government cannot (or fails to) exert control 
over these effects, the gap between aggre¬ 
gate demand and aggregate supply can widen 
further, leading to stagflation. This is be- 
cau.se aggregate demand may fall, but ag¬ 
gregate supply may fall even more, thereby 
widening the gap to result in inflation ac¬ 
companied by recession. The typical inter¬ 
national experience has been negative rates 
ot growth and doubling of the rate of infla¬ 
tion in the first one or two years of 
stabilisation. 

The literature on stabilisation experi¬ 
ences and problems is large. Apart from 
the problems of sequencing, timing, cred¬ 
ibility, and changes in income distribu¬ 
tion, there is a more fundamental problem 
regarding the monetary roots of inflation 
as envisaged in the IMF package. Taylor 
(I9R3 and 1988), Rakshit (1986) and oth¬ 
ers have argued that a significant group of 
economic agents, namely, workers and 
industrial firms set wages and prices by 
specific rules like wage-indexation and 
mark-up pricing. These rules prevent 
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conflict between different group&in main¬ 
taining income shares under changing con¬ 
ditions In such a scenario, a monetary 
contraction, relative to the rate of infla- 
uon, can result in reduced output and em¬ 
ployment if profit margins are to be pre¬ 
served In a developing economy, it the 
availability of food is supply constrained 
then flexible food paces are usually the 
chief determinants of changes in the rate nt 
inflation Empincal evidence on the Indian 
economy [Balaknshnan I991]seemstoques- 
tion the monetary roots of inflation in India 
Most economies have a mix of fixed and 
flexible paces Therefore, macro-economic 
policy reforms must be designed for the 
specifics of each country 

The performance of the Indian stabi li sation 
programme appears to have been satisfac¬ 
tory if we only look at GDP growth rates and 
changes in the rate of inflation Compared to 
the past we have done worse However, 
compared to the experiences of 1 atm 
Amenca and East Europe, we have done 
better Growth rates have not declined to 
negative levels, and inflation rales have 
certainly not doubled compared to the re 
cent past (though it did go up significantly in 
the fiist year of stabilisation) It is still 
hoveang around 10 per cent, which is prob 
ably the politically tolerable limit f xpecta 
tions regarding inflation rates, however, 
indicate that inflation is lar from stable, 
with anticipations ol highei rates in the 
future 

In terms of policy targets, however, none 
of the announcements made by the govern 
ment have been realised GDP growth rates 
have been lower than anticipated, inflation 
rates higher Piscal deficits have never been 
exactly on target in the past three budgets, 
with all indications this year that it might 
climb to alarmingly high levels Monetary 
expansion (MT) has been highci than target 
levels in all the three years The balaiu e of 
trade has shown signs of improvement but 
there are many other factors responsible tor 
It Indeed, it might be argued that the gov - 
emment has not really gone through the 
true-blue stabilisation programme accord¬ 
ing to IMF prescaptions Had it done so, the 
contraction of the economy might have been 
much more severe However, the climate is 
far from stable There are mixed expecta 
uons about the speed of reforms pending on 
the government’s agenda Inflauonary ex¬ 
pectations and anxieties about infrastructural 
bottlenecks stemming from a viaugl stagna¬ 
tion in government spending on the capital 
account cannot be a very conducive cnvi 
ronment for a major investment spun Em¬ 
ployment has stagnated Govci nment spend 
ing on revenue account has nsen sharply, 
and by all indications, appears out of con¬ 
trol If stability, both in terms of crucial 
macro-economic variables and the policy 


programme, then it has failed so far Yet, 
according to proponents of the programme, 
stabilisation is supposed to yield results in 
three to four years’ time 

m 

This year’s budget, which was expected 
to be a firm consolidation of the stabilisation 
package, yielded surpases The Economic 
Survey along with the budget proposals, 
reveal some disturbing features of the 
economy that can have adverse long-term 
consequences 

T he performance of the economy during 
the past year has been significantly below 
expectations The rate of growth of GDP is 
estimated to be i 8 per cent as against the 
projection of 5 per cent Inflation has aver¬ 
aged around 8 per cent as against the projec¬ 
tion of 5-6 per cent MT has been growing at 
a rate slightly higher than 14 per cent as 
against a projection of 12 per cent The 
fiscal deficit is going to be well over 7 per 
cent ol GDP against a projection ol 4 7 per 
cent Agncultuial production as a whole, as 
well as loixlgrains production separately, is 
cslimalcd to have declined The growth 
rates being -0 9 per cent and -0 5 per cent 
respectively Industrial pnxluction is esti¬ 
mated to have grown by a meagre I 6 per 
cent with a sharp decline in capital goods 
production and the production of consumer 
non-durables Imports have stagnated in 
dollar terms Exports, however, have grown 
by about 20 per«ent in dollar terms Tax 
revenues have been well below budgeted 
figures and spending, particularly on the 
revenue account, has gone up Subsidies 
have increased The budgeted deficit has 
doubled from Rs 4,T14 crore to a revised 
estimate ol Rs 9 060 crore The primary 
deficit which was budgeted to be a negative 
Rs I 041 croic IS revised to be Rs 21,051 
crore By all measures there has been a slow¬ 
down of economic activity, even without 
the really hard prescaptions of stabilisation 

As lar as government spending is con- 
ceiacd, all the politically soft options have 
been chosen Despite increases in the issue 
pace of foodgrains and other administered 
prices, the revenue side of the government 
budget seems gloomy Tax cuHections have 
been pixir Direct tax collections have been 
on target, though there has been no percep¬ 
tible e^ort in base-broadening Indirect taxes, 
customs duties and central excise targets 
have gone awry This is despite significant 
reduction in rates and simplification of pro 
cedures and exemptions There are two rea¬ 
sons for this First, it can be an object lesson 
for the government that reductions in rates 
alone do not lead to better compliance 
Secondly, the level of economic activity 
that was anticipated in computing tax earn¬ 
ings was belied Removing restactions on 


lugherlevelsofinvestmentandoutput targe 
corporate houses have had healthy looking 
bottom lines in their profit and loss ac¬ 
counts 'fliat did not, however, get translated 
into more activity 

Fhe government docs not appeal to have 
learnt its lesson on this count This year’s 
estimated earnings are ai higher levels with 
optimistic predictions about growth Fax 
simplifications and rate reductions have been 
caraed further as promised On the indirect 
tax front this is desirable, if compliance and 
collection IS to be streamlined However, 
diiect taxes, paiticuLirly personal income 
taxes have continued to be the instrument 
for pacifying the deni.inds of ihe .irtuulatc 
upper middle class and the rich 1 lit contri¬ 
bution ol direct taxes continue to be paltry, 
with a scry large segment ol incomes in 
agriculture, the* unorganised sector and the 
middle segment nl (he org.iniscil sector left 
untapped Fhe pcnir response to the pre¬ 
sumptive tax scheme lor small business 
shows the lack ol crcdihiliiy ol government 
announcements I hiis on the tax liont the 
total budget csliiiialc lot gross lav icvcnue 
olRs87 116 crore IS likely to be an oveies 
limate Both the measures ol 1 1 isticity .uid 
buoyancy li.ivc been hiked up b ised on the 
assumplions of biller ii\ colleciions and 
highci growth rales which ait unrealistic 

I he cxpcnilituie side is ptubably an un- 
dcrestini.ilc.asusual Wliileicvenuecxpen- 
ditures have gone up capital expenditure 
has cunipleicly stagri.itid in icil terms 
Filial capital cxpenditun has l.ilkn from 
Iasi yCiit s revised csiimalc ot Rs 13,648 
crorc to a budgeted amounl tor tins ycai at 
Rs 12,8KX crore Plan cxpendituics on rev¬ 
enue and capital ascounis have stagnated 
from a revised eslimale ol Ks 46,026 crore 
to a budgeted amount of Rs 16 582tiore As 
♦ar as mm plan cxpcnditiiics arccoiucincd, 
they have been inertased In Rs7 271 cioie 
ol which inicicstpavmc III alone has risen by 
Rs 8 5(XJ crorc Social sciviti s spending in 
the icvcnue account has been cut when 
compared to this year s revisc'd estimates 
Fhe Central Plan outlay has ilso suignatcd 
in real terms Moreover die icsources have 
been spread thinly ovci the ccxlois Fhe 
biggest gamer has been lural development, 
though there is a cut in spending on irnga- 
lion and flcxKt control As!.» as rural devel¬ 
opment IS concerned, the bulk of resources 
will go for employment generation There 
has been massive pumping ot funds on this 
account However statistics in the Eco¬ 
nomic Sw/wev reveal that last year none ol 
the targets for employment generation were 
fulfilled In other words there is reason to 
believe that an cnormou' imouni ol mon- 
clary resources are wasii it fhe o^ciall ex 
penditure paticro reveals that llieie is nei 
ther a concerted cltori to reduce wasteful 
expenditures nor to c ut subsidies and dcfi- 
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cm a» pmeribeiiby the HtitF, On the other 
iMad, rttcrc is no indcation that the govem- 
EneM IS making concentrated efforts to ease 
coasiraints on the inffastructure front, or 
beaU basic capabriitiss m terms of food 
aecanty> basic heahh and education The 
logic ofha%enry aUocjnons has been ‘poll 
tKS as usual’ 


IV 

This year’s budget has been destnbed as 
a gamble on growth Tax cuts and deficit 
spcncbiig has been considered the Keynesian 
prescnptmi for boosting a recovery This is 
supposed to have a multiplier effect on 
output via a nse in effective clemand Betorc 
analysing the likely impact of the budget on 
demand and output, it may he noted that the 
entire idea of stabilisation and structural 
adjustments reties on reducing the necessity 
of government managed budgetary policies 
for influencing output and prices dunng 
recessions and booms if this budget reflects 
a conscious decision to rely on Keynesian 
prescnptions for macro management then 
It tacitly admits that the economic logic 
underlying the reform programme is not 
working according to expec cations 

Coming back to the issue of ihc budgetary 
impact on effective demand, it may he ar 
gued that tax-cuts have to be tr<uisiated into 
higher disposable income via larger take- 
home pay packets, higher distribulion ot 
corporate profits in the form ol dividends 
and lower pnees for the consumers via 
indirect tax cuts passed on to them by pio 
ducers Corporate dividend carnets and m 
come tax payers foim a very small group in 
terms of the total population ot the country 
However, their purch.ising power is quite 
large Any nse in their demand is likely to be 
tor consumer durables and services Last 
year, indirect tax cuts have not been signih 
candy passed on to consumers according to 
the finance minister’s own admission Thci c- 
fore, there is no reason to belies c that this 
will be so this year On top ol it, the stream¬ 
lining ot excise duties and moving to ad 
valorem rales may imply higher pnees for 
the consumer for a number of products 
Given the fact that this year is the second 
year of tax cuts, and judging by the pertor 
mance of consumer non dutables last year 
there is again no a pnon reason to believe 
that consumer goods m general will experi¬ 
ence a spurt in demand 

Even if we argue that a consun^>bon-led 
growth path is being envisaged, the capital 
goods sector is not quite out of trouble 
Starved of demand, and facing a growing 
threat of competition from direct invest¬ 
ments and imports, its performance has 
been dismal m the past year The extension 
of MODVAT for capital goods and the 
countervailing duty on imports appears to 
be good news There are two problems that 


must be considered, however, before any 
conjecture can be made about the fate at iIik 
sector First, import dubes have been cut, 
and It remains to be seen whether dbnnesbc 
capital goods can indeed compete with ex 
ternal supplies, uicluding pnyect imports 
and imports of used machinery 

The capital goods sector, to experience 
any turnaround with or without foreign t um 
peution, requires at the minimum, a nse in 
domestic demand lor capital gwxis Private 
investment has remained sluggish through¬ 
out last year, even though many pro condi 
tions were observed like an active con 
sumer durables market an active pnmary 
issues market and better corporate profits 
All these did not result in growth Foreign 
direct investment has been slow in .ictually 
entenng the economy being a flow of $ 5{K) 
inillum annually against a target oi over' 2 
billion Real inleicst rates are still too high 
for the medium and small investors to bor 
row Financial institutional lending to the 
private see lor has bc*cn more or less constant 
overthi pasltwoveais If indeed infiastiuc 
turc IS the piohicni constraining long term 
investment the government’s capital ac 
count cxpcndituics do not reflect any aware 
ness of this issue Overand above this nsing 
maiket borrowings at attractive rates ol 
return, compared with the past can actually 
crowd out private investment Finally a 
lesson from international experience has 
been that, where the government and the 
public sector had played the lead role in 
investment expenditures, the private sector 
takes a long time to become dynamic when 
the roles arc reversed 1 hus on all counts 
growth and investment may be largely clu 
sivc this year Uxi 

As far as the budgetary impact on infla 
lion IS conceincd, it is difticult to make any 
strong prediction A lower budget deficit 
even il this can he achieved, may nut be an 
important determinant of changes in the rate 
of inflation F’ood produebon levels are mure 
important on this count While fucxi pruduc 
non has been lower than before, the buffer 
stock of fuudgrains is adequate for the time 
being Fxchange latc changes can have an 
effect though, by affecting the cost of pro 
ductiun, and hence influencing inflation 
rates 

The foreign trade sector shows a robust¬ 
ness that may be short lived for a couple of 
reasons First, export growth is unlikely to 
be sustainable at the current rate in the 
intermediate run, particularly when domes- 
bc capacity creabon may be constrained by 
infrastructural bottlenecks Secondly, the 
RBI may not continue to hold the exchange 
rate, particularly if exports do not perform 
as well as this year This may tngger ofl a 
possible depreciation, and a flight of FII 
‘hot money’, leaving foreign exchange re¬ 
serves in shambles Import costs will in¬ 
crease, affeebng domesbe costs of producbmi 


Ovmll, the economy is set to Mdge { 
along at a growth rate of three to four per t 
cent, with inflation crossing the poliacaliy f 
tolerable limit of fO per cent Hesitancy ui I 
industnal recovery coupied with stagnoNt 
employment opportunities can create pobtH ^ 
cal pressures to dole out further government | 
support, thereby straining the deficit as well ’ 
as putting pressures on the latc ol inflation 
Agriculiural prices and ihe output mix is set ji 
tor tuiidamciital chinges due to using ex- i| 
ports from this sector A nse in prices will j 
further fuel infl.ttion , 

In the recent past the budget prcsentabon ',1 
has been used hv the tmance ministei to 
make important announeements regarding ^ 
sectoral reforms I his year a commitment i 
has been made ivi make progress on the ' 
lin.ine ml see lor and banking reforms How- ' 
ever there lias be'en a silence on labour V 
market rcleirms and public sector reforms 
1 he first issue might affect business expec- j 
tdtions about the economic climate in lactor • 
markets adversely as industry has been i 
clamouring to make labour markets more 
competitive to allow wage flexibility TTie 
latter issue regarding privatisation, may ^ 
rcstiict any dvnamism on the p*irt of public 
sector decision nuikers as they will be left ' 
guessing as to w hat exactly is going to be the I 
owne*rsliip structure and its implie ations tor ^ 
Ihcir own .iiitonomy 

V 


The icsuigcnce ot conscivativc economic 
thinking in policy mattcis and the interna¬ 
tional pressures laced by the government in 
IWI led to a thoroughgoing revision in 
macro economic pohcies Lconnmic policy 
changes compared to the regime of the past, 
have been signilicant However the task ol 
stabilisation has been far liom successful 
Even without implementing the really pain¬ 
ful prescnptions demand and business ex¬ 
pectations have posed problems Uncertain 
ties and shrinking employment opportuni- 
iieshavecompoundcdthcdiflicuitics Struc 
tural adjustments in terms ot institution 
building organisational changes and rede¬ 
fining Ihe role ut government particularly 
in actively casing inirastruc tural bottlenecks 
and creating basic capabilities for the large 
number ut underprivileged (in whose name 
dll reforms are being undertaken), have 
been patchy and hesitant A quic k and sub¬ 
stantial integration with the world economy 
has, however, been attempted This is bound 
to have transitional costs in agnculture and 
the capital goods sector 
The expenment with new policies has not 
resulted in the exercise of ‘hard’ options 
Neither has it resulted in a lundamcnial 
transformation of the role ot government 
Even going by the IMF and World Bank set 
of prescriptions, reforms entail heavy social 
costs, Ihe incidence of which falls on 
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■morgantsed woricers and the poor, as well as 
m a number of privileged groups that con¬ 
stitute the ruling elite The nch who enjoy 
the maximum benefit!, of subsidies the poll 
^cians who strike lucrative deals with busi 
ness and the smaller business persons who 
!have conuol over nu he markets are likely 
,to resist rapid change 

As It was with decades of planning and 
democrauc socialism so also now limited 
market friendly reforms are lor the rich and 
privileged A small enclave of big industry 
,and wealthy consumers stands to gam 1 he 
process may not he sustainable in the lung 
run 1 ow growth and stagnation might cause 
a reversal Allern itively even if growth 
rates do pu k up along a consumption led 
path. It may turn out to be unsust<unable in 
a situation whcic the distnbuiion of the 
benefits of giowth icsults in what Drc/c and 
Sen (1989) refer to as unaimed opulence 
Phe current spate of policy reforms docs 
indicate a growing strength of Indian Indus 
trial capital to the extent it desires to tree 
Itself Irom the ircna of state controls But 
there art limits to this freedom that they 
themselves might w mt or can ai hicve I he 
legitimacy ol »new scKial consensus has to 
rest on curbing the pnvileges ol the rich 
emanaung Irom state intervenuons [Bardhan 
1992] and building a new set of alliances 
with the poor None ol these changes are 
discernible Yet a strong hegemonic system 
requires political legitimacy it it is to avoid 
unnecessiiry dependence on coercion Ihe 
success of reforms cannot be a matter of 
faith Optimism is certainly laudable But 
unless tempered with a goexi dose ol realism 
and politic \l will it can be unnecessarily 
transient and fragile 
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Growth Prospects Recede as Macro-Economic j 

Situation Slips Out of Control j 

Arun Kumar j 

1 

The economy is in a vicious trap ofdeteriorating macro scenario resulting from the operation ofthe new economic l 
policies. The dictates of globalisation have required lowering of customs duties and reduced public investment.^. Both 
ofthese have meant a narrowing ofthe home market and dependence on the private sector to promote growth. This has | 
requiredincentivestocapital through tax cutswhlch have led to larger budgetary deficitsand lower public investments, j: 
These and other policies have shifted the distribution of national income in favour of the propertied and further • 


narrowed the home market and reduced the prospects for growth. 

Tie new economic policies have not induced the expected supply side responses due to lack of demand in .spite of 
the rise in budgetary deficits but have resulted in cost-push inflation. This has simultaneously caused the fiscal crisis I, 
and slowed down growth. With one-time adjustments mostly exhausted and elections round the corner, the fiscal < 
.situation can only worsen and the manner in which this will happen will prevent growth from reviving. The resort to 
fudges to dress up the new economic policies is proving a one-way street to fiscal and economic cri.sis. j' 


THE union budget for 1994-95 needs to be 
assessed in the light of the performance of 
the economy in 1993-94 and Uie likely pros¬ 
pects (including problems) for the economy 
in 1994-95. In 1993-94, tlie economic per¬ 
formance except for a few bri^it spots uus 
largely indifferent [Kumar 1994b]. Ihcover- 
all rate of growtli of the economy declined 
and agricultural output is set to dwline. The 
industrial sector could not break out of die 
low growth trap. The rate of inflation hov¬ 
ered around 10 per cent in spite of the sixth 
good/average monsoon in a row since 1988. 
Unemployment continued to be a cause of 
concern with a decline in public sector em¬ 
ployment. Rctrcndunentoflabourhas started 
under VRS and golden handshake, llic 
organised private sector is also laying off 
(since its capital fonnation and growth rate 
remain low). The budgetary situation dete¬ 
riorated with the steep rise m the revenue 
and budget deficits. 

The external sector was the bright spot of 
economic performance in 1993-94. Exports 
rose dirou^ the year at about 21 per cent. 
Imports did not rise over last year’s level so 
that the current account defleit has come 
down sharply from $ S billion to $ 0.5 
billion. Foreign exchange reserves have risen 
sharply to ab^ $ 14 billion. Fpreign direct 
investment and portfolio investment have 
gone up substantially. On the home fiont, 
the sharp rise in foodgrain reserves is a 
positive a^xxt. 

llie 1994-95 budget was expected to use 
the reserves of foodgrains and foreign ex- 
cliangc to help step up the rate of growth of 
the economy in a non-inflationaiy manner. 
It was also expected that the rising budget¬ 
ary imbalances would be brouglit urider 
control. Ihc sharp rise in the budgetary 
deficits and the rate of inflation in spite of 
the string of six good or average harvests 
implied that the economy was in need of 
stabilisation. For this, the unplementation 
of those elements of flic Structural Adjust¬ 
ment Programme which could further 


destabilise the economy needed to be post¬ 
poned. Some of these could be listed as 
cutting tax rates, opening the economy fur¬ 
ther and incurring expenditures on VRS 
[Kumar 1994b]. 

The 1994-95 union budget has belied 
most of these expectations. Even the propo¬ 
nents of NEP liavc expressed consternation 
at the sliarp deterioration in the fiscal situa- 
tioa Even the finance minister docs not 
know how to justify tlie situation and lias 
spoken in two voices. Ilelias said “lam not 
liappy with this fiscal deficit level” and “a 
sha^ reduction in fiscal deficit by cutting 
current eiqpenditure would have coun¬ 
terproductive” (FM'sintcrviewin TlteEco- 
nomic Times, h^ch 11,1994). The finance 
minister has further expressixl hope that 
supply side responses will take place due to 
tax cuts and iibmlised imports even though 
these have not occurred in tlie lost tliree years. 

Tounderstand thescermfusions, one needs 
to analyse the emerging macro scenario. 
This has been attempted in this paper. Sec¬ 
tion I presents the overall theme oflhe union 
budget for 1994-95. Key features of the 
budget, tlie external sector in Section II and 
the tax reforms in Section III, are com¬ 
mented on. Section IV and V analyse the 
possibilities of supply side response and 
price rise following tlie budget. Section VI 
and Vn look into flie likely impact of bud¬ 
getary deficits on demand and the reasons 
for tlicir sudden rise since 1993-94. Section 
Vm analyses tlie likely impact of the union 
budget for 1994-95 on tlie economy in the 
light of the macro analysis in the earlier 
sections. Section IX presents the likely sce¬ 
nario as it may unfold in the future Conclu¬ 
sions are given in Section X. 

I 

Guiding Spirit 

Since 1991, budgets were being framed 
in the context of the New Economic Poli¬ 
cies (NEP) conristing of the Stabilisation 


Policies and the Structural Adjustment I' 
Policies (SAP). The pnoi ity was to stabilise | 
the economy even if in a regressive and f- 
deflationary manner. As a part of SAP, the j 
economy was being globalised—opened ^ 
up to foreign goods and capital. 

In 1994-95, customs duties and directi' 
tax rates have been cut in spite of low ' 
revenue buoyancy, rising expenditures and 
rising revenue arid budget deficits In spite >' 
of the lack of stabilisation this icprcsciits, 
current accoiuit convertibility has been!' 
introduced and this will fui thcr destabilise | 
the economy Hence not in the national, 
interest. This is being ignored since the/ 
philoso(fliy guiding the union budget for '^>| 
1994-95 seems to be the opening up of tlie' 
economy. Even here, policies tlial should' 
have accompanied it to protect the na-' 
tional interest are nowhere in sight. 'llic| 
imprint of the new GA IT agreement is! 
also clear. | 

Many aspects of the union budget can bc" 
coinmendr^, like the rationalisation of Uie; 
indirect Uix structure and the extension of 
MODVAT to cover more commodities so ' 
as to move towards a full VAT There is 
also flic attempt to broaden the tax base by'^| 
bringing services into the indirect tax net^ 
and by extending presumptive taxation 
[GOI 1992] to ccitain class of incomes. 
All this represents a refonn of the taxation 
structure and could be welcomed' but for 
the overall macro implications of what has 
been done which ovenvhclms the wel¬ 
come features of the budget 
To put a gloss over a deteriorating fiscal 
situation, the government is justifying 
the 1994-95 budget on grounds of its.' 
growth orientation It has been argued 
that large stocks of food and foreign ex¬ 
change reserves will not let the level ol 
inflatiem rise It has been stated that the' 
budget is designed to induce supply side, 
responses to accelerate economic growth' 
Each of these arguments needs to be 
analysed. 


9Sti 
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Graph 1:EsiimatesofMarginai.Tax Ratf, and Raho of Direct Tax to CDP 
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Kxtermil Sactor 

Hiis lector is the bright spot in the economy 
Rdd is tiso the one governing the key sspects 
of the 1994-9S budget and, therefore, needs 
• closer analysis. First, the rise in reserves. 
Hie large build up of reserves in l'>93>94 is 
a result of inflow of $ 1.3 billion on account 
of Rl, $600 million of IT>I, $ 1.3 billion of 
QDR and IIQI, $ 300 million loan from the 
IMF and inflows under invisibles (Table 1) 

or the $ 7.6 billion rise in reserves in 
1993-S14, at least S 3 billion represents li¬ 
abilities which may have to be paid back at 
a short notice. Ibis is on top of the $ 14.3 
billion of NKI deposits which can start 
flowing out at the sign of any instability. 
Thevalueof the$ 1.3 billion investments by 
Fils is now much larger due to capital gains 

Any instability could result in (u) stop¬ 
page of inflows which have Ixiilt up the 
reserves and (b) substantial outflows. With 
large debt service payments coming up, the 
present cushion of reserves could prove to 
be inadequate. If NRls also stori withdraw¬ 
ing their deposits and flight of capital takes 
> place along with underinvoicing of exports 
and overinvoicing of imports, the ‘liquidity 
ferlsli* of 1991 would be back. With current 
i aeeount convertibility and the permission to 
'•xporters to hold accounts nbiniad, flight of 
fea^lol has been facilitated. Legal import of 
'gold and silver can add to the difflcultics 
jKumar 1992a|. 

V Thecountry’soxteroaldcbttfldayislarger 
Yhan in 1991 and so are the debt service 
^uirements. Even though the debt has 
gta^y risen in 1993, the liabilities of the 
country (to outsiders) have risen sharply, 
rather, inflows on account of aid have 
nireed negative and commerciai borrow¬ 
ings are not yet available. No fresh flows are 




DIRK r lAX/ODP 

expected from (he IMF' Fhus, the country is 
even mure dependent on other private capi¬ 
tal flows. These arc generally of the hot 
money variety. To induce these flows, large 
concessions would have to be offered, to 
match those available in other countnes 

1'he FDI flows do not necessarily lead to 
availability offree foreign exchange [Kumar 
1993bJ. Associated with FDI are larger out¬ 
flow of foreign exchange on account of 
royally, technical fees, consultancy fees and 
purchase of capital goods and intermediate 
and raw malenals. In some cases, FDI will 
not constitute any saving of foreign ex¬ 
change since these arc projects wlilch need 
not be set up or could have been executed 
with local resources. 'I'bis is the case with 
say soft drinks or most food processing and 
intermediate technology pr^ucts or with 
say, power plants roday, foreign exchange 
could be borrowed morecheaply if so needed 
for some select critical technology inputs. 

Ooncral opening up is economically ex- 
{icnsive since it involves large concessions 
in the last twu-and-a-haif years the country 
has offered a variety of inducements to 
foreign capital to invest in Indian industry 


[Kumar 1994b] and help upgrade technol¬ 
ogy but with little to show for it Approvab 
of proiccU have risen sharply but actual 
inflows aic a tmy fraction ol the approvak. 
Even ol the FT)I inflows that have occuned, 
a large traction is to acquim cbcitp assets in 
the form ol equity at concessional 
fates—^FEKA companies bawc nised llieir 
esputy ( 0^1 pel ccniand daoueatainction 
of the ruling maikei price (Ksanar 1993c]. 

(Capital flows bke those of GDR and FII 
•K not enhanuMig the coandy’s capacity to 
cun more henaen eadiangc. Money raised 
ahrm^ filMI k bemg used to substitute for 
iMuskn^cs|uiaiaad for playing in the ftock 
snariarts Ase Uicy raising cxpoi^? Indeed, 
capiats have risen by 20 per cent in $ terms, 
hut iboe is no hnk with the above-men- 
tsooed capital mflows. In $ terms, agricul- 
turai exports have risen by 40 per cent and 
those of gems and Jewellery by '*7 per cent 
(Table I). 

Imports in $ terms have stagnated. The 
decline m the prices of petroleum products 
has helped. 'Die low rate of growth of the 
industrial sector has slowed down demand 
foi imports. Diere is also an additional 
factor related to underinvoicing of imports 
and dumping and the overinvoicing of ex¬ 
ports Data are not yet available but it is 
being sugge.sted that up to $ 1 billion may be 
involved If this is true, the current account 
deilcit may be of the order of $ 1.3 and not 
0 5 billion 

III 

Tax Keform 

One of the key features of the 1994-95 
budget and the earlier three budgets has 
been the reduction in the rates of customs 
duties. This has been accompanied by an 
increase in excise duties or their remaining 
unchanged. Thus, while imported goods 
have been cheapened, Indian goods have 
either increased in prices or have remained 
unchanged in value. Devaluation gave In¬ 
dian goods protection. However, this works 
only to a point. Indian goods tend to lose 
their market share at home and/or the profit 
margins of the Indian producers arc squeezed. 


TAaLF I Chanoi-s DimiNi, I9VT-94 


Reserves up to Febniory 1994 
<$ nillion) 

nxpons up to September 
tPerCeni) 

Imports up to September 
(Percent) 

Total 

6.7 

Toul 

21.3 

Total 

-3 

FII 

I.S 

Agnculiuie 

38 

Food 

-23 

GDR. etc 

1.5 

Gems aod jewellery 

37 

Fertilisers 

-37 

FDI 

0.6 

Metals 

30 

Chemicals 

-32 

IMF 

0.3 

Ores aad nunerab 

32 

Iron and steel 

-20 

NRI deposits 

0.8 

Manufactures 

19 

Gems and stones 

23 



Garments 

7 

Capital goods 

14 



Metals 

30 

Tpt equipment 

192 





Fmject goods 

-9 


Source-. OOI (I99Z). 
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Oum 2: BrniMim v Makhnal Tax Rais and Buck Incomi 
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Souner. Saumya. 1993; Nim>. I98S; im. 1992 

GtAni 3: CEKTAAL Tax (iW* Raho 
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— DIRECT —INDIRECT TOIAL 

Sfmnft Pubtii hmuue. 1992 and Receipts Budget, IW4 9S CJDP has been projected using nominal 
growth rates 


To compensate for this, direct tax rates need 
to be lowered. Rates of taxation for personal 
income tax and cotporation tax have had to 
be lowered since 1991. 

These rates are also required to be cut 
since it is a bait to attract ftx-eign capital. Not 
only this, the rates have to be competitive 
with those prevailing in otlier countries 
which are also competing to attract foreign 
capital. 

As aconsequence of the reduction in rates 
of direct taxes and customs duties, revenue 
buoyancy has declined. Ihe revenue deficit 
tends to grow. This requires cuts in expen¬ 
ditures or more borrowing or new sources of 
taxation ex' some combination of this. Ex¬ 
tension of excise duties to services and 
replacement of specific duties by ad valo¬ 
rem ones and replacement by MODVAT at 


higher rates arc some of the ways of raising 
moie tax revenue All these have been at¬ 
tempted in the budget for 1994-95, in the 
name of rationalisation and reform. New 
sources of revenue arc also sought in 
disinvestment of PSb equity and extension 
of presumptive taxation to small businesses 
and the self-cmploycif. 

Reductions in expenditures (from trend) 
arc easy only in social sectors, capital 
account and the Plan. Data for the late 80s 
indicate that as the deficits rose Ihe real 
expenditure increase on social sectors 
slowed down (Table 2). Capital account 
expenditures actually fell in the last few 
budgets. These lead to the slowing down 
of the rate of growth of the economy, 
deterioration in the quality of life and 
inadequacy of infrastructure This reduces 


the a ttractivexest of the country to fewei^ 
investors and, tho'efore, further induce* 
ments become necessaiy. An example of 
this is the concessions to foreign investon 
in the power sector and the openingjUp of 
the most strategic and profitaMe areas for 
foreign investments, like petroleum prod¬ 
ucts and banking artd financial services. 
The cost of trying to break out of the 
vicious circle of concessions, deteriora¬ 
tion in profitability and budgetary crisis is 
indeed high. 

Tax reforms have been initiated predomi¬ 
nantly with the intention of opening up the 
economy. It has not been used as a tool fexr 
changing tlic fiscal policy regime to maks it 
more rational and to overcome the proUeuis 
encountered by thelndianeconomy[Kumar 
1988 and 1994b|. 

IV 

Supply Side Responses 

It k often argued that cuts in direct tax 
rates will induce higher business profbabU- 
ity, larger investment and, therefore, a higher 
rateof growth. It is also suggested that lower 
lax rates will lead to better tax compliance, 
higher revenues and reduction in the bud¬ 
getary defleit. Data do not suppcxrt either of 
tlicsc arguments. , 

In India, direct lax rales have been sa- 
duced since early 70s but by most measwes . 
the share of black economy has risen i 
((jraph 1). Further, the share direct laiiet i 
asafractionofGDPhasonlyfallentincethe j 
mid-70s (Graph 2). Since 1991, under N0*, 
most tax rates have been cut, but tevemie / 
buoyancy has fallen and not risen. 

If at all, tax compliance depends Iktle 
on tax rates. Neither int^natioiiai nor i 
national data indicate that a loiwsiing of ^ 
lax rates leads to an improvement in com- || 
pliancc. Other factors are far mote impor¬ 
tant as pointed out in Singh (1973) and in ^ 
the Indian context in JIumar (1985).* Ai 
such, tax cuts inunediately lead to loss of 
revenues. 

Would cuts in tax rates lead to higher i 
profitability and increased piivale invest- | 
ments? Again this is acompiicatediclalion- , 
ship and depends on many faetors. Ceteris , 
paribus, a reduction in direct taxes ieacto to > ■ 
a fall in the gross profits and to no change in 
net profits (Kaiecki 1971: 39]. In Kumar 
(19^) It was furtlier argued that with the 
growtii of the black economy, as the budget¬ 
ary dcHcit increases, gross profits do not 
increase. It follows from these argumentt I 
that if ilic deficit is kept unchanged through . 
increases m indirect taxes, then the groM 
profits actually fall [Kumar 1993a]. 

Finally, concessions to the propertied 
would seem to increase their disposable 
incomes. Would this result in nddttionil 
demand and lead to a boost lo growth? 

I Isually, their consumption d^iends mihUy 
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on thdr incomes and that too with a time lag 
and has a high impcnt intensity so that even 
when it does generate demand it does not 
do so in the national economy. Immedi¬ 
ately, these incomes have to be invested 
but that is detennined by other factcnrs 
[Kalecki 1971: 123] hence is not assured. 
Even if it happens, it does so with a consid- 
eraUe time lag. As such, ceteris paribus, 
demand fails in the economy, and the in¬ 
comes of the propertied fall so that the 
disposable incomes remain unchanged 
[Kumar 1993a]. 

In sum, ceteris paribus, neither does the 
generation of bla<^ incomes nor does reduc¬ 
tion in direct taxes lead to an increase in 
gross profits in the short period-gross prof¬ 
its fall while net profits remain unchanged. 
Lower direct tax rates do not lead to in¬ 
creased {xoHts. This counter intuitive result 
is due to a decline in output consequent to a 
reduction in demand. Capacity utilisation 
and the rate of {xoflt decrease. Excess ca¬ 
pacity, decline in gross profits and a fall in 
the rate of profit lead to a disincentive to 
investment [Kalecki 1971: 123]. The con¬ 
clusion is that profits improve with de¬ 
mand rather than with incentive to profits 
through tax cuts. The former is sure to 
raise proEts while the latter may not. How 
has private investment responded in the 
last three years? 

Even more than earlier, fvivate invest¬ 
ments are critical fix' growth. This is due to 
the reduced rate of growth of public invest¬ 
ments. Capital expenditures in the budget 
have been reduced since 1990-91 and have 
gone up only now. Plan expenditures in real 
tenns have grown little since 1991-92. So 
the source of additional investments has to 


be the private sector either Indian or interna¬ 
tional capital. 

Unfortunately, as argued in Kumar 
(1993b), Indian private investment has not 
been buoyant bwause of excess capacity, 
profitability of speculative activities and the 
threat of entry of foreign capital and take 
overs. Even while foreign direct investment 
has not come in large amounts, the threat 
exists, and along with other reasons, the risk 
of investment has increased for Indian capi¬ 
tal. As shown in Kumar (1993c) the rate of 
savings and capital formation of the corpo¬ 
rate sector has fallen since 1991 in spite of 
the concessions granted to them. They have, 
however, raised record amounts in the capi¬ 
tal markets but this has largely gone into 
speculative activities and not real plant and 
equipment.’ 

Foreign direct investmoit inflows remain 
small (only approvals have sharply risen) in 
spite of the concessions granted. Much of it 
is associated with FER A companies raising 
their equity from 40 per cent to S1 per cent 
and above. This has taken place at much 
below market prices and has been lucrative 
since it enables acquisition of cheap assets 
Investments in the power sector may now 
take place and, as earlier argued, will be 
expensive.* 

ITie inflow of foreign capital for portfo¬ 
lio investment has only added to the insta¬ 
bility in the Indian stock markets and is 
adding to speculative activities. More prof¬ 
its can be made in a few months in the 
stock markets than through investments in 
new plant and equipment in a few years. 
As already argued, this kind of investment 
does not even {vovide the government 
with a stable supply of foreign exchange 


and, therefore, it can be used only 
limited extent to boost investments. 

Availability of creditis seen to becriliqt 
to increased private sector investments, p) 
this purpose, the government instituted 
nancial sector reform by lowering CRRi^^ 
SLR. It has been argued that govemmc 
has been p-e-empling resources and crow 
ing out private investments, so a reducti') 
in the SLR would release resources for o' 
private .sector , 

Tfie SLR has been cut from 38.S perofl 
to 34 75 per cent and CRR from 15 per Cfi 
to 14 per cent [GOI 1994; 40]. But due, 
slack demand from the private sector i < 
cash-deposit ratio for all scheduled bar| 
was 15 percent and the investment-depd, 
ratio at 39 3 per cent in October 1993. Hi 
credit-deposit ratio has been hovering a’^ 
low of 54.6 per cent in comparison with t 
value of .57 percent in 1991-92 and 58.8^ 
cent in 1992-93(RBI 1993J.Iti8thennot| 
case lliat the public sector was pre-empt| 
rescHirccs from the private sector, tod 
when credit is available, it is not bei' 
utilised for lack of demand. f 

In the Indian economy it is not savin, 
that are at the root of the problem ^ 
investments. The rate of investment n 
savings in the economy has fallen af, 
1991 (Kumar 1993c]. This appears to 
direct result of slow-down in the rate* 
growth of public investments and the cA 
sequent slow-down in private investmep 
This is independent of any reform of 
banking sector and increased liquidity 
the banks. 

A decline in investment in agricult 
has been noted by the government [C| 
1994; 124]. If reform of banking impl) 
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Table 2: Real Exfbndituiib op the Centbe. States amd Union TeaurraiUEs on Social ano^Community Sixvices , 

(Ks crore at 1981-8? prk 



1980-81 

1981-82 

1982-83 1983-84 1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990 

1 Educalioa, art and culture 

2 Medical and public health. 

3840 

4064 

4678 

4954 

5458 

6173 

6736 

7575 

8148 

9271 

95 

water supply and saniution 

1776 

1928 

2139 

2396 

2521 

2767 

3066 

3304 

3418 

3483 

35 

3 Family welfare 

161 

192 

281 

348 

357 

428 

430 

447 

462 

495 

S 

4 Housing 

237 

288 

308 

335 

323 

338 

459 

416 

411 

436 

4 

S Labour and employineni 

307 

299 

271 

251 

323 

336 

376 

384 

378 

403 

4 

6 Social security and welfare 

857 

973 

1150 

1329 

1352 

1608 

1774 

1805 

1857 

1979 

2I.< 

7 Rural devetopment 






7 

8 

2469 

2664 

3264 

2f 

Annual Percentage Change in Expeniliture of the Centre, Slates and Union Terniones on Social and C immunity Services 



1980-81 

1981-82 

1982-83 

1983-84 

1984-85 1985-86 

1986-87 

1987-88 

1988-89 

198< 


to 

to 

to 

to 

to to 


to 

to 

to 

I 


1981-82 

1982-83 

1983-84 

1984-85 

1985-86 1986-87 

1987-88 

1988-89 

1989-90 

i99( 

1 Education, art and culture 

2 Medical and public health. 

6 

15 

6 

10 


13 

9 

12 

8 

14 


water supply and sanitation 

9 

11 

12 

5 


10 

11 

8 

3 

2 


3 Family welfare 

20 

46 

24 

3 


20 

0 

4 

3 

7 


4 Housing 

22 

7 

9 

-4 


5 

36 

-9 

-1 

6 


5 Labour and emptoyment 

-3 

-10 

-7 

29 


4 

12 

2 

-1 

7 


6 Social security and welfare 

14 

18 

16 

2 


19 

10 

2 

3 

7 


7 Rural developmeal 







15 

29689 

8 

22 



Sauree: PuNk Finance, various issues. 
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RASHTRI\A CHEMICALS & FERTIUZERS LTD 

"Pnyadarshinr. Eastern Express Highway, 

Sion, BOMBAY-400 022 


MANUFACTURERS OF 


SUPHALA 151515 


SUPHALA 20-200 


UJJWALA UREA 


Complex granulated fertilizer 
suitable for vanety of crops and soils 

India's first pnlled complex fertilizer 
suitable for Potash containing soils 

Containing 46% Nitrogen for rich and 
healthy growth of crops and plants 


INDUSTRIAL PRODUCTS 


Amrrxjnia (Anhydrous) 
Argon (99 995%) 


Con. Nitric Acid 


Urea (Technical Grade) 

Dll Nitric Acid (Tech) 
Sulphunc Acid 98% (Tech.) 


Ammonytn' BtCcKborxrte (food grade) Ammonium Bi-Carbonate (IP BPC) 


Carbon dioxide 


Gypsum 


IVtefhylamIhes OV/Tonl Di '\rri) 


Sodium Nitrate/Nitrite 


Ammonium Nitrate (Prilled) 


Methanol 


RCF DEDICATED TO THE GROWTH OF INDIA’S AGRICUUURE & INDUSTRY 
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itt privatiNtion and profit-making and 
results in reduction in priority sector lend¬ 
ing and closing down of rural branches, 
agricultural investments would further 
decline. This can only slow-down the rale 
of growth further. 

In a nutshell, supply side re.sponses arc 
not as yet visible in the Indian economy. 
While the growth rate of public sector 
investments has declined, the Indian pri¬ 
vate sector has not responded to cuts in 
direct tax rates or greater availability of 
credit or reductions in interest rates due to 
decline in demand and its fear of entry of 
foreign capital and take over threats. For¬ 
eign c^it^ has come in only for portfolio 
investments and is of the hot money variety. 
Ithas not yet decided to enter with l<mg-tcnn 
commitment in new plant and equipment. 
Tax cuts have not yielded belter compliance 
or revenue buoyancy in the past and are 
unlikely to do so now; the result is a wonen- 
ing of the revenue deftcit. 

V 

Price Rise and Cost Push 

Even while demand is slack, prices con¬ 
tinue to rise at around lOpercent. This is all 
the more surprising after six good or aver¬ 
age monsoons in a row since 1988. It is also 
strange given that the government has large 
reserves of foodgrains-23 million tonnes 
by November 1993. 

The price rise since 1991 is largely of the 
cost push variety and has averaged over 10 
percent. Prices of agricultural commoi.iitics 
have risen the fastest in this period. IVice 
increases notwithstanding, public distribu¬ 
tion offtake has fallen sharply. The poor are 
unable to even buy from public distribution, 
whenever it exists The public distribution 
has also been made ineffective by raising 
the issue price and bringing the ration price 
close to the market price. Due to build up of 
stodu, the average daily availalnlity of 
foodgrains has declined sharply [Kumar 
1994b]. 

Prices are also rising because of infla¬ 
tionary expectations. Tbox was a steep 
pre-budget price increases of basic items 
of consumption (sugar, wheat, rice, petro 
products, etc). However, rate of inflation 
started rising even before these adminis¬ 
tered price increases. The freeing of move¬ 
ments of agricultural produce will make it 
even more difficult in the future for the 
govemmenttocontrol prices of thesecom- 
modities. 

There are sevoal other cost push ele¬ 
ments birilt into NEP. Reduction in subsi¬ 
dies force prices to riae. This is the case for 
water, electricity, Iransportatioo, fbodgrains, 
fertilisers and medical and educational fa- 
cilitieB. The public sector is being forced to 
raise prices because it is expected to gener¬ 
ate larger proEts and fund more of the Plan 


through higher internal and extra budgetary 
resources (lEBR). Their budgetary support 
is being decreased so that they are being 
forced to raise mcH'e expensive funds in 
the market. To cover these higher costs, 
they are forced to raise prices. Devalua¬ 
tion adds to cost push. Exports of agricul¬ 
tural produce has added to the inflationary 
expectations.’ 

It is a moot point what would happen to 
the rate of inflation if supplies of foodgrains 
are affected by an adverse monsoon and of 
this the probability has only gone up fur¬ 
ther after another average crop year. This 
would eliminate surpluses for export. If to 
maintain export growth at 20 per cent, 
agricultural produce is exported on large 
scale, the price rise can be steep. Given the 
liquidity in the system, the stocks with the 
government can disappear quickly. Its 
capacity to acquire fi^h sto^s through 
[vocurement would be limited by the elimi¬ 
nation of zoning Following its currem poli¬ 
cies, the government will raise procurement 
end public distribution prices as free market 
prices rise and this would set up a vicious 
circle of one price chasing tlie other. 

Rise in food prices can trigger off a gen¬ 
eral price rise and a devaluation to keep 
experts going. Devaluation and further ex¬ 
pectations of it could easily give a fillip to 
reverse flow of capital. With current ac¬ 
count convertibility, the reverse flow of 
foreign exchange will be easy. Exporters 
and importers can hold back foreign ex¬ 
change abroad and NRIs and Fils can easily 
pull out along with their capital gains. All 


this could force a bigger, devaluation thrii!^ 
necessary and feed another cost push ele^ 
ment into the inflationary spiral. The 
front is precarious. 

VI 

Fiscal Deficit and Demand 
in 1993-94 

) 

Table 3 shows that the various deficiti^' 
rose over the 1993-94 budget estimates (by^ 
58 per cent and 110 per cent). This i^', 
rationalised on the ground that the economy^ 
needs a stimulus. It is argued, one must nof^ 
make a fetish of budgetary prudence. Is if 
not the case that it is the govermnent along' 
with the IMF which suddenly turned fiscal' 
prudence into a fetish in 1991? Further, it it|‘ 
unclear what the argument now being put 
forward amounts to since the fiscal deficit' 
in 1994-95 is sought to be brought dowB[ 
from the level in 1993-94. Is it the case that' 
the nation is simply bearing ex-pos( 
rationalisations of an out of control fiscaF 
situation?' < > , 

What is the character of the fiscal adjust-' 
ment now being attempted by the govem-j' 
ment? Suddenly growth is stated to be mor^' 
importanttbap stabilisation.OiVritIbe large, 
and growing reser/es of foreign exchange' 
and foodgrains, it is stated that an increase in' 
the fiscal deficit will generate the needed' 
demand and not be inflationary. It is argue^' 
that the Man, the social sectors and the rural, 
sector need to be given greater priority than 
hitherto (FinanceMinister's Budget Speech' 
1994: 13). 



I 

Tams Revisions in Items in Budget at a Glance } 




Perceniane Chanse from 

] 

Item 

Budget to Rnviaedto 

Revised Estunaie- Actual fittimate 

(1992-93) (1992-93) 

Biidgccio 
Revised IMmilcI 
(1993-94) 

(I) Reveoue receipts ' 

3 

-5 

-10 

Q) Tax reveaue (net to centre) 

3 

-7 

-13 

(3) Non tax revenue 

5 

0 

1 

(4) Capital receipts 

3 

-8 

37 

(S) Reravetiet kwns 

-4 

-2 

0 i 

(6) Other receipis 

40 

-44 

29 

(?) Borrowings and other iiabililka 

2 

-6 

52 

(B) Toulreceipu 

3 

-6 

6 

0) Non-Plan expenditure 

4 

-2 

9 

(a) On revenue account 

Of which 

5 

-2 

8 

(hF iaSMestpHrments 

2 

-3 

-1 

(c) On capital account 

0 

-2 

13 

(10) Plan expenditure 

7 

-1 

12 

(a) Ob icveauc account 

12 

-4 

9 

ijB) Oh oqiiiai account 

1 

3 

15 

(11) Total cxpredilurB 

5 

-2 

10 

(a) Revenue expeadkuie 

6 

-2 

8 

(ft) Capital expeadiluie 

1 

1 

14 

(12) Revenue deficit 

20 

11 

93 

(13) Budgetwy deficit 

34 

71 

no 1 

(14) Pifcal deficit 

7 

9 

58 

(IS) nmurydeficii 

75 

116 

2122 


Source: Budget ot a Glaitce, various issues. 
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Indeed, 1b 1993-94« there wat a large«t(^ 
ty k aB theie expeadituree even though the 
overall target was not achieved. But ttiis 
trend has not been continued fenr 1994>95.In 
1993-94, the projected increase in Plan size 
was 28 percent and that achieved was 23 per 
cent The budgetary support to the Plan was 
raised by 24 percent, a large part of this was 
due to election give-aways and the need to 
give more to the states to enable them to 
utilise m(»e external aid (by providing for 
matching funds) and slippages in the re¬ 
source mobilisation by the puUic sector. 

All this indicates that while the Plan size 
in 1993-94 was smaller than budgeted for, 
die budgetary support was larger. This was 
the result of unrealistic allocations but even 
then explains only 23 per cent of the in¬ 
crease in the fiscal deficit. The explanation 
for the sudden and large increase in the 
fiscal deficit in 1993-94 lies elsewhere. 

The steep rise in the deficits in 1993-94 
(over budget estimates) is the result of, first, 
increases in both Plan (budgetary alloca¬ 
tions) and non-Plan expenditures and, sec¬ 
ondly, shortfalls in tax revenues (Table 3). 
llie increased budgetary Plan allocations 
have already been commented on. 

The increases in non-Plan expenditures 
were largely due to increases in allocations 
fix' defence and subsidies. These were the 
result of unrealistic allocations in the 1993- 
94 budget. On the tax side, revenues were 
lower than anticipated since the base taken 
for 1992-93 was unrealistic and a high rate 
of growth was assumed for 1993-94 (see 
next section). 

In spite of a step up in Plan expenditures, 
increase in the fiscal deficit and a decline in 
thecurTcntaccountdeficit, therateof growth 
of tile economy did not pick up in 1993-94. 
It turned out that the industrial sector barely 
grew at 2 per cent instead of the anticipated 
S per cent and agriculture declined margin¬ 
ally instead of rising by 2 per cent. Hence 
excise collections did not reach the antici¬ 
pated levels. Due to recession, imports fell 
by 1 per cent rather than rise by the antici¬ 
pated IS pa cent and customs duty collec¬ 
tions fell short. 

It is then clear that the rise in the fiscal 
defleit in 1993-94 is a result of several 
factors and not just an increase in the bud¬ 
getary support to the Plan. Actually the Plan 
target was not achieved; so this could not be 
the source of demand. What could be its 
impact ondemand and, therefore, on the rate 
of growth? 

The model presented in Kumar (1988) 
can be used to analyse this. To the extent Uie 
rise in the deficit is a result of the fail in 
direct taxes, demand is not stimulated. If it 
is a result of rise in interest paymenu, it 
generates no additional demand. If it is the 
result of increases in subsidies to the prop¬ 
ertied classes, there is no additional demand 
generation. Hence, even though the fiscal 


deficU bM sharply risan in 1993-94, its 
impact on dmnaiid generation is small. That 
is s^y growth remained sluggish. In a nut¬ 
shell, the demand generated by any fiscal 
deficit depends on its characteristics. 

VII 

Out of Control Fiscnl Situntion: 

Fudging Figures 

Table 3 reveals that since 1992-93 the 
budgetary figures have been greatly in error 
so that the budget figures cannot be 
dependend upon. With the union budget for 
19^-9S, fudging of budgetary figures has 
been raised to a fine art. This has been 
necessitated by the need to camouflage the 
real intentions. There may be meve but two 
are obvious. First, to give a populist, yet a 
pro-rich budget (of which there are several 
features) and secondly, to further open up 
the economy. 

Given the nature of all predictions, dis¬ 
crepancies between the budget, the revised 
and actual figures (Table 4) are likely. What 
is significant is the magnitude of changes in 
these figures in 1992-93 and 1993-94 and 
those likely in 1994-95. Eiarlier tiiere was a 
tendency for errors to get corrected in the 
actual Hgures with the sign of the error 
changing. Since 1992-93, the errors are 
large and mostly in the same direction. In 
1989-90 and 1990-91 also the errors were 
large but these were associated with special 
factors. 1989-90, was an election year and 
one in which there was a change of govern¬ 
ment. 1990-91 saw changes in government 
and non-govcmancc. 

The story of large changes begins with 
the union budget for 1992-93. lliis was the 
base for the formulation of the budget for 
1993-94. That budget had to be projected as 
fiscally sound to give a rosy hue to NEP. It 
helped project the 1993-94 budget in a more 
optimistic vein. However, now it is clear 
that the fudges have come home to roost. 


The fiscal situati6n is foing oat'nriKUlrait 
because the needed coneedves wsie 
aj^lied. They were not needed if the situs')^ 
tion was under control. 

A comparison of the budget estimaw! 
with the revised estimates (given in 19934M i 
and the actual figures (given now) levealtv 
the fudges (Tables 3 and 4). Reveoneji' 
have been systematically ovcrcstunate<^ 
and the deficits—fiscal, revenue ancf 
budget—underestimated. The intention wair 
to demonstrate a healthier growth of tlH| 
economy and to indicate fiscal prudcncei 
The actual figures now available show tfaa i' 
as compared to the revised estimates giveiV 
at the end of 1992-93, the fiscal deficit i<' 
higher by 9.4 percent, therevenuedeficitb^l' 
11.2 per cent and the budgetdeficit by 71 pe,' 
cent (Table 4). 

The revised estimates were tbemselve 
higher than the budget estimates. The fiscs* 
deficit was higher by 7 per cent, the revenu 
deficit by 21 per cent and the budget defici; 
by 34 percent. Cumulatively, then the arc'' 
in the budget estimates turn out to be 17 pci 
cent for the fiscal deficit, 33 per cent forth, 
revenue deficit and 129 per cent for th 
budget deficit. 

The budgetary calculations for 1993-9't 
were based on the revised estimates fcf 

1992- 93. Since the latter were incorrect, thk 
base for 1993-94 was in error and wit*' 
further window-dressing, the figures fol 

1993- 94have turned out to be grossly wron^> 

As compared to the budget estimates fc* 
1993-94, the revised estimates areoffby S' 
percent, 93 per cent and 110 per cent forth! 
fiscal, revenue and the budget deficits, Rl| 
specti vely. Since these are not actual and tb 
government has again overestimated mV 
enues fix’ 1993-94, the actual errors in th 
estimated deficits are likely to beeven laigi' 
(Table 4 for estimates). i' 

The growth rate being assumed for 199^ 
94 is an overestimate. This is being done d; 
make the economy look healthier. In tt 


Table 4: Percentace Changes IN Various Defktts 

B u dget De ficit_ _ Rcvmw De Bcil _ Fiscal Deficit 

Year Budget Revised Budget Revised Budget Reviaed 

to to to to to to 

Revised Actual Revised Actual Revised Actual 


1987-88 

6.89 

-4.34 

26 03 

7.53 

5.72 

NA 

1988-89 

6.09 

-3.75 

12.07 

-4.67 

7.20 

NA 

1989-90 

60.15 

-9.86 

77.35 

-4.21 

24.59 

-2.02 

1990-91 

49.49 

5.34 

34.94 

5.56 

17.76 

3.04 

1991-92 

-8.90 

-2.52 

23.29 

-4.80 

0.17 

-3.88 

1992-93 

33.64 

70.95 

20.30 

11.22 

6.74 

9.38 

1993-94 

110.01 

50.0* 

93.18 

13.2* 

58.42 

7.7* 


* Likely, based on alternative calculations of likely receipts of revenue. 

Noies: I 1989-90 and 1990-91 show large errors in budget estimates. These were exceptional yea' 
1989-90 was an election year and therefore, espendilure went up. 1990-91 saw two govei 
ments and n<Hi-presenlatioa of the budget for 1992-93. 

2 Usually eirors for BE to RE are corrected by an opposite sign between RE and Actual. F; 
1992-93 and 1993-94 the einxs are not only large but in same direction. Hence errors in 199 
94 have got compounded. , 

Sources: Bu4$et at a dance, various issues, and Receipts Budget. 
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■ctotl flfiNt thit wm beoome •vailaUe 
next year, the revenue figures are likely to 
be further revised downward and the defi¬ 
cits will then be revised upwards (an esti¬ 
mate is given in Table S). The government 
is obviously d^nding on the jliortness of 
public memory to keep its credibility intact. 

On the basis of alternative calculations, 
oiw could hazard a guess on the size of the 
fiscal deficit (Table S). Assuming that the 
revised estimates of expenditures are more 
or less correct and using the actual base of 
1992-93 with a 12 per cent nominal growth 
in the economy and a 2 percent real decline 
in impmts one could make alternative esti¬ 
mates of tax revenue. These are likely to be 
lower by another Rs 2,(XX)ctQre. Due toPSE 
disinvestment not materialising, there will 
bealossof Rs 2,300crore. The fiscal deficit 
would then rise from 7.3 per cent to 7.9 per 
cent of ODP, the revenue deficit to Rs 
38,(XX) crore and the budget deficit to Rs 
13,5(X) crore. 

Given that the revised estimates for 1993- 
94 will again change, the calculations for 
1994-95 will also be in error. Further, to 
paint a rosy picture of the economy the 
government is again projecting an unrealis¬ 
tic growth rate for t be economy (S per cent). 


Buoyancy of taxes is bang assumed to be 
high in spite of cuts io the rates of personal 
income tax, corporation tax and customs 
duties. Consequently, the revenue estimates 
are again likely to be in error because both 
the base being taken and the rate of growth 
assumed are unrealistic. 

If alternative calculations are mt^c 
(Table S), conservatively assuming the re¬ 
vised estimates for 1993-94 to be correct but 
taking mote realistic rates of growth, in 
1994-95 net revenue would be lower by 
Rs 4,000 crore and expenditures higher by 
Rs 4,000 crore. Assuming higher PSH 
disinvestment, the fiscal, revenue and bud¬ 
get deficits would be 9 per cent, 22 per cent 
and 83 per cent higher than budgeted, re¬ 
spectively. Assuming that the actual taking 
for 1993-94 will be different from the re¬ 
vised estimates and taking more realistic 
rates of growth of expenditures, in 1994-95 
revenue will be lower by another Rs 4,500 
crore and expenditures will, at least, be 
higher by Rs 7,000 if the Han size is main¬ 
tained. 'fhe figures for deficits would then 
turn out to be 30 per cent, 51 percent and 26 
percent, respectively higher than budgeted. 
As percentage of GDP, the figures would be 
8.2, 5.7 and 2.6. These figures are compa¬ 


rable to the concspoaditlg ftguMS io Hi# to. 
called crisis year 1991.’ | 

The question arises, when the budget D 
facing such imbalances and to correct for it 
essential expenditures may have to be cutli 
why is the government giving up reveniw| 
by cutting the rates of customs duties, cot', 
potation tax and personal mcometax? Wonti 
with fiscal profligacy, why could it nothev. 
at least been done so as to promote giowt|i 
in the economy which has been below aves; 
age since 1991? t 

V 

VIII {, 

Growth and Fiscal DeflcH , 
In 1994-95 C 

The revenue buoyancy expected in th|i 
budget will not materialise unless the rateo, 
growth of the economy and of imports risa^ 
The revenues in the 1^4-95 budget seem ( 
be estimated assuming a real growth rate C, 
9 per cent in industry, 6 per cent rate q’l 
inflation and a 25 per cent increase in ins 
ports. The present performance of tb'i 
economy does not justify any of this. 

The government is banking on a high rat^ 
of growth based on a larger fiscal deficit an^ 
higher Plan allocations. Reductions in tm, 


Tabi e 5: Budost at a Ounce 

( Projected flgures are only tmudly iadicalive of Ihe likely magailudes ) 


(I 

1 

(All figures In Ks ewn[ 



1993-94 

Budget 

Estimates 

(1) 

1993-94 

Revised 

Estimates 

(2) 

1994-95 

Budget 

Estimates 

G) 

1993-94 

Actual 

(4) 

Projected Fiaures 
'1994-95 1994-95 

Govemmenl Our Assump- 
Assumptions tions 

(5) (6) 

1994-95 1 
ElectioD , 
AasumMionai 

a) s 

(1) Revenue receipts 

84209 

76166 

86084 

75000 

82000 

77500 

76500 

(2) Tax revenue (net to cenue) 

62739 

54473 

62742 

53000 

59000 

55000 

54000 I 

G) Non-tax revenue 

21470 

21693 

23342 

22000 

23000 

22500 

22500 i 

(4) Capital receipts 

42800 

58646 

59615 

56200 

68500 

62500 

77500 

(5) Recoveries Of loans 

6655 

6655 

6700 

6700 

7000 

7000 

7000 

(6) Other receipts 

3500 

2500 

4000 

0 

6500 

6500 

2500 

(7) BoiTowings and other liabilities 

32645 

49491 

48915 

49500 

49000 

49000 

68000 

(1) Tola) receipts (1 + 4) 

127009 

134812 

145699 

131200 

144500 

140000 

154000 

(fi) Non-Plan expenditure 

90072 

97846 

105117 

98000 

108500 

114700 

124000 

(KQ On revenue account 

77654 

83870 

90749 

84000 

94000 

98700 

104000 

Of •which 

(11) Interest payment 

38000 

37500 

46000 

38000 

46000 

47000 

48000 ' 

(liQ On capital account 

12418 

13976 

14368 

14000 

14500 

16000 

20000 ' 

(13) Plan expenditure 

41251 

46026 

46582 

44000 

47000 

47000 

55000 

(14) On revenue account 

24185 

26354 

28062 

25000 

28000 

28000 

30000 •> 

(19 On capital account 

17066 

19672 

18520 

19000 

19000 

19000 

25000 

(16) Total expenditure (9+13) 

131323 

143872 

151699 

142000 

155500 

162000 

174000 

(17) Revenue expenditure (to-»■ 14) 

101839 

110224 

118811 

109000 

122000 

127000 

134000 

(18) Capital expenditure (12 + 15) 

29484 

33648 

32888 

33000 

33500 

35000 

40000 

(19) Revenue deficit (1 -17) 

17630 

34058 

32727 

34000 

40000 

49500 

57500 

(20) (Per cent of ODP) 

Gl) Budgetary deficit (8-16) 

4314 

9060 

6000 

(4.4) 

10800 

(4.6) 

11000 

(5.7) 

22000 

(6.4) 

20000 

(22) (Per cent cd OER^ 

(23) Fiscal deficii (7 + 20) 

36959 

58551 

54915 

(1.4) 

60300 

(1.3) 

60000 

(2.6) 

71000 

(2.2) ; 
MOOO 

(24) (Per cent of ODP) 

(4.7) 

(7.4) 

(6.0) 

G.8) 

(7.0) 

(8.2) 

(».« 


AbMcr.'Col 4 is calculated on Ihe basis of likely conectioni to 1993-94 revised eitimatet. 

" 5 is calculated with (4) as bam and assumptioiis given by govemmeat for 1994-95 budget. 

** 6 is calculated on (4) with assumptions based on bends observed during the previous few years. 

” 7 chaages applied to cohima (6) assuming that elections are around the comer and the kind of revisioo to budget eatimalM in 1993-94 iw agal 
lepcated in 1994-95. 
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rates «e udeen to lead to aiqpply tide re- 
spones and increases in rates of growth of 
Mustry and imports. Some variant of these 
arguments has been repeatedly made over 
the last three years. At already argued, in 
general there is not much substance in this 
line of reasoning but these propositions can 
be examined in the context of the 1994-9S 
budget. 

In 1994-95, the Plan size is raised over the 
revised estimates for 1993-94 by 13.7 per 
cent whereas last year the project^ increase 
was 28 percent and that achieved was 23 per 
cent. The budgetary support to the Han was 
raised by 24 per cent in 1993-94 but for 
1994-95 it is being raised by 1.1 per cent. 
When last year in spite of a 23 per cent 
increase, the industrial sector remained mired 
in recession this year with a planned rise of 
13.7 percent and possible rise of barely 10 
percent, the Plan is unlikely to grow in real 
terms. With this and cuts in capital expendi¬ 
tures, prospects for growth can only be 
bleak. 

The sale of PSH equity for budgetary 
support to the Plan is like selling off one 
asset to acquire another. Net assets do not 
rise by the amount of tlie disinvestment. To 
this extent the budgetary support to the Plan 
is less and its demand generating impact is 
lowered. If sale of PSE equity is used to 
reduce old debt, demand will decline. 

The burden of the larger Plan is falling 
on the public sector. Given the precarious 
state of this sector, and that a large frac¬ 
tion of the equity of the profitable enter¬ 
prises has been or will be sold, either 
administered prices will have to go up 
sharply or there will be a slippage in the 
Plan size. There is not much evidence of 
the centre’s commitment to raising the 
Plan size. In brief, neither in 1993-94 nor 
in 1994-95 can the rise in the deficits be 
attributed to increased Plan size. Further, 
the rise in the Han size is unlikely to 
stimulate additional demand in 1994-95 
but will result in price increases. 

What about boost to demand due to the 
slated rise in the fiscal deficit? But the 
fiscal deficit as a ratio of GDP is set to fail 
from 7.4 per cent to 6 per cent. If imports 
rise by 25 per cent, the current account 
deficit will rise sharply and this will cur¬ 
tail demand growth. What if the 
government’s argument does not hold and 
the alterpative scenario of Table 5 is 
realised? Then, neither will the fiscal defi¬ 
cit fall not imports shoot up because growth 
will remain sluggish and revenues short of 
target. 

Would demand then rise? And will it lead 
to increases in prices or in output? As aigued 
earlier, {xices arc set to rise due to cost push 
factors. In 1993-94, prices of primary goods 
rose sharply because of sharp increases in 
procurement and public distribution prices. 
Other administered prices will rise since the 


public sector is to raise large resburces 
while its costs are rising and sickness grow¬ 
ing. Cuts in subsidies may not take place in 
1994-95 but devaluation is likely. Output 
adjustment as a response to the general 
fiscal stimulus is then unlikely since it will 
be associated with price rise. Last year the 
fiscal deficit rose from 5.7 per cent of GDP 
to a likely 7.9 per cent but that did not revive 
the industrial sector. Would it do so this 
year? 

Further, for 1994-95, the rise in the fiscal 
deficit is a result of increases in interest 
burden. As already argued, this recycles 
incomes and cannot stimulate demand. The 
primary deficit as it is called is set to fall 
from Rs 21,000 crcrc to Rs 9,0(X) crore In 
the alternative, it may be Rs 14,(XX) crore or 
Rs 24,000 crorc. liitbcr lower or a little 
higher and therefore unlikely to provide 
much of a stimulus and even that will be to 
raise paiccs as argued above. 

In Section IV, it was argued that tax cuts 
have not led to supply side responses. Ibis 
tendency for stagnation is further strength¬ 
ened by some of the aspects of the 1994-95 
budget. As argued in Section II, the steep 
cuts in customs duties while excise duty 
rates have either risen or have remained 
unchanged will dampen demand lor Indian 
products with a few exertions Ibc slow¬ 
down of tempo of Plan expenditures will 
accentuate infrastructure bottlenecks | Kumar 
I994hl. The rising rate of inflation has 
reduced demand from the middle and lower 
classes [an cxampleof this is given in Kumar 
1994b]. Any increase in disposable incomes 
due to tax omccssions to ttese segments is 
more than compensated by inflation. 

As argued earlier, concessions totheprep- 
ertied and to industry in the shape of cuts in 
corporation tax and personal income tax 
cannot 1^ themselves revive industiy or 
boost investment. In the absence of demand, 
concessions do not work. Only speculative 
activities and hot money flows are enaiur- 
aged. Hie onion budget for 1994-95 gives a 
further boost to such speculative activitic.s 
by lowering the capital gains taxes. As it is, 
it was lower than tax on {Hoductive activi¬ 


ties, With all this, the ongoing reoeraion i||i 
Indian industry can only persist. ^ 

In brief, the prospecui of the 1994-9:4 
budget leading to supply side responses ar|) 
bleak. With this, a rise in the rate of growt | 
of the economy will depend on the perfoSj. 
mance of tiic monsoon and in any case ther»> 
cannot be a substantial rise. As such, ta. 
revenue will be short of budget expectatio'| 
and the fiscal deficit will be higher. How'j 
ever, since it is based on large iiKrcases 
the interest burden and likely subsidies (,i 
the vocal, well-off sections, its demaibj, 
stimulation effect will be limited and eve,, 
that will be mostly atisorbed by price ris ^ 
resulting from cost push factors. lienee tht, 
prospects are for deeivsning stagflation i.^,i 
1994-95. Arc there prospects for the skua i 
tion to improve in the future? ' 

IX 

Fisc Out of Control: The Fotar* i’ 

J, 

Clearly, tlic union budget for 1994-9-1 
indulges in the kind of fiscal {X-ofligac;', 
never seen before. Suddenly after three year^ 
of emphasising llic importance of control ^ 
ling the fiscal deficit, the country is told tbs' 
a liigli fiscal deficit is actually good for tb^, 
country. This is only an ex-pos^ 
rationalisation of an out of control fisciy 
situation. , 

Ihe steep rise in the revenue deficit 1$' 
cause for deep concern. It implies that tin, 
government is boirowing heavily and wifi^ 
continue to do so and the interest burden wil |> 
keep rising rapidly. In other words, with th> i 
rising subsidy biU, defence burden and thi, 
even more rapidly rising interest burden, tb 
non-Han expenditures will continue to rise 
To curtail the deficits, the growth in Hai I 
expenditures will have to be kept in check ' 
'Ihiswill only result in growing bottleneck 
in infrastructure and cutbacks in socia I 
sector expenditures, like on drinking water 
health and education. Ixxig-run growth wil / 
suffer. Hie alternative would be greatc 
private effort which is neither forthcomini 
nor the solution to the problems facing tbtf 
country. I 


Table6. Changes IN Fisial Dffictts TO Maui tiiria Comcararii-td ms DpoNmoN Umuin I'WO-9 




1991-92 

1992-91 

1993 94 

1994-95 

Reveniie 

(a) PSE dislBvestmeiit 

— 

3,038 

1,961 

2,500 

4,000 

(b) RBI profits 

210 

350 

1,500 

1,500 

1.500 

Total 

210 

3,388 

3.461 

4,(XXI 

5,500 

Expenditure 

(a) Transfer to basks 

700 

700 

700 

5,7(X) 

5,600 

(b) FCNRA exchange risk 

_ 

_ 

— 

_ 

5.721 

(c) Additionai interest on zero coupon 

bonds and PSE forced borrowings 

— 

— 

— 

— 

500* 

(d) Borrowings by PCI and PSEs 

— 

— 

— 

1,000* 

— . 

Toul 

700 

700 

700 

6,700 

11,821 

Addition to fiscal deficit 

910 

4.088 

4.161 

10.700 

17,321 


* Estimated. 

Source; Heceipt Budget, various issues. 
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Tbc fiscal situation is in many ways 
NTSC than in 1901 It must be nutcii that 
S value of current dcticits is not com pa 
We with those up to I'Wl due to two 
Mors First, various one shot ul)us(mcn(s 
bring down the deiicits ,ire not going to 
I available in the future Secondly the 
finitionsof the deficits now and pnoi to 
01 are different 

Prior to 1991. there was no l*sl 

t iinvestment As noted earlier, this implies 
ower budgetary sup|x>rt to the Plan 1 he 
ovision ot Rs S,7(J() crorc last year and i 
wamount this year foi capital augmcnl i 
m of tbc banks is not Iscing counted in the 
idget as capital expenditure since it is 
gued that the goveinment is I’ciling Ihc- 
oney back through Ixnids lly the s mu 
gic, tbc budgetary suppoit to tlic PI in is 
wer by the PSI; disinvestment I he piovi 
>n for the banks would not i use the bulge t 
the revenue dciicits hut (hi lisc al dclicits 
ill be higher 

The interest bunlen is lieing undcresli 
atod PSI sarcbeing torcedlolxniowand 
■ar the interest burden (like the 1 ood ( ot 
•ration of India) Recently /cio cixipon 
inds have been floated Ihesc only post 
me the calculation ot the interest trom 
day to the date of malurtty ot these bonds 
icamountot the deficits is thcnhigherby 


amount ot the undciestimation ol die 
jtercst buidcn It is also uncical how the 
jtereat on the money given to the hanks is 
ling counted 

;One-shot ad|us(mcn(s in reve nuc like F’SI 
iinvesUnent will not fie available since 
ost of the priintablc firms would simhi 
ive been sold to the extent ot 49 jser cent 
1C borrowings from RHI Ihiough ad lun 
sasury bi tts will be capped so that the large 
crease in borrowings in 1991 94 would 
be available Due to policy latcs ol 
rect taxes and customs eludes cannot be 
ised (asdiscusscdcai her) bee aiise ot pres 
res of globalisation Only excise dudes 
n be raised hut in the laccot reductions in 
atoms duties the scope lor this is limited 
:nce revenue buoyancy will be low in ihc 
ming years 

On the other hand expenditure cuts are 
ing to be difticull given (he tact that one 
Lit adjustments have alieady liecn made 
(port subsidies have ahead) been elum 
tod If anything they will rcappeai in 
me other lorm to Ixxtst cx|xiits 1 uither 
t$ in food and tcrtilisei subsidies in the 
pit two years when elections are around 
p corner are unlikely 1 hcie is not much 
jupe for cutting employment and i educing 
t salary bill of the government lor Ihc 
me reason * 

The rate ol growth ot grants and loans to 
f states and union territories has been 

E and will be dilticult to reduce tur 
ey are thcones wlioptovidc lormosi 
xpenditures on siKial and eommu 


tiiiy services (education and health, etc) and 
employment generation In the face of 
s(.igfIation, reduction in these expenditures 
will lace (xditieal opposition and will not be 
easy in election years Only a reduction in 
the si/c of the Plan may not face political 
opposition 

In btief with one shot adjustments 
mostly exh lUstcd and elections amuiid the 
conu'i expenditures arc likely to rise more 
sharply in the next two years than in the 
preceding three years while revenues will 
I ISC slower than in the last three years The 
UK leased revenue dclieits will result in 
I irgri boiiowings greater interest burden 
ind worsening budgctaiy deficits Such a 
rise III deficits is ill not even stimulate 
much dc'inand as argued earlier and keep 
ihc late ot groisib low this vicious circle 
IS (he cause and (he elfcet of a delcrioral 
mg macio scenario 


X 

Conclusion 

ihe IMI and the World Bank should lie 
unh.ippv wi(h (he loss ot fiscal control 
implied by the budgets of 1991 94 and 
1994 9S However opening up of the In 
dian markets and concessions to capital 
keep the Ci 7 IMI and World Bank happy 
even it the fiscal targets of stabilisation are 
not met' Hus situation will also deliver (he 
country to them in a worst state in two years 
Irom now they will then be able to extract 
gicatcr concessions than (hey have been 
able to obtain until now 

It has lH.cn argued in this article that the 
economy is in a vicious trap of deteriorat 
ing macro scenario resulting from the op¬ 
eration of NhP and the unwillingness of 
the government to face the truth On Ihc 
contiary it is tiying to present NH* as 
dcsir.iblc lor the economy and. therefore, 
unable to apply Ihc needed correctives 
(Section VH) I his may have been jhis 
siblc il the policy makcis had faced up to 
Ihe glowing liscal problems and the slow¬ 
down in Iheccominiy since 1991 itself and 
concluded that Ni P arc inappropriate lor 
(he nation 

Dictates ol globalisation (Irom NI Pand 
new (lA n) requited lowering of customs 
duties and reduced public investments Both 
ot Uicsc have meant a narrowing of the home 
market and a dependence on the private 
sec lor to promote giowth This has required 
incentives to capital through direct tax cuts 
which has led to larger budgetary deficits 
and lower public investments (Sections II 
and III) Ihesc and other policics have shifled 
the shaie of nabonal income in lavour of the 
propertied and lurlher narrowed the home 
market and reduced prospects of growth 
(Sections IV and V) 

(Tiaiiges III exc isc duties have compounded 
the problems forindianindustiy NFPhave 


not induced the expected supply side re¬ 
sponses due to lack of demand in spite of 
the rise in the budgetary deficits (Sections 
IV, VI and VIII) but have resulted in cost- 
push inflation (Section V) This has si¬ 
multaneously caused the fiscal crisis and 
slowed down growth Section IX points 
out that with one-time adjustments mostly 
exhausted and elections around the cor¬ 
ner the fiscal situation can only worsen in 
(he future and the manner in which this 
will happen will prevent growth from re¬ 
viving The resort to fudges to dress up 
NI P IS proving to be a one-way street to 
fiscal and economic crisis 

llierc IS an attempt at being too clever by 
half Perhaps an election year budget has 
lx:eii designed to keep tlie vocal sections 
happy However, the likely destabilisation 
of the ccuiHimy can make things politically 
hot within the next few months, specially if 
the monsixHts fail Ibe rale of inflation cap 
shfxH up and flight of capital can make the 
present uimfortablc reserves position a thing 
ol Ihe past 

Tlic country is slipping into a situation 
worse than the one in 1991 At least then the 
country had certain instruments of control 
which have now been dismantled with NFP 
For instance, planning has been more or less 
discarded, the public sector is under liquida¬ 
tion, the economy is open to hot money 
flows and Ihe international debt is much 
larger Phe pre 1991 situation was leading 
to a crisis but was accompanied by good 
growth in output and some employment 
generation In the present situation even this 
IS unlikely A viaous trap—lowgniwth and 
destabilisation 


Notes 

(1 would like (o thank Pankaj lha for as&islance 
with data work and many others who came to (he 
CitiAins Assembly and with whom I had discus¬ 
sions on the state of the Indian economy ] 

1 Ihe tax reform steps may be welcomed from 
the point of view of NhH |GOI 19921 but not 
Dccessarily from the pointof view of an alterna¬ 
tive (see Kumar 1994b] In the latter, Ihe total 
incidence of indirect taxes is sought to be low¬ 
ered from basic and essential goods Customs 
duties are to be lowered after excise and sales 
taxes are reduced The isaue is not just a 
rationalisation of taxes or introduUion of 
MODVAl or VAT The context of 
rationalisation is completely different for Ihe 
alternative 

2 Businessmenarenotevenwilliiigiopayavay 
low tax rale A presunqHive tax was introduced 
on small business incomes They had to pay 
only Rs 1,400 per business with a turnover of 
up to Rs 5,00,000 Assumingamarginof20per 
cent, the tax rate worked put to only I 4 per 
cent Very few have paid this tax Similarly, in 
Kumar (1985) it has been pointed out that even 
when in the post tax rates were substantially 
lowered, like on capital gains, compliance did 
not improve 
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3 If iBVMtniMU in real plant and equipment 
had riaen, demand for capital goods and steel 
and cement would have shot up. However, 
these are precisely the sectors of indusuy 
facing demand recession. It is not even that 
large sinounts of import of capital goods has 
taken place in the last three yean. There has 
been a normal rise in imports of capital goods 
in spite of a large reduction in customs duties 
on these items. 

4 This is expensive because foreign investors 
are guaranteed profits of 16 per cent post-tax 
or 32 per cent pre-tax and since leturn is to be 
in $ terms, with an average devaluation of IS 
pet cent it would mean a return of 47 per cent 
in nipee terms. Since this rate of profit is 
based on investments and the per Mw costs 
are high, the pronts will also be high. It is 
clear that the power tariffs will have to rise 
sharply to en^le these kinds of rates to be 
paid. If to avoid this, averaging is resorted to, 
it would imply cross subsidisation of power 
produced by these plants. It is likely that the 
State Electricity Boards will be unable to pay 
the high price. Then either the centre would 
have to pey up because there are sovereign 
guarantees involved or the boards would have 
to divert funds from payments to NTPC and 
other producers of electricity. Further, the 
rate of profit is linked to capacity utilisation. 
There will then be pressure to buy power 
produced by these piano: before other power 
is purchased or utilised. Consequently, it is 
likely that subsidies and sickness amongst 
Indian producers would rise. 

5 In the case of cotton, there was a shortfall in 
output and exports worsened the situation. In 
the case of sugar the sugarcane crop was lower 
and that has led to the diversion of sugarcane to 
gurand compounded the shortages of sweet nets 
in the market. Exports of sugar and cotton had 
to be stopped in 1993-94. In the ca.se of rice it 
is Basmati exports that have gone up and since 
their prices have finned up, it has shifted inter¬ 
nal consumption to other ordinary varieties. 
Indications SK that this is causing a .shift in 
cropping pattern horn ordinary varieties to 
Basmati. This by reducing output of ordinary 
varieties of rice will lead to a further rise in their 
prices. 

6 FIIs could ensure that they pull out with their 
capital gains by making the government keep 
the share mark^ buoyant till they pull out. Most 
brokets trading on behalf of Fils will siso play 
ball by keeping these transactions secret so as 
to maintain relations for the future. 

7 In Table 3 another scenario is also given. It is 
drawn on the assutiqxion that elections will be 
held in 1994-9S and 1995-96. Hence, just ss in 
1993-94, for electoral reasons, expenditures 
were allowed to rise over the budgeted figures, 
the same would happen in I994-9S. This is the 
worst case scenario-the fiscal deficit will rise 
by 60 per cent, the revenue deficit by 74 per 
cent and the budget deficit by 233 per cent over 
their budgeted figures. In this scenario, the 
budgetary support to the Plan, subsidies and 
borrowings are all expected to rise. Revenues 
are expected to fall short due to further conces¬ 
sions and the rate of inflation is expected to rise 
to 12 per cent assuming a normal monsoon. As 
a ratio ot the ODP, the fiscal deficit will rise to 
9.8 pet cent. If the fiscal deficit is calculated as 
it was till 1991, to make it comparable, (hen the 
fiscal deficit rises by another Rs 17,(XX) crore 


(Table 6) and would become 11.3 per cent of 
the GDP. 

8 Even ifthe central government were to try and 
reduce its salary bill by reducing empkiymenl, 
the prospects are not very good (FM's inter¬ 
view in El). The total employment by central 
government is estimated (ExpemUture Budget, 
I994-9S, Vol 1, pp 84-85) lobe 3.9 million in 
1993 and 1994. Post and telecom employ 9.71 
lakh, the railways 17.4 lakh, police 3.16 lakh 
scientific departments 60,O00andC}’WD40,000. 
Substantial cuts in these numbers may be diffi¬ 
cult Thus, those in pure administration, where 
substanual cuts may be possible, would be seven 
lakh The total expenses on these four million em¬ 
ployees is estimated for 1993-94 as Rs 14,600 
crore. On the seven lakh in administration, (he 
proportionate expenditure may be taken to be 
Rs 2,300 aore. (Vthe total central government 
expenditures of Rs 1,44,000crore, that on staff 
is 10 per cent and on pure adminisUation less 
than 2 per cent. The chances of substantial 
savings are not high but any inessential expen¬ 
ditures must be curtailed. 

9 One only needs to recollect what happened 
during the 80s. The country borrowed heavily 
and moved towards the debt trap due to its 
profligacy and the fiscal situation deteriorated. 
The World Bank was not unhappy and while 
giving its backing constantly prodded the coun¬ 
try to borrow more and to open its economy 
further. Further, even in 1993-94 the fiscal 
targets were exceeded but the support from the 
IMF continued. 
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\bu^re so protective about her, 
youU never want to see her so heated up. 

Overheaung oan be a problem when the engine oil is not right Hharat Petroleum introduces 
Bharat Automol Super F 2()W/'i() A high peifoi mance imiltigi acle oil that not only protects your car’s sensitive 
engine over a v.tst range ot tempei aim es bin al.^o enhances the oil liiange period, helping in oil 
conservation. (In .some tases, the pt'i n h.! .i.s mm h as iloiibles). it helps quick 
starting, thereby increasing ihe car's batten’ life. It also prevents engine 
deposition, rust and corn ision, resulting in Isetier fuel elliciency and longer 
engine life I Ne Bharat .Autoiiu >1 .Super F Muingrade Kngine Oil 20W/40' 

/Slid hel() sour car keep its cih)I. 

Bharat Automol $uper-F Multigrade Oil 20W.'40 makes oil sense for new generation pctrolnlriven 
vehicles like Marutis, Contessas, .Standard 2000s, llSNEs and Imported cars. 

It can also be used in Ambassadors and Premier Padminis. 
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Implications of 1994*95 Budget for 
Gro\¥th and Stability 

Tapas K Sen 
M Govinda Rao 
Madanmohan Ghosh 


The government has been emphasising the need for wideranging economic reforms ever since the economy pulledi. 
back from the brink of a crisis in 1991. Some of the reforms have been pushed through, but one of the major reasons\> 
for the economic situation reaching a crisis point in 1991—the unsusiainabie fiscal imbalance—continues to hoverf 
menacingly over the economy despite being within the immediate control of the government. 

The unwillingness and/or inability of the government to control its own expenditure in areas where they need to be* 
cut has resulted in strategies to reduce the fiscal deficit (like cutting capital expenditure and passing on the adjustment,y 
burden to the states) which are questionable and counterproductive. < 

While these strategies continue to hold sway, the measures to promote investment contained in the latest budget arei 
almost entirely confined to the supply side, although available evidence .iugge.sts that the problem lies on the demand side ,, 
The strategy of sacrificing facal prudence (and possibly stability of the economy) in the interest of growth that haf', 
been advanced to defend the rising deficits is unconvincing: it will lead to neither growth nor stability. 

I 


TRADITIONALLY, the three major 
branches of government activity arc taken 
to be resource allocation, distribution and 
stabilisation following Musgrave (1959). 
However, just two years after publishing 
his classic, Musgrave wrote, “I would 
prefer... to treat growth as a separate ob¬ 
jective, pursued by an additional branch' ’ 
[Musgrave 1961]. Indian fiscal policy ap¬ 
pears to have rediscovered this addition 
lately, going by the various strategy docu¬ 
ments and the professed overarching goal 
of putting the ‘ ‘economy back on a path of 
strong sustainable growth'' (Budget speech 
of the Finance Minister, 1994). 

The economic reform process, started in 
1991 to pull the country back from the 
brink of economic crisis, is based on an 
underlying philosophy which emphasises 
stabilisation in the short run and growth in 
the long run. The strategy to achieve this 
consists of a package of measures on vari¬ 
ous points; inter alia, this includes exer¬ 
cise of financial responsibility by the gov¬ 
ernment itself, redirecting government 
intervention from unnecessary controls 
and production activities in almost all 
areas to the provision of those goods and 
services which can really be provided more 
efficiently by it, and belter integration of 
the Indian economy with the world 
economy. It may be noted that the tradi¬ 
tional function of securing an acceptable 
distribution of income and ‘wealth docs 
not prominently figure in this policy pack¬ 
age; none of the suggestions regarding a 
safety net for the poor and the unemployed 
are integral to the reform policy, though 
they may be essential for the package to be 
humane and for political reasons. A natu¬ 
ral consequence is the cessation of foist¬ 
ing distributional objectives on to all kind.s 


of policy measures, contrary to economic 
raliunality.' 

The 1994 95 budget is the fourth in the 
series of 'reform budgets’ and enjoys the 
luxury of exercising some choices, which 
at least the first two did not have. It also 
gives us a chance to assess the actual 
figures of receipts and expenditures of the 
governmentoflndiafor 1W2-93, as against 
the revised figures (RE) given earlier, and 
the latter figures for 1993-94 as against 
what was intended (budget estimates or 
BE for short) or forecast. 

1 

Broad Trends 

Table 1 shows the broad trends in the 
receipts, expenditures and deficits.^ First, 
looking at the RE for 1992-93 and the 
actuals, the fall in every item of receipts 
except recovery of loans in the actual 
figures is striking. The most significant 
fall is in net tax revenue-=-from Rs 5K, 179 
crorc to Rs 54,044 crorc, i c, a shortfall 
of Rs 4,1.)5 crore. Revenue expenditures 
al.so fell (but by only Rs 2,278 crorc). 
while capital expenditures rose margin¬ 
ally by Rs 168 crore (0.6 per cent). 'Hie 
net result was a rise in all the deficit 
figures. The revenue deficit rose by 
Rs 1,874 crore ti c, more than 10 per cent 
increase from the RE) and the fiscal defi¬ 
cit rose by Rs 3,451 crorc (i c, a little less 
than 10 per cent). 

In the light of the actuals for 1992-93, 
the budget estimates for 1993-94 were 
patently unrealistic in two ilctns' tax rev¬ 
enue and priK-ceds tif the disinvestment in 
public sector undertakings. In fact, it was 
pointed out soon after the budget esti¬ 
mates became available last year that the 


lax revenues were overestimated [Oai 
(lupta and Mookherjee 1993], even witV 
out the benefit of the actuals for 1992-9)' 
Now that we have the actuals, the ex 
pected increase (as per the 1993-94 budgt 
estimates) appears naive, to say the leasi 
However, the folly dexss not stop Uiere. 1 
the 1994-95 budget, net tax revenues a) 
expected to grow by a little above IS pt' 
cent over the RE for 1993-94. To be sup 
this rate of growth is not very unusual. Bi 
in the present case, there are two reasoii^ 
to lielievc that this may again be an ove' 
estimate. 1-irsl, the RH for 1993-94 ma- 
Itself be an overestimate, so that the in-’ 
plied growth rate is higher than the IS pi; 
cent mentioned above. Second, the ta' 
measures this year as a whole are ovc’ 
whelmingly revenue-losing; the promise' 
gains from better administration and coni 
pliance (and the rationalisation of ‘ex' 
emplions by notifications’ system in eV 
cisc duty and customs) may be believe 
when the actuals become available; uol 
then, u little scepticism may be in orde' 
'1 he prc.vsure group activities that brou^l' 
the notified exemptions and concessim 
about in the first place are not dead, h<,' 
even dormant. 

In this context, it seems a little odd tb 
the Rli (199.3-94) of union excise duty 
lower than the BE by Rs 2,000 crore, b 
the revised corporation tax leceipts stay 
the same level as the BE. After all, a pai 
oi the fall in expected excise duty collo* 
tions must be due to less than expect*'' 
growth in the value of prexiuction (tl 
lu'tinnmir Suis'ev reports only a mode, 

I ise of 1.6 per cent in the index of indu 
trial production during the first sev*^ 
months of 1W3-94, over the same perk 
in the previous year; the inflation rate wi ' 
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lio below 10 per cent, so even that cannot 
aisc nominal value of production or 
ominal profits to the levels needed for 
he required growth in lax receipts). To 
xpect a lower value of industrial pnxluc- 
ion, but unchanged corporate profits 
ppears to be somewhat inconsistent. Now, 
He 1994-95 budget expects to raise re- 
eipts from corporate income tax by al- 
TOSt 19 per cent over the (probably over- 
Stimated) 1993 94 Kli, after lowering the 
uc rates! 

In contrast to the fall in both revenue 
eceipts and revenue expenditures in the 
ctuals for 1992-93 as compared to the 
lE, the l‘>‘)3-94 REs .sh<iw a fall in the 
Xpected receipts but a substantial rise in 
ie revenue expenditures compared to the 
lEs, completely ignoring the much- 
ublicised ‘fiscal responsibilityThe rise 
1 non-plan expenditures w«>rks out tt> 8 
er cent, while the plan expenditures arc 
lated to rise by 11.6 per cent. The net 
ssult is a virtual doubling of the revenue 
eficit fmm 2.2 per cent of the (JDI* to 4.2 
cr cent, and a ri.se in the fiscal deficit 
rom 4.6 per cent to 7.3 per cent of (il)l* 
Table 2). It must be rcmeml>ered that the 
iscal deficit is high despite recourse to 
ne-time measures like the sale of public 
ector equity and adoption of questionable 
lethods like appropriating reserves of the 
ublic sector enterprises as well as profits 
f tlie Reserve Dank of India, and reducing 
apital expenditure. 

In 1994-95, the ministry of finance in- 
:nds to increase revenue receipts by 13 
er cent and limit revenue expenditure 
rowth to 7.8 per cent over the RH for 
993-94. We have already pointed out the 


likely overestimation involved in the tax 
revenue projections. On the expenditure 
side, the projected growth should be viewed 
against the fact that the growth of revenue 
expenditure has not been less than 12 per 
cent in ary of the post-reform years; the 
probability of the actual increase being 
substantially higher than that projected 
reaches near-certainty. 'thus, itseemsquitc 
likely that the revenue deficit in 1994-95 
will be substantiallv higher than the Ks 
32,727 crore projected, with the fiscal 
deficit correspondingly higher (unless the 
government has some cards like po.st- 
budgelresource mobilisation measures up 
its sleeve). 

II 

Growth Implications 

.Since fostering economic growth is 
claimed to be the prime objective of the 
reform prtKcss, of which the present bud¬ 
get proposals are integral parts, we may 
examine these proposals against the stated 
objective, keeping lecent trends in mind. 

In essence, the major worry of the gov¬ 
ernment appears to be the capital goods 
industry, the presumption being that: 

(a) the growth of the economy is prima¬ 
rily determined by the investments in 
plant and machinery, and 

(b) such investments arc constrained by 
the non-availability of the required 
capital gomls. 

Running parallel to the policy of raising 
the supply of capital goods is the policy of 
lowering tariffs for imported capital goods 
for some industries to allow them to up¬ 
grade their technology and make their 


products competitive in the international 
market. This strategy is clearly aiming for 
export-led growth. Ihequestions that need 
to be asked then are: 

(i) are these strategies dictated by facts? 

(ii) arc they logically consistent? 

(iii) are the budget proposals consistent with 
these strategics? 

Growth is generally taken to be a result 
of investment (particularly in plant and 
machinery), although empirical studies 
reveal that productivity is at least equally 
important [De Long and Summers 1994]. 
Productivity is a function of the ‘quality’ 
of the factors of production (i e, technol¬ 
ogy embodied in the capital goods, and the 
skill of the labour force) as well as the 
level of investment itself. Thus, a compre¬ 
hensive growth orientation must address 
the issues of raising the level of invest¬ 
ment in the economy, speedy upgradat- 
ion of technology, and raising the skill 
level of the labour force. The present 
strategy completely ignores the last, but 
addresses the other two, even if inad¬ 
equately. 

The present policy also makes the mis¬ 
take of equating investment with produc¬ 
tion of capital goods industry. If savings 
has anything to do with investment, then 
the rising government dissavings arc ob¬ 
vious dampeners for investment; the grow¬ 
ing revenue expenditures and the resultant 
revenue deficits will pre-empt a large part 
of the household savings that could be 
invested. Also, the measures aimed at 
raising the production of the capital goods 
sector actually treat the symptoms rather 
than the disease, as without tackling the 
basic reasons underlying the stagnation in 


Tam k I : Tkends in Ri* um, ExreNDmiitrs and DU'icrrs of the Govfjwment of India 


(Rs crore) 



I9<>0-91 

Actuals 

1991-92 

Actuals 

1992-93 

RE 

1992-93 

Actuals 

1993-94 

BE 

1993-94 

RE 

1994-95 

BE 

.) Revenue receipts 

54954 

660-17 

78279 

74128 

84209 

76166 

86084 

(i) Tax 

42978 

50070 

58179 

54044 

62739 

54473 

62742 

(ii) Non-lax 

11976 

15977 

20100 

20084 

21470 

21693 

23342 

t) Capital receipts 

39015 

38528 

39245 

36178 

42800 

58646 

59615 

(i) I>i.\invesln)enl of PSUs 

— 

3018 

3500 

1961 

3500 

2500 

4000 

(ii) Loan recoveries 

5712 

6020 

6225 

6356 

6655 

6655 

6700 

(iii) Dorrowmgs, etc 

33303 

29470 

29520 

27861 

32645 

49491 

48915 

•) Total receipts 

93969 

104575 

117524 

110306 

127009 

I348I2 

145699 

.) Non-Rlan expenditure 

76933 

80469 

87754 

85958 

90072 

97846 

105117 

(i) Revenue, o/H/iifh 

60896 

67234 

74462 

72925 

77625 

83870 

90749 

Interest 

21471 

26563 

32500 

31035 

38000 

37500 

46000 

(ii) Capital 

16037 

13235 

13292 

13033 

12418 

13976 

14368 

) Ilan expenditure 

28365 

30961 

36973 

36660 

41251 

46026 

46582 

(i) Revenue 

12620 

15074 

20518 

19777 

24185 

26354 

28062 

(ii) Capital 

15745 

15887 

16455 

16883 

17066 

19672 

18520 

') Total expenditure 

105298 

111430 

124727 

122618 

131323 

143872 

151699 

) Revenue expenditure 

73516 

82308 

94980 

92702 

101839 

110224 

118811 

) Capital expenditure 

31782 

29122 

29747 

29916 

29484 

33648 

32888 

(i) Revenue deficit 

18562 

16261 

16700 

18574 

17630 

34058 

32727 

(ii) Primary deficit 

23134 

9729 

4222 

9138 

-1041 

21051 

8915 

(iii) Budgetary deficit 

11347 

6855 

7202 

12312 

4314 

9060 

6000 

(iv) Fiscal deficit 

44632 

36325 

36722 

40173 

36959 

58551 

54915 


mrce: Budget M a (Hanre, various issues. 
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the capital goods industry, the budget only 
provides sops to them. Ibis is not the first 
time that the capital goods industry is 
producing well below capacity; the same 
phenomenon has been ^served earlier 
also [Shetty 1978; Ahluwalia 198S; 
Pradhan 1990; and Maiti and Rao 1994j. 
While the stagnation can theoretically be 
due to one or more o( several factors 
representing the demand for and the sup¬ 
ply of capital goods, empirical analyses 
[Maiti and Rao 1994, fm'example] usually 
trace the problem to the demand factors. 
Prominent among them is the capital ex¬ 
penditures by the government sector. This 
is important for the capital goods industry 
due to three different reasons: 

(a) The investment in plant and maebin- 
cty by the government sector consti¬ 
tutes the major part of the demand for 
capital goods in the country; 

(b) Capital expenditure on infrastructure 
helps the capital goods industry in 
removing its supply bottlenecks, if 
any; and 

(c) Public investment in infrastructure en¬ 
courages investment in consumer 
goods industries also, which in turn 
reinforces demand for capital goods. 

Unfortunately, expenditure by the gov¬ 
ernment sector as a whole, and by the 
central government as well as the states 
separately, have remained stagnant in real 
terms since the beginning of the last de¬ 
cade. The share of capital expenditures in 
the total expenditures show a continuous 
decline over the last several years and 
since 1987-88, the per capita expenditure 
in constant prices has also fallen [Kao and 
Sen 1993). Taking the post-reform period 
itself, capital expenditure of the central 
government has remained virtually stag¬ 
nant from 1990-91 (Rs 31,782 crore) to 
the BE for 1994-95 (Rs 32,888 crore) even 
at current prices (Table 1). As a ratio of 
GDP, it has actually fallen from 6 per cent 
in 1990-91 to only 3.6 per cent in the BE 
for 1994-95 (Table 2). Even considering 
the capital expenditure (inclusive of 
loans) on the infrastructural sectors 
only—transport, communications and 
energy—a similar trend is discernible 
(Table 3). From 11,7.7 and 1.3 per cent of 
the total capital disbursements in 1990-91, 
the shares of these sectors came down to 
8.3,9.1 and 0.2 percent respectively. Ihe 
BE for 1994-95 intends to bring down the 
share of these three sectors fgrther to 10.4 
(th|s would be an increase, but not enough 
torestm’e the 1990-91 proportion), 5.9 and 
0.1 per cent respectively. Under the cir¬ 
cumstances, it is not surprising that the 
capital goods sector is not recovering. 
What is worse, the present budget actually 
intends to cut capital expenditure even in 
nominal terms from Rs 33,648 crore in' 
1993-94 (RE) to Rs 32,888 crore. This is 


certain to affect the capital goods industry 
adversely. 

There is another possible reason fur the 
relative stagnancy of the capital goods 
industry. It js, after all, common knowl¬ 
edge that import duties arc being reduced 
in stages; producers of those capital goods 
whose import content is non-negligiblc 
may actually be waiting for the import 
duties to touch the targeted bottom; in¬ 
stead of importing now and paying higher 
import duties, they may prefer to import 
later and save on the customs duty payable 
on their imports. If this surmise is correct, 
then it would have been perhaps better to 
cut the import duties to the targeted levels 
in one go rather than doing it in stages, 
although it would have created difficulties 
for the domestic producers by requiring 
them to adjust to the changed circum¬ 
stances immediately. 

Another way of bringing about growth 
in the economy is to promote foreign 
investments. Even if it is assumed that the 
net effect of such foreign investments will 
be beneficial for the economy, it cannot be 
taken for granted that their inflow would 
start imm^iatcly after we open our doors, 
in sufficiently large quantities and in tbo.se 
areas where investments are most needed, 
to push up the rale of growth significantly; 
our policies and institutions may not sim¬ 
ply be attractive enough for the greatly 
mobile internationally investible funds, 
which have several alternative opportuni¬ 
ties with the opening up of the east Euro¬ 
pean economies including Russia and 
China. Guaranteed rates of return (as be¬ 
ing promised for the power sector) and 
reduced rates of corporate income tax 


(and capital gains tax) on foreign coApa 
nies (as announced in the present budget' 
may not be an adequate ofhet to the im^ 
tutional disadvantages of producing T 
India, particularly if it becomes possibx 
to produce outside India and still tatf 
advantage of the vast Indian market fo^ 
sales [Mookherjee 1993]. 

The reduction in the lending rate by oif 
percentage point announced in the preseiT 
budget is a step designed to lower the cof 
of capital and encourage investments. Thv 
is again a supply side measure; Ihe direal 
tion of its impact is unambiguous, but if 
significance is unknown, especially b^' 
cause the demand for investible funds f 
governed by an entirely different set d 
factors represented by the expected rate d* 
return. ' 

Other tax measures designed loivomoi 
investment and growth proposed in th 
present budget mainly relate to rcductic! 
in basic customs duty on project impor 
and general capital goods (from 35 ps, 
cent to 25 per cent), reduction in custon' 
duty on some inputs of the domestic cap* 
tal goods industry, and selective concer 
sions granted in excise duties and cu.* 
toms. The extension of MODVAT to tl 
petroleum and capital goods sector mi‘ 
also be taken as a measure towards tl! 
same end. Although the countervailii' 
duties arc designed to prevent a largt 
scale substitution of demand for domest 
cally produced capital goods by import 
if the quality of and the technology efl' 
bodied in the imported capital goods at| 
l>erceived to be better, then such a subst 
lutionmay still lake place. Ibesimplific', 
tion of the excise duty rate structure w; 


Tame 2: Ri-veniies, RxHi-.NDmi|tK% and Dw-v irs oi liit (iovi-RNMENToi' Indm 
(As percentages of <51)1’) 



1990-91 

Actuals 

1991-92 

Actuals 

1992-91 

RE 

1992 91 
Actuals 

1993-94 

BE 

1991-94 1994-'! 
RE BeJ 

(1) Revenue receipts 

10.4 

10.8 

II.1 

10.5 

10.5 

95 

9.4 i 

(i) Tax 

8 1 

8.2 

8.2 

7.7 

78 

6.8 

6.9 ; 

fii) Non-iax 

2.1 

2.6 

2.8 

28 

2.7 

2.7 

2.6 

(2) Capital receijAs 

7.1 

6.1 

5.6 

5.1 

5.1 

7.3 

6.5 , 

(i) Disinvestment of I'Sl Is 

0.0 

0.5 

0.5 

0.1 

0.4 

0.3 

0.4, 

(ii) Loan recoveries 

1.1 

1.0 

0.9 

0.9 

0.8 

0.8 

0.7 

(iii) Borrowings, etc 

6.3 

4.8 

42 

,1.9 

4.1 

6.2 

5.3 

(3) Total receipts 

17.7 

17.2 

16.7 

15 6 

158 

16.8 

15.9, 

(4) Non-Plan expenditure 

I4..S 

11.2 

12.4 

12.2 

11.2 

122 

II.5' 

(i) Revenue, of which 

II.S 

It.U 

10.6 

10.1 

9.7 

10.5 

9.9 

Interest 

4.0 

4.4 

4.6 

4.4 

4.7 

4.7 

5.0' 

(ii) Capital 

3.0 

2.2 

1.9 

1.8 

1.5 

1.7 

1.6. 

(5) Plan expenditure 

.5.3 

.5.1 

5.2 

5.2 

5 1 

5.7 

.5.1 

(i) Revenue 

2.4 

2 5 

2.9 

2.8 

3.0 

3.3 

3.1 

(ii) Capital 

3.0 

2.6 

2.1 

2.4 

2.1 

2.5 

2.0.' 

(6) Total expenditure 

19.8 

18 1 

17.7 

17.4 

16.4 

17.9 

16.6,1 

(7) Revenue expenditure 

13.8 

13.5 

11.4 

11.1 

12.7 

13.7 

13.0 

(8) Capital expenditure 

6.0 

4.8 

4.2 

4.2 

1.7 

4.2 

3.6 

(i) Revenue deficit 

3.5 

2.7 

2.4 

2.6 

2.2 

4.2 

3.6. 

(ii) Primary dcTicit 

4.4 

1.6 

0.6 

1.3 

-0.1 

2,6 

1.0.- 

(iii) Budgetary deficit 

2.1 

1.1 

1.0 

1.7 

0.5 

I.l 

0.7, 

(iv) Fiscal deficit 

8.4 

6.0 

5.2 

5.7 

4.6 

7.3 

6.0' 


Source: Computed on the basis of data given in Table I. 
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Mg overdue; it would help reduce a sub- 
lantial wastage of resources that was in- 
Olved in disputes, litigations, and tax 
Votdance strategies spawned by the com- 
licated structure The extension of 
k(X)AVT is also a positive measure, 
^ely to reduce inefficiencies resulting 
'om the cascading of the tax I he reduc- 
on in corporate income tax for domestic 
ompanies would increase their prufit- 
biiity, and may thereby encourage in- 
estment. Also, if their products are to 
ompete in the international market, then 
'le taxes they pay should not become the 
,ccisive handicap. In this context, it should 
e pointed out that an overhaul of both the 
lompanics Act and the structuie of the 
prporate income tax (particularly with 
sspect to the surcharge levied, and the 
uestion of integration of personal in- 
omc tax and corporate income tax) is still 
.ending. 

' On the expenditure side also, there is 
'ttle that can be construed as growth- 
iducing. We have already pointed out the 
(agnation in capital expenditures and it.s 


negative impact on growth. Although rev¬ 
enue expenditures have grown fast, the 
growth has been in areas that may not raise 
investments by any appreciable amount. 
'Ihe increase of Rs 23,378 crorc in rev¬ 
enue expenditure in 1993-94 (RE)overthe 
1992-93 figure as per the Annual Finan¬ 
cial Statement works out to an increase of 
about 20 per cent (Table 3). Out of this, the 
increase in three key infrastructural sec¬ 
tors of energy, U'ansport and communica¬ 
tions accounted for only Rs 5,686 
ctore—Rs 546, Rs 3,045 and Rs 2.095 
crorc respectively;’ in contrast, interest 
payments alone went up by Rs 6,465 crorc. 
The Bli for 1994-95 projects an increase 
of only Rs 3,516 crorc in the revenue 
expenditure on these three budgetary 
heads, while interest payments are slated 
to go up by Rs 8,.500 crorc. 'Ihcse numbers 
clearly show that although revenue 
expenditures of the central government 
arc increasing fast, it is not due to in¬ 
creases in expenditure on (he infrastructural 
sectors. Coupled with low capital expen 
ditures, such a trend implies inadequacies 


in both investments in and maintenance of 
infrastructural services. The growth im¬ 
plications of this cannot but be negative. 

It thus appears that on the whole, the 
elements of the {»-esent budget designed to 
encourage growth may not be sufficient, 
on their own, to achieve the stated objec¬ 
tive. In our view, this is mainly due to tbe 
abiding faith that the present budget seems 
to have in supply-side policies although 
the weight of evidence suggests that at the 
present juncture, the demand factors, capi¬ 
tal expenditures by the government sector 
in particular, are more important. An im¬ 
portant factor influencing demand for in¬ 
vestment is macro-economic stability. All 
(hvestors value stability becau^ they al¬ 
ways base their investment decisions on 
expected values of relevant variables; any 
significant instability throws these calcu¬ 
lations awry and increases the risk in¬ 
volved . In other words, the risk discounted 
rate of return on capital (which is the 
highest cost of capital at which invest¬ 
ments can be undertaken) is lower in un¬ 
stable economies than in stable ones. This 


1 

TaWI- I-.CFNTRM OoVFRNMLVI'EXPENOmiitEf 



(Rs crore) 

‘xpendituie Item 

l‘)90-9I 

Actuals 

1991-92 

Aclu.ils 

1992-93 

RI-. 

I992-''3 

Actuals 

1993-94 

Bli 

1993-94 

RE 

1994-95 

BE 

0 Revenue disbunemenis* 

91III 

102399 

1I91I5 

116628 

131215 

14006 

158847 

. Of which 

(100) 

(100) 

(100) 

(100) 

(lOO) 

(100) 

(100) 

(1) Interest payments 

21471 

26563 

32500 

31035 

38000 

37500 

46000 


(23.0) 

(25.9) 

(27.3) 

(26.6) 

(29.0) 

(26.8) 

(29.0) 

(2) Power and energy 

918 

947 

1073 

707 

1222 

12.52 

1394 

' Ofwhich 

(10) 

(0.9) 

(0.9) 

(0.6) 

(0.9) 

(0.9) 

(0.9) 

(i) Power 

636 

650 

840 

482 

922 

953 

1053 

1 

(0.7) 

(0.6) 

(0.7) 

(0.4) 

(0.7) 

(0.7) 

(0.7) 

(ii) Petroleum, coal and lignite 

219 

215 

144 

142 

146 

146 

168 


(0 2) 

(0 2) 

(0.1) 

(0.1) 

(0.1) 

(0 1) 

(0.1) 

(3) Transport 

13078 

14795 

17384 

16966 

20314 

20010 

21787 

Ofwhuh 

(14 4) 

(14.4) 

(14.6) 

(14.5) 

(15.5) 

(14 3) 

(13.7) 

(i) Railways 

124.32 

14114 

16527 

I61I5 

19455 

18996 

20805 


(13.7) 

(1.3.8) 

(13.9) 

(13.8) 

(14.8) 

(13.6) 

(13.1) 

• ( 4 ) Communications including (xistai services 

4448 

5079 

5755 

5968 

7885 

8063 

9662 


(4.9) 

(3) 

(4.8) 

(5.1) 

(6.0) 

(5.8) 

(6.1) 

(S) Subsidies including debt lelief lo farmers 

12158 

12253 

12108 

12043 

8376 

12400 

9463 


(13 3) 

(12) 

(10.2) 

(10 3) 

(6.4) 

(8.9) 

(6.0) 

11) Capital disbursements*'*' 

34114 

.32614 

37887 

38205 

37903 

46664 

40513 

Ofwhich 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(I) Power and energy 

3748 

3036 

3195 

3186 

3772 

3988 

4194 


(11.0) 

(9.3) 

(8.4) 

(8.3) 

(10.0) 

(8.5) 

(10.4) 

(i) Power projects 

2733 

2250 

2254 

2267 

2803 

3048 

3511 


(8.0) 

(6..9) 

(5.9) 

(5.9) 

(7.4) 

(6.5) 

(8.7) 

(ii) Petroleum, coal and lignite 

1013 

782 

936 

915 

960 

931 

669 


(3 0) 

(2.4) 

a.5) 

(2.4) 

(2.5) 

(2.0) 

(1.7) 

(2) I'ransport 

2613 

2657 

2872 

3473 

2202 

2iSi 

2410 

Ofwhuh 

(7.7) 

(8.1) 

(7.6) 

(9.1) 

(5.8) 

(4.6) 

(5.9) 

(i) Railways 

1632 

1756 

1935 

2446 

960 

960 

1150 


(4 8) 

(5.4) 

(5.1) 

(6.4) 

(2.5) 

ai) 

0.8) 

(3) Communications including postal set vices 

432 

63 

59 

76 

65 

54 

54 


(1.3) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.1) 

(0.1) 


igutes in paicDtheses indicate shares in total revcnue/capital expenditure. 

'oler. +■ l-'igures of expenditure given here diFler from ihose given in Table I. See the Expenditure Budget for reconciliation .of the figures given in 
differenl budget diicunienir. 

I * Excluding stales' share of exci-se duties and disbursement of union territories. 

* ** Includes loans advanced but excludes public debt 

*fuirce: Annual Fmanciat Statements, various yetirs. 
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ineViuMy reiulU in lower invegtments in 
unMbie economies and lo^r growth in 
tuiti ■ Therefore, stability is not just a short- 
run concern—it has signiHcant long-term 
crtects. It is to this aspect of the budgetary 
policy that we turn now. 

Ill 

Stability Issues 

By now, it is mdely recognised that large 
and persistent fiscal imbalance right from 
the early 80s was the principal cause of 
macro-economic and balance of payment 
difficulties, which eventually led to a severe 
economic crisis in the latter part of 1990. 
After a phase of political instability when 
the new government came to power in June 
1991, a series of measures were taken to 
restore macro-economic stability. A critical 
component of this programme was fiscal 
compression. After four budgets, it is im¬ 
portant to evaluate the extent of success of 
the government in achieving fiscal pru¬ 
dence. Unless the basic factors which con¬ 
tributed to the fiscal imbalances are idcnli- 
Hed and corrected, there is every likelihood 
of the economy reverting to the crisis situa¬ 
tion. Besides, the methods of fiscal adjust¬ 
ment can have adverse reiiercussion on eco¬ 
nomic growth in the medium- and long¬ 
term context, particularly if the adjustment 
is achieved by compressing capital outlay 
and maintenance expenditure in the 
infrastructural sectors. 

It has been pointed out by several com¬ 
mentators that the emphasis placed on re¬ 


ducing fiscal deficit to achieve fiscal correc¬ 
tion was clearly inappropriate [Rakshit 
1991]. In particular, the concept of Hscal 
deficit neither gives an idea of tlie extent of 
governmental dissaving, nor docs it indicate 
the inflationary potential of the budget. In 
fact, the fiscal deficit figures can be manipu¬ 
lated by undertaking disinvestment or re¬ 
sorting to measures like appropriating the 
profits of the RBI (which was earlier used 
mainly for refinancing) and drawal of re¬ 
serves and surpluses of public entcrpri.ses 
(which could have been used for reinvest¬ 
ment). It is also possible to reduce the fiscal 
deficit by compressing investment and main¬ 
tenance expenditures on social and eco¬ 
nomic infrastructures which, as mentioned 
earlier, could have adverse effects on eco¬ 
nomic growth. Yet, the government contin¬ 
ued to target fiscal deficit reduction partly to 
fulfil the IMF conditions and also because, 
targeting fiscal deficit rather than 'rev¬ 
enue’ deficit gave it larger flexibility. 

What is, however, a matter of concern is 
that the government could not reduce even 
fiscal deficits as planned, despite adopting 
thequestionable methods mentioned alxive. 
The fiscal dcficit-CJUP ratio was reduced 
from 8.4 per cent in 1990-91 to 5.7 per cent 
in 1992-9J, but thereafter it increased sharply 
to 7.) per cent in 1993-94 (RE) and is 
budgeted at 6 percent in 1994-95 (Table 2). 

'I'hedisaggrcgatcd analysis of the revenue 
and expenditures of the union government 
brings out the trend in fiscal deficit in terms 
of Its various components. The figures pre¬ 
sented in Tables 1 to 4 bring out several 


notable issues, some of which we outUnf 
below. ? 

The fiscal deficit fell during the first ter 
years of the reform from 8.4 per cent of thi* 
GDP to 5.7 per cent of GDP, but increase!' 
sharply to 7.3 per cent in 1993-94. Al* 
though, It is budgeted at a lower level 0^ 
6 per cent in 1994-95, recent experienc" 
casts doubts on the ability of the govern' 
ment to restrict the deficit at that lever 
particularly when 10 states arc scheduled tf 
go to the polls during the year. This reduci 
tion of 1.3 percentage points is expected tt' 
be achieved by reducing mainly the nonf 
plan revenue expenditure (0.6 points) aoi' 
plan capital expenditure (0.5 points). Af 
objective assessment of the fiscal situation 
however, casts doubts on the ability of thi' 
government to restrict Uie deficit at thi' 
level for two different reasons. First, it i' 
doubtful whether the government can con 
tain the expenditure at the budgeted leve' 
which is projected to gmw at only S.S pe* 
cent as compared to the growth of 17.4 pe, 
cent in 1993-94 and 11.9 per cent in 1992' 
93. In fact, tlic revenue expenditure is pro' 
jeeted to grow at 7.8 per cent and revenw^ 
expenditure excluding interest payments ii 
budgeted to remain at the same level as ir 
1993-94 (RE) even in nominal terms. Attht 
same time, the number of employees ii' 
expected to increase by about 40,000, At 
inilalion reaches the double digit level, it ii 
difficult to see how the expenditures will be' 
contained at the Ixidgctcd level. .Second, ir 
spite of removing the surcharge on personal' 
income tax, reduction in corporation tax' 


Table 4; t'tonxAl Oovhinment Expenditiiiie as PbunrNTACE of (iDP 



1990 91 
Actuals 

1991-92 

Actuals 

1992-93 

RIi 

1992-91 

Actuals 

1991-94 

HP. 

1993-94 

Rl- 

1994-95 

BE 

(A) Revenue expenditure 

n.RJ 

11.50 

11 46 

11.21 

12 70 

1174 

12.98 

(F) Non-Plan revenue expenditure 

(1) Interest payments 

4.05 

4.16 

461 

4.40 

4 74 

4 68 

5.03 

(2) Defence 

2 05 

1.88 

1 75 

1 72 

I.7I 

1.86 

1.77 

(3) Subsidies (inci debt relief to farmers) 

2 29 

2 01 

1.72 

1 71 

1 04 

1 55 

1.03 

(4) Grants to statcs/llls 

0.75 

0.64 

018 

017 

0 28 

0 10 

0.26 

(5) Others 

(i) General services 

1 29 

1 14 

1 18 

1.25 

I.IO 

1.18 

1.08 

(ii) Social services 

014 

0 12 

Oil 

010 

010 

Oil 

0.29 

(III) Fconomic services 

0 47 

041 

0 18 

018 

0 12 

(»*^9 

0.38 

(iv) {\>sui services 

0 04 

0 01 

0 02 

001 

0.02 

0 02 

0.01 

(v) Grants to foieign governments 

001 

002 

0.02 

0.02 

0 02 

0 02 

0.02 

(vi) hxponlTIs without legislature 

0 l» 

0 19 

0 17 

0.18 

0 16 

0.1 1 

0.06 

Total non-Plan revenue expendituic 

II 47 

II 01 

10 55 

1011 

9 68 

10 46 

9.92 

(II) Plan revenue expenditure 

(1) Central Plan (budget support) 

I 5H 

1 48 

1 67 

1 72 

1 86 

1 97 

1.98 

(2) Central assisunce for stalc/I IT Plan 

0 80 

1.00 

1 24 

1 18 

1.16 

1.11 

1.09 

Total Plan revenue expenditure 

218 

2 47 

291 

2 89 

102 

1 29 

3.07 

(B) Capital expenditure (including R>ans) 

5 99 

4.78 

4.22 

4 15 

168 

4 20 

3.59 

(1) Non-Dan, of which 

102 

2 17 

1.88 

1 85 

1 55 

1 74 

1.57 

Loans and advances to states/! 11 s 

1.41 

091 

0 69 

0 6 7 

0 55 

0.62 

0.57 

(2) Dan, of which 

2.97 

261 

2.11 

2 10 

2.11 

2.45 

2.02 

Capital assistance to slales/1 'Ts 

1 25 

1.27 

1 22 

1 16 

1 m 

I 11 

1.02 

(C) Total expenditure 

19.84 

18 28 

17 68 

17.17 

16 17 

17 94 

16.58 

f 1) Total Dan expenditure 

5.14 

5 08 

5 24 

5 20 

5 14 

5.74 

5.09 

(2) Total non Plan expenditure 

14 49 

13 20 

1244 

12 18 

II 21 

12 20 

11.49 


Source: Budget documents of relevant years. 
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rates and import daties, the tax revenues 
are expected to grow at 13.5 per cent in 
1994-95. The expected loss of Rs 2.600 
crote in tax revenue has been simply as¬ 
sumed away. It may also be noted that the 
revenue from corporation tax is budgeted to 
increase by 18.9 per cent and that from 
union excise duty by 15.6 per cent. The 
present industrial climate does not provide 
any basis for such an optimistic estimate. 
Oming on the heels of the high deficit in 
1993-94, a high deficit in 1994-95 could 
seriously undermine stability. 

As mentioned above, during the first two 
years of fiscal adjustment, the fiscal deficit 
was reduced by 2.7 percentage points (from 

8.4 per cent to 5.7 per cent). This was 
achieved mainly by reducing capital expen¬ 
ditures (1.8 percentage points). What is 
more, even the sharp increase in fiscal defi¬ 
cit in 1993-94 was due to rising revenue 
expenditures and the proportion of capit.(l 
expenditure to GDP in the year was constant 
at 4.2 per cent and is budgeted to decline 
further to 3.6 percent in 1994 95..Thus, the 
Hnance ministry's claim that the increase in 
fiscal deficit in 1993-94 (Rli) over budget 
estimates was a result of the altcinpts to 
revive the demand factors, particulai'ly for 
thecapital good.s industry, in an underheated 
economy is unsustainable. The increases in 
specific revenue expenditures that are pri¬ 
marily responsible for tlic larger deficit 
(along with the lower tax collectionsV can¬ 
not easily be seen as stimulating investment 
in tlic economy. 

It is seen that while the increase in fiscal 
deficit in 1993-94 was occasioned by an 
increase in the revenuedeficit, the reduction 
in fiscal deficit in the first two years «>f the 
reform was achieved mainly by compress¬ 
ing capital expenditures. Thus, in the first 
two years of adjustment, the revenue deficit 
showed much less downward flexibility as 
compared to capital expenditures. Taking 
these as ratios of GDP, the decline in the 
former wasjust about 0.9 percentage points, 
while that of the latter was twice that num¬ 
ber (1.8 points). Within the revenue ac¬ 
count, therevenueexpenditure could hardly 
be compressed. In fact, after three years of 
adjustment in 1993-94, the projKvtion of 
revenue expenditure of GDP stood almost at 
the same level as in 1990-91. At the same 
time, the tax-GDPratio actually declined by 

1.4 percentage points. Though this was par¬ 
tially offset by increases in non-tax rev¬ 
enues (0.4 points), the revenue deficit posi¬ 
tion worsened in 1993-94 as compared to 
1990-91. 

The ratio of non-plan revenue expendi¬ 
ture to GDP showed a decline of about 1 
percentage point in 1993-94 over 1990-91, 
and this was mainly due to the decline in 
defencemtpenditure, subsidies and grants to 
state governments (Table 4). Tlie plan rev¬ 
enue expenditure, in contrast, showed a 


steady increase. The decUne in capital ex¬ 
penditure was mainly due to reduced capital 
assistance to states, particularly on the non¬ 
plan account. 

In many respects, the quality of fiscal 
deficit in 1993-94 was inferior to that of 
1990-91. First, the share of revenue deficit 
in the fiscal deficit in 1993-94 was as much 
as 57.5 percent as compared to41.7 percent 
in 1990-91. Second, in 1993-94 the share of 
capital expenditure in GDP at 4.2 per cent 
was much lower than that in 199(^91 (6pcr 
cent). Tliird, while the fiscal deficit in 1993- 
94 was lower by about one percentage point 
than in 19‘X>-91, this has been achicveil by 
taking away profits and reserves of RBI and 


puUic enterprises which could have be# 
used for refinancing or for reinvestmeom 
The discussion above does not bring 
any budgetary developments that would jup 
tify optimism with regard to stability; tK 
sad fact is that even after four refonn btt^ 
gets, stabilisation remains an eliffiive got^^ 
The finance minister has taken the credit fT| 
reducing the inflation rate from 17 perc(ii| 
in August 1991 to 8.5 per cent in Februaj) 
1994. This must be attributed more to t|ij 
favourable monsoons in the last three yea^Ig 
(and the absence of any external shock) thj.* 
to the fiscal corrections undertaken by ti!t, 
government. Further, the foodgrains oi^T, 
put in recent years has not shown an increa f 


Table 5: Gross/Net Transfers to States as Percentage op GDP A 

t 



1985-86 

1990-91 

1991-92 

1992-93 

1993-94 

1993-94 1994-1, 


Actuals 

Actuals 

Actuals 

Actuals 

BE 

RE 

BE,,. 

(I) Currenl transfers 







1 ' 

(1) Shared taxes 

2.86 

2.74 

2.82 

2.91 

2.75 

2.77 

2.67' 

(i) Union excise 

2.14 

1.96 

1.98 

2.05 

1.86 

1.80 

1.77|t 

(ii) Income tax 

0.70 

0,78 

0.84 

0.86 

0.89 

0.97 

0.90., 1 

(2) Grants in aid 

2.78 

2.55 

2.66 

2.59 

2.47 

2.71 

2.18', 

(i) Non-l*lan 

0.72 

079 

0.74 

0.45 

0.31 

0.41 

0.28V 

(ii) Plan 

2.06 

1.75 

1.92 

2 14 

2.16 

2.30 

I.90V 

(a) State I’lan 

1 04 

0.80 

1.00 

1.18 

1.10 

1.31 

1.09,’ 

(h) t'entral nan 







l'‘ 

and t'SS* 

1.02 

0.95 

0.92 

097 

1.05 

0.99 

0.8l,;i 

(3) (iross current transfers 

5 63 

5 28 

5.48 

5.50 

5.22 

5.48 

4.85'' 

(4) Intcre.st payments 

0.71 

0 97 

1.08 

Ml 

1 22 

1.21 

1.22 ’ 

(5) Net current transfers 

4.92 

4 31 

4.41 

4.39 

4.00 

4.27 

3.63.,) : 

(II) Capital transfers 







4 t 

(I) Non-Plan loans 

2.64 

1.61 

1.05 

0.84 

0.71 

0.81 

0.68 I 

(a) Small savings 

Ml 

1.33 

0.90 

0.60 

0.56 

0.62 

0.56 \ 

(b) outers* • 

1.53 

0.28 

0.15 

0.24 

0.15 

0.19 

0.i2{l 

(2) Han loans 

1.72 

1.27 

1.32 

1.18 

1.12 

1.33 

1.04' r 

(a) Suie Plan schemes 

1.65 

1.25 

1.27 

1.16 

1.09 

1.31 

I.02r' 

(b) Central plan 








andrss* 

0.07 

0.03 

0.05 

0.02 

0.03 

0.02 

0.02, ''i 1 

(3) Total capibil Iranslers 

4.36 

2.88 

2.37 

2.02 

1.83 

2.14 

1.72V 

(4) Repayment of loans 

1.04 

0.88 

0,62 

0.66 

067 

0.70 

0.57 J, 

(S) Net capital transfers 

3.32 

2.C1 

1.75 

1.37 

1.16 

1.45 


Total transfers (gross) 

9.99 

8.17 

7.85 

7.52 

7.05 

7.63 

6.56j, 

Total transfers (net) 

8.23 

6.32 

6.15 

5.76 

5.15 

5.72 

4.77" 

I-i.scal deficit 

8.27 

8.41 

5.96 

5.71 

461 

7.30 

6.00' • 

* Revised estimates instead of actuals. 







** Includes short term loans (Ways and means advances, for agricultural 

inputs. 

and to clear ov,; 

dralts with RBI). 








Source: Budget documents. 







1 > 

ih 

Tabu 6: Shari, of Central to States in CIross RiBn-im (Reveniib ■*> Capital) 



OF THE Centre 












(PereJ^i. 


1985-86 

1990-91 

1991-92 

1992-93 1993-94 

1993-94 1994e 


Actuals 

Actuals 

Actuals 

Actuals 

BE 

RE 

BBi 

h* 

(I) Current transfers 







i 

(I) Gross current tran.sfers 

28 3 

25.9 

27.4 

29.7 

28.1 

28.0 

26.i.r. 

(2) Interest payments 

3.6 

4.8 

5.4 

60 

6.6 

6.2 

6 .^!, 

(3) Net current tfansfers 

24.7 

21.1 

22.1 

23.7 

21.5 

21.8 

19.5t 

(11) Capital transfers 







• 

(1) Gross capital transfers 

21.9 

14.1 

11.9 

10,9 

9.9 

10.9 

9.2, 

(2) Repayment of loans 

5.3 

43 

3.1 

35 

36 

3.6 

3 .lj 

(3) Net capital transfers 

16.7 

9.8 

8.7 

7.4 

6.2 

7.4 

6.2'',i 

Total transfers (gross) 

50.2 

40.0 

.39 3 

40.6 

37.9 

38.9 

35.3,*, 

Total transfers (net) 

41.4 

30.9 

30.8 

31.0 

27.7 

29.2 

25.7^, 


Sourer. Computed on the bases of data given in I'ahle 5. 
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ing trend but has stabilised around 170 
million tonnes, which is barely adequate to 
feed the population. Even with the buffer 
stodc of 23 million tonnes, a bad year for 
agriculture can quickly create a highly un¬ 
stable situation. 

It must be noted that it is the states which 
have a greater role in providing adequate 
social and economic infrastructure, and the 
prospect of both agricultural and industrial 
growth will binge on the ability of the states 
to provide these services. At the same time, 
given the spiralling expenditures on interest 
payments, wages and salaries and subsidies, 
the states’ ability to provide infrastructural 
facilities will critically depend upon the 
resources available and more particularly, 
the central transfers. An analysis of the 
central transfers to the states in the con¬ 
text of the centre’s own expenditure com¬ 
pression is therefore necessary to examine 
the prospects of infrastructural availability. 

IV 

Transfers to Stotes- 

From around the middle of the previous 
decade, states as a whole have started to 
show re venue deficits in their budgets. Rela¬ 
tively rich states like Punjab, Haryana and 
Mah.irashtra also have not been able to 
contain their revenue expenditures within 
the revenue receipts in recent years. 'Hiose 
states that did show a surplus did it at a very 
low level of expenditure. Since contractual 
payments like interest payments take prece¬ 
dence over other items of expenditure, and 
because wages and salaries and various sub¬ 
sidies apiicar to be priority items (probably 
due to political econonr,ic factors), expendi¬ 
ture on economic services and capital ex¬ 
penditures in general have borne the brunt of 
the scarcity of resources. For the relatively 
poor states, central transfers often form a 
substantial part of their resources; in the 
prc.scnt scenario, these have become impor¬ 
tant for almost all the states. In this situa¬ 
tion, the impact of the central budget can be 
felt through the impact of the state budgets 
also, although it would not be readily iden- 
tiHablc as such. 

Tables S and 6 show the trends in central 
transfers to states and union territories (sim¬ 
ply states for the sake of brevity) during the 
recent period. One of the interesting facts to 
be noticed is that the share of net central 
transfers to states as a ratio of GDP has been 
declining steadily in recent years; from 8.2 
per cent in 1985-86, it fell to 6.3 per cent in 
1990-91, and fell further to 5.7 per cent in 
1993-94 (RE). The present budget seeks to 
lower this ratio further to only 4.8 per cent. 
If we look at the trends in fiscal deficit as a 
ratio of GDP, it becomes apparent that much 
of the burden of reducing the fiscal deficit 
has been passed on to the states. Between 
1990-91 and 1993-94 (RE), fiscal deficit has 


fallen by 1.1 pocentage points, of which 0.6 
points have been achieved by reducing net 
transfers to states. In the present budget, of 
the 1.3 percentage points reduction in fiscal 
deficit intended, 0.9 points are slated to be 
through cutting central transfers further. 
These figures show clearly that the centre 
has shifted the larger shareof the adjustment 
burden on to the states, and at least intends 
to do so in the year 1994-95 as well. Given 
the difficulties that the states arc having in 
raising enough resources to meet the grow¬ 
ing expenditures, the dwindling central trans¬ 
fers (relative to GDP) are likely to cause 
cutbacks in the sectors which are most vul¬ 
nerable. I¥eviousstudies[RaoandScn 1993, 
for example] indicate that capital expendi¬ 
tures and the maintenance of capital a.s.scts 
are the first casualties of resource con¬ 
straints. Tliis possibility reinforces our res¬ 
ervations regarding growth pnispccts ex¬ 
pressed above 

Of the planned reduction in net central 
transfers to states in the present budget 
amounting to 0 9 per cent of GDP, 0.7 
percentage points are through reduction in 
plan transfers Although it is difficult to 
posit a strong relationship between plan 
expenditures and development in any par¬ 
ticular state, the likely drop in plan expen - 
ditures at the state level as a result of the 
reduced central assistance may have an 
adverse long-term impact on the economy. 
The higher proportionate reduction in capi¬ 
tal transfers to states, as compared to the 
current transfers, can have a similar effect 
through lower investments by the states. 
In fact. Table 6 shows that net capital 
transfers as a ratio of gross receipts of the 
centre show a steady fall since PW()-91, 
from 10 per cent to 6 per cent in 1994-95 
(BE). The rise in 1993 94 (RH) is an 
exception to this falling trend. If these 
capital transfers actually translate into 
investments by states to a substantial ex¬ 
tent, then the negative impact of this trend 
can be easily gauged 

V 

Concludint; Remarks 

The government of India has been 
emphasising the need for widespread eco¬ 
nomic reforms ever since the economy 
pulled back from the brink of a crisis in 
1991. .Some of these reforms have been 
pushed through, others are in the process 
of implementation and yet others are on 
the anvil. One of the major reasons for the 
situation reaching almost crisis point, vi£, 
unsustainable fiscal imbalance, however, 
continues to hover menacingly over the 
economy despite being within the imme¬ 
diate control of the government, llie un¬ 
willingness and/or the inability of the gov¬ 
ernment tocontrol its own expenditures in 
areas where they need to be cut has re¬ 


sulted in strategies to reduce Hscal 
(like cutting capital expenditure and 
ing on the adjustment burden to the itate 
which arc questionable and counter)^ 
ductive. While these strategies contimi 
to hold sway, the measures to promotitl 
investment contained in the latest budgc!j* 
are almost entirely confined to the lupidJ" 
side, although availableevidencesuggesl||)' 
that the problem lies on the demand sidtrl* 
We have also argued above that the strtt.i" 
egy of sacrificing fiscal prudence (ailitl' 
possibly stability of the economy) in thif 
interest of growth that has been advance;''^ 
to defend the ri.sing deficits 
unconvincing, such a strategy would lea' '' 
to neither growth nor stability. 

Notes 


t. 


!i 

1 As an example, sec ('helliah (1994) for a etf< 

tique ol the .mompt tu iiicoiponte equity ooi| 11 
si<lcration.s into the tax policy. ,i 

2 All the figures in this section are taken froiit i 
Budget at a Cllemre for the relevant yean, • 

t Hie figure.s for ‘communications' actually ovetj 
estimate the expenditure a-s a large part can l|l| 
desciihed a.s only book entry and not really ' 
outgo from the government sector on the give'' 
budgetary head. I*' 

•i* 
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Waiting for Private Investment 

Pulapre Balakrishn'an 

While the economic reforms appear to have had a positive effect on the trade balance their impact on production. . 
reflected in the figures for industrial growth, is far from evident. The budget reflects the government's concern for '• 
reviving this segment of the economy. However, the efficacy of the instruments chosen is run assured. The slow growth | 
of capital goods production suggests that this is very likely due to slack investment outlay. The private sector appears ! 
to be waiting for recovery. In the absence of a strategy to precipitate private activity the government is going to be left 
waiting for private investment. A simple measure that might have helped a little is recommended in this essay. But even ij 
this can only be a palliative. The most elementary analysis of events in the past three years points to the reason for 
the slow growth of industrial activity. This is the slow growth of capital spending by government. '\ 


EVEN though the government has ensured 
continuation of the process of liberalisation 
of the trade and payments regime, it is the 
performance of the industrial sector that 
emerges from a reading of the budget for 
1994-95 as the focus of concern. The reason 
for this concern is obvious, for the economic 
reforms have little to show in tenps of the 
petformanceof this segmentof the economy. 
It is striking that the manufacturing sector of 
the economy has grown at less than 2 per 
cent for the third year running. The govern¬ 
ment has rightly observed that the problem 
lies in the (negative) rale of growth of 
capital goods produebon, and the budget 
even suggests that it has recognised that this 
is very likely related to a continuing in slack 
private investment. However, much as tlie 
government needs an investmcnt-led recov¬ 
ery, I argue that the strategy that it has 
chosen to adopt cannot be expected to bring 
about a very marked reversal of the present 
situation. 

From the macro-economic point of view, 
the provisions in the union budget for 
1994-95 follow inexorably from the flood 
of public expenditure in I99.V94. It signals 
the end of Fiscal correction, and this is 
unfortunate. For even as one might have 
disagreed with the government’s interpreta¬ 
tion of macro-economic stability as a spe¬ 
cific number on the ‘fiscal deficit’ and re¬ 
coiled from the simple-minded offerings 
about the impact of the defleit on inflation 
and the balance of payments, any sensible 
economist would hold that a significant 
overhauling of the country's public finances 
is long overdue. This budget points to little 
progress having been made in that direction. 
An instance of this indigence is the over¬ 
shooting of the estimate on the pnmary 
surplus by over 2,000 per cent! We arc 
presented v.th the spectacle of a govern¬ 
ment that has repeatedly stressed fi-scal dis¬ 
cipline now no longer in control of the 
exchequer. In fact, the ‘raising’ of the target 
on the fiscal deficit for 1994-95 indicates 
precisely this. The logic of the Budget now 
lies unmasked. An exhausted government 
now waits for private investment to revive 
the economy. 


In what follows 1 take up first the question 
of the macro-economic stabilisation alleg¬ 
edly being pursued by the government and 
turn next to the strategy for an economic 
revival contained in the budget. 

I 

After the Deluge the Bonfire 
of a Verity 

A most egregiou.s aspect of this budget is 
the reversal of the government’s avowed 
commitment to 'fiscal correction’. Recall 
that the government has interpreted this to 
mean a reduction of the fiscal deficit, with¬ 
out any obvious concern for where the cuts 
fall. In fact, the reduction of the fiscal deficit 
has been the lodestar of the maao-cco- 
nomic stabilisation programme over the last 
three years. Now, coming into the fourth 
year of the programme the government has 
done a U-tum. I do not refer to the very 
considerable overshooting of the target for 
the deficit in 1993-94, but the fact is that the 
target for the coming year has been raised 
(from 6 per cent of GNP to 4.7 per cent). 
Thus, having berated us for three years on 
the need for macro-economic discipline, on 
the inflationary consequences of the deficit 
(though, even granung monetarist logic, it 
was harping on the wrong one), and, must 
intnguingly, on how “growth cannot be 
bought", the government has, quietly and 
without much ado, abandoned the verity 
that the reduction of the deficit is of the 
essence, aiid, more crucially, that it is all 
tliat is needed for growth to take place. But 
there is a ba''kdrop of developments in the 
economy agains’ which this has occurred, 
events that have given the government the 
confidence to proceed, as it were, and it is lo 
this that 1 now turn. 

State of Ec onom y is .1993-94 
(i) It's hunky-dory on the extet.'ol Jront 

There can be no doubt that there is a 
turnaround in the balance-of-paymcnls. A 
portmanteau indicator of its health is the 
level of foreign exchange reserves While 


the windfall represented by the capital in- , 
flows is certainly a part of the story, there 
can be no doubt that the trade balance has J 
improved very substantially. Moreover, this l 
improvement has been significantly con- 
tributed to by the quite impressive pick-up | 
in export earnings rather than by a reces- .1 
sion-induced slow-down in the growth of |> 
imports. The consequences of these deveU 
opments, especially for the subsequent 
moves of the government, remain unaf- 
fected by the query as to whether export .> 
figures reflect an increase in export earnings f 
per se or only an increase in their repatria- ^ 
tiun following upon the floating of the rupee 
for commodity transactions. Recall that the 
unification of the exchange rate since April ,) 
1993 had removed the incentive to stash ,* 
money away abroad. However, the fact re-,' 
mains that policy is somewhere responsible |1| 
for the export p^omuuice, and the govern- j, 
ment can take credit for it. Hnally, the (i. 
government has chosen to repay a substan- ^ 
tial part of the IMF loan ahewl of time. ‘'i 
Doubtless, it will make capital out of it, but p- 
then this is high politics and so had the 
government’s detractors gone to town when f' 
It had gone in for the loan in 1991. Ini> 
general, anyone wishing to retain some cred- 1 ; 
ibility even as a critic would be making a f 
mist^c not to recognise the developments i', 
on India's external front for what they are. i| 
There can be no doubt as to some success f>i 
here. t' 

1 ; 

(u) Prices: Yel single-digit inflation 

!»,' 

While the inflation rate in the year just*:. 
completed is perhaps higher dian the rate in 
the previous year, it is still below the two-,' 
digit mark and, arguably, steady. More im-j* 
ponantly, and even though the government ^*1 
can take little credit for it, in the public ^ 
mind, inflation is down compared to what itf ’ 
was when the present government took over.' ? ‘ 

r 

(III) Industry: Slow train coming (j 

■I 

However, the purple patch in the back-1| 
drop IS the rece.ssion-ridden industrial sec- 
tor. For the third year running we have had !i 
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wth of less than 2 per cent Apart from 
matter of the loss oi potential output and 
ihe consequent employment growth, slow 
growth of the industnal sector is damaging 
o the arguments for the type ot retorm that 
Ive have witnessed so far For it is from the 
^ustnal sector that one would have ex 
tected the largest response to the 
iberaJisabon process in general 

ly) Public expenditure Syiingmg' 

Clearly, it is with these three develop 
nents in mind that the decision ta hacklrack 
« Tiscal ‘correction has been undertaken 
Vith the external imbalance appearing sus 
unable right now and the inflalion rate 
otentially under control since the suxk ot 
oodgrains is substantial the govemineni 
tas apparently chosen to make a dash tor 
xowth In any case, it must have noticed 
hat the very large increase in the fiscal 
leficit dunng the current year has not sty 
(lied an improvement in the c urrent account 
If led to a much higher inflation latc But 
here is obviously a lourth aspect to which 
he slow-down on the reduction ot the fiscal 
teficit IS related I his is the flood of expen 
ature that has occuired III IWt d4 Since so 
nuch of the current discussion ot policy in 
he Indian economy is in terms of deficits 
t IS interesting to note that of the tour 
efinitions ot deficits in the budget the 
ovemment has overshot the budgctaiy cs 
mates by over 100 per cent in the case of 
tree ^ This explains to a Lirgc extent the 
decision’ not to move beyond the target for 
1C fiscal deficit in l‘W^ 04 It appears to 
ave become some sort of an economic law 
f democracies that with respect to public 
xpenditure, the tide never recedes In par 
cular, note something like a ratchet effect 
/hereby budgeted expenditure on revenue 
ccount exceeds not just the imount hud 
eted in the previous year but also that 
/hich IS actually incurred I hat this d(K*s 
ot extend to capital expenditure points to 
ow It IS capital spending that takes a cut 
/hen fiscal adjustment is being aitemptc'd 
lurthcr, what makes it difficult lor the argu 
tent that the figure for the fisc al deficit in 
993-94 being much higher than oiigin.illy 
,irgeted reflects a Keynesian strategy is that 
'hile barely a fourth ot the overshcxiting of 
Hal expenditure is on capital account more 
lanaquarlerot this is due tocapital expen 
tture on ‘Defence’ ’ 


Tabu (jbowth oi Pubuc ExpiNniniRs 

(Rs < lure) 


1992 93 

1991 94 

1991 94 

1994 9S 

Actuals 

Bu^ct 

Revised 

Budget 

ed 

,evenui: 92706 

101819 

110224 

II88II 

japital 29916 

2948t 

11648 

12888 


me Budget al a OUmi e The Union Budget 
for 1191 9S Budget Division Ministry 
of Finance 
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It would be naive to assume govern¬ 
ments in democracies choose the optimal 
level of the fiscal deficit with some tech¬ 
nocratic elan Budget making is hardly a 
simple accounting exercise More like 
the government’s borrowing requirement, 
or the fiscal deficit emerges as the out 
come ot a bargaining process which re 
suits in financial allocations accordiiig to 
the relative strength of the protagonists 
So rather than Ihe target for the fiscal 
deficit having been deliberately raised, it 
IS more like the government having fi¬ 
nally abandoned its project of lowering it 
to i per cent of GNP while the fund 
piogrammc was on No doubt, the 
government s economists must have been 
quick to grasp that the economic condi 
turns were not entirelv unfavourable to its 
resorting to this course 

Nevertheless the decision to put a brake 
on fiscal contraction is only part of the 
strategy to revive the non agricultural sec 
tor ot the economy Some more direct 
weapons have bet n adopted in the budget 
and I turn now to the efficacy of these 

11 

Logic of Budget: Desperately 
Seeking ‘Dhan-Asthra' 

The key to unocrstanding the slow 
growth of industry evei since the reform 
process started is the lack lustre invest 
ment performance of the private sector 
Ot course the current year has also wit 
nessed a higher value of capital goods 
imports over 1992 93 However I slick to 
arguing that the slow growth of demand 
tor domestically produced capital goods 
really stems tiom a low level ot invest¬ 
ment because the (dollar denominated) 
expenditure on capital goods imports into 
the economy is yet to reach the levels 
attained in the year 1990-91 Hence the 
belief that the slow growth of the capital- 
goods sector IS due to imports swamping 
domestic production following upon the 
lowering of tariffs cannot be sustained On 
the other hand we arc yet to find evidence^ 
that the level ot private investment in the 
economy has regained the level attained in 
1990 91 Of course the figurc> on private 
investment in the current year are not 
available However, we need not feel un¬ 
duly handicapped by the absence ot data 
on current investment The time lag be 
tween orders and deliveries can quite eas¬ 
ily account for the current year’s level of 
capital goods production in terms of the 
generally low level of pnVate investment 
in the two previous years 

Since industry is in recession an instru¬ 
ment to bring about its revival is needed 
Since It IS the capital-goods sector that is 
affected a rise in investment expenditure 
should, in one stroke, revive this segment 


of the industnal economy However, gov¬ 
ernment has actually reduced capital out¬ 
lay (Budget Estimates for 1994-95 over 
the Revised Estimates for 1993-94), so 
there can be no question of a public invest¬ 
ment led revival of industnal growth from 
this source Surely the government is aware 
of this Hence the ‘package for industry' 
This package has lour components a re¬ 
duction ot the rate of interest, a lowering 
ot the rate ot corporate tax, the extension 
of modvat to the capital-goods sector, and 
the lowering of tariffs on intermediate 
goods imports The tariff structure had, in 
certain instances, contnbuted to imported 
capital goods costing less than domesti¬ 
cally produced ones While the last of 
these measures will undoubtedly help make 
domestic capital-goods production more 
competitive the expansion ot capital- 
goods imports during 1993-94 is not, as I 
have argued earlier the problem Both 
imports of capital goods and private in¬ 
vestment arc yet to regain the levels of 
1990 91 Viewed over a longer perspec¬ 
tive therefore the slow growth of the 
capital goods sector is more than just a 
matter ot imports icpiac mg domestic pro¬ 
duction 

The extension of ‘Modvat’ to capital 
goods production also constitutes, along 
with the reduction of customs duty on 
intermediates a profound change on the 
supply side, both designed to make pro¬ 
duction more profitable My contention is 
that neither of these measures is likely to 
make much of a difference to whether we 
will see a icvival of investment What of 
the rest of the ‘package for industry”’ Of 
these the lower corporate tax rate will 
work to raise post-tax profits which will 
most likely result in higher dividends 
Whether all profits are saved and whether 
savings arc automatically invested is of 
couise an age old question in the eco 
nomics of growth Nor can the tax cut be 
expected to have an impact on the output 
decision ot profit-maximising firms So 
the direct effects on investment and out- 
put/employmcnl of the reduction in the 
corporate tax are unclear On the other 
hand the rate ot interest is, in theory, 
conventionally considered to be a deter¬ 
minant of private investment Experience 
tells a different story (hough In fact, we 
are by now aware that the single most 
crucial determinant of private investment 
in the Indian economy is the extent of 
capital formation in the public sector The 
reasons are obvious, for ‘crowding in’ is 
more like what describes the relationship 
between public and pnvajfe investment in 
most economies 

But what, in the absence of more public 
investment, we might ask, could the fi¬ 
nance minister have done towards bring¬ 
ing about a nse in private investment’’ He 
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cosy !»«« iamAMed a liaie-baiiad tax 
nbaae a* auicnt mveauneat. Being tem- 
poniy id nature it nuy be expected to 
provide an incentive for firms to act now. 
Since timing is of the essence here, that is, 
if we require private firms to go in fw 
investmentright now, atime-bound scheme 
is |»ecisely what is needed. Moreover, if 
the corporate tax were Jeft at its original 
level, the revenue implicatirms of such a 
move need not have been adverse. The 
role of any temporary scheme would be to 
bring forward a potential economic deci¬ 
sion. In the context of private mvestment 
decision-making this is often vital, as is, 
for instance now. It is possible to 
characterise the current slack in private 
investment as adecision to wait on the part 
of Arms. Since investment decisions are 
irreversible, waiting is often optimal when 
there is uncertainty both as regards future 
policy and the effects of both current and 
future policy on the economy. Such uncer¬ 
tainty is pervasive under conditions of 
macro-economic stabilisation and struc¬ 
tural ad}ustinent. It is in altering the ad¬ 
verse incentive structure that builds up 
during such phases that a temporary tax 
rebate on addition to plant and machinery 
helps revive private investment. What is 
on view in India currently is a hapless 
government waiting fw private invest¬ 
ment to raise the rate of growth of industry 
and a private sector waiting for the gov¬ 
ernment to get the economy to revive 
before committing itself to plans for ex¬ 
pansion of capacity. 

What emerges from all thif is that the 
budget's contribution to a revival of pri- 
vaie investment cannot be great. To re¬ 
peat, the allocation for capital expenditure 
in I994-9S is actually lower than that in 
1993-94, and tim latter was itself a year of 
low growth of industry, despite a baUoon- 
ing deficit Does this mean that deficits do 
not stimulate output growth? The answer 
is that the nature of expenditure is impor¬ 
tant. The public-investment multiplier, ap¬ 
parently, is higher than the public-expen¬ 
diture multiplier. This is the lesson to be 
learnt from the experience of the year now 
drawing toaclose. The budget has pumped- 
in demand alright, but it has not laid the 
foundations of a revival. As far as indus¬ 
trial performance is concerned, capital 
spending by government is the key, and 
the CSO’s estimates point to slower Gross 
Fixed Capital Formation in the public 
sector since July 1991 

PouTics OF Public Investment 

Perhaps it is instructive to ask why the 
government is cutting on capital expendi¬ 
ture at such a crucial juncture. U is appar¬ 
ent that the politics of budget-taking has 
overtaken the government. We know from 


the experience of developing economies 
underpiing macro-economic stabilisation 
that capital expenditure is the first cat¬ 
egory of expenditure to be cut when a 
reduction in the fiscal deficit is being 
attempted. After all, future generations, 
who are the principal beneficiaries of capi¬ 
tal spending but have no political repre¬ 
sentation, can safely be ignored unlike, 
for instance, the raucous claims for higher 
procurement prices (immediately reflected 
in higher food subsidies). This constitutes 
the inherent attractiveness of current oVer 
capital expenditure for governmehis. In 
the vociferousness of its lobbies claiming 
increasing outlays on their own economic 
constituencies while at the same time cry¬ 
ing for a lower tax-rate, India is fast ap¬ 
proaching the status of a Latiil American 
republic. 

m 

Concluding Remarks 

In this brief essay I have focused only on 
some aspects of the union budget for the 
coming year. But I do believe that I have 
captured its essence. Por while I am aware 
that the indirect-tax proposals are believed 
to go a long way towards radically reform¬ 
ing a parasitical administration structure, 
the thrust of the budget, as I see it, is 
towards the demand side of the economy. 
I have outlined the ways the budget at¬ 
tempts to stimulate demuid and discussed 
the likely consequences. All in all, while 
there might still be growth in the indus- 
tnai sector next year, 1 do not see the 
budget contnbuting to it in any obvious 
way. For the reason of wanting to stick to 
the main argument I also do not elaborate 
upon the observation that for the first time 
since Manmohan Singh the financial foun¬ 
dations of the union budget appear dis¬ 
tinctly shaky. This budget is shaky on 
resource mobilisation, an instance teing 
one where we are not told how the FM 
expects to recoup the Rs 4,000 crore tiiat 
he expects to be the revenue loss due to the 
lowering of excise and customs duties. 
Apparently, what is expected to be lost on 
account of lower rates is expected to be 
recouped via higher collections. This re¬ 
quires a certain optimism about growth 
which, as I hope I have been able to show, 
might not be warranted by the circum¬ 
stances. 

But there is much to learn from the 
proposals for the year ahead and the 
government’s accounts for the still cur¬ 
rent one about policy-making in India. 
Even while one might be excused for 
relishing the discomfiture of a govern¬ 
ment, that had only yesterday displayed 
much hubris, now having to rationalise the 
deluge of expenditure as 'countercyclical 
fiscal policy', one cannot but be alarmed 


by the realisation that the gnvcfWM>i| 
peiformance in 1994-93 must leave 
pessimistic of the prospects for a aoML 
public finance in the near future. Altor il| 
what does one concludes when the tarn 
on three out of four definitions of ij' 
deficit IS exceeded by over 100 per CTj 
with the overshooting of capital-«xpeiX|' 
ture targets being far lower than that 
revenue account? That, the rhetoric askri 
the government is not committed to fisc!< 
correction whatsoever. That no atterB|) 
been made to eliminate the revenue de'! 
cit, which means that we continue to bc:' 
row to finance consumption expenditui!' 
That our internal debt is rising,* only 
maintain a corrupt and inefficient sta.i 
apparatus. And, above all, that while i!' 
economists are, at least to a limited extei^ 
right in being concerned wifh questions '' 
ownership, we are nowhere near havii*' 
resolved the fundamental issue in Ind' 
today, that of governing this democrac| 
Observing the recent management of tl > 
fiscal affairs of this country, even one wi'' 
has resolutely opposed conservative pulj 
lie finance with its singleminded obse'' 
sionwith public expenditure, and, in tur'' 
has often argued for activist govemme,' 
can only say “this is not what I had meaij' 
at all!” " 

Notes ] 

1 I have elsewhere argued that the priaetp' 
cause for the unproved price sduauon liw', 
1992 is the unproved performance of agried, 
ture. m particular of foodgrains productiO)', 
See my 'The Rationale and the Result of lU 
Current Stahilisanon Programine'. Woiidti, 
Paper no 2S3. Centre for Developmeni Snid 
ies. Thiruvananthapuram. Novenber IPoL 
However, proceeding along similar lines, ti|| 
prospect for 1994-95 may not be so nay wR 
agncultural producuon for the cuReal yur 
estimated to have been nhgauve BconotacI. 
nc evidence suggests the existence of lags I 
the working out of the effects of agricultuit'i 
growth on industnal outpM and the ittflatic| 
rate 

2 See Budget at a Glance. |1 

3 Calculate from Budget at a Glance I. 

4 There is no data yet for the current year. T1^_ 

CSO's quick estimates for the past three yeai{' 
are reproduced in the most recent EeanomL ‘ 
Survey. ij 

5 See Economic Survey 1993-94. Table I 2. » 
IS interesting to note that the discussion in th' 
Survey is conducted entirely in terms of th' 
figures for Gross Domestic Capital Pona^'' 
tion which, since it includes stocks, turns r' 
an increase, entirely belying the slow-donl ‘ 
in investment Cross Fixed Capital Formr 
non in the public sector dunng 1992-93 i 
estimated to be negative I am indebted 
Jayati Ghosh for this observation 

6 In fact. It is now growing at a rate faster tha;! 
before the stabilisation programme coir^| 
menced in July 1991 See Keceipit Budge^ 
Ministry of Finance, 1994 
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Budget 1994-95: Fiscal Aspects and j 

flie Real Economy | 

VMDaBdekar ^, 

It is to the credit of the present finance minister that, even as a member of a minority government, he decided to 
face the facts, accept the inevitable and venture to bring back the economy to normalcy by a twin strategy of fiscal y j 
discipline and structural reforttt. Quite understandably, the finance minister thinks that his strategy has been vuulicated 
and, naturally, has persisted and pursued the same path in the budget for 1994-95. Therefore, it is only fair that we 


should judge the policy and hence ti 

BUDGET 1994-95 is ihe fourth successive 
budget by one and the same'finance minis¬ 
ter; we understand diat this is a record in the 
fiscal history of independent India. This is 
all the more remarkable because, when the 
present finance minister took office in June 
1991, the economy was in the throes of an 
unprecedented balance of payments crisis, 
international confidence had collapsed, and 
infla&on was on the rise. The rising fiscal 
deficits of the central government were the 
root cause of the balance of payments prob¬ 
lem, nsing prices, and high rates of interest. 
This was a legacy of the policy pursued over 
the past four decades, the essence of which 
was a populist concern for the small, the 
poor, the weak, and the backward, the one 
lagging behind; in short, the one who would 
not survive the competition in the market 
place. He must be helped and protected. 
This was admirable. Unfortunately, this was 
matched by an anii-maricct bias, an irratio¬ 
nal animus against the strong, the one who 
would survive the competition and would 
grow without social assistance because, in 
that case, he must be robbing the poor and 
exploiting the weak. Therefore, even if it 
might not be possible to help the poor and 
the weak positively and adequately, it was 
supposed to help the poor and die weak if the 
strong was constrained and his growth con¬ 
tained. This is the policy syndrome called 
‘Growth with Social Justice’ with greater 
emphasis on Social Justice dian on Growth. 
In the process, all elements of growth were 
crippM and all motivation for standing on 
one’s own made redundant. As a result, 
growth suffered and, in consequence, also 
social justice. The economy did not produce 
enough to help those who must be helped. 
Three successive short-lived finance minis¬ 
ters, unwilling or hesitant to come out of this 
syndrome, looked on helplessly and allowed 
the situation to dei^onte further. It is to Ihe 
credit of the present finance minister that, 
even as a member of a minority government, 
he decided to face the facts, accept the 
inevitabte and venture to bring bai^ the 
economy to normalcy by a twin strategy of 
fiscal discipline and structural reform. Quite 
understandably, the finmice minister thiidcs 
that his policy has been vindicated and, 
naturaDy. has persisted and pursued the 


; budget not on grounds of ideology but 

same path in the budget for 1994-95. There¬ 
fore, it is only fair that we should judge the 
policy and hence the budget not on grounds 
of ideology but on perfixmancc. 

Before we comment on the budget for 
1994-95, it may be useful to examine the 
performance, rather the credibility, of the 
budget for the last year (1993-5M). The most 
glaring failure of the last year (1993-94) is 
the lapse in fiscal discipline as reflected in 
the fiscal deficit, it was Rs 40,173 crore in 
1992-93; the budget for 1993-94 expected 
to bring it down to Rs 36,959 crore but ended 
up with a figure of Rs 58,551 crore (RE) 
which is 58.42 per cent more than what was 
budgeted. Tojudge whether this is a failure 
of the finance miraster, his government, or 
of the entire polity and economy, one needs 
to look into the fiscal deficit in greater 
detail. 

Lapsh in Fiscal Discipune 

Fiscal deficit consists of budgetary deficit 
+ borrowings and other liabilities; or briefly 
fiscal deficit = budgetary deficit + borrow¬ 
ings. Though, this IS how it has come to be 
presented and discussed, it will help clarify 
the issues, if we present it as: fiscal deficit s 
revenue deficit -i- deficit on capital account 
(other than borrowing). The 1993-94 budget 
estimates and the revised estimates arc as 
shown in Table I. 

Thus, the large increase in fiscal deficit 
was mainly due to an increase in the revenue 
deficit; the revenue deficit almost doubled. 
Either, the revenue receipts were overesti¬ 
mated or, because of political reasons, the 
revenue expenditure could not be limited. 

We shall first consider the revenue expen¬ 
diture. We may divide the revenue exp^t- 
ture into its liuee main components: rev¬ 
enue expenditure = interest payments 
other non-plan revenue expenditure + plan 
revenue expenditure. The 1993-94 budget 
estimates and revised estimates are as shown 
in Table 2. 

Thus, the revised estimate (RE) of total 
revenue expenditure exceeded the budget 
estimate (BE) by 8.2 per cent which is about 
die same as the estimated increase in the 
wholesale or consumer price index over the 
year. Actually, there was a small shortfall in 


on performance. * 

’|l 

the interest payments. But the division be-M 
tween the plan and non-plan revenue expea-''' 
diture is not very satisfactory. The plan '* 
revenue expenditure increased by 10 peril' 
cent but the non-plan revenue expenditure! 
increased by 16.9 per cent. Evidently, there *i 
is a failure to limit the non-plan revenue,')' 
expenditure within the budgeted limit. i' 

Shortfall in Tax Rbcam *; '■ 

i.i 

Let us next consider the tax and non-tax'' 
revenue receipts. The non-tax receipts are**'' 
more or less what they were estimated in die ' 
budget: Rs 21,470 crore (BE) and Rs 21,693'i ‘ 
crore (RE). But, there is a large shortfidl in|i 
the tax receipts (net to centre): Rs 62,739* 
crore (BE) and Rs 54,473 crore (RE) which' 
amounts to a sl)oitfall of 13.2 per coiL If we' 
allow for the annlial inflauon of 8.2 per cent, ‘ 
Ihe shortfall in tax revenues works topimost' 
20 per cent (19.76 per cent to be exact). This','' 
should be a matter of serious concern and, ’ 
deserves careful examination. 

A cornerstone of the New Economic Policy* ' 
is that if you reduce taxation, that is, tax'i' 
rates, it gives a fillip to the econinny str- 
much so that what you lose because or' 
reduction in tax rates, you more than make'' 
up because of increa^ production and' 
income. Fbr instance, in 1993-94, reduction ,, 
in direct taxes was estimated to cause a loss 
of Rs 106 crore to the centre’? revenue^ 
(Finance Minister’s Budget Spewh, 1993! 
Part-B, para 80) and reduction in indireci*i 
taxes (customs and excise duties) a loss , 
Rs 3,981 crore to the centre’s revenue (ibid v 
para 134). Thus, there was a total revenue’, 
loss of Rs 4,087 crore to the centre’s levenui*, 
in 1993-94. It means that, prices, productioi, 
and incomes remaining the. same, the 


Tasle I j 

{Rs citwr *' 



Fiscal 

rieficii 

Revenue 

Deficti 

Defidton 
Capital , 
Account. 
(otherdina 
bonowiag,', 

w 

1993-94 (BE) 

36.959 

17,630 

19,329 : 

1993-94 (RE) 

58,551 

34,058 

24,493 j, 

RE-BE 

21,592 

16.428 

S.I64 . 
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revcoiie raceipli in 1993-94 woldd be lower 
by Rs A.067 cnxe than in the previous year 
(1992-93). The actual tax revraiue receipts 
in 1992-93 were Rs 34,044 crdre so that, 
prices, production and incomes remaining 
the same, the lax revenue receipts in 1993-94 
would be estimated at Rs 49,957 ciore, or 
allowing a price rise of 8.2 per cent, 
Rs 34,033 crore. to toct,- they were esti¬ 
mated at Rs 62,739 crore, which is 16.1 per 
cent higher, hoping that the reduced taxa¬ 
tion would raise production and incomes. 

The two main sectors which may be ex¬ 
pected to get a fillip by a reduction of taxes 
are (i) manufacturing, construction, elec¬ 
tricity, gas and water supply, and (ii) trans¬ 
port, communication, and trade, to 1992-93, 
the gross domestic product (GDP) from 
these sectors is estimated (quick estimates) 
atRs 1,00,391 crore at 1980-81 prices (£<ro- 
mmic Survey J993-94, Table 1.3). To meet 
the budget estimate of tax revenue receipts 
of Rs 62,739 crore, it would require these 
sectors to grow at 16.1 per cent during 

1993- 94. Of course, they did not and the tax 
revenue receipts amounted to only Rs 34.473 
crore (RE), a little more than what we have 
estimated above, namely, Rs 34,033 crore 
which is just 2.28 per cent more. 

Last year, did the finance minister really 
expect the above-mentioned two sectors to 
shw an increase of 16.1 percent? Evidently 
he did and he shows his disappointment but 
blames it all on the capital grxids sector. 
‘The slow growth of industry in 1993-94 is 
a matter of concern and is largely due to 
sluggishness of the capital gorxis sector. If 
capital grxxls are excluded, the rest of the 
manufacturing sector shows 6 per cent 
growth in the second quarter and is expected 
to improve in the rest of the year" (Finance 
Minister’s Budget Speech, 1994, Part-A, 
para 5). May be it will. But, it will still be a 
far cry from the two sectors mentitmed 
above showing an annual growth of 17.8 per 
cent. Without attributing motives, one must 
Conclude that the finance minister was ei¬ 
ther too confident of his policy, or under 
pressure not to allow the fiscal deficit to 
exceed what it was in 1991-92 (Rs 36,325 
crore) or what appeared in the revised esti¬ 
mates for 1992-93 (Rs 36,722 crore) and he 
allowed himself to overestimate the tax 
revenue receipts. 

It IS a matter of concern that, nevertheless, 
the finance minister exudes confidence mme 
befitting a politician and, in the 1994-93 
budget, persists in making further iax con¬ 
cessions. causing a loss of Rs 3,604 crore in 
centre's tax revenue (Finance Minister’s 
Budget Speech, 1994, Part-B, para 122). It 
means that prices, production and incomes 
remaining the same, the tax receipts in 

1994- 95, will be lower by Rs 3,604 crore 
compared to die receipts in 1993-94, namely, 
Rs 34,473 crore (RE), that is Rs 30,869 
crore; or allowing a pnce rise of 8.2 per 


cent as in the last year, the tax receipts in 
1994-95 may be estimated at Rs 53,040 
crore. Instead, the finance minister has esti¬ 
mated them to be Rs 62,742 crore which is 
13.99 per cent more. To meet this estimate, 
the above-mentioned two sectors must grow 
by 13.99 per cent during 1994-95. In spite of 
the experience of the last year, the finance 
minister seems confident. "The recession in 
the capital goods industries is primanly 
because investment activity slowed down 
temporarily as firms adjusted their invest¬ 
ment plans to the new situation. There are 
signs that this restructuring process is well 
advanced and many companies are now 
launching major programmes to enhance 
their intonational competitiveness. The rnm- 
aiound in investment is, therefore, begin¬ 
ning” (ibid, para 5). We hope he is right. 

Neverthelns, it seems that to expect a 
growth of 13.99 per c«it in the two sectors 
mentioned above, the finance minister is 
putting too much at sUdce or, as it is now 
being officially described, he is taking a 
calculated nsk. One wonders whether he is 
doing this out of conviction or under pres¬ 
sure to keep the fiscri deficit as low as 
possible. This is understandable. Unfortu¬ 
nately. it does not woik. Last year (1993-94), 
he tried to hold the fiscal deficit atRs 36,939 
crore (BE) and ended up with Rs 38331 
crore (RE); we have yet to see the actuals. 
Inevitably, most of the increase in the fiscal 
deficit, amounting to Rs 21,592crore, has to 
be met by market borrowing including some 
from the Re.serve Bank in one form or 
another and/or external borrowing. 

Close to Debt-Trap 

All market borrowing (net of repayments), 
whether internal (which is mostly from the 
captive market of commercial banks. Life 
Insurance Corporation, Provident Funds, 
etc, the balance being subscribed by the 
Reserve Bank) or external, adds to ^e li¬ 
abilities of the central government and hence 
the burden of interest. Because of the huge 
liabilities the government has accumulated 
over the years, the burden of interest has 
now become unbearable. According to the 
budget estimates for 1993-94, 45.13 per 
cent of the revenue receipts were to go into 
interest payments. But brcause of shortfall 
in revenue receipts, the revised estimates 
show that 49.23 per cent, that is, almost half 
of the revenue receipu went into interest 
payments. The actuals may show a higher 


percentage of revenue receipts goin| MM 
interest payments. The budget for ]9$t-9S, 
has set asi^ 53 44 per cent of the estimated 
revenue receipts for payment of intoest. If 
the estimated tax revenues fail to materialise, 
as they did last year, the percentage will be 
higher and may teach even 60 per cent. 

If we relate interest payments to the net 
new borrowings, we may realise how close 
we are to entenng into a ^t trap. In 1993-94 
(BE), interest payments' (Rs 38,000 crore) 
actually exceeded the net new borrowings 
(Rs 32,645 crore). In other words, die entire 
net new borrowings and much more went 
into interest payments. Diis is characteristic 
of a debt trap, namely, that one has to borrow 
even to pay interest leaving little possibility 
of ever repaying the principal. In 1993-94, 
we cscap^ the debt trap because of a short¬ 
fall in the tax revenue receipts and conse¬ 
quent larger borrowings, namely, Rs 49,491 
crore (RE) while the interest payments were 
a little lower than estimated, namely, 
Rs 37,5(X)crore, constituting75.77 percent 
of the net new borrowing. This means that 
75.77 per cent of the net new borrowing was 
spent on interest payments and the balance- 
in meeting a part (about one-third) of the 
revenue cteficit. But, obviously, one cannot 
postpone the debt-trap by this route; it will 
show up each year. For instance, next year, 
that IS, in 1994-95. the net new borrowings 
are estimated at Rs 48,915 crore (BE) and 
interest payments at Rs 46,000 crore (BE) 
which is 94.04 per cent of the former. Tlius, 
we shall be uncomfortably close to die debt- 
trap unless we repeat the unhappy perfor¬ 
mance of 1993-94, namely, falling short in 
tax revenue receipts and hence borrowing 
more than budget^. 

Conbnued net new borrowing adds to the 
liabilities of the government of India and 
one may relate them to GDP. incidentally, 
we may mention that the liabilities consist 
of internal and external liabilities and in 
combining the two, the latter should be 
converted into rupees, not at the historical 
exchange rates but at the exchange rate 
current at the end of die year. In relating the 
total liabilities to the GDP, the latter figure 
IS of course the more relevant. However, in 
the Receipts Budget, in the Statement of 
Liabilities, the external debt is valued at the 
historical exchange rates (Receipts Budget, 
1994-95. p 42) and it will need to be coh- 
verted to toe current exchange rates. Fortu¬ 
nately. the Economic Survey gives both the 
figures, namely, the external debt valued at 


Table 2 

(Rs crore) 



Revenue 

Expenditure 

Interest 

Payments 

Other Non-Plan 
Revenue Expenditure 

Plan Revenue 
Expenditure 

1993-94 (BE) 

1.01.839 

38.000 

39.654 

24,185 

1993-94 (RE) 

1.10,224 

37.500 

46,170 

26,354 

RE-BE 

8.38S 

-500 

6.716 

2.169 
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Ilistorical exchange rates and also at the 
Exchange rate cunrent at the end of the year 
[Economic Survey /99J-94, Table 2.5, p 22). 
We shall begin with I991'92 because the 
Rguies in the Economic Survey for 1991-92 
i lie actuals. The ratio between the external 
debt valued at historical exchange rates and 
' It the current exchange rate at the end of 
1991-92, when the rupee was already deval¬ 
ued, is 2.97. For later years, as an approxi- 
imation, we propose to use this ratio to 
xmvert external debt given in the Receipts 
Budget, where it is valued at historical ex¬ 
change rates, to current exchange rate 
Table 3). 

Thus, in 1991-92 and 1992-93, the total 
liabilities of the central government consti- 
uted about 77 per cent of the GDP. For 
'1993-94, we have only the revised estimate 
^if liabilities and they amount to Rs 5,62,026 
brore. The advance estimate of GDP in 
<1993-94, (at 1980-81 prices) is Rs 2,30.400 
i^ore showing an increase of 3.74 per cent 
''jver the previous year (Economic Survey 
1993-94. Table 1.1, p 2). On the other hand, 
<X4al outstanding liabilities in 1993-94 (RE), 
<11 estimated above, are 15.91 percent higher 
<han in the previous year. Even if we allow 
Iprice increase of 8.2 per cent, the liabilities 
f# the end of 1993-94 will be 7.12 per cent 
jligher than at the end of 1992-93, probably 
■qr 3.26 per cent, that is, almost 83 per cent 

r the estimated GDP. 

Moreover, if net new borrowing is used 
^tly to pay interest on outstanding debt 
W partly to meet the revenue deficit, in 
other words, without creating matching as- 
lela, the assets and liabilities do not match 
|nd the gap between the two widens 
Fable 4). For instance, in 1991-92, the 
3tal assets of the government of India were 
Is 2,61,478 crore while the outstanding 
abilities amounted to Rs 4,27,160 crore 
Economic Survey 1993-94, Table 2.5, p 22) 
wving 38.79 per cent of the liabilities 
' ncovered by any assets. In 1992-93, the 
' utsianding liabilities amount to Rs4,84,894 
; rote while the assets amount to Rs 2,90,963 
I rore leaving 39.99 per cent of the liabilities 
ncovered by any assets. The outstanding 
' abilities at the end of 1993-94 (RE) amount 
1 1 Rs 5,62,026crore while the assets amount 
' I only Rs 3,26,8.54 crore leaving 41.85 per 
mt of the liabilities uncovered by any 
tsets. Of course, we have yet to see the 
;tuals. But, clearly, the gap between assets 
' id liability of the government of India has 
; sen slowly growing over the years and as at 
resent at least 40 per cent of the liabilities 
' main uncovered by any as.scts. 

In 1994-95 (BE), the liabilities amount to 
! s 6,30,284 crore and the assets to 
i s 3,55,536 crore leaving 43.59 per cent of 
; eli^ilitiesuncovcredbyany^sets.Thus, 

I respect of the gap between assets and 
^ilities, the budget 1994-95 maintains the 
9ml of the past three years; whether it does 


better than that, we shall know next year 
when we have the revised estimates and 
after another year, that is, in the budget for 
1996-97, when we have the actuals for 
1994-95. The finance minister does not 
have to worry. As he said in his budget 
speech last year (1993-94), the "finance 
ministers have to look after the short term if 
they want to survive in the medium term” 
(Budget Speech, 1993-94, Part-A, p 18). 
Now that he has surviv^ in the medium 
term, he may look forward to surviving in 
the long term hopefully beyond the next' 
general election. 

Hie finance minister is aware of the bur¬ 
den of interest payments and hence the 
paramount need to reduce further borrow¬ 
ing and, if possible, to start net repayment 
of the outstanding debt. For this purpose, he 
has proposed, what he calls, “A bold 
programme for disinvestment of govern¬ 
ment equity in public enterprises and ear¬ 
marking a part of the sale proceeds purely 
for debt reducuon” (Budget Speech, 19^95, 
Part-A, p 16). It is an irony of the situation 
that the finance minister has to call, even 
such a straightforward proposition, ‘a bold 
programme' and has to present it apologeti¬ 
cally by saying that only a part, of the sale 
proceeds would be earmarked purely for 
debt reduction. He is obliged to do this 
because he has to face a Lok Sabha most 
members of which, including members of 
his own party, arc essentially illiterate in 
matters of public finance. The straightfor¬ 
ward proposition is that when assets built by 
borrowing do not pay even the interest on 
debt, they must be sold and the debt repaid. 
Housewives understand this better than most 
politicians. 

PSU Disinvestment 

Disinvestment of a part of the govern¬ 
ment holdings in the share capital of se¬ 
lected PSUs was envisaged in the Industrial 
Policy Statement announced in July 1991. 
During 1991-92, disinvestment was done in 


two louses in December 1991 and February 
1992. The 31 companies whose shares wen 
selected for disinvestment were a mix nl 
eight very good, 12 good, and 11 not so gooc 
companies defined as those with net asse 
value (NAV) of Rs 10 share exceeding 
Rs 50. between Rs 20-50, and less thar 
Rs 20, respectively. The shares were of¬ 
fered in bundles consisting of nine PSUs a: 
randomly structured portfolios each with r 
notional reserve price being an average ol 
NAV and profit-earning capacity value 
(PECV). The shares were offered to selected 
financial institutions and mutual funds. 

In the first phase of disinvestment, ir 
December 1991, shares of face value of 
Rs 516.2 crore realised Rs 1,427.3 crore 
(2.765 times). In the second phase, in Feb¬ 
ruary 1992, shares of face value of Rs 355.9 
crore realised Rs 1,610 4crorc(4.525 times). 
Thus, during 1991-92, P.SU shares of face 
value of Rs 872.1 crore were disinvested to 
fetch Rs 3,037.7 crore. These are duly shown 
as other capital receipt (Budget at a Glance. 
1993-94, p 1). 7he.se constituted 8 per cent 
of the government holdings in the 31 PSUs 
selected for disinvestment (Economic Sur¬ 
vey 1992-93, paras 6.79, 6.80, p 149). This 
implies that, at the end of 1991-92, the total 
equity holding of the central government in 
the 31 PSUs selected for disinvestment was 
Table 4 


Year 

Total 

Total 

Assets as 


Liabilities 

Assets 

Per Cent of 


as Estimated 


Ltabiline-. 


Above 




(Rs Crore) (Rs Crore) 


(1) 

(2) 

(3) 

(4) 

1991-92 

4,27,460 

2.61,478 

61.17 

1992-93 

4.84.894 

2,90,%3 

6001 

I993-94(RE) 5,62,026 

3.26.854 

58 16 

1994-95(BE) 6,30,284 

3,55,536 

56.41 


Nolen: Liabilities are as estimated above, that is, 
with external debt valued at current exchange 
rate. Assets are taken from the Statements of 
Assets given in the Receipts Budget, 1994-95, 
p43. 


Table 3 


Year 

Internal 

External 

External 

Total 

Gross 

Liabilities 


Liabilities 

Debt Valued 

Debt Valued 

Liabilities 

Domestic 

as Per Cent 



at Historical 

at Current 

(2-f4) 

Product 

of GDP 



Exchange 

Exchange 

Exchange 


(4)((5)xl00 



Rates 

Rales 





(Rs Crore) 

(Rs Crore) 

(Rs Crore) 

(Rs Crore) 

(Rs Crorq) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1991-92 

3,17,714 

36.948 

1.09,746 

4,27,460 

5,51.600(P) 

77.49 

1992-93 

3,59,355 

42,269 

1,25,539 

4,84,894 

6,27,900(0) 

77.22 

1993-94(RE) 

4.25,727 

45,892 

1,36.299 

5.62,026 



1994-95(BE) 

4,83.245 

49.508 

1.47.039 

6,30,284 




Notes: Fbr 1991-92. external debt valued at both historical and current exchange ntes are taken from 
Economte Survey 1993-94, Table 2.5, p22, the ratio between the two being X97. For 1992-93, 
1993-94 (RE), and 1994-95 (BE), the external ddx valued at historical exchange rates are taken 
from the Receipts Budget, 1994-95, p 42, and converted into the same at current exchange rale 
by using the ratio 2 97. 

Estimates of GDP 1991-92 and 1992-93 are taken trom Economic Survey 1993-94, Table U. 
p 2; (P) means provisional esumaie; (Q) means <|uick esliinate. 
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about Ra. I<>,900 crate. Though dwae in* the equity. This il not impossible. The as* vested interest in the sUftut (fuo no 

elude State TtadiiigCofpofation(£lcofiomic sessmem by the prospective investors is where it leads the ecommy to. If the kieo^tyj 

Survey f^~93, 6.20p 151),they aremostiy that, Ihou^ muiy PSUs show losses while logical base of diis fundamentalism is 

production enterprises. Presumably, the many others give only small returns, many the workers are exploited by the capitdt^ki j 

govmment will consider disinvesting its PSUs have, besides exp^ive plant and the solution lies in the workers owning 

equity in at least its production enterprises machinery, land and buildings in prime managingtheenteipriseandnot,asatpresentj^ 

which numbered 165 and share capital of the areas, and that therefore, it is not impossible the workers exploiting the rest of the sodety.!;,^' 

central government which amounted to to recover eight to 10 times the equity by a /*> d c N« 

Rs 39,78^ crore as on. March 31, 1992 judicious disinvestment. But these consid- Gold Bond Scheme 

{PubUc ^tterprises Survey 199l-92,\o\\, erations can become operative only if the So much for the possibility oft>|; 

Statement IB, p S>2). government would sell 100 per cent of its disinvestment of equity in the PSUs andjrj. 

During 1992-93, the shares were un- ^uity to a private entrepreneur so that, not utilising the receipts, at least partly, fotji^i 

bundled and were made open to the public just the equity, but the entire management 1$ repaying the internal debt. To use them ttw’ • 

and other institutions. The reserve price was handed over to the private entrepreneur with repay external debt will require sellii^t theti, | 

fixed as an average of the price recom- freedom to reduce the excess workers which equity to foreign investors. This is wellnigbv,) 

mended by three merchant bikers, in Oc- the PSUs have tended to accumulate. This is impossible because of the fundamentaiistii 

tober 1992, shares worth (face value) politically not possible because of the resis- position mentioned above. The finance min* .f 

Rs 128.7 crore were sold for Rs 681.95 tancefromtheworkers. At the end 1991-92, ister has therefore introduced anothertj | 

crore (5.299 times) and, again, in December the workers employed in the PSUs num- scheme, namely. Gold Bond 1998, the pur-t 

1992, shares worth Rs. 310.6 crore were bered 21.84 lakh and their emoluments, pose of which is to mobilise idle gold le-i, | 

sold for Rs 1,183.83 crore (3.811 times), during 1991-92, amounted to Rs 12,346 sources of ordinary citizens to supplements, 

Thus, during 1992-93, a total of Rs 1,865.78 crore. The per capita emoluments work out official reserve. Subscriptions are accepted , i 

crore were realised by disinvestment in to Rs 56,522. Over the two decades from in the form of gold and at the end of five* •> 

PSUs. The actual (other) capital receipts in 1971-72 to 1991-92, these have increased years an equivalent quantity of gold will bet, q 

1992- 93 are shown to be Rs I,961croreand 8.55 times while the AH India Consumer returned to the subscriber plus an interest ati|i 

presumably include some small capital re- Price Index (1960 = 100) increased only 2 per cent per annum. The main problemit ' 

ceipts other than from disinvestment in 4.62 times. It means that, over this period, with the gold resources of the common mant,'. 

PSUs. Evidently, in the first three biddings, the real wages of the PSU workers multi- i.s that they are not quite as ‘idle* as are the ,' 

namely, in December 1991, in February p\iedl.S5titBes(PublicEnierprisesSurvey, official gold reserves; they are mostly in tbei,i 
1992,andinOctoberl992,thepnceiealised 1991-92, Voll,Table 13.3,p 166),whilethe form of ornaments which are partly usedcj’ 

progressively increased from 2.765 times to per capita GDP increased by only 1.50 times regularly and partly un occasion. The scheme) - 

4.525 times to 5.299 times. But, in the last (NatwnalIncome Siatistics, relevant issues), requires that they are melted down for pur- ' 

bidding, namely, in December 1992, the Evidently, Hie government is helpless, poses of refining and assaying. The cost ofp 
realisation came down to 3.811 times in The following is an eloquent commentary remaking the ornaments is not negligible.' ' 

spite of the fact that the shares were not on the position of the government vi.s-a-vis llic interest at 2 per cent per annum^d the ' 

offered in composite bundles of very gcxxl, the organised workers, not just in the PSUs, fact that they are tax-free does not help the: <i 

good, and not so good PSUs. Obviously, the but workers in general: in 1991-92, out of common man very much. The real advm-', 

private sector is showing less interest in the 237 PSUs, 102 were making losses, tage is that no questions are asked as to thef,'> 

owningonly a small part of the equity of the These include 15 large enterprises which source of funds. Clearly the intention is toi 

PSUs while leaving the management with are monopolies, such as the Food Corpora- borrow black money, that is, tax evadeds, 

the government. tion of India and the Indian Airlines, while money, through the route of gold, paidyf. 

The actual receipts from the disinvestment the remaining ones function in a compcti- legally imported but mostly smuggl^. O^i 

in PSUs both in 1991-92 and 1992-93, the tive environment. The monopolies account course, even if smuggled, it requires pro-ji 

estimated receipts of Rs 2,500 crore in for about three-fourths of the capital em- cessing and assaying; but that is at the cost) 

1993- 94 (RE), and the Rs 4,000 crore in ployed and one-fourth of the accumulated of the government. 

1994- 95 (BE) are only a fraction, less than losses while the competitive enterprises It seems that the scheme has succeeded. ' 

10 per cent of the revenue deficit and are employing a quarter of the capital make The subscription was opened on March 15,i| 

tieing used to meet this deficit. There is thrK-quarters of the losses. Employment in 1993 and was to close on June 14, I993,(' 

clearly a long way to go in budget manage- the two groups is nearly equal. Among the which date was extendable. In 1993-94 bud-i; 

ment before the disinvestment in the PSUs loss-making enterprises, other than the 15 get, the scheme was estimated to yieldi 

may be used, even partly, for repayment of monopolies, about half constitute sick uniLv Rs 300 crore (BE) which was revis^ tol ' 

public debt. taken over by the government and account Rs 375 crore (RE). In fact, the response has', 

The total public debt of the central gov- for about three-fourths of the public sector been better than expected. It is reported (Thet, 

ernment is estimated to amount to enterprises. The loss per employee in these Economic Times, April 3,1994) that during'' 

Rs 3,27,066 crore (Rs 2,77,561 crore inter- (presumably sick units taken over from the 1993-94. 41.12 tonnes of gold worth ap-t! 

nal + Rs 49,508 external valued at historical private sector) enterprises exceeds the avtr- proximately Rs 1,800 crore was tender^' 

exchange rates). If the external debt is val- age wage rate (Economic Survey 1992-93, though tts priKessing and assaying in tho: 

ued at current exchange rate, the total public p 146-47). What an enterprise I This iscalled ipint in Bombay was taking time. One rean. 

debt of the central government, at the end of ‘protecting the interests of the workers', son fur the attraction of the Gold Bonds in < 

1994-95, would amount to Rs424,600crore. One wonders as to who is proteebng whose the blackmarket is that, though no questions' 

This is almost eight times the equity in the interests and at whose cost. Econormc Sur- are asked as to the sources of funds, the ' 

production PSUs, namely, Rs 39,785 crore vey 1992-93 mentions that modalities for bonds can be used as collateral in banks for' 

ks mentioned above. In other words, to be oBering PSU shares to workers are being loans. Moreover, they can be, and are being.! 

able to liquidate its public debt by vfoiked(p 151). Economic Survey 1993-94 traded at a discount. Reportedly (The £<ro-i| 

disinvestment of its equity in the production makes no mention of any progress along this nomic Times, Apnl 3, 1994), at the begin-( 

PSUs, the government should be able to line. The fact is that the economy is now ning the discount rate was 20 per cent and! 

realise almost eight times the face value of facing a fundamentalist class which has a has now dropped to 17 per cent indicatii^i 
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'BMt die demand for bold Bonds is Incieas- 
^ because thereby one can convert black 
money into white. Iiiditet;;.tly. it encourages 
regular import or smuggling of gold. This 
would reduce the differenix between the 
Indian and the International, that is, Bombay 
and London, price of gold. Reportedly {The 
Economic Times, April 3, 1994), this is 
already happening. One mjght therefore ask 
as to what is the equilibrium ratio between 
the Bombay and London prices of gold at 
which there will be little incentive for smug¬ 
gling of gold. Apparently, it is one; that is, 
if the price of gold in Bombay and London 
is tlw same, there will be little incentive for 
importing or smuggling. 

To simplify the argument, let us grant 
that, if the Bombay and London prices of 
gold are on par, the people concerned will 
prefer legal import of gold to smuggling, 
provided that the import duty on gold is low 
enough to more than compensate the risk 
involved in smuggling, provided, of 
course, government would permit unlim¬ 
ited import of gold. Under these conditions, 
gold would be imported as a consumer 
good, as raw matenal for making gold orna¬ 
ments and jewellery for the domestic mar¬ 
ket and hopefully also for export. The essen¬ 
tial point IS tliat, if Bombay and London 
prices of gold are on par. there will be no 
incentive to import gold except as raw ma¬ 
terial for the above mentioned purposes. 

But, not quite if the Gold Bond remains a 
continuing scheme so that imported gold 
may be used, not just for making gold 
ornaments and jewellery, but also for buy¬ 
ing Gold Bonds. Evidently, it will continue 
in 1994-95 and is estimated to yield Rs 
1,225 crore. in fact. S Venkitaramanan, the 
then governor of the Reserve Bank of India, 
had said; “The government has also an¬ 
nounced setting up an institutional mecha¬ 
nism in the form of a Gold Bank... The 
success of such a Gold Bank will depend to 
a large extent on the ease of access, the 
quickness with which gold is assayed and 
converted to gold certificates, development 
of a reliable secondary market in gold bonds 
and availability of financing facilities against 
them. Another related matter is the extent of 
tax concessions and immunities which Gold 
Bonds are accorded by the government” 
{Reserve Bank of India Bulletin, August 
1992, p 1,308). As mentioned atove, the 
refining and assaying of gold and conse¬ 
quent issue of bonds is not as quick as the 
governor would want it; but, hopefully, this 
will improve. A secondary market is already 
developing and the bonds are being traded. 
Financing facilities are available against 
them; the bonds can be used as collateral in 
banks for loans. The bonds are tax-exempt 
which presumably include both the interest 
income and the capital gains. Finally, the 
bonds are given maximum immunity be¬ 
cause no questions are asked as to the sources 


of funds. Thus, all the requirements which 
the ex-govemor of the Reserve Bank de¬ 
sired are satisfied. 

But, the ex-govemor of the Reserve Bank 
had also cautioned that “if the'immunities 
and incentives are too large, then the Gold 
Bond scheme may become the pathway to a 
vicious cycle of movement of funds out of 
the country through the grey market and 
back as gold” {Reserve Bank of India Bulle¬ 
tin, August 1992, p 1,308). Let us see what 
he means. 

It is admitted by all, including the finance 
minister, that, in India, there prevails a 
parallel economy which operates with black, 
that is tax-evaded, money vanously esti¬ 
mated between 20 and 40 per cent of the 
white economy. Its operations not only do 
not enter the official estimates of GDP or 
even the invisible items of balance of pay¬ 
ments, but have proved to be immune to all 
fiscal measures. One of its areas of opera¬ 
tion is what probably the ex-govemor of the 
Reserve Bank calls the grey market. In this 
market, the black money buys foreign ex¬ 
change, smuggles it out, buys gold, and 
smuggles It in. The incenuve is the defer¬ 
ence in price of gold in London and in 
Bombay. Hence, if this difference is re¬ 
duced. there .should be so much less incen¬ 
tive for smuggling. But what if “the immu¬ 
nities and incentives are too laigc" and are 
they large? An interest at 2 per cent per 
annum and a hedge against a possible rise in 
gold arc minor incentives for the people 
concerned. Immunity is the assurance that 
no questions will be asked as to the sources 
of funds and it cannot be improved upon. It 
means that one might evade taxes, and use 
the tax-evaded money for “the movement of 
funds out of the country through the grey 
market and back as gold” to invest in the 
Gold Bonds as a laundry. This is the essence 
of the scheme so that the holder of black 
money may be willing to pay even a pre¬ 
mium on imported or smuggled gold, buy 
Gold Bonds and sell them at a discount. For 
instance, suppose that the average tax eva¬ 
sion on tax-evaded money is 40 per cent and 
that the discount rate on Gold Bonds is 20 
per cent. Then one may evade taxes, buy 
smuggled gold at a premium of 25 per cent, 
invest it in Gold Bonds, sell the bonds at a 
discount of 20 per cent and still be better off. 
For instance, he may buy smuggled gold for 
Rs 100, the regular market price for which is 
Rs 80, buy Gold Bond worth Rs 80 and sell 
it at 20 per cent discount, that is, for Rs 64 
and still be better off than paying Rs 40 in 
taxes. It is thus that Gold bonds will encour¬ 
age both tax-evasion and smuggling of gold. 

Why Not Gold-Linked Bonds? 

We do not know whether the ex-govemor 
of the Reserve Bank meant so much when he 
cautioned against the operations of the grey 


market because he also sounded an < 
tic note: “In the longer term, 
might mention that, once the certificniact j- 
be used as a quasi gold, which can be eaajy 
converted into gold, the lure of ' 
physical gold will dimmish. It is expeGt|| 
that over ume, as trust develops, inthvMlS; 
may be found using gold certificates or g(| * 1 ' 
bonds as hedges against inflation, just Ij | 
same as they now hold the stocks of gdj f 
Obviously, instruments such as gold borj .. 
cannot reduce the attraction of gold ODj 1 
ments and gold jewellery. But they v - 
certainly be able to reduce the primary Iifj 
of holding gold as a hedge and as a specu, Ii 
tive device” {Reserve Bank of India Bid, -i 
rin. August 1992. p 1.308). .| 

This is well taken. But, if Gold Bond (J | 
be used as quasi-gokJ. so can another inst ’1 
ment having the same property but i| I 
physically involving any gold. For the St, 
of convenience and also to bring out | j 
distinction, we may call such an instrum 
the Gold-linked bond. First, the subset. il 
tion to these bonds will be, not m gold bu 1 
money, on a ‘no questions asked’ basis at ' 
the case ofGold Bonds. Second, these boi,, 
will have a period of only one year and‘ 
five years as in the case of the Gold Boi, ■ 
1998. Third, the maturity value of the be j' 
will be linked to the price of gold in BomI ;; 
plus a small interest, say, at 2 per cent ' 
annum. Such a gold-linked bond will p 
form exactly the same function as the < 
governor of the Reserve Bank envisages '' 
Gold Bond to perform. Besides, the gc '1 
linked bond has other advantages. ' 1 
First, it does not require tendering of g, 
and hence does not involve refining i I 
assaying which, be.sides cost, is time- 0 | 1 
suming. Second, it does not drain our I, 
cign exchange through the gray marli. 
Third, because it does not require gold! 
does not increase demand for gold; in fi 
it creates quasi-gold and thus increases. 
supply of gold which may bring down '' 
gold price at home. Fourth, because it ij' 
have a maturity of only one year, the govc 
ment will have an opportunity every yes>‘ 
revise the interest rate depending upon h-' 
the price of gold is behaving. Of course, I; * 
the Gold Bond, the Gold-linked Bond ' 
also carry with it the ‘immunity* and he| 
will encourage tax-evasion. In fact, ' 
instrument which immunises tax-evat! 
necessarily encourages tax-evasion. C! 
time, as trust develops, that is, between! 
government and the tax-evaders, the pa. 
lei economy will run parallel to the regi 
economy and, unlike in the Euclidean' 
ometry where two parallels do not meet,.' 
one may cross its path and overtake' 
regular economy. I 

So far, we have confined our remi|' 
mainly to the fiscal aspect of the budg^ 
these are what the budget is mainly atl 
We shall now turn to an aspect of thev 
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ecoaoiqr.aMHii'. te iafiiMtnietiin, Ib |M^ 
tieolw itMdt. Ilw reaioil to choose this 
particular item is, first, it is most used by the 
common man and, in sinte of all the high 
teduiology communication, n^s remain 
indispensable. Second, it offers the largest 
scope for employment of relatively unskilled 
woiters in rural areas. First, let us see the 
broad facts regarding our road system and 
Its condition. 

Employment PoTEtmAL of Roads 

The total road network in the country was 
.20.4 lakh kms at the end of 1990-91, half of 
which was made up of unsurfaced roads. At 
the end of 1992-93, the national highways 
network of 3,400 kms constituted less than 
two per cent of the total iwtwork but carried 
nearly 40 per cent of the total traffic. It is 
estimated that the road traffic would be 
more than doubled during the 1990s. To 
meet the traffic expansion of such magni¬ 
tude, the national highways networic is in 
need of considerable improvement. A large 
section has inadequate road pavement and 
surface thickness Other deficiencies are 
pour alignments, weak and narrow culverts 
and missing bndges About 12 per cent of 
national highways need widening from single 
to double lanes. About 56 per cent of the 
two-lane roads have to be strengthened, and 
selected comdors on the national railways 
need conversion into expre.ss ways This is 
clearly an enormous task and implies mas¬ 
sive investment requirements. The National 
Highways Act has been amended enabling 
levy of a fee on selected sections of national 
highways so that the private sector may 
participate in consuuction. maintenance and 
operation of roads on Build, Operate, and 
Transfer (BOT) basis However, a lack of 
legal framework governing such schemes 
has so far delayed progress (Economic Sur¬ 
vey 1993-94, paras 78-80, p 141-42). Inci¬ 
dentally, we should note that, even if some 
roads may be built by private entrepreiieurs 
on a BOT basis, they will have to be alter¬ 
natives to the main road system so that there 
are no private monopolies in the roads. 
Hence, the construction and maintenance of 
the road system will have to be a public 
responsibility. 

What is true of the national highways is 
also true of the state highways. The situation 
Is worse in respect of major and other dts- 
trtet roads and village roads. A rough cost 
estimate by the ministry of surface transport 
for the development of various categories of 
roads to meet the requirements of (he pro¬ 
jected traffic during the 1990s comes to 
Rs 67.000 crore (at 1987 price level) (Re¬ 
port of Steering Committee, Perspective 
Planning for Transport Development, Plan¬ 
ning Commission. August 1988, para 14.24, 
p 153). Allowing a price rise of I 77 be¬ 
tween 1986-87 and 1992-93 (OOPdeOator), 
the estimated cost comes to Rs 1,18,748 


erofe. Cktrfy. tfw reMive tM Aa 
rouds in die past will hive to be mada up by 
undertaking a massive programme of road 
construction and maintenance. The cost es¬ 
timate is so hi|b that there is no great point 
in updating it. Instead, we shall examine its 
employment potential nd see how the 
programme may be phased over the next 
few years. 

According to the National Transport Com¬ 
mittee, 1980, one lakh rupees of investment 
in roads construction and maintenance pro¬ 
vides direct and indirect employment of IS. 
and 12.S person-years respectively, adding 
to a total of 27.S person-years. In other 
words, an investment of Rs 3,636 provides 
employment to one person for a year (Trans¬ 
port Policy Committee, 1980, Planning 
Commission, Table 3.25, p 56). To allow for 
the rise in prices between 1980 and now, 
we may use the ODP deflator which for 
i992-93(at 1980-81 prices) is 2.833. Which 
means that an investment of about Rs 10,000 
in the construction and maintenance of roads 
creates employment of one person-year. 
Another estimate of the cost of employing 
unskilled labour is available from the ex¬ 
penditure on Jawahar Rozgar Yojana. In 
1992-93, it was Rs 2,546.21 crore (RB) 
(Expenditure Budget 1993-94, Vol 2, De¬ 
mand No 69, p 159). This is estimated to 
have created employment of 78.21 crore 
person-days (Economic Survey 1993-94, 
Table 9 11, p 158). This works to Rs 32.56 
per person-day or Rs 9,767 per person-year, 
taking 300 work days in a year, which is 
close enough to Rs 10,000 per person-year 
estimated above. 

In the budget for 1994-95, there is a 
provision of Rs 3,855 crore, or say, R$ 4,000 
crore for the Jawahar Rozgar Yojana. At the 
rateoIRs 10,000 per person-year, this should 
be able to provide full time (300days a year) 
to 40,00,000 persons. In a programme of 
providing wage-employment, which Is What 
a poor man needs, thinking must shift from 
person-days to persons. The intention so far 
has been to give to the surplus population, 
which agriculture cannot support, some 
stlc'kour but without wlthdrat^ng it from 
i^HcultUre. What Is needed is to withdraw a 
substantial proportion of the surplus popu¬ 
lation from out of current operations of 
cultivation and employ it on creation of an 
Infrastructure needed for rural development; 
a well designed network of roads, national 
highways, state highways, major and other 
district roads, and village roads, is an Impor¬ 
tant element of such an infrastructure. As 
mentioned above, the estimated cost of a 
network of such roads is Rs 1,18,748 crore, 
or say, Rs 1,20,000ciore (at 1993-94) prices. 
At Rs 4,000 crore per annum, this is a 
programme for 30 years and will employ 
40,00,000 persons full time. That is the size 
of the problem both of providing adequate 
netwoik of roads and of emplqyment. 


RmayfmMMA«lk<I(MilVpw|R^^ ' 
yaar is art andarastiimia. f^us^ly it 18. 
Consider, for instance. en^iloYiiienl in Af 
central ^emment. As on March 1, 1994, 
the mtkrfoss t4 the eenwal govam nta aS 
numbered 39,49/407 and cost (sahty «M 
idlowances)Rs 14.l84crore whkbworiattr 
Rs. 36,913per employee (BxpendRureRiitl- 
get, 1994-95, Vd 1, AmwxBrB-7, p M). 
Adding somediing for impleffieMS, mnehin- 
ery and transport let 0 $ suppose that the cost 
of road works per worker vtnll be Rs 40,000 
per annum. Even « this rate, die budgM 
provision of Rs 4,000 crore can offer fell 
hme employment to a million persoHS. 
Hence, the problem of etnploymem of nmd 
poor for rural development is one of 
orgamsation rather than one of finance. 

Lamd Army Coftexn 

In the very First Five-Yew Man, dwetm- 
cept of a La^ Ariny was Mentioned bM was 
nos pursued. R is time we return to that 
concept. The most appropviale agency for 
organising rural poor for rural developmeM 
spears to be a Land Army as a department 
of the ministry of defence ofTicered by 
retired army personnel and depkiycid te- 
gionatly. The workers in the Umd Army 
should be willing to work anywhere in the 
country under army conditkms. In particu¬ 
lar, they will not have the light to strika. 
They can, of course, resign at will. The 
ministry of surface transport in consulta¬ 
tion with the state governments should pre¬ 
pare a master plan of roads developriMmt 
with necessary regional dispersal arid well 
determined priorities. The Land Army 
should execute the plan In phases. Hum 
should be no abjections to mechanisation on 
grounds that it will reduce the employment 
potential of the programine. The atm should 
be to improve the skills and productivity of 
presently unskilled rural labour and cranto a 
large disclpiifled mobile labour force. 

If the defflimd for this ftitid of emphtyflieni 
exceeds the budget provision, it should iM 
enhmiced by gr^udty reducing the food 
and fertiliser subsidies. Fertiliser subsidies 
and support prices for agricultural products ! 
do not make mm-viabic reculture, viable. 
Also, the thstilbution of essential commodl^ ' 
ties through the fair price shops remains not 
well targeted. Those who join the Land < 
Army are self-selected poorest of the poor. < 
What they need is not subsidised food but a ' 
minimum purchasing power; in other words, 
what they need is a support price for their ' 
labour. ' 

It IS not fair to expect the finance minister i 
to propose and Initiate such programmes. 
But, now that he has moved into the inner i 
circle of the ruling political party, it would j 
not be unfair to expect him to take a lead in i 
this matter Otherwise, the new economic ' 
policy will remain confined to trade, tndus- | 
try, and finance. f 
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Reforms for IbxtOe Sector 

Mahesh C Purohit 

The budgetfollows the policy of high fiscal deficit to boost the economy. It may be worth the risk provided the supply 
side responds adequately. The budget has based this assertion on the claim that it has taken a leap forward towards 
a rational tax policy: This paper challenges this claim and presents an analysis of reforms in the union excise duties 
for textile sector as a case study. It delves into the priorities as well as the pace of reforms. The paper puts forth proposals 
for reforms essential to provide an environment conducive to a proper response from the supply side. 


THE budget 1994-9S has been presented 
at a time when the economy is facing low 
growth. The GNP in 1993-W increased by 
1.8 per cent and industrial output by mere 
1.6 per cent. The budget, therefore, at¬ 
tempts to boost the economy through a 
heavy dose of fiscal deficit to provide 
stimulus to industrial growth. 

Although in an interview last year 
Manmohan Singh has asserted that the 
fiscal deficit would be brought down to 
“no more than 5 per cent of GDP”, this 
budget reverts to the policy of a massive 
increase in the fiscal deficit. The deficit 
for 1993-94 (revised estimates) is 7.3 per 
cent of GDP as against a target of 4.7 per 
cent budgeted last year. Also, the deficit 
targeted for the year 1994-95 is as high as 
6 per cent of GDP. This is much higher 
thw what was witnessed in 1991-92. Fur- 
dier, going by the experience of what 
happened to the budget estimates of the 
last year, as compared to what is achieved 
through the revised estimates, one could 
doubt the sanctity of the deficit presented 
in the 1994-95 budget. If this figure goes 
awry, we are back to the policy of large 
deficits. 

Assuming that the deficit might increase 
a little above the budgeted figure, the 
assertion of the finance minister that the 
high deficit provided in the budget is to 
give stimulus to industrial growth and to 
put the economy back on the track of rapid 
growth has to be given proper consider¬ 
ation. It IS important to realise that even if 
the deficit enlarges, the increase in infla¬ 
tion would primarily depend upon the 
response of the supply side. The budget 
provisions are, therefore, definitely based 
on acalculated risk; boosting the economy 
and mobilising resources therefrom. 

With a view to providing an environ¬ 
ment for a proper response from the sup¬ 
ply side, this budget claims to take a leap 
forward towards a rational tax policy 
through the inmlementation of the recom¬ 
mendations of the Tax Reforms Commit¬ 
tee (TRC) [Government of India 1992]. 
Both on corporate tax structure and com¬ 
modity taxes the budget attempts to pro¬ 
vide industry with an environment for 
heavy investment to enable it to be global. 
As regards corporation tax,.the budget not 


only reduces the tax rates but in addition 
the finance- minister promises to further 
look into the capital gains tax when for¬ 
eign investors prove themselves to be 
stable in the country. Also, the budget 
claims that by rationalising customs and 
union excise duties (UEDs), it paves the 
way for the value added tax to help achieve 
an acceptable growth rate for industry. 

Tn the context of the above assertion, 
this paper analyses the reforms in the 
UEDs. Since these are industry specific, 
the paper presents a detailed analysis of 
the reforms affecting the textile sector as 
a case study. With a view to evaluating 
these from the point of efficiency, it delves 
into the recommendations of the TRC. 
Finally, the paper presents an evaluation 
of the proposals and puts forth reforms 
that must be introduced to give a fillip to 
exports from the textile sector. 

Reforms in UEDs 

One of the important reforms of this 
budget relates to rationalising the UEDs 
through reduction in the number of rates. 
Since the existing structure is characterised 
by a plethora of rates, it is essential that 
these rates are reduced as much as pos¬ 
sible. This budget attempts this through 
the twin measures of (i) converting spe¬ 
cific excises into ad valorem rates,' and 
(ii) reducing the total number of rates to 
about half the existing number. In addi¬ 
tion, the budget halves the number of 
exemption notifications. Since a large 
number of rates as well as exemptions 
complicate the tax stnicture and create 
administrative inconvenience, it is cer¬ 
tainly an important *rep towards 
rationalisation. 

Also, it extends MODVAT to petroleum 
producu (excluding hign spe^ diesel) 
andtoyams which would bring another 13 
per cent of the buic excise revenue under 
MODVAT. It proposes to cover all capital 
goods and machinery under MODVAT. 
The extension of MODVAT is thus a 
major step towards introducing VAT.^ 

An attempt is made to reform the tax 
rates in the textile sector. The budget 
proposes to neutralise rates between fi¬ 
bres and yarns by proposing an excise duty 


of 20 per cent on ail fibres and blended 
spun yams. Thus polypropylene spun and 
acrylic spun yam are taxable at the rate of 
20 per cent. This would obviate the prob¬ 
lems of classification. Also, it proposes a 
three-rate schedule of 60,30 and 15 per 
cent on polyster filament yams; nylon and 
polypropylene (and PBT) yam and on 
visco.se (nylon) filament yam, as well as 
polyester silk and woollen yam respec¬ 
tively. For industrial yams, it propioseS to 
have lower rates of 30 per cent on polyes¬ 
ter filament yam, 20 per cent on nylon tyre 
yam and 10 per cent on viscose filament 
yarn (above 350 deniers). Cotton yam is 
taxable at the low rate of 5 per cent only. 

Since the budget places heavy reliance 
on the supply side, this paper examines the 
reforms proposed in the budget to see 
whether these would provide a suitable 
environment for the purpose. As a case 
study. It takes up details of rationalisation 
of tax on one of the important sectors, viz, 
the texile sector. 

Tax Reforms in Textile Sector 

Textile is the largest single industry in 
the country accounting for around 20 per 
.'ent of the total industrial output and 
providing employment to about 17 mil¬ 
lion people. Also, in terms of earning 
foreign exchange, it contributes nearly 30 
per cent of the total value pf exports. The , 
trends in output from the industry, as 
given in Table 1, show that cotton contiv- ; 
ues to contribute 70 per cent of the total 
fabric production. In the context of this ; 
structure of the textile industry, the tax 
proposals in the budget 1994-95 are as ^ 
follows: 

First, theie are some changes in tax rates ! 
on inputs. These include increase in tax 
rate from 5 to 10 per cent’ on auxiliaiy ^ 
machines (such as OER spinning machines } 
shuttle-less looms, auto-comb winding i 
machines and two for one twisters) and '■ 
raising tax on almost all other inputs such 
as acids, hydrogen peroxide, bleaching ' 
paste and powder, sodium hydrosulphite, I 
soda ash, DMT, PTA, MEG, acrylonitrile , 
and caprolactum. All these inputs are taxed ^ 
at 20 per cent against 15 per cent at« 
present. However, there are some items on y 
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whicb IM ibcw by 5 p«r 

Thm lAC^wk Of^9i ^^ehwg 9gittfli», 
orgium QcDjyt ae<eai$ »ad other 
$yi>tfac(ljc orgfuiic dyestuffs. Since these 
I inputs get modvated. their cascading efr 
: feet is eliminated. However, it does make 
' a ^ference if the inputs are used by the 
' decentralised sectw not covered under the 
mOVAT. 

' Secondly, the tax rate on yarn has been 
^ made ed valorem. Prior to this, there were 
j inaumwable rates based on counts. These 
' ranged from Re 0.S8 to Rs 9.78 per kg. As 
' shown in Table 2, in ad valorem terms Che 
I variation was from 1.17 per cent for yams 
j of 2/6 counts to 6.87 per cent fw 100s weft 
' carded yams. The pressed ad valorem 
! rate for cotton yams now stands at 5 per 
cent for ilED plus i 5 per cent of additional 
I excise.duty in heu of sales tax (AEDJLST) 
j on (JED bringing the toul incidence to 
* S.7S per cent. Similarly, man-made fibres 
j and yams are taxed at one single rate of 23 
I per cent through atl^ustments in tax rates 
of various yams. There is an iin:rea.se in 
< tax rsae to 23 per cent on items such as 
, polyester/cotton blended yam (from 14.79 
I per cent) acrylic spun yarn (from 14.95 
per cent). VSP spun yam (from 15.45 per 
cent), and polyester staple fibre (from 
19.46 per cent). At the same time there is 
a reduction in the tax rate to 23 per cent on 
items such as viscose staple fibre (from 33 
per cent), acrylic staple fibre (from 26.69 
I per cent), and ptdyester/viscose blended 
I yam (from 25.7 per cent). However, two 
different rates exist; S.7S per cent (as 
compared to 1.24 per cent) on sewing 
thread/industrial yam, and 69 per cent (as 
against 85.19 per cent) on polyester fila¬ 
ment yarn. Thus, the number of rate.s have 
been reduced considerably, although the 
number is still much higher than that 
recommended by the TRC. 

Finally, the search for a revenue neutral 
, rate has resulted in increasing the overall 
incidence on fabrics. It is clearly seen 
from Table 2 that the tax rate has gone up 
' (or the low priced fabrics. Fur example, 
(here is an increase .of Re 0.25 per metre 
(for a (fabric costing Rs 20;per metre and of 
I Rs 3.33 for a fabric cosuitg Rs 30 per 
metre. l..ikew>se, an .increase in tax rate is 
<witnessed in iblendetMmaohine-made fab- 
irics.HoweveMhe incidence declines with 
idle increa.se .in price .of >the fabric. The 
! iHiqidence of.ihedaxihas glsoincreased due 
itO'taxation of 'obindis' and samples, so far 
; exempt from the tax. 

I Whither Tax Reforms? 

An evaluation of the proposals of tax 
reforms in the budget suggests that the 
^simplification is a welcome step. Both in 
■terms of converting specific rates into ad 
r valorem rates and in terms of reducing the 


iMunber of ndes. the budget has movedw 
idle right dmebOD. However, the speed of 
reforms is painfully slow. In fact, it was 
expected during the last budget that the 
number of rates would be brought down to 
two or three, as recommended by the TRC. 
Granting that the time available to the 
finance ministry was inadequate at that 
time, it was necessary to carry out this 
exercise during this budget 

The experience of reforms in various 
countries suggests that speed in such re¬ 
forms IS crucial. All the reforms must be 
attempted as fast as possible. Also, the 
priorities are important. Adopting the re¬ 
forms slowly or in bits and bursts affects 
relative prices. It leads to clash of vested 
interests and invites political interference 
causing great inertia to reforms. The delay 
in reforms ultimately defeats their very 
purpose. It is, therefore, extremely impor¬ 
tant that the rales are simplified as early as 
feasible^ and possibly in just one go.' 

While attempting to remove the com¬ 
plexity of the tax on textile sector, this 
budget has increased the overall incidence 
of the tax. Almost all the rates are on 
increase. Some homework seems to have 
been attempted after the presentation of 
the budget to restore the tax incidence on 
texturised yarn to the pie-budgct level " 
However, the overall incidence is ex¬ 
tremely high (Table 2). The increase in 
the incidence of the tax is contrary to the 
principles enunciated by the TRC and 
would m all probability have an adverse 
offeut on the output as well as on the 
demand of the industry. 1'hc involved tax 
incidence at the earlier stages would at- 


£t{$efp(^pinasfifiets dap to cascading and 
pyramiding of die taxes. 

in addition, the budget does not exam¬ 
ine the problem of levy of UED$ on the 
csqitive consumption of yarn and the treat¬ 
ment of depot sales. Since these involve 
subjective assessment, it is essential to 
simplify procedural requirements. This 
has not been attempted. 

In contining the MOD VAT to yarn sec¬ 
tor. the budget has created unhealthy com¬ 
petition between the unorganised and 
organised sectors. This is due to the fact 
that the process of manufacturing yarn has 
.SIX major activities, viz, (i) carding, (ii) 
spinning, (iii) doubling, (iv) dyeing, (v) 
raising and (vi) ball-packing. The value 
added is approximately 100 per cent up to 
doubling and additional 100 per cent 
through the process involved in dyeing, 
laising and ball-packing. Since the 
unorganised sector purchases yam from 
the organised sector which has already 
undergone the processes up to doubling, 
the proposed system of MODVAT ex¬ 
tended up to yarn .sector would make 
unorganised sector pay tax only up to that 
stage. However, the organised sector would 
have to pay up to the,last stage. This would 
create disadvantageous situation for the 
composite mills which arc required to pay 
tax up to the final sale price. 

It IS, therefore, important to rationalise 
the overall tax policy for the textile sector. 
In fact, the TRC has recommended that the 
VAT should be introduced in the overall 
textile .sector [Government of India 1992: 
40]. The report sugge.sts that the first 
stage retorm should consist of introduc- 


Tabis t C'oMi-osmciN IB Frouwiion <11 Tlxiiu Indlsiky 


Item Knit 1988-89 1989 90 1990 91 1991-92 I992-9V 


Million kg 

1587 1652 


(A) Yarn 

(1) Spun yam 

(2) Filament yam 

(a) Cellulosic 

(b) SymhetK- 

(B) Staple Fibre 

(a) Cellulosic 

(b) Synthetic 

(aj Cotton cloth 
(i) Mill sector 
til) Decentralised secioi 

(b) Mixediblended cloth 

(i) Mill sector 

(u) Decentralised sector 

(c) Man-made fibre fabnes 

( 1 ) Mill sector 
(li) Decentralised sector 
Export of textiles, fabrics and 
manufactunng (of which cotton 
yam, fabnes made-ups, etc. 
as per cent of export of texUles) 


44 

49 

179 

195 

Million kg 


126 

148 

1.38 

157 

Million so 


intrs 


1.3658 

1.3936 

2100 

1957 

11558 

11979 

2.321 

2 lil8 

782 

658 

1539 

,1460 

4039 

4544 

20 

52 

4019 

4492 


1824 

1806 

1817 

51 

53 

50 

225 

218 

278 

160 

1.58 

159 

176 

183 

NA 


15431 

14647 

13054 

1859 

1651 

1453 

13572 

12996 

11601 

2371 

2712 

2479 

689 

666 

553 

1682 

2046 

<1926 

5126 

5229 

NA 

41 

59 

NA 

5085 

5170 

NA 

21 

22.5 

23 

(31) 

(32) 

(31) 


18 20 

(31) (28) 


Aforer * = Piovisional figures 
NA = Not available. 

Source: Govemineni of India. Econonuc Survey 1993-94. New Delhi. 
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tiaa of MODVAT cdwne till Ae yam 
sector and applyuf Ae MODVAT pito' 
aple to cotton teenies wiAoiit eiAiecnog 
grey fabnes to taa at the present tinw ^ As 
a neat stace, the TRC recommends that the 
MODVAT scheme be extended to the com¬ 
posite mills in the cotton textile secstor 
immediately Soon thereafter the saaae 
system be applied to synthetics and blended 
fabnes other than those made from fila¬ 
ment yam These reforms have to be at¬ 
tempted immediately 

Whereas the requisite reforms in the 
textile sector are still awaited, some re- 
tonns in other sectors have been bcousht 
about in undue haste One such reform 
relates to extenstoo of MODVAT to capi 
tal goods 

From the economic point of view, the 
pnonties have to be set This is especially 
important because the speed ot reforms 
involves certain political factors 
[Bhagwati and Srinivasan 1993] in this 
context, the views of the TRC for exten¬ 
sion ot MODVAT to capital goods are 
important The TRC states that “the re¬ 
duction in rates, the removal ol conces¬ 
sions and the extension of coverage have 
to be undertaken simultaneously because 
only then all of them become possible” 
(TRC, Pt I. p 36) Further, it suggests that 
the “extension of MODVA'f credit tor 
machinery not fully at the time of pur¬ 
chase but in instalments during a subse¬ 
quent period of years which could be laid 
down in the law (I’lRC, Pt I, pp 39 and 172) 

Unlike the above lationalc of the URC, 
the budget 1994-95 has decided to intro 
duce MODVAT on capital goods m one 
go Accordingly, the entire amount of 
duty would be credited in one instalment 
in the year of purchasc/inslallation of the 
machinery The revenue implications ot 
this proposal is estimated to be Rs 8,600 
crore Presumably, this does not take into 
account the refund of countervailing duty 
(CVD) on the imports ot machinery, which 
would also get MODVAT credit Thus, the 
overall loss of revenue due to MODVAT 
of UEDs and CVDs would be substanUdl 

Similar haste in returm relates to euten- 
sian of MODVAT to petcoloum products 
The TRC in this regard optnedilhat “in any 
case ,petroleum and tobacco have to 'te 
aulvoated to high rates and Ihoir use .dis¬ 
couraged Accordingly, it is recommeded 
that these items need not be brought under 
the proposed system" {TRC,"Pt il, p 40) 
Further, the TRC recommends that “in 
addition to the VAT at the manufactunng 
stage, there should he excises on a gross 
value basis on a tew commodities, such as 
petroleum products, tobacco products and 
certain luxury goods These excises would 
serve to achieve the objectives ot 
sumptuary taxation as well as achieving a 
degree of progression in the taxation of 


a m arn f f t m " (mC. ffV 1. p 39), Tbiic. 
coad’ary to the lenmmewlstwMs of Ac 
TRC, the budget 1994-9$ exieods 
MODVAT to petroleum products at die cost 
of loss of revenue to die tune of Rs 3,000 
crore In addjboo, it does not attempt any 
levy of sumptuary excises on these prod¬ 
ucts, whtch are prevaioit all over die world 
For example, a large oumber of OECD 
CQuatnes levy addiooual excise duties to 
attaui progressivrty Similarly, m Ae Asian 
conunem Korea levies speoid excise tax on 
luxury Items and the rates vary from $ to 100 
per cent (Purubit 1993 43-46] 

RtvfcNue {mpucations 

Since the reforms have revenue unplt- 
catiofls, some of Ae reforms have to be 
attempted first to enaMe the other reforms 
to follow suit On Ais count, the budget 
1994-‘9S has faltered Some of (he ceiorms 
are painfully slow, while others are m 
undue haste The failure to keep pace wwth 
the desired priorities and requisite speed 
has created serious revenue imphcaliions 
which tn turn hamper necessary relurms 

One such relorm relates to the undue 
haste in tniioducing MODVAT for petro¬ 
leum products and capital goods It has 
cost the exchequer Rs 1, 150 crore, which 
IS one-frfA of the toUd revenue loss due to 
the tax proposals, as shown in Table 3 
This suggests that the budget could have 
dune extremely well in extending certain 
other priority reforms by inot lUnpleanent- 
ing reforms related to petroleum products 
and cqptlal goods These were neither 
recommended by the TRC nor immedi¬ 
ately necessary tor tax reforms in the 
country In addition, sumptuary excises 
could have been levied to yield a substan 
tial revenue under the UEDs 

Further, the introduction ot VAT to pe 
troleum and capital goods sector has made 
the government to raise resources from 
the other sectors (Table 3) Additional 
resources have been mobilised by increas¬ 
ing tax rate on chemicals QRs 227 crore), 
iron and steel (Rs SSO crore), other raw 
imalQiiials (iR5430ororb),icigarolte5i<iRs 320 
crore) and textiles iCRs 240 crotei) Those 
SQClurs wouldihe adMCSsei^ afteuted Allot 
more icalionulisation icould have been at- 
iteippted if the revenue iupplicaiions of 
cNlcnsion of MQDyAT ito capital gooA 
andipelraleum had been avoided 

The revenue intglicauons'fontheitexule 
sector IS both trom Ae yarn and Ihe fab¬ 
rics As regards yarn, the budget has raised 
the tax rates for most ot the counts On 
estimated turnover of Rs 94,505 crore of 
dutiable cotton yarn, the net additional 
yield works out of Rs 136 crore The 
incidence of duty on polyester/cotton 
blended yam has more than doubled Con¬ 
sequently, the additional burden works 


MR to R< 77 cron SimUarfy. iiMi«aM|; 
duty 00 viscose staple ftbre spin y$ni /f 
M eshmand prodaciwe of 7$ ntnlMi»| 
for domestie consumpuon wouM ynM 
65 crore The additional yieW wowld 'f 
Rs 40 crore for acryke spun yam, Ra 


TAiiLb2 Pm. ANDPusT-RcocETTAxRAitasirt 
cNTtxTuegiiiCTWi it 


Counts 

(Per Gcal) 

fm-iihlti 

(RerCtm 

2/6% 

1 17 

575 ' 

tOs 

1 17 

575 , 

20s 

2 80 

5 75 ' 

24s 

2 54 

5 75 ' 

34s 

4 74 

5 75 

40s 

4t3 

5 75 

49s (Weft carded) 

39? 

5 75 1 

70s (Wwp cuuibed) 

*m 

5 75 

80s (Whip carded) 


5 75 , 

80$ (Wai|> combed) 

43? 

5 75 , 

lOOs IcQinbed) 

4)89 

575 

JOOs (WeA carded) 

(68? 

575 ' 

il20s Cconibed) 

489 

5 75 

Viscose staple fMxe 

33 

23 • 

Polvester suqde ibbre 

1946 

23 ' 

Aoiytit staple ikhw 

26 A9 

23 

Polyester canon 


1 

blended yarn 

14 79 

23 

Pulyesien/viscose 


1 

blendnd yam 

25 7 

23 , 

VSF spun yam 

15 45 

23 

Aorytic ipun yam 

Exempt 

23 

Acrylic staple Air 

14 95 

23 

Saving Ihiead (40s) 

1 24 

5 75 

Polyester ftlawent 



ymi 

85 19 

69 ' 

'Fatmcjxiced at 


1 

«s20 

75 

iio ,1 

ifls2S 

70 

10 

iRsSO 

667 

iio 

Rs 35 

643 

‘® 1 

Ks40 

6 25 

10 , 

Rs50 

900 

10 

Rs60 

10 8 

10 

Rs 75 

12 67 

10 ' 

Rs 100 

145 

10 

Source Budget documents and nobficiuioiis ' I 

Tabi r 3 Rivinui: Ewkt ol Chanoss in I 

Ext ISI UuTlfcS 




(Rs ems 

Food Hams 


« 1 

ifthimnasaHncal ipnxlwiis 

25 

Cemial conMin^iun items 

-iW 

Qlooks and wntohes 


% 

ToRUlns 


iw. 

iRawinwiasnils 


dSH,- 

'SimptwMyiitems 


3sh; 

iClgarnttes 


■MmoTtvahiQles andipaits 


Cosnwiics 


-2V 

Other sumptuary items 

-67 

Capital goods including 

1 

AC and refngeration 


Edectneal machinery 

-KX, 

Medical instruments 

) 

Small scale lodusuics 


KX, , 

Extension of MODVAT (petroleum 


plus capital goods) 


115^ 


Soune Budget document 1994 9S 
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crore for sewing thread and industrial yam,' 
Rs 60 crore for cotton fabrics. Rs 63 crore 
for blended/man-made fabrics and Rs 10 
crore for chindis and samples. Thus, the 
revenue implications for textile sector 
would be approximately Rs 300 crore, as 
against estimates of Rs 240 crore. 

PaoTOSED Reiorms 

The above analysis indicates that there 
is need for rethinking about reforms under 
the UEDs. To set the pace of reforms in 
proper perspective, it is important to ac¬ 
cord due priority to reforms urgently 
needed. Once the MODV AT is withdrawn 
from petroleum and capital goods sector 
and sumptuary excises are levied on select 
items as recommended by the TRC, the 
budget would have enough resources to 
attempt priority reforms as follows: 

Introducing Three-Rale Schedule: An 
important reform in restructuring UEDs is 
to have a rate structure with just two or 
three rates. This is a pre-requisite for 
further reforms in the UEDs fPurohit 
1993aJ. As recommended by the TRC we 
could have 10,13 or 20 per cent rates. In 
addition, a higher rate of 20- 30 per cent he 
levied on sumptuary goods bringing the 
total incidence on luch goods to 30, 40 or 
30 per cent (TRC, Final Report, Pt II, pp 
128-32, Annexure XI.I). 

Extending MODVAT to Textile Sec'or: 
With a view to rationalising the tax policy 
for the textile sector it is important that the 
MODVAT is nor confined to input stage. 
It must be moved beyond yarn and up lo 
fabrics. Such an extension would sort out 
the intra-sectoral problems of competi¬ 
tion between the organised and the 
unorganised sectors. Such an extension 
would pose no problems for the organised 
sector where the mills would in any case 
be paying tax at each stage after getting 
MODVAT credit for the tax paid at the 
earlier stages. However, for the 
unorganised sector, there might be some 
competitive advantage, although it would 
be marginal and only at the initial stage. In 
the overall process covering all activities 
from yarn to fabrics, the unorganised sec¬ 
tor would not have any gains. In fact, this 
sector would be put to a competitive loss 
if the yarn is sold once more to the com¬ 
posite mill or the grey fabrics arc sold to 
the mills for further processing. This is 
because no MODVAT credit would be 
available to the purchaser due to the break 
in the chain. With a view to putting the 
unorganised sector at a reasonable advan¬ 
tage, we propose that a notional credit be 
given when the unorganised sector sells 
yarn to mills after dyeing, raising and bail¬ 
packing. Since this sector would have paid 
MODVAT on carding, spinning and dou¬ 
bling activities in any case to a mill, a 


notional credit could be estimated for the 
tax so paid. Similarly, when grey fabrics 
are sold to a mill, a notional credit could 
be estimated to put these units back to the 
system of MODVAT. Such Jehemes are 
prevalent in various countnes. Adopting 
the system of notional credit would put 
both the sectors at par. 

Exemption of Chindis and Samples: An 
important feature of the recent budget is 
the extension of Utx ba.se to chindis and 
samples. Chindis are normally considered 
a value loss in production." Similarly, 
samples have no commercial value in busi¬ 
ness. Hence it is irrational lo lax chindis 
and samples. In fact, chindis are among 
various aspects of value loss in produc¬ 
tion. Value loss of chindis could be de¬ 
fined as follows; 

I P V, 

V(P) = -li- 

n 

I Pi 
1^1 

where, n = number of sorts in a mill; 

V| = per cent value loss of 1 “ sort; and 
P = total production of i'" son 
The production loss estimated as pet the 
above method accounts for loss due to 
chindis, i e, bona fide cut pieces which arc 
(a) 23 ems or less in length; (b) more than 
23 ems in length but not more than 7.3 ems 
in width, and (o man-made fabrics of all 
kinds, not more than 30.3 ems in width. 
According to a survey repoi t of Ahmedabad 
Textile Industry’s Research Association 
(ATIRA), the value loss on account of 
chindis is 0.8 per cent of the total cotton 
cloth production [ATIRA 1983]. In addi¬ 
tion. all sorts of samples (i e, samples of 
woollen, cotton and man-made fabrics) 
are exempted because these are not used 
for sale. The samples are made from fresh 
cloth. Hence these arc a part ol sales cost. 
An estimate of .sale.s-value loss is that up 
to 0.2 per cent of the output is used for 
samples. .Since both these components 
along with lents, rags, and tlag allowance 
are nothing but value lo.ss in production, it 
IS advisable to revert back to grant of 
exemption to these items under the UEDs. 

Procedural Reforms: Finally, an impor¬ 
tant reform relates to administrative pro¬ 
cedures. The budget has attempted to sim¬ 
plify the procedure of approval of price 
lists. So far the practice was to have ap¬ 
proval of price lists from the excise de¬ 
partment prior to clearance of goods from 
the factory. Elimination of this archaic 
procedure would greatly help the indus¬ 
try. However, in regard to the procedural 
reforms the budget has tackled only the tip 
of the iceberg. In fact, there arc various 
time consuming and involved procedures 
both in regard to declarative obligations 


and accounting obligations 
1993c]. The budget has not looked into tbfj!' 
simplification of these aspects. At present' 
there arc numerous forms (RG-I, RT-12^' 
Form 4, RT-11) in addition to gate passel-; 
(GP-1, GP-2).'’ Also, the accounting rel^ 
quirements include maintaining account,1- 
of forms RG-23 Pt 1 (fpr inputs received *1 
RG-23 Pt 2 (for duty credit) and a persona f' 
ledger account (PLA) for adjustment o f 
tax credit.'" These archaic systems of ta: '* 
management need to be simplified alonj' 
with the rationalisation of the tax. 

To conclude, the process of tax reforni' 
initiated earlier has been carried forwan^' 
through the budget 1994-93. However, th' ■' 
pace of reforms is erratic; it is painfull' < 
slow in some aspects and unduly fast ii 1 
others. Also, the approach to reforms i ' 
piecemeal. The most important refom | 
relates to bringing down the number 0 
rates to two or three. Without this refom ' 
VAT cannot be introduced. The prioritie'' 
in reform are equally important. As sug'^ 
gested by the TRC, the extension 0 '' 
MODVAT to petroleum and capital good' 
.sector should wait and the textile secto 'l 
must get highest priority for its coverag'' 
under MODVAT. This could be accom'' 
plished with a system of notional credi' 
for the unorganised .sector. 


Notes 


1 Kate of Additional Excise Duty in lieu 0 ■ 

.Sale.s Tax (AEDIL.ST) have also been mad 
ad valorem For example, AEDII..ST on COt 
ton fabrics rangc.s between S and I0percen|, 
and other fabrics and man made fabrics be 
tween 10 and 20 per cent ' 

2 Here it is important to note that at presen ' 
MODVAT does not include tobacco, tex' 
tiles, petroleum products, matches and cin ' 
einatographic films which yield approxi 
malely half the revenue of UED.s as per th 
revKsed estimates of 1993-94 

3 1'he tax rate continues to be the same (10 pc | 
cent) (or all other machines. In addition, th , 
budget provides MODVAT credit for capi, 
tal goods 

4 Most VAT-countnes of the world levy rate' 
ranging from one to thicc only In fact, man j 
of the countries have just one rate (Puroh' 

1993a and 1993b] 

5 It is necessary to attempt such 
rationalisation in just one go Once w: 
achieve the objcciive of three-rate schedult, 
almost all the problems of notifications an . 
variations in rates and relative prices throug. 
such rales would be over Infact.thepresei 
procedure of issui ng notifications for change 
in tax rates which serves no useful purpos 
would automatically be inoperative secUM"' 

6 The Economic Timet, March 30, 1994. ' 

7 The TRC has chosen the cotton sector bol 
because this .sector has comparative advai 
Uige in this sector and because the rate of dul , 
on cotton yam is not unreasonably high. Hov -i 
over, the TRC feels that "MODVAT prineW 
could be applied 10 man-made and blend^i 
fabrics other than those made from filamei 
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yam with the help of the same system as for 
cotton textiles" (TRC, p 42) 

8 Valtie loss is the different.e between the sale 
value which would have been realised if 100 
percent cloth would have been sold as sound 
and at actual sale value 

9 The introduction of invoice system would 
do away with the procedure of subsidiary 
gate passes, as nonried by the Cential Board 
of Excise and Customs on March 11,1994 
However, gate passes or certificates issued 
befpie March II, 1994 would remain valid 
for claiming MODVAT till June 10,1994 

'0 The Eeonomii Times Match 10 1994 


^ Reference.<i 

VnRA(1981) Inter hrmComparisim Ilf Valui 
’ l!,asf,AhniedabadTextileslnduslry sKesearch 
Association, Ahmedabad, Octohei 


ihagwali, Jagdish and f N Srinivasan (1991) 
India't Economif Heformt Ministry ol 
* Finance, New Delhi 

I, 

,vOWan, M L and M E Jungerinan (i 980) Inuo 
I duclion to Textiles D R raraporevdl,! Sons 
Bombay 

1 


Government of India (1994) Economic Survey 
I99S-94, Ministry of Finance, New Delhi 
— (1993) Compendium of Textile Stall stict 
1992, Ministry of Textiles, Npw Delhi 
-(1993) Tax Reforms Committee, Final Re 
port. Part ll [chairman Raja J Chelliah], 
Ministry of Finance, New Delhi 
(1992) lax Reforms Committee, Final Re 
port. Part I [chairman Raja J Chelliah], 
Ministry of Finance, New Delhi 
—(1992) Interim Report on Simplification 
and Slreamlinmit of Customs and Central 
Excise Ixtsvs and Procedures, Customs and 
Cenital Excise, (chairman KLRekhij.New 
Delhi 

(1991) Tax Reforms Committee, Interim Re- 
poll (chairman Raja J Chelliah], Ministry of 
rinance New Delhi 

(1990) Ihe Textile Industr) in the 1990s 
Re stem luting vsiiha Human Eaie Ministry 
ol Finance New Delhi 
(1981) Report of the Expert Committee on 
the Iexiile Industry, (chairman S S Varina] 
Ministiv of Supply and Textiles New 
Delhi 


Indian Cotton Mills Federalioa (1992): Hand¬ 
book of Stalisttcs on Cotton Textiles Indus¬ 
try, ICMP, Bombay 

Iyer, S Venltatarama (1993) Simpbficabon cf 
Customs and Central Excise Procedures, Eco¬ 
nomic and Reserach Rnindation, New Delhi 

Mehta. PC and R S Gandhi (1988) Man-Made 
Texile Industry of Suras, Man-Made Textile 
Research Association 

North India Textile Research Association 
(1989) Norms for the Textile Industry, 
NITRA, Gaaiabad 

Purohit, Mabesh C (1993a) ‘Adoption of Value 
Added Tax in India Problems and Pros¬ 
pects’, Economic and Political Weekly, 
March 6, pp 193-404 

—(1991b) Pnnnples and Practices of Value 
Added Tax Lessons for Developing Coun 
tries Gayain Publications, P B 8495, Ashok 
Vihat. Delhi-52 

— (1991c) ‘Rckhi Committee Sensible Pack¬ 
age' The Economic Times June 14 

Sakhardande, S S (1989) ‘Feasibility of 
MOD V AT for the Textile Industry—Related 
Issues’ K'Mf journal April, pp 19-25 



K11 NATIONAL INSTITUTE OF 

I M I III PUBLIC FINANCE AND POLICY 


REQUIRES SENIOR FELLOW 


in the scale of Rs 4500-150-5700-200-7300 plus usual allowances as per the Institute’s rules. The total emoluments 
at the minimum of the scale would be around Rs 9240/- P.M. only. Higher start may be given depending on qualifications 
and expenence The post is for the “Reserve Bank of India Chair in Fiscal Policy^ and appointment will be for a penod 
of two years in the first instance but may be extended 


QUALIFICATIONS (ESSENTIAL) A creditable academic record with Ph D. in Economics and specialisation in the 
analysis of fiscal policy issues with a good background in macro economic theory and quantitative economics 
Publications of high standard and atleast seven years research or teaching experience in a University or Government 
or a reputed research institution 


DESIRABLE Expenence in empincal analysis of policy issues in public economics and policy modelling. 
Selection may not be confined only to those wno apply. 


Other things being equal, candidates belonging to Scheduled Castes/Scheduled Tnbes will be given preference. 


Applications indicating qualifications and expenence supported by tnie copies of certificates and testimonials should 
reach the Director, NATIONAL INSTITUTE OF PUBLIC FINANCE AND POUCY, 18/2 Satsang Vihar Marg, Special 
litatitutionai Area (Near JNU), New Delhi-110 067 within fifteen days from the date of this advertisement. 



>8 


Economic and Political Weekly April 16-23, 1994 










Agriculture and Liberalisation ■> 

Some Implications for Development Policies ^ 

VMRao ;f' 

It 

Cmsidering the economy as a whole, including (^riculture and its present development status, liberalisation can be a ( 
step in the right direction provided it is used as a strategy not to withdraw the government from the economy but to shift the t 
focus ofgovemment policies and concerns from helping and subsidising the organised parts of the economy, which are now ’ 
viable enough to operate on their own, to building up the economy and ,society in the vast unorganised parts lacking 
des’elopment and remaining backward. Such a strategy can promote broad-based agricultural growth which would not only ) 
increase the growth rate ofthe economy but, more important, enable the backwardareas and the poor to participate in growth h 
and share in its benefits. Without such a long-term perspective, liberalisation, instead of promoting growth would only 


intensify the gathering crisis in the ec 

1 

Introduction 

A NOTICEABLE feature of the Union 
Budget for 1994-95 in its dominant theme 
of achieving growth tbn>ugh liberalisation. 
The strategy of allowing the fiscal deficit 
to reach the dizzy height exceeding 7 per 
cent of GDPin the hope that it would kick- 
start industrial recovery has been seen by 
many observers as a rash gamble. The 
finance minister has referred to the fea¬ 
tures favourable for a quick spurt in indus¬ 
trial production through infusion of extra 
demand into the economy—availability 
on the one hand of idle industrial capacity 
which could be activated at a short notice 
if the demand conditions arc buoyant and, 
on the other, accumulation of foreign ex¬ 
change reserves and large foixl stocks 
with the government reducing the risk of 
overheating the economy through 
deficit—induced stimulation of demand. 

While a finance minister has indeed to 
take note of such short-term consider¬ 
ations, liberalisation, viewed as a long¬ 
term restructuring of the economy for 
faster growth, needs m^re su bstantial foun- 
dation than passing circumstances 
favouring industrial recovery. It is based 
on an approach to growth and develop¬ 
ment radically different from the approach 
adopted so far relying on the government 
control of the ‘commanding heights' of 
the economy. 'Ilic former approach leaves 
economic processes free to operate through 
market forces and activities of private 
enterprise. A little reflection would show 
that a combination of both the approaches 
is necessary for the sound development of 
the economy. A measure of liberalisation 
has become appropriate at the present 
juncture in the Indian economy precisely 
because the government and the public 
sectors and the modern infrastructures and 
industries developed by them have cre¬ 
ated conditions where the further growth 
of the organised parts of the economy could 


be left to markets. However, a large part of 
the economy—particularly, rural and 
agricultural—still remains unorganised and 
backward. Liberalisation of the economy 
would have to proceed along with a con¬ 
tinuing government role to help these parts 
to get integrated with the maiket-led main¬ 
stream economy. Unless the government 
plays this role effectively, the problems 
arising from the weaknesses of the 
unorganised parts would further worsen 
with time. They arc at the root of the 
features like growing rural-urban dualism 
and policy biases hindering development 
which are being noted with considerable 
anxiety by the development economists 
fBhalla 1993; Madhur 1994; RaoS L1994J. 
Ihc purpose of this note is to describe the 
priority tasks deserving urgent attention in 
the agricultural .sector. 

II 

Three Subsectors in Agriculture 

The Economic Survey, 1993-94 men¬ 
tions that the growth rate of agriculture so 
far has been 2.2 per cent per annum and 
that the growth rate needs to be stepped up 
to 3 per cent per annum in the coming 
years. Considering the wide diversity of 
physical and scxiio-economic conditions 
in the country, it is clear that any assess¬ 
ment of the prospects for agricultural 
growth would have to adopt a disaggre¬ 
gated approach, particularly if the focus is 
not on the arithmetics of growth but on the 
policies required to help growth in the 
different environments obtaining in the 
country. It is useful fot this purpose to 
distinguish between the three subsectors 
in agriculture which need sharply con¬ 
trasting policy regimes, llic first subsector 
consists of agricultural/agro-based activi¬ 
ties carried out by the business entities 
belcHigingtothe modem organised indus¬ 
trial sector. Liberalisation is likely to en¬ 
courage them to take up the production 
and marketing of speciality items in the 


field of horticulture, floriculture, fisher- | 
ies, etc. They may also establish links with 
farmer groups for supply of farm outputs , 
for processing into branded pniducts for :> 
sale in domestic and export markets. This 
subsector is likely to give rise to enclave- i, 
like development though its activities ; 
could be of considerable help in increas- | 
ing exports, creating skill-based opportu- ' 
nities in agriculture and in technological 
upgradation of farming. As regards poll- ' 
cies, the subsector would primarily need a '. 
level playing field like other industries ' 
and a Icgal-cum-regulaloiy regime which ^ 
is not excessively restrictive. Beyond this, “ 
it should not receive any further aid or 
support as it is expected to be efficient and m 
competent enough to function on its own. '> 
The other two subsectors in agriculture 
consist of ‘green revolution’ areas which I 
have made considerable progress towards i 
modernisation and market linkages and ' 
the other areas containing some of the ' 
must backward parts of agriculture. It ' 
would not be easy to mark out tliese two 
subsectors clearly in the agricultural map 
of the country. However, a gcxxl idea of 
some orthe characteristic differences be- | 
tween the two subsectors can be obtained 
from Table 1. It can be seen from the table [ 
that while all the major crops and crop- j 
groups bear the evidence of growth in 
production during the post-independence 
period, a sharp contrast has emerged i 
among them in relation to the extent of , 
increase in production, improvement in ' 
yields and extension of irrigation. 

The contrast is attributable to a number 
of factors including soil-climatic but an , 
important contributor has been the pro- , 
nounced policy bias towards the ‘green , 
revolution’ crops as indicated by the dra¬ 
matic pcrformanceof wheat (a nearly nine¬ 
fold increase in production and a four-fold 
increase in yield along with a quantum i 
jump in the extent of irrigation) and ofi 
rice. Hiese crops have benefited mostlj 
from the supportive policies for adoption 


economic and Political Weekly April 16-23, 1994 


999 >; 




Economic and Political Weekly April 16-23,1994 


The light of a rewarding futuie. Orissa Lamps Limited 

Registered Office C/23, 8 ) B Nagor, Bhubaneswar 751 014 











of new technologies, intensified use of 
modern inputs and increased availability 
of dependable irrigation [Misra 1993; 
Sinha 1994]. The next two crops in the 
table—cotton and oilseeds—are illustra¬ 
tive of the policy-maker’s attempts in 
recent years to move beyond the ‘green 
revolution' crops. Their performance is 
relatively modest as Compared to wheat 
and nee. It dsoneetfs to be mentioned that 
their production and yield continue to 
retnain unstable and, as a result, their 
markets often go through volatile and 
speculative price changes. However, the 
improvement in these crops is of particu¬ 
lar significance for the future as it pn>- 
vides ground for hope that, with patience 
and perseverance, our policies do have the 
capacity to promote growth in situations 
which have been considered so far as 
uncongenial for modernised agriculture. 
Viewed thus, the last two crops in the 
table—whose performance in terms of 
increase achieved in production is 
poor—can be regarded as crops which 
have been neglected so far in our develop¬ 
ment policies for agriculture. Ibe perfor¬ 
mance of pulses has been poor despite 
strong demand pressure and high and ris¬ 
ing price levels. Primafacie, lack of policy 
support is the main hurdle faced by this 
crop group. As regards the coarse cereals, 
they are neglected by the policy-maker as 
well as by the market as the demand for 
them is weak, their short shelf-life comes 
in the way of providing effective price 
support and the new technologies devel¬ 
oped for them are modest in impact and 
need local adaptations. 

The 'green revolution’ subsector has 
been nursed so far by a policy regime 
whose main components have been sub¬ 
stantive subsidies on modern inputs (in¬ 
cluding irrigation and credit) to help adop¬ 
tion of new technologies, government pro¬ 
curement at support prices and a wide 
range of formal and informal restrictions 
on trade, movement and exports/imports. A 
beginning has been made to remove restric¬ 
tions and to progressively reduce subsidies. 
Freedom from restrictions and exposure of 
tbe subsector to market—determined out¬ 
put and input prices would enable it to 
become capable of operating without any 
crutches. There would be limits to this 
process so long as the food security 
system—highly centralised and depend¬ 
ing entirely on rice and wheat—continues 
in its present form. With the ‘revamping’ 
of the food security system, tighter targeting 
and decentralisation, it would be possible to 
tap more fully the growth and enterprise 
potential of the ‘greenrevolution’ subsectev. 
Tbe ‘other’ subsector has recaved moigre 
policy support so far excepting relief and 
assistance programmes. ’The subsector usu¬ 


ally attracts attention only during period 
of distress. Both the endogenous impulses 
for growth and the external forces bring¬ 
ing beneficial changes have been weak in 
these areas. However, their isolation is 
getting progressively eroded and, along 
with that, their vulnerability to external 
events is also increasing. Ihe other side of 
the coin is that, as compared to the situa¬ 
tion some decades back, these areas are 
now likely to be far more responsive to 
development interventions. They need a 
widc-spcctrum policy regime comprising 
anti-poverty programmes, provision of in • 
frastructures. improvements in markets 
and institutions, schemes for input supply 
and, above all, supportive macro-economic 
policies. 'Ihe task of developing these 
areas is akin to building up a society-and 
not merely investing in the sector of an 
economy. 

ni 

Prospects for Agricultural Growth 

in Poor Areas 

Agricultural scientists take the view that 
the Indian agriculture is still well within 
the limits imposed by our land and water 
resources. Unchecked population growth 
would indeed eventually push the economy 
closer to these limits and, hence, measures 
for demographic control would have to be 
a top priority item in the policy agenda. 
However, in the field of agriculture over 
the medium term, the focus would have to 
be on devising policies for acceleration in 
agricultural prcxluction without impairing 
the objectives of su.stainabilily of growth 
and of conservation of resources. .Scien¬ 
tists assure us that there are promising op¬ 
portunities prcci.sely of this kind in large 
regions across India which arc still rela¬ 
tively untouched by policies for agricultural 
development. We can do no Iretter in this 
paper than dcscrit>c a few illustrative cases 

liA.sTt'RN India 

M .S Swaminuthan has described tbe 
eastern region of India as a ‘non-grccn- 
revolution* green area offering scope for 
substantially higher production within a 


reasonable time. Social science obtenrwk 
of the region have catalogued a number Of 
institutional barriers inhibiting agricul* 
tural growth. Field visits to poor groups 
like small jute growers in backward pock* 
els would leave an overwhelming impres¬ 
sion of unrelievable poverty. Placed in Mi 
environment of shrinking export markets, 
sick manufacturing units, speculative trad¬ 
ers and absence of new technologies, the 
jute growers indeed face a grim future. 
However, during the latter half of the 
1980s substantial increase in agricultural 
production .seems to have taken place in 
some areas in this region [Rao, C H H 
1994]. The performance of West Bengal 
in recent years in agricultural and rural 
development has been impressive. Even 
the jute industry is showing some signs of 
revival through diversification of i^od- 
ucls and prospects of increased exports. 
On the whole, the indications are that tbe 
situation in the eastern region might have 
reached a stage where determined policy 
cf forts to i ncrease production would evoke 
good lesponsc. Tlie region needs major 
reforms in infrastructure, markets, credit 
and co-operatives. Once these pre-condi¬ 
tions fur steady growth are established, it 
would be easier to tackle the other jx'ob- 
lems in the region like those connected 
with land relations. 

DUYtANt) Abras 

The dryland areas in the central, west¬ 
ern and southern parts of India have a 
weak and exhausted land base and poor 
water resources. While the relief needs of 
these arc.ts during periods of scarcity re¬ 
ceive prompt and even generous policy 
lesivin.sc. little success has been achieved 
so far in.setting up stable arrangements for 
conservation and optimum use of land and 
water resources in the region and to insu¬ 
late the farm economy from the disruption 
cau.scd by pciioilic droughts (Rao, V M 
I ‘192]. When this is done, Ihe region would 
find it possible to absorb the new tech- 
nologie.s which are being developed to suit 
the conditions of the region. There arc 
already a number ol successful experi¬ 
ments in this region where local leader- 


TaIM l- 1: I’RODOCnON. ARFA AM) YltJ D rit-' IsnsiRTAVI I'roI-sA'rop fiROl'i'S 


Crop 

Production 


Area 


Yield 

Per Cent 


(million tonnes) 

(million heel) 

(kgs/hcc^ 

IirigatcJ Area 


1 

II 

1 

II 

1 

II 

1 

II 

Wheat 

6.4 

55.1 

9.8 

23.0 

655 

2397 

31.5 

78.4 

Rice 

23.5 

73.7 

30.5 

42.3 

771 

1741 

32.3 

45.2 

C^ion 

2.8 

9.8 

4.9 

77 

95 

217 

8.2 

33.6 

Oilseeds 

5.2 

18.3 

lO.I 

25.4 

519 

719 

0.8 

19.8 

Coarse cereals 

16.8 

26.3 

38.8 

33.8 

413 

778 

8.5 

9.3 

Ihilses 

8.2 

I2.I 

20.2 

22.6 

405 

534 

7.8 

9.5 


1=1949-50,11*1991-92 

Source: Agricultural Slalistics ala Glance,t4uKh 199^ (Government of India). 
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lUphu organised people to improve fann¬ 
ing through their own efforts and use of 
local resources. The main problem is to 
atrange for replication of such experi¬ 
ments on a sufficienlly wide scale and to 
provide for the components of public scc- 
; tor investments in the region. While the 
r region may |not achieve quick and dra- 
[ matic increases in agricultural produc- 
L tion, considerable expansion in cmploy- 
: ment, sizeable improvement in levels of 
I living and effective coping with weather- 
1 related instability would be feasible ob- 
■ jectives for the region to achieve given the 
I required policy support. Considering the 
I proneness of this region to chronic pov- 
^ erty, progress in realising these objectives 
|i would be a major gain for our develop¬ 
ment strategy seeking to bring the poor 
^ within the mainstream economy. 


1 

'' Fallow and WA.s-n- Lands' 

^ The land-use statistics show that even as 
j recently as in 1980-90 fallow and waste 
^ lands totalled to 56 million hectares. They 
i famed nearly 20 per cent of total report- 
[ ing area (305 million hectares), 'fje im- 
Iportance of their judicious use can be 
[ gauged from the fact that the Indian agri- 
< culture has the land base of only 140 
j million hectares of net area sown. While 
'' fallow and waste lands cannot support 
'regular cultivation, putting them under 
I tree cover would serve both the purposes 
jof conservation of land and adding to 
agricultural production through increased 
output of tree-based and related products. 
The land-use statistics show that an active 
policy regime is yet to emerge for the 
fallow and waste lands. I.and classified as 
current fallows increased from 11 million 
hectares in 1950-51 to 16 million hectares 
in 1989-90 and ‘other fallow land’ after 
decreasing from 17 million hectares in 
1950-51 to nine million hectares in 1970- 
71 registered a small increase in later 
' years to reach the level of 11 million 
hectares in 1989-90. As regards ‘culturable 
waste’ land, its extent decreased from 23 
million hectares in 1950-51 to 18 million 
hectares in 1970-71. But the decrease in 
the next two decades was quite modest and 
in 1989-90 there were still 15 million 
hectares of culturable waste lands. On the 
other hand, the land under tree crops de- 
breased sharply from 20 million hectares 
in 1950-51 to four million hectares in 
1989-90. The grazing lands and perma- 
hent pastures also decreased from 14 mil¬ 
lion hectares in 1960-61 to 12 million 
hectares in 1989-90. It needs to be men- 
ioned that though fallow and waste lands 
occur in all regions, they arc likely Ui be 
Koncentrated precisely in the regions hav¬ 



ing weak agriculture. Their devdopment, 
preferably through grass roots level 
organisations of rural people, could bring 
many benefits to the backward areas, par¬ 
ticularly to the poor in these areas. Where 
such organisations arc not available, pri¬ 
vate enterprise might be in a position to 
develop the fallow and waste lands though 
care would have to be taken to see that the 
local people share adequately in the ben¬ 
efits flowing from the development of 
these lands. 

IV 

Critical Policies and Priorities 

'fhe agricultural growth achieved so far 
has relied chiefly on the potential of a 
small part of our resources located in the 
green revolution area. The new strategy 
based on promoting broad-based agricul¬ 
tural growth would need to shift towards 
resources in other regions requiring 
different technologies but also providing 
opportunities to spread agricultural 
growth' far more widely and to make the 
development process genuinely participa ■ 
tory and poor-friendly than has been the 
case in the past. While this shift in empha¬ 
sis would mean a growing and eventually 
large role for local people and voluntary 
organisations, the transition would need 
time and strong policy support to activate 
the development process at the grass roots 
level. Four policy areas which are likely to 
be of critical importance arc described 
below. 

Support Mbasurf.s 

A major handicap of the third subsector 
of agriculture is that the dispersed small 
producers, unless suitably organised for 
group action, find it extremely diflicult to 
cope with volatile, unpredictable and, of¬ 
ten, depressed markets. Consider, for ex¬ 


ample, the behaviour of wholesale prices 
in the five markets connected with cotttMi 
and its manufactures—^raw cotton and 
handloom cloth where producers are 
rural, small, dispersed and unorganised 
and cotton yarn and cotton cloth (mills 
and powerloom) whose producers are ur¬ 
ban-based and mucli better organised 
(Table 2). 

The period covered by the table—Sep¬ 
tember 1990 to March 1993-witnessed a 
sharp inflationary rise of nearly 30 per 
cent in the wholesale price index for ‘all 
commodities' frtsn 181 to 233. There was 
a matching rise in theiiidex for cotton yarn 
and cloth. On the other band, the increase 
in the index was only 8 per cent irf the case 
of handloom cloth indicating fall in its 
real price when the price of cotton yarn- 
its main raw material—was rising sharply. 
Even more alarming, the index for raw 
cotton increased by nearly 80 per cent 
from September 1990 to September 1991 
and, thereafter, declined continuously from 
the peak level of 252 to 202 in March 
1993. Table 2 reflects well the hardships 
suffered by cotton cultivators and 
handloom weavers in marketing their pro¬ 
duce. An implication of Table 2 is that 
such market-vulnerable producers would 
have to be given a measure of protection 
through price support and market inter¬ 
vention policies. Such policies are difll- 
cult to devise. By a convenient coinci¬ 
dence, the present state (in February 1994) 
of the cotton market provides a good ex¬ 
ample of these difficulties. The high prices 
of cott>>n pre vai ling at the moment despite 
its comfortable availability in the economy 
have baffled both the government and the 
industry and the drastic measures like 
banning of exports of cotton being taken 
by the government reflect more a sense of 
panic than deftness in handling a tricky 
situation created by shrewd speculators 
and hoarders 


Taw r 2- Indkx Numiikr <»• Winn i sai i- I’wa s 
(Base l‘)81.«2= l(X)) 


Month 

Raw 

t'olton 

('otton 
('loth 

(HI.) 

t'otloii 

Yam 

Cotton 

Cloth 

(Mills) 

Cotton 

('loth 

(PL) 

All 

Commo¬ 

dities 

September 1990 

141.3 

201 6 

187.3 

157 6 

169.6 

180.9 

Uecember 1990 

153.3 

2016 

1906 

162.1 

174.9 

186.6 

March 1991 

171.9 

200.6 

195.4 

166.6 

192.7 

191.7 

June 1991 

219.6 

202.7 

208.3 

177 9 

193.1 

198.4 

September 1991 

251.5 

202.7 

240.6 

184.1 

200.0 

210.4 

December 1991 

242 1 

202 7 

241.2 

185.6 

196.9 

213.2 

March 1992 

231.1 

213.1 

258.2 

196 9 

196.9 

217.7 

June 1992 

233.1 

216.6 

248.1 

198.3 

209.5 

224.1 

.September 1992 

217.7 

2166 

254.2 

199.7 

214.1 

230.7 

December 1992 

204.8 

216.6 

254.2 

201 5 

fl8.9 

231.4 

March 1993 (P) 

202.3 

218.5 

252.2 

205.8 

226.8 

232.5 


n. s l^werloom; IIL = Handloom; P = ftovisional. 

Source: Compendium of Textile Statistics, I99.X, OfTice of die Textile Ommissioiier, Government of 
India, Bombay. 
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Invbstmbki^ 

The gross capital formation in agricul- 
(tire (at 1980-81 prices) which was in 
^cess of Rs S.OOO crore per annum in the 
late 1970s is estimated to have declined to 
levels close to Rs 4,000 crore per annum 
oVer the 1980s. The major reason for this 
decline has been the sharp fall in the 
public sector gross capital formation from 
nearly Rs 1,700 crore in 1978-79 to less 
than Rs 1,200 crore in 1989-90. There has 
been some decline in the private sector 
gross capital fcH-mation also and, consid¬ 
ering its complementary relationship with 
the public sector capital formation, the 
situation may further worsen unlc.ss the 
latter revives. A plausible explanation for 
the decline in the public sector capital 
formation is that while the tempo of in¬ 
vestment in the green revolution area.s is 
slowing down, the other areas whose 
investment needs arc large and pressing 
are yet to receive the attention they 
deserve. It is obvious that development 
of watersheds, conservation and produc¬ 
tive use of common lands and provision of 
wide range of infrastructures for back¬ 
ward areas would all need substantial 
amounts of public investments. A system¬ 
atic assessment of these needs and ar¬ 
rangements to meet them would have to be 
given priority to raise the public sector 
capital formation. 

PANaiAYATi Raj Inshtutions 

Reaching investments and development 
inputs across large and widely spread 
areas needs active networks of grass roots 
level organisations. Those like co-opera- 
tives and voluntary groups have to emerge 
through the initiative of local people 
themselves and the government can only 
lend a helping hand. On the other hand, the 
institutions to tu'ing about decentralisation 
in administration and in development 
planning and implementation have to be 
established and nurtured by the govern¬ 
ment. Without effective local-level inte¬ 
gration of schemes, co-ordination in 
implementation, participatory mechanisms 
and continuous monitoring, it would hardly 
be possible to implement the develop¬ 
ment strategy for agriculture sketched in 
this paper. In large parts of areas to be 
reached, the situation is likely to be one 
of institutional vacuum. However, deter¬ 
mined efforts would have to be made 
to establish the panchayati raj instituti¬ 
ons and to put pressure on them to shoul¬ 
der the tasks of decentralised develop¬ 
ment as is being done in a few states 
like Karnataka. The tendency among 
the policy-maker is still to take it for 
granted that once priority is given to a 


sector in terms of larger allocation in 
the Rve-Year Plans, the development 
of the sector would automatically 
fcdlow. In the case of agriculture (and rural 
development in general), ineffectiveness 
of the grass roots level organisations is 
likely to be a constraint which is far more 
difficult to overcome than the problems in 
enhancing the plan allocations for the 
sector. 


Incentive Framework 

'Hrere is a misconception that the agri¬ 
cultural sector as a whole is a heavily 
subsidised and pampered sector. Scholars 
who have looked at the direct as well as 
indirect intcrvcntifins of the government 
in the agricultural sector find that the net 
effect of all these interventions is equiva¬ 
lent to imposition of a modest tax on 
agriculture rather than handing out large 
subsidies {Gulati and Sharma 1992]. Oth¬ 
ers have pointed out that subsidies 
categorised as agricultural often reach 
manufacturers ot inputs or meet the costs 
of employing expensive government bu 
reaucrats [Tyagi 1991]. Terms of trade fur 
agriculture—which can be taken as a rough 
indicator of the incentive framework for 
agriculture and which remained at the 
level of 100 or above during the period 
mid-60s and mid-70s—have been below 
the level of 90 for all the years after 
1976-77. Liberalisation implies freeing 
of domestic input and output markets 
and permitting exports and imports in 
response to the changing demand and 
supply conditions. Agriculture is still 
subject to numerous restrictions which 
would have to be progressively relaxed 
to improve the incentive framework for 
producers. 


V 

Conclusions 

Liberalisation and deregulation are be¬ 
ing viewed by the policy-maker as a strat¬ 
egy for stimulating industrial recovery 
and fur reducing the burden imposed on 
the economy by the inefficient govern¬ 
mental and public sectors. 'Hie purpose of 
this paper is to argue that, considering the 
economy as a whole including agriculture 
and its present development status, 
liberalisation can be a step in the right 
direction provided it is used as a strategy 
not to withdraw the government from the 
economy but to shift the focus of govern 
ment policies and concerns from helping 
and subsidising the organised parts of the 
economy which are now viable enough to 
operate on their own to building up the 
economy and society in the vast 
unorganised parts lacking development 


and remaining backward. Such actrat^ 
can promote broad-based agricultund 
growth which would not only increase the 
growth rate of the economy but, more 
important, enable the backward areas and ' 
the poor to participate in growth and shara ’ 
in its henents. Without a long-term per¬ 
spective and a strong commitment to help 
the unorganised and pour, liberalisation 
instead ot promoting growth would only ' 
intensify the gathering crisis in the Indian 
economy. 

Notes 

1 ’)'heslatislic.sg|ven in this paragraph are from 
Agru'ullural ilalitlin at a (Stance, March ' 
t99t ((lovemment ot InJia). 

2 The siati.slK's given in (his [laragraph are from 
Economic Survey. lWt-94, fiovernment of 
India. 
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Refonning Agriculture in the New Context 

C H Hanumantha Rao 

Agriculture can work as the biggest safety net in the process of adjustment by softening the rigours of inflation as 
well as by liaising income and employment for the vulnerable sections of the population. Broadening the domestic 
agricultural base by stepptngup public investment in irrigation, research and extension and in social development such 
as education and skills formation holds the key to the exploitation ofpossible gains from trade as well as to ensuring 
that such gains are widely shared by different regions and classes of farmers. 


1 

The Instituthinal Context 

THE organisation of Indian agriculture has 
been based on individual farming under the 
system of peasant proprietorship, unlike in 
the formersocialist countries. Moreover, no 
attempts have been made in India to delib¬ 
erately shift the terms of trade against agri¬ 
culture. C)n the other hand, owing to the 
persistence of imbalances between the sup¬ 
ply and demand for agricultural commexii- 
ties, particularly fixxlgrains, the terms of 
trade have continued to he favourable to 
agriculture throughout the greater part of 
the plan period including the first decade of 
green revolution I'Chamarajakshi 1977]. 
Also, because of growing influence of farm¬ 
ers, inevitable in a democratic polity, the 
farm subsidies—open as well as 
hidden—have been mounting over a period 
of time undermining the capacity of the 
government tomakc productive investments 
in agriculture. The rise in subsidies on irri¬ 
gation and fertilisers has iiKluced the alliga¬ 
tion of rcsouK'cs in favour of crops like 
wheat and rice re.sulting in the achievement 
of self-sufficiency in foodgrains and, conse¬ 
quently, .some decline in the relative price of 
these crops during the 80s. 

lliere was considerable underutilisation 
of capacity in agriculture in the former 
socialist economies both because of very 
high rate of capital accumulation fur over 
four decades, achieved in part by using 
surplus labour for capital construction as in 
China, and because of the organisation of 
agriculture under the system of collectives 
and communes leading to the suppression of 
markets and gross inefficiencies in the u.se 
of resources. In China, for instance, in total 
disregard foragro-climatic variations across 
regions, the policy of self-sufficiency in 
agricultural commodities in each region was 
strictly enforced. The authorities in com¬ 
munes used to decide what seed to be sown 
and how much fertilisers to be applied. 
Therefore, there was a big spurt in agricul¬ 
tural output in China in the 80s when the 
communes were disbandcii, inter-regional 
trade was opened up and terms of trade were 
shifted in favour of agriculture. 


In India, on the other hand, tlie rate of 
capital formation in agriculture bus been 
much lower and utilisation of available ca¬ 
pacities relatively more efficient. For ex¬ 
ample, the proportion of cultivated area 
irrigated in India is only about one-third, as 
against over SO per cent in China. Hie level 
of human capital formation in terms of 
literacy, education and health of rural popu¬ 
lation was also much higher in China when 
economic reforms were launched. More¬ 
over, except for occasional restrictions on 
the intcr-rcgional movement of fixxlgrains 
for the purposes of public priKurement in 
India, there has, by and large, been a free 
flow of commodities and resources between 
different regions in the country. 'Ihe success 
of green revolution would have been un¬ 
drinkable in the absence of integrated na¬ 
tional market in India which has been con¬ 
ducive to regional specialisation in Ihe pro¬ 
duction of crops, llicreforc, unlike in the 
socialist or command economics, there is 
little scope for stepping up agricultural out¬ 
put in India merely by improving Ihe effi¬ 
ciency of resource-use at the farm level by 
restructuring the management of agricul¬ 
ture or by redefining the n<lc of the state in 
relation to markets 

II 

Reforms in the Indian Context 

The economic reforms for Indian agricul¬ 
ture at present need to be directed basically 
towards augmenting Ihe productive poten¬ 
tial rather than designed merely to impnive 
the utilisation of available resources. Hie 
declining trend in investment in agriculture, 
iiicteasiiig land degradation, technological 
stagnation and growing non-viability of 
credit institutions reinforce the need fur 
such reforms. The reforms fm- agriculture 
that need to be undci taken fall broadly under 
two categories, vi^, infrastructural-techno¬ 
logical and institutional. The three major 
areas of concern under the former category 
arc: (i) stepping up public investment in 
agriculture, among other things, by reduc¬ 
ing farm subsidies; (ii) exploring new av¬ 
enues of technological breakthrough such 
as Che introduction of biotechnologies; and 


(iii) sticngthcning of Ihe programmes for 
soil and moisture conservation in dryland 
areas by integrating wage-employment 
programmes with tlicm. Ihc areas of con¬ 
cern on the institutional front are; (i) restor¬ 
ing the health of rural credit institutions; 
(ii) restructuring institutions for 
decentralised management of agricultural 
infrastructure; and (iii) raising incentives 
for investment and effort by the farmers and 
improving the efficiency of rcsrairce-usc by 
relaxing restrictions on trade in agriculture 
commodities. 

Farm StmsiDiFS versus Investment 

It would be instructive to know the in¬ 
crease in the magnitude of subsidies for 
agriculture incurred by the centre and states 
together in relation to plan expenditure for 
the development of this sector. For irriga¬ 
tion we arc considering only the subsidy 
incurred on account of the non-recovery of 
operation and maintenance charges leaving 
out the cost of capital deployed. Further, 
based on tlie world price of fertilisers, we 
arc u.ssuming that only about half the actual 
sutisidy on fertilisers benefits the farmers 
and the csHisumers [Oulati 1990]. 

llie input subsidies, so calculated, on 
fertilisers, irrigation, electricity and credit 
combined constituted around one-thin) of 
total plan expenditure on agriculture, irriga¬ 
tion (including flood control) and Special 
Area l^igrammes incurred by the centre as 
well as state governments in 1980-81, and 
rose steeply to as high as 90 per cent of such 
plan expenditure in 1989-90 [Rao 1994J. If 
aniiu.ili$cd cost of capital invested in irriga¬ 
tion is also accounted fur at historical cost, 
which is quite modest when compared to the 
replacement cost, Ihc subsidy on surface 
irrigation during the Seventh Plan period 
(Rs 11,800 crorc) exceeded the Seventh 
PldnexpcndituFc(Ks 1 EOOOcrorejonmajt^ft 
and medium irrigation. Tlie subsidy on rural 
electricity during Seventh Plan period 
amounted to Rs 11,700 crorc which is about 
three times the Eighth Plan outluy of 
Rs 4,000 crorc provided m Die State Plans 
rural electrification in the P>wer Sector 
(Eighth Five-Year Plan, p 197). It is clear, 
therefore, that for every rupee of in vestment 
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in agriculture, we are incurring today more 
than a nit>ee by way of subsidies on inputs 
for agriculture. 

lliese subcidies have reached a point 
where their beneficial effects seem to be 
outweighed by the adverse effects in terms 
of macroeconcanic imbalances, slowing 
down of public investment in agriculture, 
inefficient use of resources at the farm level, 
degradation of environment, and reduction 
of employmoit. Since there is now an over¬ 
use of these inputs in limited pockets, effi¬ 
cient pricing of such inputs may lead to 
greater diversification of their use benefit¬ 
ing a larger number of crops over wider 
areas. This would result in greater employ¬ 
ment and output per unit of capital invested. 

The latest data from the CSO up to 
1990-91 shows that although gross capital 
formation in agriculture by the private sec¬ 
tor at 1980-81 prices has showp an increa.se 
since 1987-88, that by the public sector 
continued to decline significantly, so that 
the total real gross capital formation in 
agriculture in the late SOt is still lower than 
that achieved in the early 80s. This trend has 
to be rever.scd by stcf^ing up public invest¬ 
ment in agriculture. For this to happen, it is 
imperative to reduce subsidies on inputs. 
However, there is considerable political re¬ 
sistance and, in a democratic polity, the 
process of change Uiwards rational pricing 
of inputs is bound to be slow. In these days 
of globalisation and easy flow of informa¬ 
tion, it is becoming difficult to convince our 
farmers about the m ed to reduce such sub¬ 
sidies when their counterparts in the market 
economics like the U,S, Japan and F.urr^'an 
f'ommunity enjoy much higlicr level of 
subsidies. Despite some reduction in 
fertiliser subsidy, tlic plan investment in 
agriculture has been declining lu-cause of 
the negligible rise in central assistance to 
slate plans on account of the drive tor reduc¬ 
ing fiscal deficits. Tliis is being allemptcd 
not by reducing revenue deficits but largely 
by reducing capital expenditures Also, the 
states' resources have been cixHied by the 
slow rise in the revenues from the sharealile 
taxes like income tax and union excise duties 
consequent to the recent reduction in tax rates 

Tbchnouwical Hhjhadaiion 

Tlie achievements of the Indian agricul 
tural research system so far in respect of 
raising yields in the unirrigated and 
unfavourable agro-climatic regions arc not 
comparable with tho.se realised f<;r the irri¬ 
gated areas in the early years of green revo¬ 
lution. Even in irrigated areas, the yields 
under seed-fertiliser technology have been 
hovering around tlicir peak for some time. 
The tools of emerging biotechnology like 
genetic engineering, tissue culture and so on 
seem to offer significant possibilities for 
breaking these bakers. The most important 
feature of biotechnology distinguishing it 
from the seed-fertiliser technology is the 


possible saving oa chemical inputs like pes¬ 
ticides and fertilisers. 

The pro-poor bias of biotechnology arises 
from this saving on chemical inputs, from 
its scale-neutrality at the farm fevel, relative 
stability in yields and improved prospects 
for crops grown in agro-cliinatically 
unfavourable areas. Biotechnology may also 
contribute to the protection and regenera¬ 
tion of environment by reducing the depen¬ 
dence on cticmical inputs. If farm subsidies 
are reduced significantly in the developed 
countries in pursuance of the recently con- 
cludcdGATTagreement, chemical fertilisers 
may increasingly be replaced by the renew¬ 
able sources like biologically fixed nitro¬ 
gen fJain 1993J. More significantly, bio¬ 
technologies may contribute to cco-protec- 
tion by raising yields and thus releasing 
marginal lands from cultivation. They also 
facilitate large-scale afforestation Ihmugh 
tissue culture techniques. 

However, being kn^ledge-intcnsi vc and 
skill-intensive, they necessitate greater in¬ 
vestment in research as well as in improving 
the capabilities of fanners. Although some 
advanced centres of research in biotechnol¬ 
ogy have been established in the country, it 
is not clear how such priorities find their 
place in the existing agricultural rc.scarch 
system in India. It is necessary to have a 
fresh look at the priorities of the Indian 
agricultural research system in tlie light of 
these emerging prcsspccts and for adequately 
taking inin account the socio-economic fac¬ 
tors relevant in the evolution of new tech¬ 
nologies 

India is currently investing only alioutO.J 
per cent of its agricultural domestic gross 
pnxluct in agricultural research, as ag.iinst 
0.7 per cent in the developing countries as a 
whole and as much as 2-3 per cent in the 
dcvclo|)ed countries [Jain 1993). Thciclorc, 
so far as India is concerned, there is consid¬ 
erable scope for diverting incremental out¬ 
lays for the priority areas in rescaich 
Strengthening indigenous capabilities in 
biotechnology by involving the private sec¬ 
tor in research as well as in the multiplica¬ 
tion and distribution of seeds provides an 
effective safeguard, in the long-run, against 
the patenting of seeds and other restrictive 
practices by the multi-national corpoi at i< >ns. 

Son AND Moimuri-, t'oNSbavAiioN 

A large part of unirrigated aica i- 
characterised by low and uncertain rainlall, 
low wages and high poverty. Owing to the 
unregulated expkiitation, these fragile areas 
have been highly degraded. Because of low 
anddcfectivcpricingof electricity, tlie pump¬ 
ing of ground water has been greater than the 
recharge resulting in low water table and 
shortage of drinking water. Nevertheless, 
there is considerable scope for soil and 
moisture conservation and for harvesting 
rein yvater in such areas by arresting the run¬ 
off. The ongoing programmes for this pur¬ 


pose need to be strengtbeoed thiougb btBlter| 
planning and sequencing of works on 
watershed basis by invedving people and', 
improving co-ordination between varioHif 
departments. The wage employni«at| 
pnigrammes, so essential for tliese ai«aa,| 
can be integrated with the ongoing- 
programmes for soil and moisture conacr-*' 
vation, as is being attempted through the^ 
Employment Assurance Scheme (EAS)ie*' 
centJy launched by the government to guar- ' 
antec wage employment for 100 days for* 
tho.se in need and seeking employment in' 
drought-pnme, desert, tribal and hill areas.I' 
.Some of the ardent advocates of eco-^' 
nomic reform feel that such employment'' 
programmes are populist, as they may result* 
in raising the fiscal deficit (Narasimbam I 
1993]. It is important to recognise that such ' 
programmes, when properly implemented, | 
will raise agricultural productivity, improve 
equity and promote sustainability. Indeed, ' 
in a democratic polity like ours, leconcdlkig'' 
the goals of efficiency with those 
lustice IS necessary for sustain— 
lorm prtK'ess itself. 

Credit Reiohm 


According to the Report of the Agricul-*' 
tural Credit ReviewCommittee [RBI 1989], ’ • 
the rural credit system is now threatened by' ‘ 
rising overducs and deficiencies in manage-' 
ment attributable basically to the pcdicyo 
environment as well as political culture" 
which encourage lending at subsidised rates - ^ 
for activities that are not productive, dis-'i 
courage professional approach and neces-*> 
sary follow-up in lending, and firomote wil- *' 
ful default on the part of those who have the' I 
capacity to rep.iy. As a consequence, recy-'i 
cling of credit has become a major casualty, 
the losers licing the present as well as the! 
pros(Kclive borrowcis. llicrcforc, improv-* 
ing the viability of credit institutions should' 
Ijc foremost on the policy agenda. 

Institutional cicdit for agriculture has to) 
expand at a faster rate than before because of • 
the need to step up agi icultural exports and > 
also because the changing pnxluct-mix will > 
necessitate larger investments. It would be' 
desirable to ph.isc out the ctxiccssional rales * 
of inteicst .IS recommended recently by the' 
Committee on the Financial .System [GOI> 
1991), liccause the normal rates of interest' 
chaigcd by the institutiimai sources would! 
still t>c lower than those charged in the* 
informal m.iiket. It would, however, be' 
necessary to ensure the timely availability* 
of institutional credit to tlie weaker sections' 
through appropriate rationing of credit. Oth-' 
crwisc, the well known tendency on the part' 
of the bankers to reduce unit costs by serv-, 
ing a smaller number of big borrowers rather * 
than a targe number of .small borrowers*- 
would result in squeezing credit to the needy'' 
sections. Incidentally, the recommendation* 
of die Narasimham Committee that the credit * 
share for the 'redefined priority sector’ con- * 
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fisting of weaker sections be p^ged at the 
existing level of 10 per cent does not take 
into account the need toreplace the informal 
sources on which these sections are heavily 
dependent present, let alone meeting the 
growing demtand for credit from them. Sub¬ 
ject to such broad guidelines, the manage¬ 
ments of credit institutions have to be ac¬ 
corded greater autonomy by doing away 
with administrative and political interfer¬ 
ence in their day-to-day fonctioning. 

DsCEhmtAUSATlON 

The designing and management of infra¬ 
structure such as surface irrigation and rural 
electrification is done by the top-down bu¬ 
reaucratic structures with very little say for 
the concerns and perceptions of user-fann¬ 
ers. The absence of a link between the 
payment of service charges and the prospect 
of improvement in the infrastructural ser¬ 
vices has provided a fertile ground for the 
politicisation of cost-recovery processes. 
Involvement of the user-farmers in the man¬ 
agement of agricultural infrastructure 
through the users' associations and the local 
level elected institutions represents the clos¬ 
est approximation to privatisation of such 
activities. Such non-market institutions of 
representative type at the local level includ¬ 
ing the voluntary organisations seem to 
provide the only workable alternative at this 
stage, whether to bureaucratic management 
or to full-scale privatisation. The recent 
agricultural breakthrough achieved in West 
Bengal points to the efficacy of decentralised 
management of infrastructure [Sen 199.1]. 

The political and bureaucratic resistance 
todecentralisation notwithstanding, the need 
as well as the prospects for decentralisation 
are much greater now than ever before. The 
Constitution (Seventy-third) Amendment 
Act, 1993, has given some impetus to the 
[voccsses of decentralisation insofar as it 
mandates periodic elections to the Panchayati 
Raj Institutions, reservation of scats for 
scheduled castes and sclieduled tribes and 
for women. However, the states have to 
muster the necessary political will to del¬ 
egate to these institutions, the vital subjects 
bearing on economic development and so¬ 
cial justice as listed in the Eleventh Sched¬ 
ule; to devolve adequate resources to them 
through the mechanism of the state-level 
Finance Commissions; and to entrust them 
with necessary power over the administra¬ 
tion. TherealisaticHi of these goals is bound 
to be a painstaking and time-qonsuming 
process. 

The success of decentralisatiun in achiev¬ 
ing its social objectives would very much 
depend upon the prevailing social structure. 
It is not accidental that panchayati raj insti¬ 
tutions have been functioning well in situa¬ 
tions wfaeie land reforms have been imple¬ 
mented effectively. Because of low wages 
and scale-neutrality of bio-chemical tech¬ 
nology, there is, as yet, no evidence of 


increasing returns to scatoin Indian agricul¬ 
ture. There is, therefore, no case on effi¬ 
ciency grounds for doing away with the 
existing ceiling on landholdings and for 
encouraging large-scale emporate farming 
at this stage, except in cases where land, 
hitherto uncultivated, cannot be reclaimed 
without large-scale investments in heavy 
machinery and equipment. It would, how¬ 
ever, be necessary to remove restrictions on 
the lease market for agricultural land with a 
view to ensuring effleient use of resources 
as well as far augmenting the operational 
holdings of the small and themarginal farmers. 

Trade Libbrausatiok 

There is considerable potential for raising 
India’s share in wmld exports of agricul¬ 
tural conunoditics. It is necessary to exploit 
this potential not only for earning foreign 
exchange but more importantly to widen the 
opportunities for raising farm income and 
employment by diversifying and 
modernising agriculture. Dryland areas 
where wages are low and poverty is wide¬ 
spread may benefit significantly from trade, 
as they have a comparative advantage in 
horticulture and livestock products, the de¬ 
mand for which is less inelastic than for 
foodgrains. However, this would require 
large investments in agro-processing and 
other infrastructure. 

Rice, cotton and wheat seem to have 
emerged as good exportables up to a point, 
particularly after the recent adjustments in 
the exchange rate and convertibility of the 
rupee on trade account, whereas the imports 
of edible oils, which have been heavily 
protected could be increased [Gulati and 
Shaima 1991). However, if input subsidies 
are brought down, there would be some 
diversion of resources from water-intensive 
and fertiliser-intensive crops to semi-irri¬ 
gated crops, thus narrowingdown thediffer 
ence between the international and domes¬ 
tic prices of cereals as well as oilseeds, 
unless farm subsidies are drastically re¬ 
duced in the developed countries. Neverthe¬ 
less, there may still be some gains through 
trade by specialising in crops like rice and 
cotton, including particularly in the non- 
traditional areas like horticulture, and by 
importing edible oils up to a point. 

However, world trade in grains is highly 
volatile and considering the possible impact 
of India’s decision to export (import) grain 
on world prices, exports (imports) may cease 
to be profitable beyond a point. Finther, the 
possibilities of intcr-crop substitution with 
a view to stepping up the output of 
‘exportables’ may not be as bright as may 
appear at first sight from the highly aggre¬ 
gated data on tlic relative profitabilities of 
’competing’ crops. Beyond a point, the rise 
in the prices of exportables or fall in the 
prices of importables may affect the in¬ 
comes of the farmers more than they alter 
the cropping patterns. Besides, in view of 


the uncertainties of world stqrpKes, Iheeouai^^ 
try cannot run the risk of undomining bl) 
food security by running down the domestic 
stocks below a certain critical minimunf^ 
considering the incidence of droughts a«^ 
the commitments of the public distributkNlf 
system to meet the requirements of a laigtf' 
population still living below the poverty' 
line. Also, care has to be taken to ensure that 
the prospects for techndogical change ill 
respect of oilseeds are not jeopardised be^' 
cause of unremunerative prices resulting 
from heavy imports. It is important tc 
recognise in this context that technological' 
changes in the case of cereals like wheat and' 
rice after the mid-60s were critical in alter-' 
ing the comparative advantage of different 
crop.s. 1 

111 I 

Conclusions 

I 

'Die most important consequence of the; 
reduction in input subsidies for agriculture! 
and the relaxation of restrictions on trade ini 
agricultural commodities would be to raise 
the invcstible resources with the govern-1 
ment as well as the farmers. This tendency 
would be reinforced in the long run because - 
agriculture would also benefit significantly 
from the improvements in the domestic, 
terms of O'ade, as the industrial inputs for 
agriculture and consumer goods become t 
competitive and dieapcr consequent to de-' 
regulation and opening up of the economy.' 
In the short run, however, there is a need tot 
cope with some of the adverse consequences | 
of economic reform such as inflation and' 
slow growth of output and employment | 
Agriculture can work as the biggest safety | 
net in the process of adjustment by softening 
the rigours of inflation as well as by raising 
incixne and employment for the vulnerable 
sections of population. Broadening the do¬ 
mestic agricultural base bysteppinguppub-' 
lie investment in irrigation, research and 
extension, and in social development such 
as, education and skills bolds the key to the 
exploitation of possible gains from trade as 
well as for ensuring that such gains arc 
widely shared by different regions and 
classes of farmers. 

Of the six sets of reforms discussed above, 
freeing trade for 'setting prices right’ is 
pcihaps the easiest to achieve. But ensuring 
adequate supply response and equitable dis- 
trilnition of gains depends critically on the 
non-price factors like stepping up invest¬ 
ment, technological change, conservation 
of land and water resources, credit reform 
and decentralisation of management which 
are far more difficult to achieve. Therefore, 
‘freeing’ trade without simultaneously un¬ 
dertaking measures for augmenting capaci- • 
ties and building ‘safety nets’ for the poor' 
may result in slow growtii, high {wices 
foodgrains and the accentuation of regional 
disparities in development. F,xoessivc pre- 
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bocUpation with prices may prove to be 
BMntfiil by diverting attention from the 
pore important tasks which belong to the 
non-price world for releasing consiraints on 
production such as investment and techno¬ 
logical change (Narain 1976|. The experi¬ 
ence with agricultural supply response in 
several developing countries shows that the 
'riasticity of output with respect to major 
technological shifters like urigation is sig¬ 
nificantly higher than the pi ice elasticity 
,'even after the effect of pricc-induced inno- 
tyatkms is accounted for [Krishna 1982]. 
"'National policy-makers and international 
development bankers will therefore do well 
to devote at least as much attention and 
effort to the development of icclinology, 
’infrastructure, and human capital as to (he 
(niceenvironment" (Krishna 1982). 


[This psper is based on the Dharm Narain Memu- 
*rial Lecture delivered by the aulhor on January 17, 
1994 under the joint auspices of the Institute of 
Economic Growth and the Delhi Schixd ol Ectv 
^pomics, University of Delhi ] 
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The Budget and ^Structural Adjustment 
with a Human Face’ 

K Seeta Prabhu 

The structural adjustment programme in the country is being implemented against a background of incomplete 
structural transfomiation, low level of human development and distorted patterns of expenditure in education and 
health. Complicating the issue further is the fact that the bulk of the expenditure on social sectors is incurred by the 
state governments which have pursued human development strategies with varying degrees of intensity. Given such 
dismal initial conditions and the low rate of growth of the economy, the pursuit of structural adjustment with a human 
face depends on the degree of political commitment at both the centre and the state levels. 


I 

THE current union budget is the fourth 
in a series of budgets prepared by the 
union Hnance minister Manmohan Singh. 
The budgets presented since 1991-92 
have attempted to bring about far-reach¬ 
ing changes in the fiscal structure of the 
economy in keeping with the philosophy 
of stabili.sation and structural adjust¬ 
ment programmes currently under way in 
the country with the active support of 
the international financial institutions. 
International experience with these 
programmes suggests that they could 
often lead to a deterioration in social 
sector development, particularly in the 
short rup, unless specific measures 
are taken to avoid such an occurrence. 
The impact of the budgets presented 
since 1991-92 in general, and the current 
budget proposals for 1994-95, need to be 
examined in the light of such apprehen¬ 
sions. This IS particularly important in the 
case of India, whose low level of human 
development has been a cause of global 
concern. 

The Human Development of the UNDP 
Report 1990 had ranked India 123 among 
160 countries in the Human Development 
Index constructed by them.' In 1993, 
India’s rank was even lower at 134 among 
173 countries. At this level, India's poisi- 
tion is lower not only than that of several 
south-east Asian countries such as Indo¬ 
nesia and Malaysia, but also than that of 
several south Asian countries (UNDP 
1993]. It has also been pointed out that 
rapid strides in human development have 
been made at relatively low income levels 
by China and Sri Lanka, whose efforts at 
development were initiated at about the 
same time as that of India [Griffin 1992, 
Tan and Mingat 1992]. For example, the 
under-five mortality rate in China and 
India in 1960 were 203 and 282 respec¬ 
tively. By 1990, China managed to drasti¬ 
cally reduce child mortality levels to 42 
per 1000 live births whereas in India the 
rate continued to be more than three times 


higher at 142. Consequently, while life 
expectancy in China soared from 47.1 
years in 1960 to 70.1 years in 1990, in 
India the increase was of a smaller magni¬ 
tude from 44.0 years to 59.1 years, during 
the same period (UNDP, 1992). In the case 
of another important human development 
indicator, literacy, the differences are 
much more glaring. Several Asian as well 
as south-east Asian countries achieved 
high levels of literacy of over 70-80 per 
cent more than two decades ago while 
India has yet to reach this goal despite the 
fact that achieving universal literacy has 
been an important goal of Indian planning 
since its inception. 

It was necessary to reiterate the above 
well known facts in order to be aware of 
the background against which the macro 
economic adjustment programme has been 
initiated. Hie government of India has 
been repeatedly assuring the nation that 
adjustment in India would be with a ‘hu¬ 
man face’. Given this assurance, it only 
seems logical to examine the impact of the 
current budget on social sectors against 
the backdrop of what has been stated above. 
This paper addresses itself to an analysis 
of the impact of budgetary measures un¬ 
dertaken thus far on social sectors with 
particular reference to education and health 
sectors which account for the bulk of 
social sector expenditures. 

The paper is arranged into seven sec¬ 
tions for analytical convenience. The next 
section briefly reviews country evi¬ 
dence with respect to the impact of 
adjustment on social sectors with par¬ 
ticular reference to south-east Asian 
countries. Section III outlines the state 
of human development in India. Sec¬ 
tion IV explains the concept of ‘.struc¬ 
tural adjustment with a human face’ 
while Section V examines the main 
proposals of the union budget from this 
perspective. Since the majority of expen¬ 
ditures on social sectors is incurred by 
state governments. Section VI examines 
the trends in their expenditure pattern on 
social sectors in the light of the financial 


stringency experienced by them. The last 
section brings together the main conclu¬ 
sions of the study. 

n 

Impact of Adjustment on 
Social Sectors 

Measurement of the impact of adjust¬ 
ment on social sectors is problematic for 
more reasons than one. Firstly, there is 
generally no definite idea as to what ex¬ 
actly constitutes adjustment and how the 
identified measures affect social sectors 
independently of other simultaneous in¬ 
fluences [Noss 1991]. Secondly, the im¬ 
pact of measures taken in the education 
and health spheres is experienced mainly 
in the long run and evaluations based on a 
relatively short period of five to 10 years 
tend to undcr-estiniate the true impact of 
adjustment. Furthermore, the indicators 
used to judge education and health devel¬ 
opment arc themselves subject to limita¬ 
tions. For example, the most commonly 
used indicator in the education sphere is 
expenditure on education as percentage of 
GNP. More often than not, it is the pattern 
of expenditure and the efficiency with 
which resources are used that inriuence 
outcomes to a larger extent than mere 
quantum or levels of expenditure. In fact, 
a distinction needs to be maintained be¬ 
tween (a) reduction in per capita expendi¬ 
tures, and (b) deterioration in sectoral 
development. While most ’adjusting’ 
countries have experienced a reduction in 
per capita expenditures, it is rather sim¬ 
plistic to conclude that, ip’so facto, there 
has been a deterioration in social condi¬ 
tions unless corroborative evidence is cited 
to that effect. 

A more fundamental methodological ob¬ 
jection to the series of studies conducted 
in this sphere has been raised by Kakwani 
et al (1990). They point out that in order to 
estimate the likely impact of adjustment 
on social sectors, it would be necessary to 
arrive at a judgment of sectoral develop¬ 
ment in the absence of adjustment. While 
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the importance of counteifactual approach 
has been stressed, it is not clear what alter¬ 
native measures would have been adopted 
' in 'the absence of the IMF-World Bank- 
' sponsored package of measures. Adjust- 
' inent need not ncce.ssanly imply globalisation 
\ but could he mainly indigenous in nature 
'] Thus while all attempts ai comparing the 
I experience of vastly disparate economies is 
] prone to cnticism, the comparison of the 
<1 experience of ‘adjusting’ countries is even 
^ more hazardous. 

f The above point may best be illustrated 
' with the help of evidence with respect to the 
' education sector. Salin (198*)) whi Ic review 
• ing the experience ol 16 aiijusiing countries 
'' before and after adjustment concluded that 
*i adjustment did not reveal any clear impact 
I of the share of education in total budgctiuy 
spending of the govenmients. Kakwaiii ct al 
'• (1990) adopt a more sophisticated approach 
'I and grouped the countries studied into five 
j categories, depending on the degree ol ad- 
, justment that a couniiy had experienced. 
I The World Bank (1990) u.sed a three-fold 
classification, viz, intensely adjusting, oth- 
' ers and non-adjusting countries to study the 
-i impact of adjustment on various sectors. 

While Sahn did not find any stiong evidence 
'' that adjustment affected the education sec- 
' tor, methodologically .sophisticated studies 
of Kakwani ct al and Wotid Bank obseivcd 
that adjustment lending was assrx-iated with 
I a declining trend of education financing 
from public sources. Per capita expenditure 
' as well as gross primary cnrollniciit ratios 
declined in most of the intensely adjusting 
countnes between 1980 luid 1985. 
i' Whi Ic the evidence on the impact of sti uc- 

. tural adjustment on S(x;ial sectors is confiis- 
j ing or even contradictory at times, there arc 
I certain conclusions that have emerged un- 
i ambiguously from the literature which have 
I acquiredthestatusof‘styli.sedfacts' (Prabhu 
I and Kamdar 1993). We identify some of 
I these below; 

(1) The initial conditions, which signify 
the base from which structural adjustment 
programmes (SAP) are initiated, and the 
egalitarian ethos in the concerned countries 
seem to be crucial in determining the imp.-ict 
of SAP on social sectors. (2) The rate of 
h growth of the economy during ‘adjustment’ 
~ plays a key role in detcrmimng the impact 
of SAP on social sectors. (3) The political 
commitment to social sector development 
influences the extent and direction of 
adjustment to be borne by these sectors. 

I The evidence from Latin America and 
sub-Saharan Africa on the one hand and 
south-east Asia on the other bear ample 
testimony to the above facts. There is near 
. unanimity in the literature that structural 
adjustment programmes had adverse effects 
on the poor in Latin America and sub- 
Saharan Africa and that low or negative 
growth rates of the economy resulted in a 

fv 

ft 1A1^ 


deterioration in living conditions of the poor 
in the absence of adequate safeguards to 
protect the vulnerable sections [Comia, Jolly 
and Stewart 1987, Stewart 1992, and 
Bourguinon and Monisson 1992*]. The south¬ 
east Asian experience, on the other hand, 
has been one where 'adjustment' was accom- 
pimied by an improvement in social condi¬ 
tions. An understanding of the factors contrib¬ 
uting to such an experience assumes impor¬ 
tance for a country seeking to implement 
structural adjustment with a human face. 

There is no denying the fact that favourable 
initial conditions have eased the path of 
adjustment in south-east A.sian countnes. 
While their success in achieving high rates 
ol growth dunng a relatively short period of 
time IS highly commended, their pursuit of 
egalitarian policies and massive and sus¬ 
tained investment in human resource devel¬ 
opment IS often not given due attention. For 
example, in Korea as well as in Malaysia 
primary and .secondary enrolment rates were 
over 60 per cent as tar back as 1970fllNDP 
IWI j. Undernourishment, in terms of .short¬ 
fall from required caloric intake was mar¬ 
ginal In 1965, Korea reported that its popu¬ 
lation obtained 99 per cent ol the required 
daily calorie supply whereas in Malay.sia the 
percentage washighet tit 101 [UNDF 1W3|. 
The Latin American countries, such as Bra¬ 
zil <uid Mexico, also had high literacy and 
nutritional levels. However, they lacked the 
egalit.vian policies implemented in Malay¬ 
sia :md Indonesia. 

The majui distinguishing feature of the 
two south-east Asian economics has been 
that they hud an ethos of pursuit of egalitar¬ 
ian policies imd the adoption of what is now 
being termed structural adjustment with a 
human face was a natuial extension of this 
ethos to encompass stiuctural adjustment 
prognunmes. This is rcllected in the various 
measures adopted by these two economies 
much before the ne^ for adjustment arose 
in early 1980s. The set of measures adopted 
included higher prices for the principal food 
crop, rice, empolyment generation 
programmes and subsidies for agricultural 
inputs. The combined effect of thc.se mea¬ 
sures was an increase in employment, pro¬ 
ductivity and incomes in rural areas. For the 
urban prKir, the programmes comprised rapid 
expansion in mining construction, transport 
and utilities sectors which helped to in¬ 
crease the demand for unskilled labour and 
considerably raised their income levels. 
Con.scqucnt to the adoption of the above 
senes of well integrated measures, poverty 
in rural Malaysia declined sharply from 
over two thirds of rural population in 1970 
to a quarter in 1984. In urban areas, the 
reduction was Irom 25 per cent in 1970 to 8 
pcrccntin 1980[DemcryandDcmcry 1991; 
Bourguinon and Morrisson 1992]. 

In Indonesia also the emphasis was on 
raising incomes in the rural sector through 


structural reforms such as land ctmsoUda- 
tion, investment in rural infrastructure and 
subsidies to key agricultural inputs such as 
fertilisers. The resultant rice bmm that en¬ 
sued helped in reduction of poverty and 
malnutrition (Thorbecke 1991]. 

Structural transformation was an impor¬ 
tant feature of both these economies in the 
pre-adjustment period. In Indonesia the share 
of agriculture in GDP (at current prices) 
declined from 38 per cent in 1973 to 24 per 
cent in 1980 whereas industry's share in¬ 
creased sharply from 26.5 per cent to 42 per 
cent. The decline in share of agriculture in 
national income was accompanied by a simi - 
lai decline in the proportion of population 
dependent on this sector from 63.yper cent 
to 57 per cent between 1973 and 1980. In 
Malaysia, between 1973 and 1980, the share 
ol agnculture in GDP declined from 26.4 
per cent to 22 per cent while that of industry 
increased from 27 per cent to 38 per cent, 
with the share ot manufactunng in partFcu- 
lar increasing substantially from 15 per cent 
to 20. 6 per cent between that two time 
points (Woild Bank 1991]. A significant 
feature was the protection of indigenous 
industry by means ol tanffs and quotas 
which enabled Malaysia to emerge as a 
leading exporter of labour-intensive manu¬ 
factured goods subsequently. The creation 
of more Ilexible economic structures, ex¬ 
pansion of labour-intensive investment 
programmes and shifting the composition 
of public expenditure towards sectors that 
benefit the poor have ensured that vulner¬ 
able sections and the quality of human re¬ 
sources einbixlicd therein were protected 
(Heller et al 1988). 

While It has been recognused that high 
rates tif growth of income do not necessarily 
ensure human development, it has also been 
realised that the development of social sec¬ 
tors would be a formidable task in the ab¬ 
sence of a tcasonabie rale Of growth of the 
economy [Comia, Jolly and Stewart 1987], 
South-east Asian countries' like Indonesia 
and Malaysia entered the adjustment period 
with high growth rates of over 7 per cent per 
annum. While adoption of adjustment poli¬ 
cies resulted in the decline of growth rates in 
both the economics, they remained at over 3 
per cent per annum for the period 1980-90, 
rates which are considered high by interna¬ 
tional standards for an ‘adjusting country’ 
[World Bank 1991 ]. In sharp contrast to the 
experience of most south-east Asian coun¬ 
tries is the experience of Latin America and 
sub-Saharan Africa. Most countnes have 
experienced very low (less that 2 percent) or 
negative growth rates during adjustment. 

Growth rates have significant implica¬ 
tions for government expenditures, more 
particularly for expenditures on social sec¬ 
tors like education and health. Real per 
capita government expenditure bn social 
services in most of the countries undergoing 



adjustment in Latin America and sub-Sa¬ 
haran Africa declined. While social spend¬ 
ing as a proportion of non-interest spending 
remained broadly constant in sub-Saharan 
Africa during 1980-1987, it fell in Latin 
America. “The aggregate effect of the fall in 
total government expenditure per capita in 
the two adjusting regions, together with the 
decline in the share of health and education 
was a decline in social spending per head of 
26 percent in sub-Saharan Africa and Ig per 
cent in Latin America (1980-5)” (Stewart 
1992,p-1901. 

The impact of political factors on living 
standards of the poor during adjustment can 
best be illustrated with the example of Chile. 
The Chilean case is often highlighted as one 
in which despite an adverse macro-eco¬ 
nomic situation and consequent reduction in 
real per capita social sector expenditure, 
appropriate targeting ensured protection of 
the poorest sections of the population (World 
Bank 1990]. While this is true, it constitutes 
only part of the story. A pcculianty of the 
Chilean experience is that govemijient poli¬ 
cies benefited the richest and poorest groups 
simultaneously. Several policies such as 
preferential rate of exchange to dollar debt¬ 
ors mainly benefited the high income groups 
even as targeting of subsidies and distribu¬ 
tion of food to pregnant women and children 
under six years of age had a beneficial 
impact on malnutrition and infant mortality. 
However, a general impoverishment of fami¬ 
lies other than those belonging to the poor¬ 
est sections led to the emergence of sharp 
class distinctions m the country (Bourguinon 
and Morrisson 1992]. This shows that while 
specific targeted programmes arc effective, 
their utility is limited to the shoit mn until 
more egalitarian policies diffuse the ben¬ 
efits of growth more widely. 

The lessons ol the briel digression are 
clear. Human development policies have 
greater chances of success if implemented 
as an integral part of development strategy 
and with full commitment on the part of the 
government. As the Human Development 
Report, 1991, observed, “It is too often a 
lack of political commitment, not of re- 
•sources, that is the uliimate cause of human 
neglect” (UNDP. 1991, p 11). 

ni 

Human Development in India 

In contrast to the conditions prevailing in 
Indonesia and Malaysia, the conditions with 
respect to human resource development in 
India are appalling. In 1991, the literacy rate 
in the country was only 52.1 per cent with 
324 million in the age group of seven years 
and above being classified as illiterates. 
India has the largest pool of children in the 
world who do not attend school. In 1991 out 
of 100 million children in least developed 
countries who were not in school, the bulk. 


i e, 72.9 million were in India (UNDP 1993]. 
The drop-out rates at the primary level in 
1989-90 at 46 per cent for boys and 50 per 
cent for girls (lAMR 1993] m^e a mockery 
of the ‘high’ gross enrolment ratios re¬ 
ported. The average number of years of 
schooling in 1990 was only 2.4 years in 
India as compared to 8.8 years in Korea and 
5.3 years in Malaysia [UNDP 1993]. In 
terms of health, infant mortality continues 
to be high at 79 at the all-India level (Gov¬ 
ernment of India 1994] even as under-nutri¬ 
tion is rampant. 

The general economic conditions have 
also not been favourable to the poor. Struc¬ 
tural transformation of the economy has 
remained incomplete with the share of 
agriculture in Gross Domestic Product hav¬ 
ing declined drastically from 42.36 per cent 
in 1970 to 31.8 per cent (at current prices) in 
1992-93 (CSO 1994], whereas the popula¬ 
tion dependent on agriculture has declined 
Mily from over 70.7 per cent to 63.9 per cent 
during 1977-78 to 1987-88. 

The share of agriculture and allied activi¬ 
ties, irrigaUon and rural development de¬ 
clined steadi ly I rom 24.9 per cent in the First 
Plan to 20.6 per cent in the Eighth Plan. The 
reduced emphasis given to the agricultural 
sector, which is the main source of liveli¬ 
hood of the bulk of the rural population, is 
also reflected in the deceleration in public 
investment in agriculture (Rath 1989. Shetty 
1990]. Pnvate investment in agriculture is 
complementary lo public investment. There 


has therefore been a deceleration in agricul¬ 
tural gross fixed capital formation in agri¬ 
culture in the 80$. The annual compound 
rate of growth of asset formation in agricul¬ 
ture was 2.57 per cent in the SOs, 4.68 per 
cent in the 60s and -0.56 per cent in the 80$. 
The share of gross capital formation in 
agriculture to gross fixed capital formation 
declined from 18 percent in 1980-81 to 9.2 
per cent in 1990-91 [MaJtick 1993]. The 
economic reform period has also witnessed 
a decline in gross capital formation in agri¬ 
culture, which declined at 1980-81 prices 
from Rs 4,642 crore in 1990-91 to Rs 4,581 
crore in 1991-92 and further to Rs 4,567 
crore in 1992-93 (CSO 1994]. The rate of 
growth in agricultural output has been mod¬ 
erate at the trend rate of 2.6 per cent over the , 
period 1967-68tol988-89despitethe‘green | 
revolution' whose impact remained con¬ 
fined to select crops and regions. The agrar- , 
ian structure has been marked by increasing , 
marginalisation of holdings their share in- j 
creasing from 56.4 per cent in 1980-81 to , 
57.8 per cent in 1985-86. Casualisation of 
labour is also evident with the share of such | 
employment increasing from 31 per cent of 
rur^ workers in 1977-78 to 34.7 per cent in . 
1987-88. While land redistribution i s not even 
considered as a goal any longer, politically . 
less intractable issues such as land consoli-'. 
dation have also not been pursued. 

The pattern of growth has not led to, 
increase in employment. In fact, there has , 
been a decelcrauon in employment growth j 
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Sanitation 

(1) (2) 

(.3) 

(4) 

(5) 

(6) 

(7) 

(8) 

I First Five-Year 

1960 00 

H300 

' ”6^20” 

0 10 

65 .30. 

II 00 

Plan (1951-1956) 

(100 0) 

(6 79) 

(3 )) 

(-) 

(3.3) 

(0.56) 

2 Second Five-Yeai 

4620 (h) 

208.00 

140 80 

2 20 

14100 

74 00 

Plan (19.56-1961) 

(100) 

(4 50) 

(3 0) 

(0 1) 

(11) 

(1 58) 

3 Third Five-Year 

8576 50 

418 00 

225 90 

24 99 

250 80 

458 90 

Plan (1961-1966) 

(1000) 

(4 87) 

(2 6) 

(0 3) 

(2.9) 

(2 9) 

4 Fourth Five-Year 

1.5778.80 

822 66 

335 50 

278 00 

6I3..50 

458 90 

Plan (1969-1974) 

(100 0) 

(5 21) 

(2 1) 

(1 8) 

(3 9) 

(2 9) 

5 Fifth Five-Year 

39426.20 

1285.00 

760 00 

491 80 

1252 60 

1091 60 

Plan (1974-1979) 

(100 0) 

(126) 

(1 9) 

(1 3) 

0 2) 

(2.8) 

6 .Sixth Five-Year 

97500 00 

2523.74 

1821 05 

1010 00 

2831.10 

3922.00 

Plan (1980-1985) 

(1000) 

(2 .59) 

(1 9) 

(10) 

(2 9) 

(4 0) 

7 Seventh Five-Year 

180000.00 

6382 65 

3392 89 

3526 20 

6649 09 

6522 47 

Plan (1985-1990) 

(1000) 

(3.55) 

(1.88) 

(1.80) 

0 69) 

(3 62) 

8 Eighth Five-Year 

434100.00 

21319.02 

7575.92 

6500.00 

14075 92 

16711.03 

Plan (1992-1997) 

(100.00) 

(4 91) 

(175) 

(I 49) 

0 24) 

(3.85) 

9 1992-93 (RE) 

77127.40 

299.) 33 

1276 29 

1041 02 

2317 31 

2194.5.3 


(100 00) 

(.1.88) 

(1 65) 

(1 35) 

(3 00) 

(2 85) 

10 199.3-94 (BE) 

100120.16 

398.3 59 

1622 18 

1270 00 

2892 18 

2944.96 


(100.00) 

(3 98) 

(1.62) 

(I 27) 

(2 89) 

(2 94) 


Notes: i Figures m parenihese.\ indicate percentage to total. 

2 Education includes general education comprising primary, secondary and university 
education, lechnical education, art and culture and spoils and youth services 
Sources: Government of India Planning Commission, Five-Year Plans, respective Plans, Annual Han. 
1993-94 
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THE ORISSA SMALL INDUSTRIES 
CORPORATION LIBOTED 

(A GOVERNMENT OF ORISSA UNDERTAraNG) 
BARABATI STADIUM,CUTTACK - 5. 


Phone: 601018 Gram: UDYOG Fax: 91-671-601828* 

Telex: 0676-226 


THE ORGANISATION PROVIDING DYNAMIC SUPPORT 
SERVICES TO THE SMALL SCALE SECTOR. 


• RAW MATFiRIAL Main dealers of scarce and controlled raw materials. 

* MARKETING Sub-contracting, Merchandise Marketing. Factoring Services for 

80% payment against bills pending with Govt. Departments after 
execution of agreement and Irrevocable power of attorney on 
First Come First Serve basis. 

* EIXPORT We export Engineering goods. Handicrafts etc. Function as 

consortium leader for SSI units. Assist SSI units to 
display products in Trade Fairs. 

* MANUFACTURING Oceanographic, Survey, Laboratory instruments, wood products 
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rates liroin 2.10 pa cent in 1977>78 to 1983 
to 1.77 percent between 1983 and 1987-88 
even idter making allowance for the fact that 
both the years were agriculturally ’bad’ 
years. Despite the implementation of spe¬ 
cial target^ asset distribution programmes 
such as IRDP and employment generation 
programmes such as NREP and several rojgar 
yojanas in recent times, the proportion of 
population below the poverty Une continues 
to be high at 38 per cent in 1987-88 [Expert 
Group of Planning Commission 1993]. The 
above programmes are, by their very nature, 
short-term measures and do not constitute a 
substitute for more broad-based and em¬ 
ployment-oriented development strategy. 
This needs to be stressed as the present 
emphasis is on initiation of specific targeted 
programmes for the poor even as the process 
of liberalisation is pushed ahead relent¬ 
lessly. The fact is that the poor have neither 
the skills nor the assets to respond to market 
signals [Vyas 1993] and hence the develop¬ 
ments in the market economy are of little 
relevance to them. It is in this context that 
human resource development acquires an 
overwhelming significance. Having iailed 
to ensure a more egalitarian distribution of 
productive assets, an improvement in edu¬ 
cation and skill levels is the only means left 
to the poor sections to ensure rea.sonable 
upward mobility. Human development sUat- 
egies are important not only for enhancing 
the quality of human resources but also as a 
means towards a more egalitarian distribu¬ 
tion of income. 

Given the importance of human develop¬ 
ment in the Indian context, it is a matter of 
regret that the political commitment at the 
cenhal and state levels has been inadequate. 
While ritual obeisance has been paid to 
goals of human development in successive 
Five-Year Plans, social sectors have been 
considered as a penpheral welfare activity 
rather than as the central pivot on which 
success of all planning rests. The allocations 
to social sectors have been low’ and even 
these have been declining. Table 1 reflects 
this situation. Ironically, even as the empha¬ 
sis on human resources development in the 
plan documents has been increasing, the 
proportionate allocations made to these sec¬ 
tors has been declining. Despite such proc¬ 
lamations there has been no substantial step- 
up in allocations for social sectors. As will 
be observed later, even the plan allocation 
targets have not been met in actual practice. 

Low outlays per se need not be a con¬ 
straint to the achievement of human devel¬ 
opment goals. As Dreze and Sen (1991) 
pertinently note, it is the manner in which 
these outlays are spent and the social, politi¬ 
cal and economic conditions created that 
enable the benefits of the programmes to be 
oriented towards the deprived sections of 
the population. The examples of Kerala, Sri 
Lanka and C3iina bear eloquent testimony to 


the fact that judicious use of limited funds 
can bring about substantial improvement in 
human capital. 

In the case of India, not only were the 
public funds available for human develop¬ 
ment low, they were also allocated in dis¬ 
torted manner. In die case of education this 
is exemplified by subsidised higher educa¬ 
tion claiming a larger share of government 
finances than primary education. The share 
of primary education in total educational 
outlay was as high as 58 po^ cent in the First 
Plan. This share steadily declined and in the 
Seventh Plan, the share of primary educa¬ 
tion was only 29 per cent of the total outlay 
for this sector. In health, the distorted priori¬ 
ties are reflected in the emphasis given to 
the creation of expensive curative facilities 
rather than simple preventive measures. It 
has been observed that over the plan periods 
more that SO per cent of the public expendi¬ 
ture on health services has bun allocated to 
curative health care whereas public health 
services, which are more relevant to the 
prevention of di.seases, afflicting the poor, 
received only around one-third of the total 
expenditure.’ 

This unsatisfactory state of affairs is fur¬ 
ther complicated by the varying intensity 
with which human development strategies 
have been pursued by the state govern¬ 
ments. On the one hand, we have the ex¬ 
ample of Kerala, which has achieved high 
levels of adult literacy (91 per cent in 1991) 
and the lowest infant mortality rates (28 per 
thousand) in the country even with modest 
increase in per capita income. The long and 
sustained effort that has enabled Kerala to 
achieve high levels of literacy, particularly 
female literacy,.is highlighted by Dre/c and 


Sen (1989). The native states of Travaqcor, 
and Cochin, which together form the preset 
state of Kerala, had the privilege of havh) 
enlightened rulers who paid a great dai d 
attention to education. As early as 1817, tK, 
ruler of Travancore, Rani Goun Parvatih' 
issued a command that the state should bet 
the entiri cost of education of its people » 
that there might be no backwardness in th 
spread of enlightmiment among them. Thi 
was a step in the right direction as "the wid 
educational base in Kerala seems to hav 
had a major impact on other public pohde 
in the state, including medicid care and foot 
policy, in addiuon to encouraging intelli 
gent health practice at the family level 
[Dreze and Sen 1989, p 223]. In shar| 
contrast is the case of Punjab where despit 
a high rate of growth of income, the ai&l 
literacy level remains relauvely low at S' 
per cent in 1991 and the infant mortality rat 
high at 64 per thousand. 'The third categor 
is that of states with a poor record of growtl 
as well as human development. Typica 
examples are UP, Bihar and Orissa. A pe 
rusal of Table 2 which presents data on ke; 
social indicators on education and health it 
the year 1990-91 clearly reveals the differ¬ 
ences across states in human development 
Even more worrisome is the fact that then 
arc very .sharp disparities in levels of humar 
development within states. 'The distinctly 
different patterns of development of region: 
within a state arc best illustrated by the 
situation in Maharashtra [Prabhu and Saikei 
1992]. A distnet level Human Development 
Index constructed for 312 distncls of the 
country for 1981 showed the existence ol 
low human development districts even in 
better developed stales [Prabhu 1992]. 



Tabls 2 

SwiAl iNOirATORS ATSiAIS LfcVFl 


.State 

IMR 

Life 

Adult 

Female 


(1990) 

Expectancy 

literacy 

Literacy 



Combined 

(Percent) 

(Per Cent) 



(1981-86) 

1991 

1991 

(1) 

(2) 

(.3) 

(4) 

(^) 

Andhia I^adevh 

70 

58 4 

44 09 

32 72 

Assam 

77 

51 9 

- 

— 

Bihar 

75 

52 8 

38 48 

22 89 

Gujarat 

72 

57 6 

61 29 

48 64 

Haryana 

69 

60 3 

55 85 

40 47 

Karnataka 

71 

60 6 

56 04 

44 34 

Kerala 

17 

68 4 

89 81 

86 17 

Madhya Piadesh 

111 

51 6 

44 20 

?8 85 

Maharashtra 

58 

60 6 

64 87 

52 32 

On.ssa 

12.3 

50 0 

49 09 

34 68 

Punjab 

55 

63 1 

58 51 

50 41 

Rajasthan 

83 

53 5 

38 55 

20 44 

Tamil Nadu 

67 

56 9 

62 66 

51 .33 

Utlar Pradesh 

98 

50 0 

41 60 

25 31 

west Bengal 

80 

.57 4 

57 70 

46 56 


Note: Census data for Assam not available i 

iVmrces-Cols 2 and 3- CSO Stinted Sinw-Etotumui Siali\tu\ («» India. 1991, IJepaitment of 
.Statistics, Ministry of Finance, Government of India 

Cols 4 and 5- Government of India, 1991, Ceniu\ of India Final Population Totals: Brief 
Analysis of Primary Census Absiract, New fX-lhi 
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It is in this context th«t the*deveIopinent 
strategy articulated in the Eighth Plan which 
will be in operation over the 1992-97 period 
assumes importance. The Eighth Plan marks 
a noticeable shift in the approach of Indian 
planning towards human development. In 
sharp contrast to its earlier approach of 
treating provision of basic needs as a wel- 
lare activity, the plan document recognises 
that they contribute positively to develop¬ 
ment of human capital. The impor^ce 
given to human development in the plan 
may be gauged from the following state¬ 
ment. “Human development will be the 
ultimate goal of the Eighth Plan. It is to¬ 
wards this that employment generation, 
population control, literacy, education, 
hc^th, drinking water and provision of ad¬ 
equate food and basic infrastructure are 
listed as the priorities. The provision of the 
basic elements, which help development of 
human capital remain the primary responsi¬ 
bility of the Government of India” IPlan- 
ning Commission 1992, p 16], However, the 
macro-economic adjustment programme 
initiated in mid-199] and the consequent 
financial stringency threatens to thwart the 
initiatives undertaken in the plan as is evi¬ 
dent from the fact that allocations to educa¬ 
tion and health in 1992-93 and 1993-94 have 
been lower than the plan target (Table 1). 

The relatively low level of human devel¬ 
opment, the wide disparities across states, 
the declining share of plan outlays devoted 
lo human development and the distorted 
pattern of allocation of scarce resources 
torm the backdrop against which the gov¬ 
ernment of India is attempting to achieve 
structural adjustment with a human face. 
While this term has been bandied about a 
great deal, its exact elements are not widely 
known. Hie next section is devoted to an 
understanding of the concept. 

IV 

Elements of New Concept 

The decade of the 1980s witnessed the 
phenomenon of a record number of coun¬ 
tries in Latin America and sub-Saharan 
Africa undertaking stabilisation and struc¬ 
tural adjustment measures with the active 
support of the IMF and World Bank. The 
worsening of the condition of the poor 
during adjustment in several countries 
drew the attention of policy-makers to the 
need for incorporating redistributive mea¬ 
sures in the adjustment policy. Observers 
■'.ic'h as Cornia, Jolly and Stewart (1987) 
i-igan to pressurise the international fi- 
taucial institutions to evolve structural 
iJjustmeiit with a human face, a concept 
^•hich emerged in 1985-86 and gained 

ccptance in 1986-87. These economists 
rgued that adjustment is a long-term 
. .ocess, the benefits reach the poor only 
liter a long time and hence social or 


redistributive policies must be adopted to 
reduce the interim social costs. ‘Adjust¬ 
ment with a human face' calls for required 
adjustment to be implemented with the 
minimum harm to the most vulnerable 
groups such as children and women 
IStreeten 1987). Arguing for ‘adjustment 
with a human face’ UNICEF (1987, p 2) 
pointed out that “policies which under¬ 
mine a nation's most valuahicscrvices—its 
human resources—weaken its future eco¬ 
nomic capacity”. 

Cornia, Jolly and Stewart (1987, pp 134-35) 
list out the main elements of such a strategy 
that mu.st be undertaken by the governments 
once there is an explicit acceptance of the 
objective of structural adjustment with a 
human face. These are reproduced below. 

(1) Adoption of macro policies which ore 
more expansionary with a view to .su.stain- 
ing levels of output, investment and satis¬ 
faction of human needs over the adjustment 
period and gradually moving to acceleration 
of development. 

(2) Me.so policies^ which are designed in 
such a way as to fulfil priorities in meeting 
the needs of vulnerable groups and pnxiuc- 
ing bconomic growth in the context of lim¬ 
ited resources must be adopted. In view of 
the resource constraint it is necessary to 
improve the allocation resources. There¬ 
fore, prioritising, selectivity, rcdistnbution 
and re.stnicturing are essential aspects of 
achieving adjustment with a human face. 

(3) Implementing .sectoral policies which 
achieve restructuring in the productive sec¬ 
tor within any aggregate level of resource 
availability. I'his involves promoting op¬ 
portunities, resources and productivity in 
the small-scale sector both in agriculture 
and in industry 'and services. 

(4) Designing and implementing policies 
that increase the equity and efficiency of the 
social sector by redirecting effort and rc- 


sourecs from high cost areas which do not 
contribute to basic needs towards low-cost 
basic services and by improving targetingo( 
interventions. This implies active suppprt 
for a new range of initiatives which mobilise 
people for health and education, and for 
greater community action in such areas as 
housing, water and sanitation will often 
need to be part of this. 

(5) Devising compensatory programmes 
to protect the basic living standards, health 
and nutrition of the low-income during ad¬ 
justment, before restruciunng of production 
and economic growth have raised output 
and incomes sufficiently to enable the most 
vulnerable to meet minimum acceptable 
standards. While appropriate design for com¬ 
pensatory programmes depends on country 
circumstances, the two major elements in 
all such programmes arc emergency public 
works employment schemes to sustain in¬ 
comes through employment, and nutrition 
interventions, encompassing targeted food 
subsidies and direct feeding for the most 
vulnerable. 

(6) An important element is monitoring of 
the living standards, health and nutntion of 
the vulnerable during adjustment. Such 
monitoring needs to be on a regular basis 
(quarterly fur some items as with much 
economic data), and processed speedily so 
that progress can be assessed and design of 
programmes modified accordmgly. Moni¬ 
toring of the human dimension should be 
given at least as much weight as monitoring 
monetary variables has in the usual ap¬ 
proaches to adjustment. 

The actual package comprising the main 
elements of adjustment with a human face 
would vary from country to country depend¬ 
ing on the structure of the economy, charac¬ 
teristics of the vulnerable sectors and so on. 
Cornia ct al point out that whereas the IMF 
approach to adjustment concentrated on re- 


TabU: 3' Revenue and Cahtai Expendituri oi- the Clnikal Government, 1990-91 iti 1994-95 

(Rs crore) 


Period 

Revenue Exnenditure 

Caoital Exnenditure 

Aggregate 


Revenue 

Revenue 

Total 

Capua] 

Capital 

Total 

Expendi¬ 


Plan 

Non-Plan 


Plan 

Non-Plan 


ture (4+7) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1990-91 

12620 

60896 

7.3516 

15745 

16037 

31782 

105298 

(Actuals) 

(5 1) 

(16.6) 

(14 5) 

(1 3) 

(219) 

(10.8) 

(13 3) 

1991-92 

1.5074 

67217 

82291 

15887 

13234 

29121 

111412 

(Actuals) 

(19 4) 

(10.4) 

(119) 

(09) 

(- 17.5) 

(-8.4) 

(5.8) 

1992-93 

19777 

72925 

92702 

16883 

1.3033 

29916 

122618 

(Actuals) 

(31.2) 

(8.3) 

(127) 

(6.3) 

(-1 5) 

(2 7) 

(lO.I) 

1993-94 

24185 

77654 

101839 

17066 

13418 

29484 

131323 

(BE) 

(22.3) 

(6.5) 

(9.9) 

(1 1) 

(-17) 

(-1.4) 

(7.1) 

1993-94 

26355 

83870 

110224 

19672 

24185 

33648 

143872 

(RE) 

(33 .3) 

(15.0) 

(189) 

(16 5) 

(125) 

(12 5) 

(17.3) 

1994-95 

28062 

90749 

II88II 

18520 

17066 

.32888 

151699 

(BE) 

(6 5) 

(8 2) 

(7 8) 

(-5 9) 

(1 1) 

(-2.3) 

(5.4) 


Notes: Figuies in pareniheses indicaie percentage change over ihe previous year. BE denotes budget 
cstimaies RE denotes revised cslimates 

Siiune: Annual Financial Statement of the Central Goveinment 1994-95, Ministry of Finance, Govimi' 
mem of India 
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(toring babuice at dte agpegaie ievd leav¬ 
ing meso implications to fall out from the 
existing system, the alternative approkb in 
sharp contrast includes meso poUcies as an 
integral part of adjustment policies even as 
the impmtance of restoring macro balances 
is not undermined. Hie adoption of this 
alternative strategy thereftne implies that 
appropriate measures need to be devised 
and implemented as an integral part of the 
reform process rather than as ‘add on’ Com- 
ponoit subsequently when the adverse im¬ 
pact of the reforms have already caused 
consider^le damage. 

V 

Union Budget 1994-95 

The main feature of the budget propos¬ 
als for 1994-95 is the adoption of a mote 
expansionary policy by the government. 
The revised estimates for 1993-94 deviate 
substantially from the budget estimates 
presented. There has-been a shortfall in 
total revenues to the extent of its 7,803 
crore even as expenditure exceeded bud¬ 
get estimates by a whopping Rs 12,549 
crore. Consequently the gross fiscal defi¬ 
cit has exceeded the budget estimate by 
Rs 21,952 crore to touch Rs 58,551 crore, 
7.4 per cent of GDP. This is much higher 
than the 4.6 per cent deficit that was 
visualised in the budget estimate. More 
pertinent is the fact that the revenue defi 
cit which was expected to be pegged at 
Rs 17,630 crore (2.2 per cent of GDP) 
almost doubled to Rs 34,058 crore (4.3 per 
cent of GDP). 

The 1994-95 budget proposals do not 
attempt any substantial reduction in the 
deficit as the targeted figure of Rs 54,915 
cime constitutes 6.1 per cent of GDP. Given 
last year’s experience of considerable laxity 
in fiscal discipline, a repeat performance in 
the coming year should not come as a sur¬ 
prise. 

The relatively expansionary policy, it is 
claimed, is a delibmte move to stimulate 
growth in the economy. This measure ap¬ 
parently also is in keeping with the require¬ 
ments of adjustment with a human face. 
However, the similarity is only at the super¬ 
ficial level. The expansionary policy advo¬ 
cated by Comia et al is one Aat leads to 
sustaining of investment and output levels 
and enhancing the productive capacity of 
the economy. The current fiscal gap in tedia 
is more on account of die burgeonihg rev¬ 
enue deficit due to uncontrolled increase in 
expenditure. The strategy of the govern¬ 
ment has been to use the surplus on 
government’s capital account to finance its 
revenue deficit. 

The compression in expenditure at the 
central levd has affected capital expendi¬ 
ture which has declined even in nominal 
terms in most years since 1990-91 (Table3). 


bi 1991-92, aggregate capital expenditure in 
nominal terms declined bom Rs 31,782 
crore to Rs 29,121 crore, i e, adecline of 8.4 
per cent. While the expenditure recovered 
marginally to Rs 29,916 crore in 1992-93 
(increase of 2.7 per cent), the budget esti¬ 
mates for 1993-94 indicated a marginal 
decline of 1.4 per cent. The revised esti¬ 
mates of 1993-^ however show an increase 
of 12.5 per cent over the budget estimates. 
The 19^95 budget estimates once again 
indicate a decline of 2.3 per cent in the 
aggregate capital expenditure of the central 
government. The overall trend has been one 
of axing capital expenditure which does not 
augur well for maintaining, let alone en¬ 
hancing, the productive capacity of the 
economy. 

One welcome feature of the current bud¬ 
get is the fact that there, is a substantia) 
increase in allocations proposed for social 
sectors in nominal terms (Table 4). This is 
perhaps in response to the concern expressed 
in various quarters regarding the budgets 
since 1991-^ that the allocations to social 
sectors in real terms may have declined. The 
allooation for education (including art and 
culture) has been budgeted at Rs 1,749 crore 
which constitutes an increase of 15.67 per 
cent over that of the previous year. More¬ 
over, the emphasis within the education 
sector is to be on elementary education and 
increased central support to library facili¬ 
ties. The health and family welfare outlay 
has increased from Rs 1,780 crore to 
Rs 2,008 crore. The health outlay has been 
raised from Rs 506 crore to Rs 578 crore 
(14.23 per cent increase). Within the health 
sector, blindness eradication, leprosy and 
AIDS prevention are to be emphasised. Fam¬ 
ily welfare would receive increased alloca¬ 
tion from Rs 1,274 crore to Rs 1,430 crore, 
an increase of 12.24 per cent over the previ¬ 


ous year. Several employment programmes' 
have also received enhanced allocations, 
e g, the employment assurance scheme an¬ 
nounced by the prime minister on August 
15, 1993, which is being implemented in 
1,752 identified blocks of the countty would 
receive an allocation of Rs 1,200 crore; 
National Renewal Fund’s allocation in¬ 
creased by Rs 320 crore taking the total to 
Rs 1,020 crore. The latter scheme benefits 
mainly organi.sed sector employees as it is 
meant for funding of voluntary retirement 
schemes in public sector undertakings and 
financing of training and counselling. 

While not dcscounting the above positive 
features of the proposed central government 
expenditures, me following facts need to be 
borne in mind in order to arrive at a realistic 
assessment of their impact on human devel¬ 
opment. 

(1) The central plan outlays on miyor 
social services has increased slightly from 
3.4 per cent of GDP in 1990-91 to 4.4 per 
cent of GDP in 1993-94 (BE). However, 
revised estimates for 1993-94 show that 
the share was only 4 per cent of GDP. In 
1994-95 (BE) though there was an increase 
in share to 4.3 per cent this is lower than the 
budget estimates of 1993-94. 

(2) More importantly, the bulk of expoi- 
diture (80 to 90 per cent) on education and 
health is incuired by the state governments. 
Ironically, in the case of education, which is 
on the concurrent list, the central 
government’s panicipation is much more 
limited than in the case of health which is a 
state subject. In the case of education, in 
1990-91 (Accounts), the revenue expendi¬ 
ture of the central government was 
Rs 1,274.54 crore which constituted only 8 
per cent of the total revenue expenditure 
incurred by the central and state govern¬ 
ments on this sector. It is estimated that in 


Table 4 Centhal Government Plan Outlay on Selett .Sohai Services 

(Rs crore) 


SI Item 

No 

1990-91 

(Actuals) 

1991 92 
(Actuals) 

1992-93 

(Actuals) 

1993-94 

(BE) 

1993-94 

(RE) 

1994-95 

(BE) 

1 Education, arts and culture 

965 

993 

1175 

1489 

1512 

1749 



(2 90) 

(18 33) 

(26 72) 

(1 .54) 

(15 67) 

2 Health and family welfare 

1037 

1101 

1531 

1753 

1780 

2008 



(6 17) 

(39 06) 

(14.50) 

(154) 

(12 81) 

3 Water supply, sanitation and 

718 

845 

690 

104) 

1060 

1305 

housing 


(17 69) 

( 18 34) 

(51 16) 

(1 63) 

(23 11) 

4 Information and 

154 

112 

51 

75 

64 

61 

broadcasting 


(-27.27) 

(-.54 46) 

147 06) 

(-14 67) 

(-4.69) 

5 Welfare of SC/ST and OBC 

344 

414 

479 

.558 

589 

632 



(20 35) 

(15 70) 

(1649) 

(5 .56) 

(7 30) 

6 Labour and labour welfare 

20 

69 

63 

160 

65 

126 



(245.00) 

(-8.70) 

(153 97) 

(-59.38) 

(93 85) 

7 Srxnai welfare and nutntion 

359 

413 

605 

652 

661 

735 



(15.04) 

(46 49) 

(7 77) 

(1 38) 

(1120) 

8 Total 

3597 

3947 

4594 

5730 

5731 

6616 


(3 4) 

(3 5) 

(3 7) 

(4 4) 

(4 0) 

(4 3) 


Notes: I Figures in parentheses under items 2 to 7 indicate percentage change over previous year 
2 Figures in parentheses under item 8 indicate percentage to GDP 
Source: Government of India, Experulimre Budget Volume I for respective years 
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Che health sector, the central government 
financed around II per cent of the total 
expenditure on medical and public health in 
the country in 1992-9^ whi le the share of the 
states was as high as 89 per cent (Tulasidhar 
1993] World Bank estimates place the share 
of the central government higher at 27 4 per 
cent in 1991-92 [World Bank. 1993] The 
central support to the health sector is mainly 
in terms of financial support to medical 
education and research, centrally sponsored 
programmes, central government health 
scheme and the family welfare programme 
Under the circumstances, the role of the 
central government may be seen more as 
one of indicating pnonties and providing 
leadership in the field rather than one of 
deciding upon allocations and actually in 
cumng the s,iid expenditures 
Tne thrust of the above arguments is that 
while changes in the centre s financing of 
the social sectors as observed in the current 
budget proposals arc welcome then impact 
IS at best symbolic as it is the states which 
incui a ma)or proportion ot the ex|X‘nditure 
on these sectors Hence the linancial posi¬ 
tion at the level of the states' and their 
commitment to social sector development 
are crucial determinants in achieving ‘Struc¬ 
tural Ad|ustmcnt with a Fluman face’ The 
next section is thcicforc devoU'd t(< an ex 
amination of these issues 

VI 

.State la?vcl Expenditures 

Iht impact ol the rcsouuc tiiinch at the 
central level h.is icsultc'd in idcclim in the 
share ol developmental cxpciulituic in the 
total expenditure Ihi share ol clcvelopmen 
tal expenditure dec lined liom *>4 1 pc r cent 
ot total outlay in 1990 91 to4S pci cent in 
1993 94 (BE) (fable “i) At the st.itcs level 
the decline has been from 68 8 pci i ent to 64 
per cent during the same period When the 
developmental expcndiliirc by the centre, 
states and union tcintoiics is considcicd, 
the decline continues to be c)uitc sharp tiom 
“iS 8 per cent to 52 9 per cent between 
1990-91 and 1995 9f 
The financial stiingency at the central 
level has also had its repercussions on state 
finances which were alicady under consid 
crablc pressure since the mid 1980, As the 
RB! Bulletin ol October 1995 remarks, 
"The consolidated position ol the finances 
of stale governments during 1995 94 indi¬ 
cates an accentuation ot ilu imbahnces in 
their budgetary operations ,is rcvc.ilcd by 
the major deficit indic.itois |RHI 1995 
p 1285] 

The gross fiscal delicil of stales which 
rose by 5 8 per cent in 1992 95 increased 
further by 18 6 per cent in 1995 94 leading 
to an increase in the ratio of gross fiscal 
deficit to GDP Irom 2 8 per cent to 5 per 
cent While the gross fiscal deficit of the 


states ts lower than that of the central 
government, the worrying aspect is that for 
the seventh year m succession the consoli¬ 
dated financial position ol the states shows 
a deficit on the revenue account [RBI 1991) 

As mentioned earlier, the resource crunch 
has affected the developmental expenditure 
of the states Along with the above trend ts 
also observed a consistent pattern of short¬ 
fall in actual plan expenditures from ap 
proved outlays (Table 6) In real terms plan 
expenditure has been declining at least since 
19W-91 Along with the decline in plan 
expenditures, there has also been a reduc- 
uon in the share c>f expenditure on social 
services The shaie on social services in 
total plan outlay of centre states and union 
temtones has declined Irom 16 5 per cent in 
1990-91 to 15 4 per cent in 1995 94 fhesc 
shares are also lower than the Eighth Plan 
target of 18 2 per cent in total plan outlay 
Given the tact that lor the first time in the 
history of planning in India human dev cl 
opment has been made ‘ihc ultimate goal'. 
It IS ironical that the share of these verv 
sectors in the total plan outlay h is suffered 
a decline Thus the allocations lo the social 
sectors arc doubly disadvantaged Not only 
IS there a shortfall in actual total plan ex 
penditures at the state level Irom those 
approved, there is also a reduction in the 
lower outlays for the social sectors The 
financial position ot the states has much to 
do with this phenomenon .is the bulk ol 
expenditures on soc lal sectors i, iric urred by 
the state governments I he situation for 
1994-95 IS not cleii as the budget docii 
inents of all the state governments arc vi i to 
be analysed Howcvei the situ ition is not 
likely to be ditICrcni tiom the lailicr viars 
in view of the financial stiinucncv that 
conUnues to alloc t the sl.ites and the pro 
posed reduction of Rs 1,541 note in net 
resources transferred to states in 1994 95 
(fable 7) 

A combination ol ciicunisiamis nave 
eonlnbuted to the .aute Imam ill crisis ol 


the state governments In the recent past the 
states have had to suffer a decline in their 
share in central taxes as well as non-pian 
grants from the centre The gross devolution 
of resources from the centre have deceler- 
atedsignificantlysince 1991-92 Thegrowdi 
rate in tax revenue decelerated from 213 per 
cent in 1992-93 to 7 1 per cent m 1993-94 
whereas the growth rate for grants declmed 
from 20 6 per cent to 2 9 per coit dunng the 
same pencxi [RBI 1993], The centre has 
embarked on a course of reduemg/surren- 
denngrovenues in which states have ashaie. 
The centre's policy has also made small 
savings, which were a major source of bor¬ 
rowings at the states' level, less attractive. 


Tabu 6 Siaic PcANExHi^oiTUiie 

(Rs cron) 


Ycari, 

Approved Outlay 

Actual Outlay 

1990 91 

25462 

22443 

1991 92 

27208 

24950 

1992 95 

29868 

25303 

1995 94 

54695 

— 


SoH/rr Planning Commission, Annual Plans, 


vaiious issues 


IAHI F 7 Nil Ktsoinu hS TxANSPbRUED TO 
Stati s and Union Tisbitowis 

(Rt cron) 


1990 91 (Rf ) 

57532 

1991 92 (Rf) 

42396 


(15 56) 

1992 95 (RE) 

47863 


(1290) 

1995 94 (Rf) 

54127 


(1509) 

1994 95 (BE) 

55786 


(-063) 


,i'tr\ 1 The riaia presented are icvised esti- 
iiiuks rather than actuals as the latter 
ore not available from Plan documents 


2 I iguies in parentheses give percent¬ 
age im ti asc over the previous vear 
SouKf AniiuTl Financial Siatcnienl of the 
l enti il Ciovernmeni 


Iabu S Divii JIM, TM \M, Nos I)i\noiMiNru r xitNrJin Ki OF nic 
(in RM ANrjSxAIT (/OVrRNVUNTS 


(Rs cron) 


Year 

Ccnlral 

Stoics 

Combined 


Devtiopincnl 

liXal 

Ikvt Uipincnl 

Total 

DcM'lopmcni 

Total 


Lxpcmliluii 

r \|K 1 U||(UFL 

Expenditure 

1 xpenditure 

Fxpendituie 

ExpendituiB 

(I) 

(2t 

(5) 

(4) 

(5) 

(6) 

(7) 

1990 91 

58(i4S 

lOhOP 

628 51 

91288 

98151 

166883 


(54 5) 

(10(10) 

(68 8) 

(100 0) 

(58 8) 

(100 0 ) 

1991 92* 

6 ISO? 

1145 ( 8 ) 

75952 

II498I 

108766 

195456 


(SUM 

(1(8)0) 

(64 5) 

(100 0) 

(55 7) 

( 1000 ) 

1992 9 5* 

65S’/ 

1 ’S(,9I 

79948 

122595 

117578 

214477 

IRI ) 

(SI ’) 

(100 0) 

(65 2) 

(100 0) 

(54 7) 

(100 0 ) 

1995 94* 

65215 

15S799 

85450 

153524 

121080 

229020 

(BI) 

(48 01 

(100 0) 

(64 0) 

(1(8)0) 

(52 9) 

(100 0 ) 


* Regarding slate gov ernnienis data relate to 2s states ol which 11 aic from Vote on Account Budgets 
higures in biackcts indicate per cent to loial e xpcndilurc 
SouKe Reserve Rank ol India Anniiul Kiimii various issui s 
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While the coitre has tried to compensate for 
the decline in tax and non-plan grants by 
substantially increasing the loan compo¬ 
nent, its impact is reduc^by simultaneously 
increasing the rate of interest on such loans. 
The rate of interest on centra] loans has been 
continuously revised upwards and at present 
carry an interest rate of 12 per cent. There 
has also been a step-up in the market rate of 
interest on borrowing of the states to 13.5 
per cent.’ The sharp increase in interest 
burden of the states is evident from the fact 
that it is estimated to rise from Rs 9,694.81 
crore in 1993-94 (RE) to Rs 11,126.50 
crore in 1994-95. Furthermore, the continu¬ 
ous upward revisions in dearness aUowance 
and otho' benefits to central government 
employees have forced the state govern¬ 
ments to follow suit thereby contributing 
substantially to a rise in their administrative 
expenses. 

The devaluation of the rupee in mid-1991 
has also craitributed to a sharp increase in 
the rupee costs of state level projects. In fact 
the centre has had m enhance the budgetary 
support to plan expenditure to states on the 
current year from Rs 41,251 crore provided 
for in (he budget estimate to Rs 46,026 
crore, i e, an increase of Rs 4,775 crore. Of 
this as much as Rs 3,493 crore was intended 
as assistance to the states for financing 
their plans. The finance minister in his 
budget speech has explicitly stated that a 
large part of this amount relates to exter¬ 
nally-aided projccu (p 11, Part A of Bud¬ 
get Speech). 


Analysis conducted earlier indicates that 
financial stringency severely affects the 
states' expenditures on social sectors 
[Prabhu and Chatterjee 1993]. It was ob¬ 
served that between 1974-75 and 1991-92 
there was an increase in the real per capita 
total expenditure (RTE), real per capita 
social sector expenditure (RSE), real per 
capita education expenditure (REDN) as 
well as real per capita medical and public 
health expenditure (RMPH). However, an 
analysis of the growth rate of these four 
categories of expenditures between two 
sub-periods, viz, 1974-75 to 1984-85 and 
1985-86 to 1991-92 revealed a sharp de¬ 
celeration in all categories of expenditure 
in the second sub-period except for REDN 
in some states. The impact of the decelera¬ 
tion was on RSE, whose rate of growth 
declined sharply during the second period 
in all states. Within the social sectors the 
decline in the growth rate was experienced 
to a greater extent by MPH where all the 
15 states experienced sharp deceleration 
in growth rates with as many as six states 
recording negative growth rates. In the 
casepf REDN, the growth rate declined in 
as many as nine stales. There was a step up 
in growth rates in REDN in Madhya 
Pradesh, Orissa, Punjab, Rajasthan, Tamil 
Nadu and Uttar Pradesh [Prabhu and 
Chatterjee 1993]. Considering the general 
deceleration in RSE and a very sharp de¬ 
celeration in RMPH in the above states, it 
seems probable that the expenditures on 
education have been enhanced at the ex¬ 


pense of the expenditures on health. Given 
the synergistic relationship between edu¬ 
cation, health and nutritionihe above short¬ 
sighted policy, to say the least iSt self- 
defeating in nature. 

The above situation, it must be recalled, 
was in the context of financial stringency 
at the level of the states and not at the 
centre. The sectors that where the centre's 
contribution was significant therefore es¬ 
caped a cut. In fact, preliminary analysis 
of the trends in revenue and capital expen¬ 
ditures in the health sector in Maharashtra 
indicates that capital expenditure was rela¬ 
tively protected as compared to revenue 
expenditure (Prabhu 1994]. The current 
scene is however one of fiscal stringency 
at both the central as well as the state 
levels and its repercussions could be more 
damaging than in the earlier penod. Addi¬ 
tionally, the centre is keen on relegating 
the responsibility in the education and 
medical spheres to the private sector, in¬ 
cluding voluntary agencies, in the belief 
that this will improve the efficiency with 
which services are provided. 

Some preliminary exploratory analysis 
conducted for the years 1991-92-1993.-94 
with respect to education, health and social 
services for four states provides interesting 
insights in this regard. Pending the publica¬ 
tion of the Reserve Bank of India's data on 
state finances for the years 1992-93 (revised 
estimates) and 1993-94 (both budget and 
revised estimates), an attempt has beenmade 
to compile the data from individual state 


Tabus 8- ft* Capita Sooai. Sector Expenditures at State Levei ; Select States 


States 

Education 

Medical and 
Public Health 

family Welfare 

Water Supply and 
Saniiorion 

Total Social Services 

(1) 

Revenue 

(Rs) 

(2) 

Total 

fRs) 

(3) 

Revenue 

(Rs) 

(4) 

Total 

(Rs) 

(5) 

Revenue 

(Rs) 

(6) 

Total 

(Rs) 

(7) 

Revenue 

(Rs) 

(8) 

Total 

(Rs) 

(9) 

Revenue 

(Rs) 

(10) 

Total 

(Rs) 

(11) 

Percentage 
Change in (II) 
(12) 

Punjab 

1991-92 (Ac) 

97.92 

103.42 

29.18 

29.54 

3 79 

4 lo 

9 24 

9.25 

173.97 

193 19 


1992-93 (RE) 

11.3.67 

114.09 

31.25 

32.72 

4.92 

6 51 

13.34 

13.40 

201 93 

216.35 

(11.99) 

1993-94 (BE) 

117.10 

121.63 

32.87 

34.65 

6.32 

7.67 

12.20 

12 27 

209.62 

242.66 

(12.16) 

Mahareshtn 
1991-92 (Ac) 

95.31 

95.71 

21.22 

22.08 

3.25 

3 25 

9.46 

12 67 

163 03 

172.82 

1992-93 (RE) 

105.45 

105.94 

23.60 

24.3t 

3.87 

3 99 

10 88 

11.36 

182.85 

190 59 

(10.28) 

1993-94 (BE) 

99.70 

100.42 

23.37 

24.17 

4 03 

4 39 

7 69 

10.46 

170 38 

181.16 

(-0.05) 

TMnil Nadu 
1991-92 (Ac) 

94.52 

96.52 

22.86 

23.64 

5 07 

5.31 

12 10 

15.48 

19012 

201.60 


1992-93 (RE) 

102.46 

102.98 

26.19 

26 71 

5 12 

5..33 

12 08 

13.% 

206.41 

213.49 

(5.90) 

1993-94 (BE) 

115.33 

115.74 

28.89 

29.45 

5.90 

6.04 

13.16 

15.68 

211 72 

223.68 

(4.77) 

Uttar Pradesh 
1991-92 (Ac) 

52.91 

53.03 ' 

12.58 

13.65 

4.83 

4.33 

4.44 

6.15 

90.51 

95.02 


1992-93 (RE) 

59.06 

60.22 

13.96 

14.59 

3.66 

3.86 

4.96 

509 

95.54 

102.73 

(8.11) 

1993-94 (BE) 

63.16 

64,01 

14.16 

15.19 

3.16 

3.36 

3.16 

4 03 

99.11 

105.45 

(2.65) 


Notes: (I) Ac k Actuals; BE » Budget Estimates; RE e Revised Estimates: (2) Per capita total expenditures include Revenue and Capital Expenditures 
in case of Education. Medical and Public Health and Family Welfare; (3) Per capita total expenditures include Revenue, Capital Expenditures 
and Loans and Advances in case of Water Supply and Sanitation and Total Social Services (Cots 9 and 11); (4) Total social services include 
Housing and Uiban Development. Information and Publicity, Welfare of SC. ST and OBC, Labour and Labour Welfare. Social Security and 
Welfare, Nutrition, Expenditure on National Calamities, other Social Services and Secretariat Social Services in addition to the categpries 
mentioned above; (3) Hgures in parentheses indicate growth rate (percentage) over the previous year; (6) Deflated Using Consumer Nee 
Index for Industrial Workers (1982wl00). 

Source.' Aiumal Fiiumcial Staiements of Respective State (jovemmenis, 1993-94 as laid before the parliament. 
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budget documents for the respective years. 
Wh^ ad pd^ble care has been taten to 
conflnn to di^ RBI ciassification of expen* 
ditmes. it is Utely that the figures coiiq)iled 
by us may not^actly tally with those of RBI 
due to inclusions/excfusions of some minor 
items of expoiffiture. Hence, our data must 
be viewed as af^roximations of <the trends 
and ate strictly provisional in nature. The 
emphasis therefore is more on the direction 
and extent of change rather than on absolute 
numbers. 

Thedata pertain to four states, viz, Punjab, 
Maharashtra, Tamil Nadu and Uttar Pradesh. 
The four states represent four typologies of 
social sector development. Punjab, despite 
being the state with highest per capita in¬ 
come has lagged behind Kerala in crucial 
human development indicators though in 
recent years it has stepped up efforts in this 
regard. Maharashtra is a state with identical 
ranking in per capita SDP and human devel¬ 
opment, ranking third among IS states in 
both respects [Prabhu and Chatteijee 1993]. 
The intra-sectoral allocations in both the 
education and health sectors however reveal 
a clear bias towards higher level facilities. 
The state is also characterised by sharp 
regional disparities in its development 
(P^hu and Sarker 1992]. The state of 
Tamil Nadu, despite its rtuiking seventh 
among 1 5 states in terms of per capita SDP 
in 1990-91, recorded per capita expendi¬ 
tures on par with that of Maharashtra and 
even Punjab in some aspects. Moreover, a 
larger proportion of these expenditures is 
directed towards items of social priority 
such as elementary education, preventive 
health care, nutrition and water supply and 
sanitation. In recent years, the state has been 
in the fmefront of implementing innovative 
social welfare schemes which reflects a 
strong polibcal commitment to the cause of 
dtepoor[Guhan 1992].Finally, Uttar Pradesh 
represents a state with low level of per capita 
income as well as low level of human devel¬ 
opment. The state ranked 12 in terms of pet 
capita SDP and 13 in terms of human devel¬ 
opment. 

The per capita state government expendi¬ 
tures on educabon and health for the years 
1991-92tol993-94areprescntedinTable 8. 
As may be observed almost the enbre ex¬ 
penditure incurred is on revenue account 
with capital expenditure being negligible in 
all states. The aimual growth rates in social 
services expenditure were higher.between 
1991-92 and 1992-93 than for the later year, 
ie, 1992-93 to 1993-94 in all states except in 
Punjab where there was a marginal step-up 
from 11.99 per cent in 1991-92-1992-93 to 
12.16 per cent in 1992-93-1993-94. The 
slate of Tamil Nadu has been able to main¬ 
tain art annual growth rate of over 4 per cent 
in real per capita expenditures on social 
services despite a severe resource crunch. In 
Uttar Pmdesh, a state where the per capita 


social sector expendibire is half or even less 
than half of the expenditure incurred in 
Punjab and Tamil N^u. the rate of growth 
fluctuated sharply between the two years. 
The allocabons to family welfare and water 
supply and sanitation seemed to have suf- 
fei^ an absolute decline in real terms in 
1993-94 as compared to die previous year. 
In Maharashtra ^so per capita revenue ex¬ 
penditure on social services in general, and 
educabon and watersupply and sanitabon in 
pailicular, declined in 1^3-94 as compared 
to 1992-93. The per capita expenditure on 
medical and public health also was margin¬ 
ally lower in 1993-94. 

The above brief analysis of the trends in 
social sector expenditures reveal the com¬ 
plex nature of responses to the structural 
adjustment programme among Indian states. 
The expenditure pattern in Tamil Nadu seems 
to contradict Ravallion and Subba Rao's 
(1992) observation that social sector alloca¬ 
tions improved in states where internal fi¬ 
nancial discipline was maintained. In the 
past, it was observed that in states with the 
lowest debt service ratio, there has been a 
steady increase in government spending on 
social sectors. This was particularly true in 
case of states ruled by opposibon parties. 
Tamil Nadu seems to be able to maintain its 
social sector commitments despite acute 
resource crunch. The question that inevita¬ 
bly crops up in this context is whether such 
spending can be sustained in the long run 
in the absence of either a high rate of 
growth of the state’s economy or a sub¬ 
stantial step-up in additional resource 
mobilisation efforts. 

We had argued earlier that low per capita 
expenditure per.sf do not lead to poor out¬ 
comes. It is the pattern of expenditure and 
the efficiency with which the.se expendi¬ 
tures are incurred that is crucial in determin¬ 
ing the level of human development. Some 
evidence of the distorted pattern of expendi¬ 
ture was presented in Section Ill. The intra¬ 
sectoral ^locations in education and health 
in the years 1985-86 and 1991-92 for 15 
major Indian states confirm the observa¬ 
tions made at the aggregate level and pro¬ 
vide adequate evidence that there has been 
no change in the pattern of expenditure on 
these sectors. 

The share of expenditures incurred on 
elementary education, on an average, was 
around 50 percent in 1985-86 and 1990-91 
though in some states there was an increase 
in share for this sector across the two lime 
points. In <bc .c ot health, public health 
expend!t>ti..s jcc,>anicd for, on an average, 
only 12.6 pet cent of total expenditure on the 
sector in 1985-86. However, by 1990-91, 
even this meagre share declined to 10.6 per 
cent. As many as 13 states reported an 
increase in the share of medical expendi¬ 
tures between 1985-86 and 1990-91 fftabhu 
and Chatterjee 1993]. 


The current fiscal crisis offers an excel¬ 
lent opportunity to restructure the enlin 
educatimi and health systems. The response 
of the government at the centre as well as 
the states thus far has been to resort to nd 
hoc measures with allocations fluctuating 
from year to year. The evidence from the 
health sector financing at the central level 
indicates that the expenditures on disease 
control programmes, which are essentially 
in the nature of preventive health spend¬ 
ing, have been cut even as medical expen¬ 
diture on facility-based disease control 
programmes suffered minimal cuts 
fTulasidhar 1993]. 

There is no evidence either of increase in 
efficiency of spending. The expenditures in 
these sectors have been predominantly rev¬ 
enue expenditure, the bulk of which is pre¬ 
empted by the salary component leaving 
very little for commodity purchases. The 
impact of such distorted priorities on the 
quality of services provid^ at public insti¬ 
tutions is too well known to need repetitimi. 
The curious phenomenon of unutilis^ health 
and education services at the village level 
bear testimony to the lack of faith of the 
people in the very institutions created to 
serve them. In the case of the health sector 
only 8.2 and 5.8 per cent of all illness 
episodes in rural and urban areas respec¬ 
tively were referred to the primary h^th 
centres INCAER1992]. In education, it was 
reported in the 42nd Round of the NSS that 
in 1986-87, 30 per cent of children never 
enrolled in schools had cited ‘not interested’ 
as the cause for non-enrolment (NSS). Com¬ 
menting on (his, Minhas (1991, p 5) states, 
“Although the non-interest in enrolment 
might be considered a demand side con¬ 
straint on access to education by many, 1 am 
of the view that the main cause for being ‘not 
interested' in enrolment may reside in the 
lack of facilities... In other words, it is not 
only the physical non-availability of schools 
as such but also the poor quality of what is 
available". 

It has been observed that when faced with 
expenditure compressio~ on the one hand 
and increasing socio-political pressure for 
educational expansion on the o^er the gov¬ 
ernments tend to trade oH quality for quan¬ 
tity [Tilak 1993], Commenting on the im¬ 
pact of the structural adjustment programme 
on the educational sector Tilak states, “First, 
quality of education gets traded off for 
quantitative expansion. The policy-makers 
find a compromise solution of apparent 
maintenance of the status quo by meeting 
the quantitative demand fairly satisfactorily 
but by diluting the quality of Vacation, widi 
inadequate allocation of physical and mon¬ 
etary resources for programmes and ob¬ 
jects relating to improvement in quality...” 
(p 136). Special efforts need to be taken to 
ensure that the low quality of services pro¬ 
vided do not deteriorate further. 
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ORISSA STATE FINANCIAL CORPORATION 


0. M. P. SQUARE, CUTTACK - 753 003. 

Telegram: FINCORISSA Telex: 0676-225 
Fax: 0671-30644 E.P.A.B.X: 21123, 21125, 21172, 21173 

OSFC has been in the service of the people of Orissa for 37 years. 

We have invested around Rs. 6CX).00 crores so far in various industrial concerns including 
hotels, transport and nursing homes. 

WE PROVIDE; 

G Term loan upto Rs 60 00 lacs to small and medium scale industries. 

□ Term loan to industries in tiny sector. 

0 Soft loan upto Rs. 04.00 lacs to Technical Entrepreneurs 

□ Seed Capital loan to tiny sector industries (State Govt Scheme). 

□ Seed Capital assistance upto Rs 15 00 lacs to Technical/Professional Entrepreneurs (IDBI scheme). 
0 Term loan to Hotels, Nursing Homes, Clinics and Transport Operators. 

□ Term loan for Quality Control equipment. 

□ Term loan for modernisation of existing industries 

□ Assistance for rehabilitation of sick units 

□ Assistance under equipment refinance scheme of IDBI to the existing industries. 

0 Term loan and working capital loan assistance under Single Window Scheme. 

□ Assistance to Ex-Military personnel under SEMFEX Scheme. 

□ Assistance to Women Entrepreneurs under 'Mahila Udyam Nidhi' Scheme. 

Any eligible industrial concern defined under SFC's Act with paid up capital and free reserves 
not exceeding Rs. 50.00 miilion is eligibie to avail assistance. However, for loans beyond 
Rs. 03.00 million & upto Rs. 06.00 million the industrial concern should be either in 
corporate or Co-operative Sector. In case of medium scale industries OSFC finance jointiy 
with IPICOL. 


If you are interested to set up an industriai unit, please call us at Head Office 
or 6 Regional Offices or 17 Branch Offices located statewide. 

We assure prompt service. 


MANAGING DIRECTOR 



1026 


Economic and Political Weekly April 16*23.199 













Conclusions . 

The structural adjustment programme in 
the country is being implemented against a 
background of incomplete structural trans¬ 
formation. high-level of poverty, low level 
of human development and distorted pat¬ 
terns of expenditure in education and health 
which are attuned more towards higher level 
facilities as compared to pnmary level insti¬ 
tutions. Complicating the issue f^urther i^ the 
fact that the bulk of expenditures on social 
sectors is incuned by the state governments 
which have pursued human development 
strategies with varying degrees of intensity. 
Given such dismal initial conditions and a 
low rate of growth of the economy in the 
past three years, the pursuit of ‘structural 
adjustment with a human face' depends to a 
very large extent on the prioritisation of 
goals and the degree of political commit¬ 
ment at both the centre and the states’ level. 
Such a strategy requires the adoption of a 
series of measures of which financial allo¬ 
cations form only one of several equally 
important elements. The crux of the matter 
IS ^at the approach requires human devel¬ 
opment goals to be an integral part of the 
strategy of structural adjustment as well a.s 
development. 

While not undermining the new initia¬ 
tives taken so far at the central level, it needs 
to be pointed out that development of these 
sectors is a long and arduous task and sus¬ 
tained effort in this direction over a long 
pcriixl of time is essential. Given the re¬ 
sponsibility of the states in this regard, the 
present situation wherein the financial allo¬ 
cations keep fluctuating in view of the fiscal 
exigencies do give an impression of the lack 
of a long-term perspective in this regard. 
The present tendency is to initiate several 
rather conspicuous social welfare 
programmes without adequate planning or 
preparation at the ground level. Further the 
implementation of individual social welfare 
schemes is being interpreted as adhering to 
the concept of adjustment with a human 
face. As it was repeatedly stressed earlier, 
the concept implies that the bias towards the 
poor is to be built in to all measures taken by 
the government and its responsibility does 
not end with the initiation of specific 
schemes. What is necessary is the identifi¬ 
cation of various components of an inte¬ 
grated human development strategy and 
implementation of projects with appropri¬ 
ate sequencing so as to yield m’aximum 
social returns. Furthermore, given the syn¬ 
ergistic relationship between education, 
health and nutrition, the measures adopted 
in the past in some states of accelerating 
expenditures on education even as the 
health sector’s allocations suffer needs to 
be curbed. 

In a country of India’s size and diversity 
there are limitations to what the govern¬ 


ments even with the best of programmes can 
achieve. The participation of the people, 
particularly women and the adoption of 
community approach are imperative if the 
success of social sector programmes is to 
be ensured. Recent examples from Tamil 
Nadu in the field of social welfare 
programmes bear ample testimony to this. 
The adoption of the structural adjustment 
programme, to use a cliche, offers both a 
challenge and an opportunity to overhaul 
the system that organises and delivers 
social services. The enhancing of alloca¬ 
tions at the central level could, at best, 
serve as a signal to the states to follow 
similar policies. However, the othci ele¬ 
ments of the strategy of structural adjust¬ 
ment with a human face which involve, 
inter alia, prioritising, reorganisation and 
targeting, ensuring equity and monitoring 
(possibility every quarter) of human de¬ 
velopment outcomes during structural 
adjustment programme needs to be given 
top priority at the highest level. The sheer 
magnitude of the problem involving over 
300 million people below the poverty line 
and 324 million illiterates demands an 
immediate and sustained response trom 
the government. The stakes are too high 
and the magnitude of the problem too 
large to be swept under the carpet. The 
repercussions of failing India’s vulner¬ 
able sections could trigger ofl respon.scs 
which may seriously undermine the very 
sustainability of reforms. It is in the en¬ 
lightened self-interest of ail concerned to 
adopt structural ajustment with a human 
face whole-heartedly and with all its im¬ 
plications. 


Notes 

(Extensive discussions with ,S L Shctly and 
Romar Correa helped me a great deal in the 
pieparation of this paper Sangila Kaiiidar and A 
Radha compiled data lioiii state budget docu- 
menls and provided valuable research assis¬ 
tance. N V Ramaswaniy. in his usual efficient 
mannet. transformed an untidy manuscript to a 
neat final copy in record time. My gratitude to 
each one of them. The usual caveat applies ] 

1 There have been several cnticisms of the meth¬ 
odology adopted by ihe UNDP for constructing 
the Human Development Index Criticism has 
been on choice of indicators, weights given to 
the indicators as well as on the utility of such an 
index [Bhanoji Rao 1991. McGillivray 1991, 
Prabhu and Sarkcr 1994}. For the present pur¬ 
pose, It will suffice to recognise ihs utility as a 
crude indicator of human development across 
countries. 

2 The allocations to education and health are at 
par with the average levels in other Asian 
countries and hence considered adequate by 
studie.s conducted at the World Bank [Griffin 
1992. Ton and Mingat 1992). However, in 
view of the low level of human development 
and the large magnitude of the task, a higher 
allocation of at least 6 per cent of GNP is 


recommended by experts [Bhanoji Rao 1992) 
as well as officii bodies [ICSSR-ICMR Joint 
Panel 1981, Government of India 1986, Plan¬ 
ning Commission 1992). 

3 Private expenditures on health are high and an 
estimated to account for as much as 7S per cent 
of total expenditure on health In the country 
(World Bank 1993). The high level of private 
expenditure in the context of tow incomes and 
widespread poveny indicates that expenditures 
are diverted from essential consumption to 
unavoidable curative medical cope [Griffln 
1992) 

4 Van Der Hoeven (1991) defines meso policies 
as those that “deal with the consequences of 
macropolicies on special groups, the poor in 
particular. They encompa.'u, the way taxes are 
collected, goveimnent expenditure is distrib¬ 
uted, and how credit and interest rate policies, 
etc, are earned out in practice” Meso policies 
rely more on direct government intervention 
rather than on market forces. 

5 The rate of interest on small savings loans was 

13.5 per cent from June 1,1991, was raised to 

14.5 per cent from June 1. 1992, 15 per cent 
from June 1,1993. The rate of uiterest on other 
plan and non-plan loans was raised to 10.75 per 
cent from June 1,1991 to 11 75 per cent from 
June 1, l‘)92 and from June 1.1993, these loans 
carry an interest rate of 12 per cent (Receipts 
Budget 1994-95). 
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Table 1; Overall Budgetary Position (con 
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Table 2: Ccutral Govermucat’s Rece^ 


iKs cron) 



1994-95 

Budget 

1993-94 

Revised 

1993-94 

Budget 

1992-93 

Actuals 

1991-92 

Actuals 

1990-91 

Actuals 

1989-90 

Actuals 

1988-89 

Actuals 

1987-88 

Actuals 

1986-87 

Actuals 

1985-86 

Actuals 

(I) Revenue receipts 

86084 

76166 

88190 

74128 

66031 

54954 

52296 

43591 

37037 

33083 

2803S 

i59.1] 

{56.5] 

[6.7.3] 

[67.2] 

[63.2] 

[58.5] 

[63.5] 

[59.3] 

[59.3] 

[60.5] 

[59.2] 

(a) Gross tax revenue (l■•■2) 

87136 

76750 

89389 

74637 

67361 

57576 

51636 

44474 

37666 

32838 

286/0 

(1) Taxes on income, propeny 

24790 

21211 

21261 

18132 

15207 

11024 

10005 

8825 

6748 

6236 

5363 

and capital nansactions 

(28.4) 

(27.6) 

(23.8) 

(24.3) 

(22.6) 

(19.6) 

(19.4) 

(19.8) 

(17 9) 

(19.0) 

(19.4) 

of which 

Corporation tax 

12480 

10500 

10500 

8899 

7853 

5335 

4729 

4407 

.3433 

3160 

2863 

X14.3) 

(13.7) 

(11.7) 

(11.9) 

(117) 

(9.3) 

(9.2) 

(9.9) 

(9 1) 

(9.6) 

(10.0) 

Taxes on income other than 10925 

9500 

9500 

7888 

6731 

.5371 

5010 

4241 

3192 

2879 

2511 

corporation tax 

(12.5) 

(12.4) 

(10.6) 

(10.6) 

(10.0) 

(9.3) 

(9.7) 

(9.5) 

(8 5) 

(8.8) 

(8.8) 

Wealth tax 

125 

115 

200 

468 

307 

231 

179 

122 

101 

174 

153 

(2) Taxes on commodities 

62346 

55539 

68128 

56505 

52154 

46552 

41631 

35649 

30918 

26602 

23107 

and services 

(71.6) 

(72.4) 

(76.2) 

(75.7) 

(77.4) 

(809) 

(80.6) 

(80.2) 

(82.1) 

(810) 

(80.6) 

of which 

C^istom duties 

25200 

22500 

31000 

23776 

22257 

20644 

18036 

15805 

13702 

11475 

9526 


(28.9) 

(29.3) 

(34.7) 

(31.9) 

(33 0) 

(35.9) 

(34 9) 

(35 5) 

(36.4) 

(34 9) 

(33,2) 

Excise duties 

36700 

31750 

35000 

30832 

28110 

24514 

22406 

18841 

16426 

14470 

12956 


(42.1) 

(41.4) 

(39.2) 

(41.3) 

(41.7) 

(42 6) 

(43.4) 

(42 4) 

(43 6) 

(44.1) 

(45.2) 

(b) State and UTs' share of tax 

24394 

22277 

22669 

20593 

17292 

14598 

13287 

10723 

9651 

8519 

7530 

revenue 

(28.0) 

(29.0) 

(25.4) 

(27.6) 

(25.7) 

(25 4) 

(25.7) 

(24.1) 

(25 6) 

(25 9) 

(26.3) 

(A) Centre’s net tax revenue (a-b) 

62742 

54473 

66720 

.54044 

50069 

42978 

38349 

33751 

28015 

24319 

21140 


(72.0) 

(71.0) 

(74.6) 

(72.4) 

(74.3) 

(74.6) 

(74.3) 

(75 9) 

(74.4) 

(74.1) 

(73.7) 


{43.1] 

[40.4] 

{50.9] 

[49.0] 

[47.9] 

[45.7] 

[46 6] 

[45.9] 

[44 9] 

[44.5] 

[44.6] 

(B) Centre's non-tax revenue 

23342 

21693 

21470 

20084 

15961 

11976 

13947 

9840 

9022 

8764 

6895 


[16.0] 

{16.1] 

{16.41 

[18.2] 

[15.3] 

[12.7] 

[16.9] 

[13.4] 

[14.41 

[16.0] 

[M.6J 

Interest receipts 

15978 

14538 

14531 

12487 

10933 

8730 

8474 

6981 

5755 

5353 

4595 

Divident and profits 

2793 

2737 

2691 

2493 

1058 

774 

716 

475 

605 

507 

515 

Other non-tax revenue 

4571 

4418 

4248 

5104 

3970 

2472 

4757 

2384 

2662 

2904 

1785 

(II) Capital receipts 

(A+B+C+D+E+F+G) 

59615 

58646 

42800 

36178 

38528 

38997 

30020 

29878 

25408 

21572 

19313 


[40.9] 

[43.5] 

[32.7] 

[32 8] 

[36.8] 

(4 1 . 5] 

[36.5] 

[407] 

[40 7] 

[39.5] 

[40.8] 

(A) Net internal borrowings (a-b) 

14700 

17692 

3700 

3676 

7510 

8001 

7404 

8418 

5862 

5532 

4884 

(a) Gross 

I.56S4 

18840 

4848 

4821 

8921 

8988 

8044 

8894 

6684 

6570 

5543 

(b) Repayments 

954 

1148 

1148 

1145 

1411 

987 

640 

476 

822 

1038 

639 

(B) Net external borrowings (a-b) 

4279 

3837 

.5454 

5319 

5421 

3181 

2595 

2460 

2893 

2024 

1449 

(a) Gross 

9667 

9008 

10549 

%25 

8279 

5339 

4443 

4016 

4069 

3040 

2145 

(b) Repayments 

5.188 

5171 

5095 

4306 

2858 

2158 

1848 

1556 

1176 

1016 

696 

(C) Recovery of loans (net) 

6700 

6655 

6655 

6356 

6021 

5712 

4980 

4597 

4180 

3491 

2773 

(0) .Small savings (net) 

6000 

6000 

5500 

5717 

6640 

9104 

8575 

5835 

3911 

3411 

4369 

(a) Centre's share 

1000 

1000 

1000 

1453 

1159 

2078 

2833 

16.30 

814 

611 

1466 

(b) States' share 

5000 

5000 

4500 

4264 

5481 

7026 

5742 

4205 

3097 

2800 

2903 

(E) Net provident fund 

1800 

1700 

1600 

1611 

1286 

1221 

1116 

961 

893 

767 

419 

^) Special deposits 

8100 

8090 

8420 

7144 

6670 

7716 

7970 

6151 

4381 

3913 

1001 

(G) Other items of capital 

receipts (net) 

18036 

14672 

11471 

6356 

4980 

4062 

-2620 

1456 

3288 

2434 

4420 

(Ill) Aaareaatc receipts (1 * II) 

145699 

134812 

130990 

110306 

104559 

93951 

82316 

73469 

62445 

54655 

47350 

(IV) Central government’s 

total liabilities (A-fB) 

53.3053 

471919 

436460 

401924 

354662 

314558 

268193 

229771 

195561 

166546 

137484 

(A) Central government's 

debt (ar-b) 

.127068 

288621 

251143 

241369 

209698 

185529 

161536 

140244 

121869 

106612 

89192 

(a) Internal debt 

277561 

242729 

204690 

199100 

172750 

154004 

133193 

114498 

98646 

86313 

71039 

(b) External debt 

49508 

45892 

46453 

42269 

36948 

31525 

28343 

25746 

23223 

20299 

18153 

(B) Oxher liabilities 

205985 

18.3298 

185317 

160554 

144964 

129029 

106657 

89527 

?3692 

59935 

48292 


Ratios (percentages) 

(I) Taxes on income, property 
and capital transactions to 


GDP at current market prices 

2.7 

2.7 

2.7 

2.6 

2.5 

2 1 

2.2 

2.2 

2.0 

2.1 

2.1 

(2) Taxes on income other than 
corporation tax to GDP at 
current market prices 

6.9 

7.0 

8.6 

8.0 

8 5 

8.8 

9.2 

9.0 

9.3 

9.1 


(3) Central government’s total 
liabilities to GDP at current 
market pnees 

58.8 

.59.3 

54.8 

57.0 

57 6 

59 3 

59 1 

57.9 

58.7 

56.9 

52.4 

(A) Central government’s 
debt to GDP at current 
market prices 

36.0 

36.3 

31 6 

34.2 

34.1 

34.9 

.35 6 

35.4 

36 6 

36.4 

34.0 

(a) Internal debt 

30.6 

30.5 

25.7 

28.2 

28.1 

29 0 

29.3 

28 9 

29.6 

29 5 

27.1 

(b) External debt 

55 

3.8 

5.8 

6.0 

6.0 

5.9 

6.2 

6.5 

70 

6.9 

6.9 

(B) Other liabilities 

22.7 

23.0 

23.3 

22.8 

23.5 

24.3 

23.5 

22 6 

22.1 

20.5 

18.4 


Notes: (1) Figures in round brackets are percentages to gross tax revenue. 

(2) Figures in square brackets are percentages to aggregate receipts. 

(3) Other items of capital receipts includes Rs 4.000 crore in 1994-95, Rs 2,500 crore in 1993-94, R.s 1,961 crore in 1992-93, Rs 3.038 crore 
in 1991-92: disinvestments of equity holdings in public sector enterprises. 
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Table 3: Central Government’s Expenditure 


(Rj erort) 



1994 9S 
Budget 

1993 94 
Revised 

1993 94 1992 93 
Budget Actuals 

1991 92 
Actuals 

1990 91 
Actuals 

1989 90 
Actuals 

1988 89 
Actuals 

1987-88 

Actuals 

1986-87 

Actuals 

1985-86 

Actuals 

(1) Noa-plan eipenditurc 

I0S117 

97843 

90073 

83938 

80433 

76933 

63388 

32960 

44052 

39920 

32812 

(69 3) 

(68 0) 

(68 6) 

(700) 

(72 2) 

(73 1) 

(704) 

(66 9) 

(64 5) 

(63 4) 

(623) 

(A) Ifiterrst payments 

46000 

37300 

18000 

31033 

26396 

21498 

17737 

14278 

11251 

9246 

7512 

(30 3) 

(26 1) 

(28 9) 

(23 3) 

(23 9) 

(20 4) 

(19 1) 

(18 0) 

(16 5) 

(147) 

(14 3) 

(B) Defence 

23000 

21300 

19180 

17382 

16347 

13426 

14416 

13341 

11968 

10477 

7988 


(13 2) 

(14 9) 

(14 6) 

(14 3) 

(14 7) 

(14 6) 

(133) 

(169) 

(17 5) 

(167) 

(15 2) 

(C) Subsidies 

9463 

12400 

8376 

12043 

12233 

12138 

10474 

7732 

3980 

5451 

4796 


(6 2) 

(8 6) 

(6 4) 

(9 8) 

(110) 

(11 S) 

(113) 

(9 8) 

(8 8) 

(8 7) 

(91) 

food 

4000 

3700 

3000 

2800 

2830 

2430 

2476 

2200 

2000 

2000 

1650 

peitilisers (indigenous-i-imported) 4000 

4400 

3300 

3796 

3183 

4389 

4342 

3201 

2164 

1898 

1924 

Export promotion 

300 

700 

300 

819 

1738 

274’ 

2014 

1386 

962 

785 

603 

Other subsidies 

822 

1600 

876 

1128 

1033 

1073 

1442 

943 

854 

768 

619 

(D) General services 

9692 

9466 

8807 

8824 

6932 

6849 

6129 

4970 

4388 

3633* 

3030 


(6 4) 

(6 6) 

(6 7) 

(7 2) 

(6 2) 

(6 3) 

(6 6) 

(6 3) 

(6 4) 

(5 8) 

(S8) 

Police 

2621 

2326 

2223 

2109 

1849 

1364 

1297 

1132 

980 

819 

631 

Pension (defence kiviI 

employees) 

3604 

3331 

3112 

2974 

2416 

2(38 

2127 

2014 

1386 

920 

727 

(E) Social services 

2623 

264 3 

2372 

2143 

1943 

178 3 

1322 

1291 

1309 

1206 

877 


(I 7) 

(1 8) 

(1 8) 

(17) 

(1 7) 

(1 7) 

(1 6) 

(16) 

(19) 

(19) 

(I 7) 

Education, spoils, youth affairs 

932 

943 

887 

830 

762 

721 

389 

474 

608 

499 

328 

Health and family wellarc 

362 

363 

321 

303 

281 

236 

200 

140 

163 

145 

166 

Labour and employmem 

438 

493 

303 

314 

288 

269 

23 3 

231 

163 

232 

117 

Information and broadcasting 

403 

373 

389 

347 

303 

282 

222 

130 

164 

123 

99 

(F) Economic services 

3433 

3119 

2673 

2634 

2606 

2492 

2782 

1944 

1894 

1437 

1361 


(2 3) 

(2 2) 

(2 0) 

(2 2) 

(2 3) 

(2 4) 

(3 0) 

(2 3) 

(2 8) 

(2 3) 

(2 6) 

Agncultuie and allied activities 

473 

488 

400 

442 

431 

418 

378 

261 

243 

164 

243 

Energy industry and minerals 

S74 

661 

387 

688 

93S 

830 

1091 

672 

805 

469 

381 

Transport and communication 

444 

496 

369 

436 

2)0 

340 

482 

232 

207 

183 

150 

Science, technology and 

environment 

816 

787 

728 

672 

621 

333 

476 

427 

376 

343 

297 

(G) Pbsial deficit 

I2S 

173 

126 

86 

209 

186 

260 

170 

191 

213 

162 


(0 1) 

(0 1) 

(0 1) 

(0 1) 

(0 2) 

(0 2) 

(0 3) 

(0 2) 

(0 3) 

(0 3) 

(0 3) 

(H) Non plan expenditure of UTs 

494 

1133 

1303 

1291 

1174 

986 

863 

723 

437 

336 

414 

without legislatures 

(0 3) 

(0 8) 

(1 0) 

(1 1) 

(1 1) 

(0 9) 

(0 9) 

(0 9) 

(0 6) 

(0 9) 

(0 8) 

(I) Grants to states and UTs 

2334 

2381 

2234 

2613 

3921 

3982 

2H3 

2186 

1789 

1714 

1786 


(1 3) 

(1 7) 

(I 7) 

(2 1) 

(IS) 

(3 8) 

(2 3) 

(2 8) 

(2 6) 

(2 7) 

(3 4) 

(J) Grants to foreign governments 

187 

167 

183 

132 

147 

139 

120 

'24 

139 

114 

81 


(0 1) 

(0 1) 

(0 1) 

(0 1) 

(0 1) 

(0 1) 

(0 1) 

(0 2) 

(0 2) 

(0 2) 

(0 2) 

(K) Loans and advances to 

3228 

3009 

4429 

4728 

3332 

7606 

3793 

4293 

3134 

3722 

4206 

state and UTs 

(34) 

(3 3) 

(3 4) 

(39) 

(3 0) 

(7 2) 

(6 2) 

(3 4) 

(4 6) 

(3 9) 

(8 0) 

(L) Other loans 

936 

1074 

1017 

1001 

2009 

2881 

2036 

1107 

903 

1769 

217 


(0 6) 

(0 7) 

(0 8) 

(0 8) 

(1 8) 

(2 7) 

(2 2) 

(1 4) 

(1 3) 

(2 8) 

(04) 

(M)Non plan cafwtal expenditure 

1402 

1280 

1473 

1824 

78? 

947 

1091 

788 

f)67 

380 

382 


(0 9) 

(0 9) 

(1 1) 

(1 S) 

(0 7) 

(0 9) 

(1 2) 

(I 0) 

(1 0) 

(06) 

(0 7) 

Memo Item 

Defence pension (revised estimates) 

2706 

2331 

2379 

23 4 3 

1840 

1670 

1600 

1397 

1213 

693 

327 

(11) Flan outlay 

46'>82 

16027 

41231 

36660 

3096) 

28363 

27320 

26131 

24209 

22996 

19834 

(30 7) 

(32 0) 

(U 4) 

(29 9) 

(2/8) 

(26 9) 

(29 6) 

(33 1) 

(33 3) 

(36 6) 

(37 7) 

(A) Budget support foi central Plan 

2/278 

23012 

23242 

20180 

17096 

17496 

18049 

16331 

14438 

13001 

12791 

(18 0) 

(17 4) 

(17 7) 

(163) 

(IS 1) 

(166) 

(19 4) 

(20 6) 

(21 1) 

(23 8) 

(24 3) 

(1) Economic services 

204‘5‘i 

19126 

17 360 

I3S3H 

13122 

13839 

14762 

13071 

11736 

12809 

10932 


(133) 

(13 3) 

(132) 

(127) 

(11 8) 

(132) 

(139) 

(16 3) 

(17 2) 

(204) 

(20 8) 

(a) Agnculture and 

allied seivices 

2614 

238 3 

2402 

2119 

1634 

1184 

1291 

1273 

III) 

1373 

1302 

(b) Rural development 

6036 

4829 

I2'>9 

3193 

2279 

2672 

2766 

1733 

1X44 

1360 

706 

(c) Imgation and flood 

control 

261 

280 

273 

213 

210 

161 

46 

209 

158 

114 

58 

(d) Energy 

4033 

3838 

3623 

3121 

2979 

3646 

4162 

3373 

2916 

1366 

1789 

(e) Industry and minerals 

3437 

4123 

3136 

2801 

2368 

2372 

2633 

2846 

3018 

5074 

4483 

(0 Transport 

2147 

1917 

1893 

2716 

2338 

231 3 

269d 

2411 

2013 

2088 

1602 

(g) Communication 

82 

70 

80 

71 

72 

333 

144 

194 

131 

616 

472 

(h) Science technology 

and environment 

1362 

I2(>8 

1231 

919 

814 

706 

679 

660 

499 

477 

445 

(t) General economic sctviccs 461 

416 

449 

383 

408 

470 

323 

130 

44 

139 

73 

(2) Social services 

66)6 

3731 

37 30 

4394 

1947 

3397 

3240 

3202 

2633 

2134 

1801 


(4 3) 

(4 0) 

(44) 

(3 7) 

(IS) 

(3 4) 

(3 3) 

(4 0) 

(3 9) 

(3 4) 

(3 4) 

(a) Education ails and culture 1749 

1312 

1489 

1173 

993 

963 

960 

1063 

643 

398 

297 

(b) Health and family welfare 2008 

1780 

1733 

1331 

1101 

1037 

828 

872 

730 

728 

690 

(c) Water supply sanitation 

housing 

1303 

1060 

1043 

690 

843 

718 

311 

436 

287 

382 

381 
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lable J. central Goveratnent’s t^xpenditure (contd) 


(Ks croiw) 



1994 95 
Budget 

1991 94 
Revised 

1991 94 
Budget 

1992 91 
Actuals 

1991 92 
Actuals 

1990 91 
Actuals 

1989 90 
Actuals 

I988 89 
Actuals 

1987 88 
Actuals 

1986-87 

Actuals 

1983-8^ 

Actualf 

(d) Infotmation and 

hroadeasting 

61 

64 

75 

51 

112 

151 

266 

225 

198 

212 

106 

(e) Welfare of Sr/S Is 

and ORCs 

612 

5H9 

55« 

479 

414 

111 

145 

299 

214 

218 

203 

(I) 1 abuur and labour welfare 126 

65 

160 

61 

69 

20 

27 

20 

15 

15 

10 

(g) Social welfare and 

nuintion 

715 

661 

652 

605 

11 1 

159 

101 

267 

504 

161 

114 

(3) Gencial services 

207 

155 

152 

28 

27 

10 

17 


69 

58 

58 


(0 1) 

(0 1) 

(0 1) 

(neg) 

(neg) 

(neg) 

(0 1) 

(0 I) 

(01) 

(0 1) 

(0 1) 

(B) Central assistance to state I'lans 

18711 

2(H) 11 

16520 

11249 

12708 

9949 

8719 

9082 

8921 

7079 

6381 


(124) 

(119) 

(126) 

(124) 

(II 1) 

(9 4) 

(9 1) 

(II 5) 

(11 1) 

(11 1) 

(12 1) 

(f) Central assistance to UTs 

561 

1002 

1490 

1212 

1157 

920 

751 

716 

828 

916 

680 


(0 4) 

(0 7) 

(1 1) 

(1 0) 

(1 0) 

(0 9) 

(0 8) 

(09) 

(1 2) 

(1 1) 

(1 3) 

Aggregate Kxpenditure (1 + If) 

151699 

141872 

111124 

122618 

III4I2 

105298 

92908 

791II 

68261 

62916 

S2666 


Notet figuics in brackels ore peri.Lntag<.s (o aggregate expenditure Subsidies ineludc debt relief tu fanneie eif Ks 141 erure in 1904 9S Rs 500 crore 
in 1991 94 Rs I 500 eiore in 1992 9t Rs I 425 mire in 1991 92 and Rs 1 502 eroie in 1990 9| 


Table 4: Revenue from Custom Duties 

(Rs crore) 



1994 95 
Budget 

1991 94 
Revised 

1991 94 
Budget 

1992 91 
Aclua|j> 

1991 92 
Actuals 

1990 91 
Acliials 

1989 90 
Actuals 

1988 89 
Actuals 

1987 88 
Actuals 

1986 87 
Actuals 

Gmas rustum duties (A-sB+C -i-D) 

T6169 

yi48o'' 

28984 

24599 

22881 

2122^ 

18562 

r62ir 

14059 

11771 

Refunds and duty drawbacks 

1169 

980 

1257 

882 

804 

658 

654 

479 

424 

100 

Net custom duties 

25200 

22500 

27727 

21717 

22077 

20568 

17908 

15755 

11615 

11471 

(A) Import duties 

25871 

21011 

27595 

24116 

21819 

20962 

18126 

16019 

13815 

11507 

(24711) 

(22056) 

(26140) 

(21261) 

(21017) 

(2010«) 

(17675) 

(15546) 

(11405) 

(11209) 

Of hTik h 

(1) Fruits (dried and flesh) 

140 

125 

121 

107 

92 

91 

80 

77 

63 

67 

(2) Animal ur vegetable oils and lals 
and their cleavage pioducts prep in f 

edible fats animal nr veg waxes 

115 

110 

56 

101 

118 

429 

249 

626 

619 

271 

(1) Mineral substance 

211 

190 

26'> 

215 

216 

206 

151 

120 

89 

76 

(4) Petroleum oils and oils obuuned fiuii 

bituminous minerals and crude 

4200 

4544 

1972 

4051 

1144 

1145 

2149 

1917 

1862 

857 

(5) Petroleum oils and oils obtained lioiii 

bituiiiinous minerals other than i ludc 

2125 

22(M) 

982 

1227 

■’ll 

555 

282 

196 

274 

218 

(6) Organic and inorganic chemicals and 

phannaccuticals 

2117 

1868 

2047 

1977 

191ti 

1742 

1611 

1408 

995 

913 

(7) Dyes colours paints and varnishes 

170 

150 

’06 

174 

155 

164 

111 

too 

91 

99 

(8) Pholuglaphic and ciiiematogiaphic goods 188 

115 

401 

115 

286 

241 

182 

155 

111 

in 

(9) Plastic and articles thereof 

1200 

970 

2090 

I5I6 

1782 

1112 

997 

869 

701 

597 

(10) Rubber and articles (hereof 

151 

125 

♦69 

178 

121 

290 

210 

174 

149 

165 

(11) Manmade filaments and staple libas 

100 

91 

91 

84 

127 

196 

128 

219 

198 

276 

(12) Pninary malenals of iron and steel 

119 

100 

805 

509 

192 

518 

411 

271 

137 

125 

(11) Iron and non alloy steel 

726 

625 

1015 

876 

861 

808 

754 

776 

677 

648 

(14) Stainless steel 

80 

78 

88 

102 

1(9 

116 

156 

111 

90 

71 

(IS) Other alloy steel hollow dnll 

bats and rods 

26/ 

220 

114 

187 

141 

299 

264 

201 

172 

120 

(16) Articles of iron and steel 

407 

180 

ni 

186 

488 

164 

118 

281 

264 

220 

(17) Copper 

67H 

650 

612 

691 

510 

505 

419 

411 

401 

238 

(18) Machinery excl machine toot and 

ball or roller beatings 

2100 

1950 

2779 

2214 

1815 

1945 

1541 

1065 

921 

1158 

(19) Machine tools (pons and aeccssoiies) 

155 

140 

206 

202 

225 

209 

164 

115 

108 

123 

(20) Ball or roller bearings 

266 

210 

155 

256 

212 

212 

144 

141 

119 

III 

(21) Electrical machinery 

1850 

1500 

2015 

1859 

1654 

1589 

1711 

1148 

797 

668 

(22) Motor vehicles and parts theicof 

511 

470 

288 

100 

2*74 

152 

297 

265 

235 

253 

(21) Instnimenis (optical surgical etc) 

529 

480 

480 

471 

115 

181 

117 

191 

175 

212 

(24) Project imports 

1450 

1115 

1520 

1160 

1874 

1291 

960 

I154 

1710 

1306 

(25) Baggage 

1260 

900 

1500 

664 

487 

619 

586 

451 

364 

377 

(B) Export duties 

48 

40 

104 

no 

16 

J 

6 

26 

49 

83 

(46) 

(19) 

(101) 

(129) 

(161 

(1) 

(5) 

(23) 

(47) 

(82) 

(C) Cess on exports 

81 

69 

64 

55 

47 

15 

12 

10 

25 

17 

(82) 

(69) 

(64) 

(54) 

(46) 

(15) 

(11) 

(10) 

(24) 

(17) 

(1) Coffee 

1 

1 

1 

1 

1 

2 

1 

3 

1 

1 

(2) Tobacco unmanufactured 

2 

2 

2 

2 

-> 

1 

1 

I 

I 

1 

(3) Manne products 

14 

12 

12 

II 

9 

6 

5 

4 

4 

4 

(4) Iron ore 

6 

5 

4 

1 

1 

1 

2 

2 

2 

2 

(D) Other receipt incl sale of gold and 

165 

140 

1222 

279 

979 

228 

198 

159 

161 

164 

silver confiscated 

(158) 

(117) 

(1220) 

(274) 

(969) 

(224) 

(196) 

(156) 

(159) 

(163) 


Nous Figuies in brackets are net of refunds and duty drawbacks Due to rounding off totals may not tally 
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TaUe 5: Revenue firum Union Excise Puties 


irore 


Grott union excise Uuiiei (excl electricity) 
Refunds and drawbacks 
Net union excise duties 
(A) Bmic excise duties 

Of »/!»€ h 

(1) Tea inci tea waste 

(2) Vegetable fats and oils partly or 
wholly hydrogenated 

(1) Cane or beet sugar and cheinically 
pure sucrose in solid tonn 

(4) Molasses resulting ftuni exiiaLtion 
or refining of sugar 
Tobacco manufactures 

(6) Cement clinkers tciiicnt ol all sorts 

(7) Motor spint 

(8) Kerosene 

(9) RDoil 

(10) Caustic soda and potash 
peroxides thereof 

(11) Soda ash 

(12) Organic iheimc.ils 

(H) Pharmaceuticals 

(14) Paints and varnishes 

(15) Essential oils lesinotds [lerfumeiy 
cosmetics 

(16) Soaps 

(17) Organic surface active agctiis 

(18) Plastic and articles 

(19) Tyres tubes flaps 

(20) Paper and paper board articles of 
paper pulp or paper or paper board 

(21) Cotton and cotton yarn 

(22) Synthetic filament yam and sewing 
thread etc 

(21) Artificial or synthetic staple fibre 
low including waste 

(24) Iron and steel and articles 

(25) Aluminnim and articles 

(26) Retngcralor and air condilioncis 
and parts 

(27) Machinery tools 

(28) Ball or niller bcanngs 

(29) Reception apparatus radio broadcasters 
television receivers incI video 
monitors and projectors 

(10) Insulated wires cables electrical 
conductors 

(31) Tiactors 

(12) Motor cars and other motor vehicles 
for trans|Mnl of pet suns 

(11) insttumenis (optical photogiaphic 
surgical) 

H) AdditioiMl duties on textiles and products 
;0 Additional duties in iieu of sales tax 

Of whu h 

(I) Cane or beet sugar and chemically 
pure sucrose in solid fonn 

(2) Tobacco manufactures 

(1) Textile products 
P) Cess on commodities 

Of which 

(1) Sugar 

(2) Indigenous crude oil 

(3) Coal and coke 

(4) Television 


1994 95 
Budget 

1993 94 
Revised 

1991 94 
Budget 

1992 91 
Actuals 

1991 92 
Actuals 

17800 

32650 

14591 

11162 

28585 

1100 

900 

840 

710 

465 

16700 

11750 

11751 

30652 

28120 

11516 

27198 

28992 

26412 

21557 

(10416) 

(26298) 

(28152) 

(25702) 

(21092) 


- 

- 

68 

75 

25 

21 

44 

45 

49 

155 

141 

110 

Ml 

284 

95 

79 

118 

90 

75 

2161 

2240 

2127 

2114 

1842 

2275 

2070 

2011 

1769 

1251 

1515 

1442 

1146 

1287 

124S 

lOS 

101 

288 

219 

246 

800 

782 

747 

741 

701 

118 

119 

124 

117 

III 

155 

111 

149 

125 

98 

790 

690 

921 

714 

611 

670 

581 

657 

527 

4?6 

178 

100 

169 

294 

219 

111 

270 

280 

295 

261 

145 

250 

282 

216 

186 

175 

100 

118 

255 

164 

1900 

1500 

1171 

1221 

792 

1100 

950 

1048 

817 

811 

525 

450 

495 

410 

188 

152 

119 

118 

295 

191 

2000 

lf>09 

1508 

1501 

1610 

478 

415 

127 

298 

256 

2715 

2200 

2676 

2009 

1411 

578 

500 

695 

615 

653 

100 

250 

116 

261 

271 

41 

16 

66 

60 

88 

200 

168 

197 

186 

184 


250 

200 

190 

189 

212 

475 

410 

515 

421 

271 

24 

21 

11 

79 

82 

725 

600 

600 

711 

779 

115 

101 

94 

101 

91 

494 

412 

118 

378 

148 

2701 

2415 

2430 

2177 

1868 


197 

181 

371 

339 

114 

1062 

1008 

1050 

911 

811 

1212 

1017 

1002 

899 

715 

1090 

2605 

2851 

2195 

2812 

175 

168 

168 

161 

160 

2680 

2218 

2475 

2169 

2466 

92 

88 

83 

80 

71 

- 



4 

12 


1990 91 
Actuals 

1989 90 
Actuals 

1988 89 
Actuals 

1987 88 
Actuals 

1986 87 
Actuals 

24881 

22670 

19122 

r6i9r 

14144 

410 

180 

296 

169 

16 

24451 

22290 

18825 

16422 

14489 

20016 

17719 

15108 

11216 

12016 

(19606) 

(17119) 

(15012) 

(11047) 

(11960) 

76 

79 

77 

77 

71 

50 

101 

100 

104 

68 

216 

200 

185 

164 

140 

58 

52 

26 

16 ' 

9 

1602 

I50(> 

1291 

Ills 

ion 

1086 

951 

89h 

870 

826 

1202 

1201 

1014 

901 

814 

255 

268 

241 

210 

211 

691 

711 

681 

646 

196 

118 

95 

71 

16 

49 

79 

69 

61 

44 

17 

417 

288 

246 

170 

144 

151 

111 

292 

181 

171 

187 

118 

119 

81 

77 

226 

188 

167 

116 

122 

15^ 

118 

111 

120 

72 

129 

112 

91 

81 

60 

488 

441 

159 

280 

214 

801 

62y 

676 

117 

120 

140 

Ml 

250 

221 

218 

185 

129 

118 

119 

140 

1401 

1049 

924 

1047 

872 

249 

227 

221 

248 

146 

1181 

1070 

829 

611 

117 

582 

521 

271 

194 

117 

196 

180 

111 

126 

108 

61 

12 

24 

20 

21 

119 

III 

64 

11 

44 


264 

216 

119 

114 

120 

201 

202 

188 

141 

11 

19 

46 

tl 

26 

42 

608 

191 

291 

242 

184 

79 

61 

19 

11 

41 

271 

209 

189 

176 

181 

490 

1471 

1276 

1147 

111! 


244 

229 

226 

197 

163 

708 

656 

526 

508 

481 

114 

584 

520 

438 

438 

1080 

1267 

2348 

2052 

1232 

142 

114 

133 

117 

105 

2717 

2947 

2029 

1770 

980 

70 

70 

65 

58 

63 

16 

38 

48 

19 

28 


034 
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Protect your car engine 
from heat-stroke! 
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I h» h«Ml inside (an be killing tor an enginftj^To beat the heat just walei won t do Your car 
noeds Servo Kool Ihe tuple action coolant that meets the high(>st Japanese standard - 
JIS k2234 lecpiiremeiits ► Servo Kool keeps the engine cool even under severe stress and in 
extreme temperatures ► Servo Kool acts as an anti-free/e in cold climes ► Servo Kool 
pievents corrosion fiom rheiiiiral deposits and rust Inipioves life and efficiency of the 
cMigine I idiatoi and watcu puiiip 

Scuvo Kool 1 lom Indianoil s R K D ( entre A ic'fieshing wa\ to kc'ep voiir engine c ool' 
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hid ano la ft S D Centre uealea international standard producia tailored to Indian cond tiona 
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Gender and Structural Adjustment 

The economic reform package is neither the 'only option' open to the countiy nor 
arc the set of policies the most likely to result in a genuine democratic economic 
and social system This has to be emphasised b<*cause it is not enough for 
women to carve out a niche for themselves within these policies, pressure 
must be created for an alternative strategy WS-2 

Issues of gender equity and justice assume added significance in the context of the 
interface between the new economic policy prcscnptions and gender relations 
The distributional concerns are crucial to our understanding of why women 
are hit harder than men by environmental degradation WS*S 

The distnbutional aspects of structural adjustment policies need to be assessed 
with care not only in the long run but in the transition penod during which, due 
to certain special circumstances, it is the household which will act as a 
buffer in the economy absorbing shocks And within the household 
It IS the women who bear the brunt of the costs of the transition WS-12 

Given the predetermined division of labour accompanied by unequal power within 
the household, the introduction of new technology tends to have efiects which 
reinforce subordination in one form or another Technological change in rural 
Java has disrupted social relations between men and women and in a 
manner disadvantageous to women WS-19 


In the context of the trend towards increasing feminisation of employment in 
both developed and developing countries, what is the role ol technology in 


empowenng womcn"^ 


WS-34 


The aigument that structural adjustment policies will introduce flexibility in the 
organisation of industry, in the production pro^ss and in the labour market, 
generating low paying jobs which will go to women, needs to be examined 
critically because it has a direct beanng on the development of strategies to 
counter the impact of the adjustment programmes WS-39 


Anatomy of Failure 

The manifest failure of the 
economic reforms is not surprising 
considering the senous flaws in 
their conception, strategy and 
implementation, 1049 


Is It Failure? 

While It may be doctrinally 
correct to criticise the government 
for not doing things wmch it 
could not reasonably be expected 
to do. It is not very sound mlitical 
economy or economic sociology to 
harp on these failures It is muen 
more fruitful to find out how and 
why the government has fashioned 
the particular strategy it is 
following 1063 


Dead-End 

Although both CITU and AITUC 
seem intent on finding new forms 
of struggle to channelise the 

S owing discontent and anger of 
e wonting class, no new models 
appear to have evolved so far from 
the movements waged by these 
central trade unions 1057 

Industrial Disputes 

What factors influence the 
frequency and duration of industnal 
disputes in India'’ Some pointers 
from an analysis of the empincal 
evidence for 19 industnes over a 
seven-year penod 1081 


Underutilised 

Disparities in the utilisation of 
health services between states, 
between different expenditure 
groups and between urban and 
rural areas persist, but there has 
been no serious governmental 
initiative to deal with the 
problem 1071 


Food Security 

The experience of the south Asian 
countries in the last two decades 
holds important lessons for the 
simultaneous measures required 
to ensure food secunty for the 
vulnerable sections of ihe 
population 1092 


lYirning Point 

The dalits response to the police 
firing on them in Meerut may 
mark a turning point in the 
political situation in UP 1054 


On the Streets 

The March protests in France 
of several hundreds of thousands 
of students unsinployed 
and semi employed youth 
teachers, trade unionists aiiu 
social movement activists 
underscored the growing anger 
with government measures 
which have intensiiied 
unemployment and social 
insecurity 1061 










LETTERS TO EDITOR 


Rf^ya Sabha 

WHILE wading through the back numbers 
of EPW, my eyes got stuck at the note in 
the issue of January 22 last by a correspon- 
dentonthecountry’selectoral law, ‘Strain¬ 
ing Credulity’, and which you have ac¬ 
corded the prerogative of carrying on the 
editorial pages (pp 144-45). The writer of 
the note is obviously either unaware or 
contemptuous of the original purpose un¬ 
derlying the establishment of the Rajya 
Sabha. While the Lok Sabha (the House of 
the People) was supposed to concern itself 
with national issues, the Rajya Sabha (the 
Council of States) was intended to con¬ 
centrate on specific issues pertaining to 
the constituent States of the Union of 
India. Those hating the very concept of a 
federal structure for the country, and whose 
objective is to render the polity into an 
increasingly centralised, increasingly au¬ 
thoritarian entity, have tried to subvert 
with great diligence the legal provision 
that members representing a particular 
State in the. Rajya Sabha should be ordi¬ 
narily resident in that State. I am sorry that 
the EPW has seemingly decided to join 
this crowd. 

Ashok Mitra 

Calcutta 

DIs of University 
Education 

AMRIIC SINGH (March 19) while outlin¬ 
ing the ills afflicting today’s Delhi univer¬ 
sity education, has taken up only such 
issues as colleges not being granted auton¬ 
omous status, undciutilisabon of existing 
infrastructure lacilitics like building and 
laboratories, the obsolescence of under¬ 
graduate course curriculum, the imple¬ 
mentation of the IU-i-2+3 system. And it 
escapes ail logic why he conveniently puts 
the blame on the Delhi university teach¬ 
ers for all these problems. Fur Amnk 
Singh, no other problems and issues 
need attention 

It IS too simplistic to say that “universi¬ 
ties exist for the students anc' everyone 
else is there because the students are there”. 
The nature of education imparted is deter¬ 
mined by the goals with which the univer¬ 
sities are established. The universities exist 
to serve the economic goals of the nation 
state. In the Indian context university ed¬ 
ucation has outlived its post-independence 
objective of a liberal basic education in 
science and social science for the masses 
when the existing economic structure can¬ 
not even give a minimum social secunty. 


The crisis in university education reflects 
the crisis in society—the crisis of bour¬ 
geoisie democracy crying for a change. At 
this juncture to live with this crisis, the 
Indian university education can only dis¬ 
mantle the existing pature of education it 
imparts and this is what Amrik Singh is 
proposing in the guise of his ‘concerned’ 
opinion. And in doing this, the strongest 
opposition surely will come from the 
organised teaching community despite its 
current BJP affiliations! However, people 
like Amrik Singh exist in all spheres of our 
society, they are the entrepreneur manag¬ 
ers, who come forward with a detailed 
blueprint and justification sensing the 
changing wind and thereby keeping them¬ 
selves eternally available for ‘his/her maj¬ 
esty’s service’. 'The concern shown by 
Amrik Singh at the state of university 
education in Delhi is made at a time and in 
circumstances when it is considered radi¬ 
cal to be a conservative and prescribe 
solutions in the language of the concerned 
liberal that are already being put into 
action under the current liberalisation 
regime. 

In Khalsa College, of which Amrik Singh 
was till recently chairman, teachers have a 
court case against the minority status of 
the college. Amrik Singh is not a stranger 
to the harassment and politics of interfer¬ 
ence Irom the Gurdwara governing body 
members (all of them being ‘jathedars’ 
and scmi-literate at best) in many day-to- 
day affairs over the years, that this minor¬ 
ity/autonomous status afforded them. Yci 
for him the autonomy of the institution is 
a sacred objective against which the teach¬ 
ers surely are creating hurcUes. Similarly, 


other Delhi university colleges are run by 
partisan governing b^ies and any discus¬ 
sion on autonomous status should in all 
sincerity focus on the nature of autonomy 
sought rather than on whipping the 
teachers. 

This is not to say that the Delhi univer¬ 
sity teachers have conducted themselves 
in the most exemplary manner and that 
merit not be a criteria for academic eval¬ 
uation. Indiscipline, misbehaviour and der¬ 
eliction of'duty cannot be overlooked. Yet 
merely harping on this will not do and 
before solutions are sought, the reality 
needs to be understood. University teach¬ 
ers, like the public sector workers, are 
working in the overall cultural and social 
environment where working for individu¬ 
al interests is considered to be the best for 
the competitive capitalist environment. In 
the absence of an alternative ideology and 
culture, work in the public utility services 
including teaching in nublic institutions 
assumes an odour of Parity, In the ab¬ 
sence of a strong working class movement 
and a social philosophy, corruption thrives 
even amongst the working class. This is a 
reflection of the overall degenerating cap¬ 
italist environment. It is contingent upon.. 
the teaching community to understand that ^ 
their future ties with the working class 
struggle seeking through a revolutionary 
change in the existing social stnicture and 
not in begging for more. Being teachers, 
they arc responsible for keeping the intel¬ 
lectual climate free from reactionary and 
idle phrasemongering—if they fail it is not 
only their misfortune but of the nation too. 

Demnoex Singh 

Delhi 
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Whistling in the Dark 

I T would not be wide of the mark to say that the authorities are 
sitting on a volcano of macro-economic instability and pos- 
, sible hyperinflation. But judging by their actions, they do not 
seem to be aware of this. Worse, the framewoik of their economic 
policies leaves them with very limited options in dealing with the 
situation. 

The macro-economic situation, both current and prospective, is 
fraught with imbalances and uncertainties: low real income 
growth, fiscal instability, rapidly expanding monetary liquidity, 
reduced domestic saving and investment, poor addition to em¬ 
ployment and a combination of supply shortages, manipulative 
supply management, rampant speculation and upward revision of 
administered prices which is stoking inflation. On the surface 
there are no doubt positive elements like the large reserves of 
foreign exchange and foodgrains which should help augment 
commodity supplies; but in the first place, they themselves have 
been acquired with policy instruments that have strong inflation¬ 
ary bias and, secondly, their effectiveness in restoring macro- 
economic balance will depend upon the short- and medium-term 
strategics for deploying these assets effectively to break the back 
of speculation in commodities and to expand the economy’s 
production base. On both counts the government's actions do not 
inspire much confidence. 

It IS significant that both the large foreign exchange accruals 
and the build-up of foodstocks with the public procurement 
agencies took place in the second half of 1993-94 and were 
accompanied by a triggering of inflationary expectations. In the 
first quarter of 1993-94 the annual inflation rate had hovered 
around 7 per cent and there had been a seasonal spurt to above 9 
per cent in the second quarter and a slight seasonal decline to 
approximately 8 per cent in the third quarter. In the last quarter, 
however, reports of bulging of foreign exchange reserves and of 
food stocks with public agencies coincided with the revival of 
inflation. As a result the fiscal year 1993-94 ended with a rise of 
10.2 per cent in the wholesale price index (base: 1981-82sl00) 
against 7 per cent in the previous year and the government’s 
onginal target of 6 per cent. In fact, when the final figures of the 
WPI become available, the year will be seen to have experienced 
an inflation rate of over 11 percent. Furthet, even this measure of 
inflation should be considered an underestimate as the general 
index of wholesale prices does not fully capture either the 
galloping nse in prices of commodities of common consumption 
or the rising cost of investment, both of which have significant 
macro-economic implications. 

Prices of a large number of commodities of common consump¬ 
tion have risen sky-high. In 1993-94, the WPI for foodgrains shot 
up by 16.1 per cent with cereals rising by 13.7 per cent and pulses 
by 30 per cent. Sugw, khandsari and gur prices rose by 20.9 per 
cent, cotton textiles by I7.S percent, drugsandmedicinesby 10.8 


per cent and electricity by 30.7 per cent. The pnee increases 
for specific commodities available for the penod February 1993 
to February 1994 are mindboggbng: nee 12.1 per cent, wheat 
22.3 percent, bajra37.7 percent, maize 28.9 percent, barley 41.9 
per cent, gram 63.1 percent, arhar 11.6 percent, moong 25.4 per 
cent, urad 21.8 percent, potatoes 11.9 percent,onions 20.7 per 
cent, green peas 17 per cent, eggs 16 per cent, non-levy sugar 
34 7 per cent, khandsari 26.2 per cent and gur 30.4 per cent. The 
underestimation of the pnee increa.ses occurs because at the 
level of the individual items, unweighted averages of price quo¬ 
tations are taken into account. The understatingof the inflation in 
cost of investment arises similarly because the WPI does not 
reflect the increase in the cost of land and of raising capital 
from the market. As is well known, land values have risen 
tremendously in the past two years or so after non-resident 
Indians (NRIs) and even foreign nationals were permitted to buy 
real estate in India, though on a non-repatnable basis. 

Besides, it must not be lost sight of that the inflation of 7 to 10 
per cent last year coincided with low growth of the economy 
brought on essentially by fiscal compression. While the fi.scd 
contraction could not contain the pressures on commodities of 
common consumption because of the unrestrained current con- 
.sumption expenditures of the central and state governments and 
also because of the speculative manoeuvres of the trade and rich 
farmers, prices of capital goods have been held down due to the 
industrial recession attributable to the sharp cut-back in the 
government’s capital expenditures. Studies have suggested the 
strong possibility of a trade-off between inflation and growth. In 
any case, the link between the government’s capital expenditures, 
pr^uction and investment by the private sector and industnal 
growth in general is strong and well established. Therefore, if the 
wholesale price index for the ‘machinery and machine tools’ 
group rose by only 3.2 per cent in 1993-94 the reason was the 
slump in investment and growth. The reductions m customs 
and excise duties could only have been of marginal significance; 
in a number of other intermediate and final manufactured prod¬ 
ucts where similar reduction in indirect taxes has occurred, there 
has been little impact on final pnees The pnee index for manu¬ 
factured products as a group registered a nse of 8 8 per cenUin 
1993-94 compared to 7.9 per cent in 1992-93 

Inflationary pressures have raised their head since the second 
half of 1993-94 because, on the one hand, government policies 
on both demand and supply management have been inflation- 
inducing and, on the other, there has occurred a relative shortage 
of i^ricultural supplies. There were sizeable increases in admini¬ 
stered prices: procurement pnccs of nee and wheat, issue prices 
of wheat, rice, levy sugar and liquefied petroleum gas (LPG), 
controlled prices of petrol, high speed diesel and light diesel, 
electricity tariffs and railway freights On the demand side, the 
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government's revenue expenditure contin¬ 
ued to nsc even as revenue collections fell 
short of targets, resulting in, particularly 
during the second half of the year, mounting 
fiscal imbalances Further, the rapid foreign 
exchange accruals, the equivalent of nearly 
Rs 24,000 crore in the second half of 1993- 
94, injected massive amounts of liquidity 
into the system. Finally, there has emerged 
a situation of relative shortage of foodgrains 
and other agricultural commodities. Though 
the country has experienced six continuous 
years of good rainfall, the actual year-to- 
year increases in foodgrains production af¬ 
ter the initial jump has been meagre, just 
about 6 per cent over six years from 169.9 
million tonnes in 1988-89 to 180.5 million 
tonnes in 1993-94. 

Even more worrying are the severe limits 
on the government’s ability to contain infla¬ 
tion in the short run. On the supply side, 
besides the sluggishness in output growth, 
there have been serious imbalances in the 
production patterh with the output of coarse 
grains and pulses fluctuating sharply but 
remaining stagnant over the peric^ as a 
whole. Also, regional imbalances have been 
accentuated with some of the populous sutes 
such as Uttar Pradesh and Bihar experienc¬ 
ing little growth or even decline in output. 
Besides, as a fesult of the persistent erosion 
of real investment in agriculture by public 
and private sectors alike, there has been 
little addition to the production potential. 
The government’s supply management has 
also left much to be desired. While current 
foodgrain production is enough to meet the 
prescribed nutritional norm of 500 grams 
per capita per day, the gross inequalities in 
consumption between groups and regions 
makes it imperative for public distribution 
to play an effective role. But the government 
has been procuring grain, essentially wheat 
and rice, at prices far above those recom¬ 
mended by the Commission on Agricultural 
Costs and Prices (CACP) and making open 
market sales at a loss. The committee of 
officials appointed in late January to moni¬ 
tor the availability and prices of essential 
commodities came to the conclusion that 
the sudden spurt in their prices had been 
caused mainly by large-scale hoarding by 
traders. The indulgent view taken by state 
governments, particularly those of UP. M? 
and Delhi, of the violations of the Essential 
Commodities Act led to a worsening of the 
situation on the supply front. The announce¬ 
ments of imports under open general licence 
(OGL) of raw cotton, oilseeds, sugar and 
pulses has curiously led to intensification ol 
hoarding, spccul.nion and market manipu¬ 
lation by traders 

On the demand side, apart from the mas¬ 
sive increases in the government's con¬ 
sumption expenditure and little hope of 
mobilising larger resources due to the low¬ 
ering of taxes, the liquidity growth is con¬ 
tinuing unabated due to the inflows of for¬ 
eign exchange from three sources; stock 


market investments by foreign institutional 
investors (Fils), global depository receipts 
and other foreign borrowings by companies 
uid India funds floated abroad. The infla¬ 
tionary implications of these funds are all 
the greater because they are hardly used for 
productive purposes. We now have it on the 
authority of a Planning Commission official 
that of the funds raised by companies abroad, 
only 15 per cent is being spent on invest¬ 
ment projects and the balance has gone to 
finance non-productive treasury manage¬ 
ment and acquisition of financid assets as 
well as land, besides retiring old debts. 

The acute dilemmas that the government* s 
policies have created are evident enough. 
First, because of the persistent recession, 
interest rates cannot be raised and there is 
limited manoeuvrability in monetary poli¬ 
cy. Second, despite the growing foreign 
exchange reserves, the exchange rate cannot 
be allowed to rise because export profitabil¬ 
ity will suffer. However, due to a higher rate 
of inflation than in India’s trade-partner 
countries, the rupee has already appreciated 
by about 10 per cent in teal and trade- 
weighted terms. Finally, as inflation gets 
worse the government will be forced to take 
further measures of the stnictural adjust¬ 
ment vanety to keep the FIIs and other 
foreign investors in good humour, but which 
will contribute to a deepening of the econo¬ 
my’s structural crisis. 

LEGISLATIVE PRIVIUEGES 

Over-Protected 

THE arrest and subsequent incarceration of 
Nikhil Wagle, editor of the Bombay 
eveninger, Mahanagar, reopens the conten¬ 
tious a^ complex issue of legislative pri¬ 
vileges and press freedom. 

Wagle, who has been a doughty crusader 
against communalist journalism, was ar¬ 
rested for writing what has been termed a 
scurrilous piece casting aspersions on the 
character of legislators in the Maharashtra 
assembly and for having commented injudi¬ 
ciously on a condolence motion tabled in the 
house on the violent death of a member. 
Further, he refused to appear before a pri¬ 
vileges committee constituted of legislators 
to decide whether his actions were in keep¬ 
ing with the norms laid down for repotting 
on the proceedings of the legislature. Late 
last week the Maharashtra chief minister 
moved the motion recommending Wagle’s 
arrest and imprisonment for four days. 

The breach of pnvilege motion had been 
moved by a Janata Dal MLA objecting to 
Wagle's article entitled ‘Dhongebaji 
Kashasathi'’’ ('why the hypocrisy?’) com¬ 
menting on a condolence motion on the 
death ol a Shiv Sena MLA who was killed in 
a shoot out as he was returning from a 
friend’s funeral in 1992 and pointing to the 
extent of criminalisation in politics. The 
article had stated that several legislators had 


in fact taken help from criminal elements 
during elections and had drawn attention to 
the growing links between the underworld 
and elected representatives. Interestingly, 
none of the members whose names had bem 
mentioned have taken W^le to court on 
defamation charges. 

Wagle’s contention has been that since 
these links are known to exist any journalist 
has a right to write about them. He refused 
to appear before the privileges committee 
on the ground that it would be ridiculous to 
be tried by the very elements whose creden¬ 
tials to be people’s representatives he had 
questioned. ' 

The major issue however is that the con¬ 
cept of privilege has remained ill-defined 
and uncodified. Hie concept originally meant 
to ensure the British parliament freedom 
from interference by the Crown and blindly 
adopted in India has come in for critic^ 
comment from various authorities. The first 
and the second Press Commission as well 
as the Press Council of India have held that 
the concept of uncodified pnvilege is un¬ 
democratic. If rights and privileges of elect¬ 
ed representatives are to be protected, they 
must first be defined. Currently, it is left to 
those who enjoy these rights, the legislators, 
to define them depending on the circum¬ 
stances. Wagle’s refusal to appear before 
the privileges committee rests on a rejection 
of this state of affairs. 

While Wagle’s writing may at the most be 
faulted for having been strongly worded, 
and his refusal to appear in person before the 
privileges committee (he had sent his re¬ 
sponses in writing) an act of defiance, for 
die chief minister to have recommended his 
arrest can hardly be justified. The chief 
minister, or for that matter any of the legis¬ 
lators, could have used the occasion to fur¬ 
ther institutionalise democrauc practice by 
seeking to define the pnvileges which Wagle 
is accused of having infnnged. 

The fact that none of the political parties 
in the assembly here or elsewhere has taken 
up the cause of codification of legislators’ 
privileges indicates the enormous advan¬ 
tages elected representatives gain from flex¬ 
ible interpretation of their rights and privi¬ 
leges. This loosely defined concept of priv¬ 
ilege has been repeatedly used to curb crit¬ 
icism or to punish those who have been 
critical. In other words, affording protection 
for the undefined rights of some encourages 
curtailment of the rights of the majority. 

BANKS 

Structural Decline 

SIGNIFICANT structural changes are tak¬ 
ing place in the banking industry, but one is 
not sure if these are getting reflected in 
policy formulation by the authorities. Broad¬ 
ly, the concentration of banking business in 
a few centres persists; the rural branch net¬ 
work. while it is sizeable, has mobilised 
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veiy liiniled niral favingfand has not extend¬ 
ed niral vfedit on any impressive scale. 
Inter-state disparities in ba^ng develop¬ 
ment also continue; this is particularly true 
the share of deposits deployed as bank 
credit vrithin the respective states—the so- 
called credit-deposit ratios. The proportion 
of (xiority sector advances in total advances 
has been dedining. POr the various structur¬ 
al maladies faced by the banking industry, 
which has reason to be proud of its past 
achievements,the government and the Re¬ 
serve Bank are bereft of solutions; they 
seem to have few ideas on how best to build 
on the foundation laid over i quarter of a 
century. The only ideas Uiey project are 
those of exposing public sector banks to 
unbridled competition from new private 
banks and rolling out the red carpet for 
foreign banks. These can offer competition 
to public sector banks only in the so-called 
sophisticated, urban and largely wholesale 
market thus cornering the bulk of ‘high 
street’ banking business, leaving the more 
arduous tasks of retail and mass banking to 
the latter. The whole strategy portends yet 
another major upheaval in the Indian finan¬ 
cial system with the shake-up centring on 
the public sector banks. 

As per the RBI’s Quarterly Handout on 
Banking Statistics for December 1993, rural 
branches of commercial banks constituted 
S7.3 per cent of a total of 61,740 bank 
branches but they mobilised only 15.1 per 
cent (or Rs 45,622 crore) of the aggregate 
deposits of Rs 3,03,087 crore; in total bank 
cr^t their proportion was 13.8 per cent. As 
far back as Dumber 1985, the shares of 
rural branches in aggregate deposits and 
bank credit had already reached 13.7 per 
cent and 13.8 per cent, respectively, sug¬ 
gesting that (a) there has b^n hardly any 
increase in ^ir share now for almost a 
decade, and (b) there has arisen a disparity 
between their share in bank deposits and that 
in bank credit, leading to a sharp reduction 
in the credit-deposit ratio of rursd branches 
from 63.9percent in December 1985 toS3.3 
per cent in December 1993. If is true that 
bank branches situated in semi-urban and 
urban areas lend in rural areas—a phenom¬ 
enon which is captured in the concept of 
credit migration from the place of sanction 
to die plaiK of utilisation, on which data are 
gatheriKl in RBI’s comprehensive Basic Sta~ 
tistical Re.vrns (BSR). As per the BSR for 
March 1992, the latest available in the annu¬ 
al series, die credit-deposit ratio for rural 
areas was Ti percent according to utilisation 
of credit as against 57.9 per cent as per 
sanction. Even in this respect, the rural areas 
have experienced a noticeable reduction in 
die credit-deposit ratio. The ratio was as 
high as 97.1 per cent in March 1990 as per 
utilisation, which is as it should be implying 
that rural deposits were by and large utilised 
in rural areas. But by March 1992 the 'ratio 
had declined to 77 per cent, which was only 
[Nurtly explainable fay the loan waivn-scheme. 


A tiKne glaring failure in banking devel¬ 
opment, particularly during the past five 
years, is die persistence and even deteriora¬ 
tion of inter-state disparities. The regions 
which have suffered the most are the needy 
ones—the nOTth-eastem, eastern and cen¬ 
tral regions. Going by the latest data for 
March 1992, while the southern region has 
enjoyed a credit-deposit ratio as per sanc¬ 
tion of 76.5 per cent and the western and 
northern regions of 58.2 and 51.1 per cent, 
respectively, the central region had 47.6 per 
cent, eastern region 49.5 per cent and north¬ 
eastern region the lowest ratio of 46.7 per 
cent. Admittedly, the credit-deposit ratio is 
not a foolproof indicator of banking devel¬ 
opment. The decline in credit-deposit ratio 
in the recent past has been mainly attribut¬ 
able to the steady upward revisions in the 
cash reserve ratio (CRR) and the statutory 
liquidity ratio (SLR). Besides, as mentioned 
earlier, migration of bank credit tends to 
improve the credit-deposit ratio of some 
regions. Bankers also claim that absence of 
infrastructural development in the under¬ 
developed states and regions has been pre¬ 
venting them from expanding their credit 
base there. 

Even so, all things considered, there is 
little justiilcation for the banking industry 
to persistently lend less than the amount of 
deposits mobilised in a state or region. This 
is particularly so with regard to the poorer 
states and regions. Even after taking into 
account migration of credit, the credit-de¬ 
posit ratio for the central region as per 
utilisation was just 50.2 per cent (as against 
47.6 per cent as per saiiction) at the end of 
March 1992. Within the region, Uttar 
Pradesh had a credit (ublisation) to deposit 
ratio of 45.3 per cent and Madhya Pradesh 
63.2 per cent. For the eastern region as a 
whole, the corresponding ratio was 49.1 per 
cent and within the region Bihar had only 
38.5 per tent and West Bengal 51 per cent. 
These compare with the southern region’s 
credit to deposit ratio (utilisation) of 77.7 
per cent or those of 81.1 per cent for Andhra 
Pradesh, 80.5 per cent for Karnataka and 

89.1 per cent for Tamil Nadu. It is signi¬ 
ficant that for Kerala the ratio is as low as 

52.2 per cent (SI.7 per cent as per sanc¬ 
tions). 

It is not only that these ratios are low but 
what is disquieting is that some of them have 
declined over the recent years. In the case of 
the north-eastern region, the credit 
(utilisation) to deposit ratio was 70 per cent 
in March 1990 which came down to 66.3 per 
cent in March 1992. The corresponding 
ratios for the eastern regions were 52.6 per 
cent and 49.1 per cent. For every major state 
in the eastern region, namely, Bihar (39 per 
cent to 38.5 per cent), Orissa (92.5 per cent 
to71.I percent) and West Bengal (53.9per 
cent to 51 per cenf) the ratio has registered 
a fall. In the central region, while MP has 
shown a decline in the ratio from 68.1 per 
cent to 63.2 per cent, UP has experienced an 


increase from 32.8 per cent to 45.3 per cent, 
though the latter ratio is still low. In the case 
of Kerala again there is a sharp decline in the 
credit-deposit ratio from 95.4 per cent in 
March 1990 to 52.2 per cent in March 1992. 

A similar structural deterioration is oc¬ 
curring in regard to the share of priority 
sector advances in total bank credit. There 
was a steady decline in this ratio from 43.8 
per cent in June 1988 to 37.1 per cent in 
March 1992. In fact the ratio dipped below 
the norm of 40 per cent after the structural 
adjustment programme and the acceptance 
by the government of the Narasimham Com¬ 
mittee recommendations. The banks’ con¬ 
solidated balance sheets for 1992-93 show 
an even sharper decline in this respect. In 
respect of the public sector banks, the prio¬ 
rity sector ratio has fallen from 37.6 per cent 
in March 1992 to 34.1 per cent in March 
1993. In respect of private sector banks the 
ratio has remained low at about 29-30 per 
cent and foreign banks around 9 per cent 
(against the target of 15 per cent for the 
latter). What is disquieting is that even some 
of the well known southern banks, which 
have enjoyed a tradiuon of relatively large, 
even above 50 per cent, prionty sector ad¬ 
vances, have begun to move away from such 
lending. Syndicate Bank, which had once 
nearly SS per cent priority sector advances, 
had brought down the ratio to 36.3 per cent 
in March 1992 and to as low as 30.3 percent 
in March 1993. The same is true of Canara 
Bank, Karnataka Bank, Vijaya Bank, Indian 
Bank and Indian Oveiseas Bank. Signifi¬ 
cantly, this has been occurring at a time 
when the unorganised sectors of the econo¬ 
my have been showing signs of dynamism 
and expanding their shares in output, ex¬ 
ports and employment. 

MEDICAL EDUCATION 

ViceoflVadition 

THE arrest of a professor of surgery in stau 
government-run GT Hospital in Bombay on 
charges of corruption in the course of eval¬ 
uating students in the graduate and post¬ 
graduate examinations is a shocking revela¬ 
tion not only of ‘moral turpitude’ in the 
corndors of education, but a reminder of the 
prevalence of an outmoded, archaic and 
stultifying system which ensures the silence 
of juniors and students. In no other course of 
professional training perhaps have the hier¬ 
archies been so rigidly enforced and so 
strictly adhered to as in medicine. 

The GT Hospital professor B M Sabnis 
was examiner for the Bombay University 
and an internal examiner for the hospital. In 
what appears to have been an efficiently-run 
racket, Sabnis not only ensured required 
grades to those who would not otherwise 
have made the grade, but also collected from 
competent students, and punished those who 
did not pay by ensuring that they failed the 
examination. In the onc-and-a-half years 
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uidt ne has been examiner for the MBBS and 
MS examinations, Sabnis is alleged to have 
collected these 'fees’ from at least SO stu¬ 
dents and to have failed at least an equal 
number. Hi.s rates were: Rs 20,000 for 
theory examinations and Rs 40,000 or there¬ 
abouts for practical and theory combined at 
the undergraduate level. If the student wi.shed 
to secure a first class, he charged Rs 10,000 
extra. For the postgraduate exam he charged 
around Rs I Itdch.Hicprofes.soralsocharged 
undertnals lordelivcnng ‘special treatment’ 
and for prolonging their stay in hospital. It is 
hardly surpnsing that students in the gov¬ 
ernment medical college hostels distnbuted 
sweets when he was arrested. 

The more important is.sue here is not the 
money Sabnis was charging but the fact that 
the extortion, for that was what it was. went 
on for so long. Students in Bombay’s med¬ 
ical colleges are, it may be pointed out, in a 
sense the creme de la creme of the vast 
numbers who struggle through the plus-two, 
given that the cut off point tor entry into 
medical colleges stops at some unbeliev¬ 
ably high percentages of marks—clearly a 
group which is highly motivated to strive for 
success at any cost. Confronted with a Sabnis 
(who is alleged to have collected money 
from good students, too) one would ordi¬ 
narily have expected this lot to protest. The 
fact however is that located as they are at the 
bottom rung of the rigidly hierarchical sys¬ 
tem which incorporates the worst aspects of 
the teacher-student relationship, they are 
rendered too vulnerable. 

A system of education in which precept 
and practice are equally important is neces¬ 
sary for the imparting of medical education 
because the practice of medicine is more 
than the application of science and scientific 
methods. Over the years, it has incorporated 
and codified a set of rules of interpersonal 
behaviour, the most important of which is 
between patient and doctor which is an 
essential aspect of the practice of medicine. 
But inevitably, it also codifies behaviour 
between teachers and students, seniors and 
juniors, nurses and doctors, and So on, which 
especially in third world countries, has re¬ 
mained unchanged for generations. While 
this may make for a smooth transfer of good 
practice, it also ensures that bad practice is 
not questioned and is even condoned and 
continued. These are the factors which per¬ 
haps have kept the medical community, 
especially those in public hospitals, from 
vocally and collectively condemning cor¬ 
rupt practices. 

The fact that there have not been more 
Sabnises is in this sense a great cause for 
celebration. But given the increasing 
Commercialisation of medicine and com- 
modificabon of medicare, there is a serious 
need to put into place review and monitoring 
systems which do not depend on the whims 
and fancies of a single individual. It also 
means that bodies which have to do with 


medical practice and education, especially 
the Indian Medical Council, need to give 
serious thought to reviewing not just the 
standards of practice but the culture, the 
tradition and the socio-economic milieu in 
which these operate. More immediately, 
one must ask why the Maharashtra Medical 
Council has made no statement about the 
issue, even though the investigating author¬ 
ity has said that it would recommend the 
professor’s dismissal as well as his name 
being struck off the medical register. 

BOSNIA 

Prolonging the Conflict 

AFTER Gorazde, Bosnia is no nearer to a 
solution. The reason is the US, NATO, UN 
and Russia, the parties that can enforce a 
decision in Bosnia, have not yet agreed upon 
a solution. In fact, they do not even seem to 
be fully convinced whether a short-term 
solution is imperative. Meanwhile, Bosnian 
Serbs, the aggressor party in the conflict, 
continue to take full advantage of the situa¬ 
tion. 

The raid on Gorazde was, in a way, a 
direct outcome of this situation. It is obvious 
now that after having ensured a vacation of 
Bosnian Serb forces from Sarajevo through 
a threat of punitive air strikes in February, 
the US, NATO and the UN, particularly the 
former two, had lapsed into a false sense of 
security. Though it was clear even then that 
the Bosnian Serbs were using the negotia¬ 
tions to prolong the war in'order to register 
territori^ gains, the US, NATO and the UN 
made no special effort subsequently to cut 
short the process and enforce a decision on 
the wamng parties. Admittedly, such an 
enforcement had become difficult after the 
Russian government, under pressure from 
Zhirinovsky and certain sections of the Rus¬ 
sian population sympathetic to the Serb 
cause, started taking interest in the conflict 
in a manner that discouraged joint military 
action against the Bosnian Serbs—a factor 
that continues to be operative even now. 
However, the Russian pressure is not die 
only reason why decisive UN-NATO action 
has not been taken so far in Bosnia. 

Apart from the fact that the US is no 
longer strategically as interested in the Eu¬ 
ropean sector as it used to be in the cold war 
days (a situation that may now change after 
Russia has strategically bestirred itself once 
again), NATO itself has been, and remains 
to this day, deeply divided over the question 
of milita^ solution in Bosnia. As of now, 
only the US seems to be fully convinced of 
the necessity and wisdom of such a solution, 
although even the US has only lately come 
round to this position after the Clinton ad¬ 
ministration found itself losing popularity 
over Its policy in Bosnia. The other NATO 
members, mainly England, Germany, 
Canada andGreece,seemunwillingtocom- 


mit their forces to an action that promises no 
visible economic, political or even strategic 
dividends and in which they may become 
party to a conflict that has roots going back 
into history. This unwillingness stems from 
another, more immediate factor, too. De¬ 
spite its current eagerness to take action m 
Bosnia, the US is refusing to use its ground 
forces; it wants to leave that part of the 
commitment to its European partners, who 
see this as leading to an eventuality in which 
they would be left with the main responsi¬ 
bility of enforcing a solution through mili¬ 
tary means. Hence their insistence on still 
trying to find a negotiated settlement to the 
problem. 

In this connection, even the UN cannot 
totally escape criticism. While in the case of 
Sarajevo tte UN showed greater eagerness 
for NA’TO to take military action, in the 
Gorazde incident it dragg^ its feet. At a 
time when the NATO troops were waiting 
for clearance from the UN to put punitive air 
strikes into effect, the UN specif represen¬ 
tative for former Yugoslavia, Yasushi 
Akashi, refused to grant permissiem. Part of 
the reason for this procrastination must be 
the differences between the top UN offi¬ 
cials. True to his activist image, the general- 
secretary Boutros Ghali has always shown 
willingness to adopt a tougher approach to 
finding a solution to the Bosnian imbroglio. 
In the case of Gorazde, however, the imme¬ 
diate decision was taken by his representa¬ 
tive who forbade the NATO troops to make 
air stnkcs as the Bosnian Serbs.he said, had 
already started withdrawing from the area. 
Since the withdrawal had actually begun, 
the decision qipears to be partly justifi^. It 
IS not certain, nevertheless, whether Ghali 
was at all consulted. 

Not that Russia has demonstrated a more 
cohesive policy on the matter. Indeed, the 
Russian government is as riven by differ¬ 
ences as the UN or the governments of the 
NATO countries. While Yeltsin and the 
forei^ ministry are in favour of a softer 
qiproach, the defence ministry and the gen¬ 
erals want to use the conflict as a cover to 
assert traditional Russian claims in the re¬ 
gion. The Bosnian Serbs are aware of this 
ambivalence, pulling Russian policy in con- 
traiy directions. This division within the 
Russian government has certainly reduced 
the credibility of Russia as a military power 
on the European terrain in the eyes of NATO. 
No wonder, the latter has of jate been show¬ 
ing a tendency to ignore Russian opinion in 
Bosnia. Nevertheless, the very presence of 
Russia in the diplomatic discourse around 
Bosnia—a presence that Russia has made 
felt in no uncertain ter!hs—is sufficient to 
deter NATO from taking any ‘rash’ action. 
Since given the current balance of power 
within the Russian government, this pres¬ 
ence tends to favour the Bosnian Serbs, it is 
likely to have the effect of prolonging the 
Bosnian conflict. 
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IN THE CAPITAL MARKET 
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IH-StarSoya 

TRI-STAR SOYA PRODUCTS, one of 
the largest soyabean processors in the 
country and a cecognis^ export house, is 
implementing a forward integration 
programme as also an expansion-cum- 
modemisation scheme for its existing fa¬ 
cilities at an estimated cost of Rs 12.8 
crore. Hie company will be manufactur¬ 
ing S.760 tpa of texturised vegetable 
protein and 7,500 tpa of vanaspad. These 
are being part-financed by a rights issue of 
13,87,400 equity shares of Rs 10 each at a 
premium of Rs 40 per share to its share- 
' holders in the rado of one equity share for 
every three shares held. The issue opened 
on April 18 and is lead managed by 20th 
Century Finance Corporadon. While the 
expansion of the soyabean processing ca¬ 
pacity from 1,50,000 tpa to 2,25,000 tpa 
was conqileted in November 1993, trial 
runs of die texturised vegetable protein 
plant and vanaspad plant are expected to 
be completed by the end of April and 
September this year, respectively. The 
company is now expanding the soyabean 
processing capacity to 3,00,000 tpa which 
is expected to be commissioned by this 
November. With the completion of these 
projects, it is expected that the company 
will post a turnover of Rs 150.5 crore in 
1994-95. Profit after tax has been estimat¬ 
ed at Rs 5.8 crore and EPS at Rs 11.2. 

Arora Fibres 

Arora Fibres is setting up a project to 
manufacture polyester staple fibre (PSF), 
polyeater and nylon chips through recy¬ 
cling/regeneration of polyester and nylon 
waste at an estimated cost of Rs 22 crore. 
The plant will be situated at Silvassa in the 
Union Territory of Dadra and Nagar Haveli 
and the company has entered into a de-up 
with Mijung Ind Company of Korea for 
the manuftmturing process, supply of ma¬ 
chinery for PSF making line and 50 per 
cent buy-back of the products. The poly- 
esterfnylon chips reclaiming line is being 
supplied by Sikoplast Mashinenbau Koch 
GmbH of Germany. Commercial produc¬ 
tion is expected to commence in October 
this year. To partly meet the cost of the - 
project, the company will be entering the 
capital market shortly with a public issue 
of 96,00,000 equity shares of Rs 10 each 
at par aggregating Rs 9.6 crore. Apart 
from the public issue, the project will be 
finanded by rupee term loans from IDBI, 
suppliers’ credit and unsecured loan ftom 
promoters. The shares of the company are 
proposed to be listed on the Bombay, New 


Delhi, Ahmedabad, Calcutta and Madras 
stock exchanges. 

L S Synthetics 

L S Synthetics, a manufacturer of polyester 
blended shirting and suiting under the estab¬ 
lished brand name ‘Oxford’ and belonging 
to the Kachins group, will be shortly enter¬ 
ing the capital market with a public issue of 
13,00,000 equity shares of Rs 10 each at a 
premium of Rs 25 per share aggregating 
Rs 4,55,00,000. The issue is being made to 
part finance the cost of expansion of its 
existing shirting/suiting, weaving unit and 
forward integration plan of establishing a 
process house. The company is a supplier of 
f^abrics to leading fashion houses manufac¬ 
turing brands like Louis Philippe, Van 
Heusen, Paik Avenue, Charagh Din, Double 
Bull, CliH'and Zodiac. The company’s weav¬ 
ing unit is situated at Ankleshwar and the 
process house would be situated close to the 
existing unit. The promoters will have a 
stake of 72 per cent in the post-issue equity 
capital of the company. The projected EPS, 
aflierimplenientationoftheptoject,isRs 8.4, 
Rs 9.20 and Rs9.2 for 1995-96,1996-97 and 
1997-98, respectively. The shares arc pro¬ 
posed to be listed on the Bombay, 
Ahmedabad and Madras stock exchanges. 

Stone India 

Stone India (SIL), jointly promoted by 
G P Goenka and Stone Overseas Holdings 
of the UK in 1991, is engaged in the manu¬ 
facture of electrical and mechanical engi¬ 
neering equipment for the railways and 
defence sectors. The company has now 
drawn up an expansion cum diversiflea- 
tion programme involving an investment 
of Rs 30 crore. Firstly, the company is 
setting up an export-oriented venture for 
14" VGA computer colour monitors with 
an installed capacity of 1.20 lakh monitors 
per annum at an estimated cost of Rs 6.4 
crore in collaboration with Winny Elec¬ 
tron Enterprises of Taiwan. Expected to 
go on stream by this July, the latter has 
agreed to buy-back 75 per cent of the 
company’s production: Secondly, Stone 
India is setting up a brake block unit with 
a capacity of 2.5 lakh units per annum in 
technical collaboration with Futuris In¬ 
dustrial Products of Australia. The project 
cost has been estimated at Rs 15croreand 
is expected to commence production from 
June 1995. Thirdly, the company has em¬ 
barked on a rubber project at an estimated 
cost of Rs 1 crore to manufacture moulded 
rubber components. This unit will com¬ 
mence production by May this year. Last 


but not the least, the company is 
modernising its existing factory situated 
at Taratalla in Calcutta in phases and is 
expected to go on stream by early 1995-96. 
To part finance these projects. Stone India 
IS offering a rights issue of 4.34 lakh 16 
per cent FCDs of Rs 140 each at par with 
detachable and separately tradable war¬ 
rants in the ratio of 1:8 and 24.4 lakh 16 
per cent secured redeemable PCDs of 
Rs 50 each with separate tradable war¬ 
rants. Part A of Rs .35 each will be convert¬ 
ed into one equity share of Rs 10 each at a 
premium of Rs 25 per share and the non- 
convertible Part B of Rs 15 will be re¬ 
deemed at the end of the sixth, seventh and 
eightii years. The rest of the amount will 
be raised through rupee term loans of Rs 
4.1 crore, lease finance of Rs 2 crore and 
internal accruals of Rs 1.9 crore. The issue 
is opening on May 3 and is lead managed 
by SBI Caps and ANZ Grindlays. 

TCI 

Transport Corporation of India (TCI), which 
has an extensive transport network through¬ 
out the country, is expanding its activities. 
The company, whose activities are divided 
into five divisions—transpoit,TCI-shipping, 
Wheels rent-a-car division, Gati d»k-to- 
derit cargo division and Transport Interna¬ 
tional Bureau exchange division—is adding 
100 trucks, 221 cars, 50 LCVs and one ship 
to its existing fleet. It is also computerising 
its entire operations. The expansion 
programme is being part-financed by arigjits 
issue of PCDs and FCDs. TCI is offering 
6.35 lakh 15 per cent FCDs of Rs 120 each 
in the ratio of 4:50 and 10.60 lakh ISpercent 
redeemable PCDs of Rs 120 each out of 
which 7.95 lakh PCDs are being offered to 
the investing public, 1 lakh IS per cent 
PCDs to UTI and 53,000 IS per cent PCDs 
to SCICI. While part A of Rs 40 will be 
converted into one equity share of Rs 10 at 
a premium of Rs 30 each on allotment, part 
B of Rs 80 will remain as the non convertible 
portion and will be redeemed in the sixth, 
seventh, eighth and ninth years in four equal 
instalments of Rs 20 each. The issue opens 
on May 2,1994 and is being lead managed 
by SCICI and SBI Caps. The company^ 
equity, which stands at Rs 7.63 crore at 
present, will go up to Rs 10.6 crore after the 
conversion of debentures. TCI has been 
promoted by S N Agarwala and family 
which have interests in 16 other companies. 
Hie company has also taken on lease the 
operations of Bhoruka Aluminium, a sick 
unit, for a period of three years. SBI has 
projected net profit of Rs 6 crore on sales of 
Rs 267.5 crore for 1994-95. BPS has been 
projected at Rs 7.9. 
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CURRENT STATISTICS 


EPy/ Research Foundation 


The seasonal trends in monty and banking suggest that the entire part of the increase in non food credit of scheduled commercial banks during 
1993 94 took place during the second half of the year Even so the incremental credit deposit ratio during the half year period was only 42 I pe cent 
that IS one half ol (hat in the corresponding period of 1992 93 despite substantial release of funds due to reductions in C RR and SLR On the other 
hand commercial banks investment portfolio was on the nse with the incremental investment deposit ratio soaring to 31 4 per cent as against 37 6 
per cent in the previous year biscal year 1994 95 has also begun with a further liquidity build up Despite encouraging corporate results and excise 
duty reliefs the share prices are sliding as the Fils are withholding their commitments 


Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981 82=100) 


All Commodities 
Primary Articles 
Food Articles 
Non Food Articles 
Fuel Power Light and I ubneants 
Manufactured Products 
Food Products 
Food Index (computed) 


Cost of Living Indices 


Weights Apnl 9 
1994 


__ Vanalion (P er Cent) Poin t t o Point __ 

Over O ver 12 Months Rscal Y ear So Far 1993 94 1992 93 1991 92 1990 91 
Month Latest Previous 1994 95 1993 94 


1000 

258 8 

1 5 

105 

67 

07 

05 

10 2 

70 

136 

12 1 

32 3 

261 5 

1 6 

115 

32 

09 

I 0 

116 

30 

153 

17 1 

17 4 

283 8 

07 

38 

57 

08 

1 8 

48 

75 

209 

189 

10 1 

282 2 

3 5 

26 2 

1 8 

1 2 

03 

24 2 

1 4 

« 8 1 

19 3 

10 7 

278 0 

06 

130 

153 

nil 

0 1 

13 1 

152 

132 

144 

57 0 

253 7 

1 6 

94 

72 

08 

03 

88 

79 

126 

89 

to 1 

253 4 

1 6 

116 

56 

1 0 

12 

II 8 

68 

102 

132 

27 5 

272 6 

1 0 

64 

56 

09 

16 

7 1 

58 

17 2 

16 8 


Latest 

Month Over 
Month 


Over 12 Months Fiscal Year S o Far 1992 93 1991 92 1990 91 1989 90 
Latest Previous 1993 94 1992 93 


Indusinal Workers (1982-100) 

263' 

t)4 

9 I 

57 


Urban Non Man Emp (1984 85=100) 

220" 

09 

7 1 

96 


Agn Lab (July 60 to June 61=100) 

1166' 

ml 

94 

50 

1 



Money and Banking (Ks croie) 


Money Supply (M3) 

Currency with the Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to CommI Sector 
Net foreign exchange assets of the 
banking sector 
Reserve Money 
Net RBI Credit to Centre 
Scheduled Commercial Banks 
Deposits 
Advances 
Non food advances 
Investments 


Index Numbers of Industrial Weights 
Production (1980 81=100) 


443760 
82132 
359100 
205925 
241158 


325392 

168236 

158802 

135546 


__ _-JfanauooL (Per Cent) 

Fiscal Year StLEac 1993 94 


65827 (17 9) 
15159 (22 2) 
50112(169) 
27623 (15 7) 
15577 (7 1) 

25912 (103 8) 
26577 (24 0) 
1334(1 4) 

45242 (16 8) 
11640 (7 7) 
7476(5 I) 
26737 (25 3) 


Month 

1994 95 

1993 94 

14919 (3 5) 
328 (-04) 
15980(4 7) 
1276(06) 
6961 (3 0) 

11714 (2 7) 
35 (neg) 
11749(3 4) 
2564 (1 3) 
5266 (2 2) 

15693 (4 3) 
271 (-04) 
15411 (5 3) 
-990 (-06) 
10406 (4 8) 

4100(7 7) 
2373 (1 7) 
1795 ( 1 8) 

19 (ml) 

1 (ml) 

756 (3 0) 
1925 (1 7) 
1316(1 1) 

14877 (4 8) 
5394 (3 3) 
7206 (4 8) 
4407(3 4) 

11578 (3 7) 
4614(28) 
6087(4 0) 
3153(2 4) 

11288(4 2) 
6781 (4 5) 
6514(4 5) 
2751 (2 7) 


49344 (15 5) 
7175 (11 7) 
41741 (16 3) 
17975(11 4) 
32141 (17 I) 

3747 (17 7) 
11274 (II 3) 
2175 (2 3) 

37814 (164) 
26390 (21 0) 
24317 (20 1) 
15460(17 1) 


1991 92 


51653 (194) 
8050 (15 2) 
43392 (20 5) 
18070(129) 
16225(94) 

21205 (100 4) 
11726(12 4) 
5904(67) 

38216(19 8) 
9291 (8 0) 
120922 (8 4) 
15031 (20 2) 


Dfcc Av erage fo r Fi scal Year So P a r Variatio n (Per Cent) Fiscal Year Averages 

1993 1993 94 1992 93 1992 93 1991 92 1990 91 1989 90 1988 89 1987 88 1986 87 


General Index 

1000 

240 9 214 7(2 4) 

2097(4 0) 

1 6 

-02 

84 

86 

87 73 

9 1 

Mining and (^uairying 

115 

2512 213 0 (-0 2) 

213 5(2 5) 

1 7 

04 

45 

63 

79 38 

62 

Manufactunng 

77 1 

•>30 5 204 7(1 8) 

2010(4 1) 

09 

1 8 

91 

06 

87 79 

93 

Electncily 

114 

300 9 284 0 (7 3) 

2646(4 7) 

49 

85 

78 

108 

95 77 

10 3 


Apr 29 

Month Year 

Trough of 

Peak of 


E 

nd of Pisca 

tl Year 



1994 

Ago Ago 

1993 

1993 

1992 93 

1991 92 

1990 91 

1989 90 

1988 89 

BSE Sensitive Index (1978 79= 

100) 3746 

3780 2144 

2037 

3455 

2281 

4285 

1168 

781 

714 


( 09) 

( 500)‘ 



(-46 8) 

(266 9) 

(496) 

(9 4) 

(794) 

National Index (1983 84-l(X)) 

1810 

1829 966 

934 

1659 

1021 

1968 

589 

421 

372 


( 10) 

(-509)* 



(^8 1) 

(234 1) 

(399) 

(13 2) 

(76 3) 


■Over March 11 1992 


External Sector 


Exports Rs crorc 
USSmn 
Imports Rs crorc 
US$mn 

Balance of Trade Ks crore 
USSmn 


Foreign Fxchange Reserves 


CumuU uve for Fisc al Year So Pa r 1992 93 1991 92 1990 91 1989-90 

1993 94 1992 93 


62181(31 6) 47234(21 3) 53351(211) 44042 (35 3) 32553 (17 6) 27681 (36 8) 

19825 (206) 16441 (2 8) 18421(3 1) 17866 (-1 5) 18143 (91) 16626(190) 

63780(11 3) 57302(33 5) 62923 (31 5) 47851 (10 8) 43193(22 0) 35416(25 4) 

20335 (2 0) 19945 (13 I) 21726 (119) 19411 (-19 4) 24073 (I? 2) 21272 (9 1) 

1599 -10068 -9 572 -3,809 -10 640 -7,735 

510 -3504 -3 305 -1545 -5,930 -4,646 


_ Vanalion Over _ 

Fiscal Year So Far 1993 94 1992 93 1991 92 

1994-95 1993 94 


1990 91 1989 90 1988 89 


Rs crore 

48488 


US $ mn 

15391 

999 1 


-795 

-647 

-854 

-1386 
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Money and Banking 


Monthly V anaion _ Fiscal Year Vanatiun 


MoneyStock 

Mar 94 

Mar 93 

Mar 92 

Mar 91 

Mar 90 

1993 94 

1992 93 

1991 92 

(Rtcroie) 

Sept 93 

Sept 92 

Sept 91 

Sept 90 

Sept 89 




Money Supply (M3) 

41918(107) 

24744(7 2) 

28377 (9 8) 

17703 (7 1) 

18564 (8 7) 

65827 (17 9) 

49344 (15 5) 

51653(194) 

Currency with Public 

l(»04 (14 4) 

6510(10 5) 

8147 (15 5) 

5468(11 5) 

6580 (16 6) 

15159 (22 2) 

7175 (117) 

8050(15 2) 

Deposits with Banks 

3S4S0 (11 4) 

23024(84) 

19924 (8 5) 

12219(6 1) 

11927 (6 9) 

501 P (16 9) 

41741 (16 3) 

43392(20 5) 

Net Bank Credit to Govt 
Bank Credit to Comml 

5017(2 5) 

7100(4 2) 

4417(2 9) 

9312(7 1) 

7705 (7 0) 

27623 (15 7) 

17975 (11 4) 

18070(12 9) 

Sector 

Net Foreign Exchange 

17410 (8 0) 

21321 (107) 

13466(7 7) 

15741 (100) 

14770(10 8) 

15577 (7 1) 

32141 (17 1) 

16225 (9 4) 

Assets of Banking Sector 

21808 (75 1) 

3653 (17 2) 

12431 (141 7) 

4028 (88 8) 

1278 (23 8) 

25912 (103 8) 

3747 (17 7) 

11291 (106 7) 

Reserve Money (Rs crore) 
Reserve Money 

15626(12 8) 

5637 (5 4) 

8197(90) 

7537 (9 4) 

94/2 (13 9) 

26577 (24 0) 

11274 (11 3) 

11726(13 4) 

Net RBI Credit to Govt 

-9742 (-9 0) 

597(0 6) 

-1696 (-1 8) 

8136(10 1) 

5331 (7 8) 

603 (0 6) 

4433 (4 7) 

5258 (5 8) 

Of which to Centre 

RBI Credit to Comml 

-10783 (-9 9) 

1256 (-1 3) 

II07( 12) 

7664 (9 6) 

4933 (7 2) 

1 334 (1 1) 

2175 (2 3) 

5904 (67) 

Sector 

f RBI Credit to Banks inci 

-38 (-06) 

1771 (29 4) 

1663 (29 7) 

101 (1 6) 

1763 (38 )) 

1534 ( 19 7) 

538 (7 4) 

918(14 5) 

NABARD 

2438 (55 2) 

4556 (85 5) 

3411 (-40 1) 

3653 (57 5) 

445 (6 3) 

3028 ( 30 6) 

478 3 (93 7) 

4905 (-49 0) 

Net Foreign Exchange 
Assets of RBI 

Net Non Monetary 

21870 (81 9) 

3715 (19 6) 

10753 (133 0) 

4098 (104 0) 

898 (17 4) 

25912 (103 8) 

380‘J (20 2) 

10855 (136 0) 

Liabilities of RBI 

-1011 (-3 8) 

3490 (14 1) 

-872 (-3 1) 

84331 (45 3) 

394 (2 3) 

2932 ( 10 4) 

831 (30) 

393 (1 5) 



Mar 94 

Mar 93 

Mar 92 

Mar 91 

Mar 90 

Fiscal Yt^ Vaintion 

Monetary Ratios (per cent) Sent 23 


Sept91 

Sgpt90 

Sijil 89 

1993 94 

1992 93 

1991 92 


(a) 

(b) 

(a) (b) 

(a) (b) 

(a) (b) 

(V (b) 

(1) (b) 

(s) (b) 

(a) (b) 

Domestic Credit to Govt/ 










Credit to Commercial Sector 86 S 

28 8 

80 1 33 3 

84 2 32 8 

810 59 2 

77 2 52 7 

86 5 177 3 

SO 1 55 9 

84 2 111 4 

Currency/Deposiis 

24 0 

29 6 

23 0 28 3 

23 9 41 1 

25 1 447 

25 2 55 2 

24 0 30 3 

230 172 

239 186 

Currency/M 3 

19 3 

25 1 

18 6 26 3 

19 2 28 9 

20 0 30 9 

20 0 35 » 

19 3 23 0 

186 145 

192 156 

Deposits/M3 

80 3 

846 

810 93 0 

80 5 70 2 

79 8 69 0 

79 7 64 2 

80 3 76 1 

810 816 

80 5 84 0 

Money Multiplier 

3 14 

2 68 

3 31 4 39 

3 19 3 46 

3 02 2 35 

2 98 1 96 

3 14 2 17 

3 31 4 37 

3 19 4 40 

(a) Outstanding (b) Incremental 









Opcratioas of Scheduled 

Mar 94 


Mar 93 

Mar 92 

Mar 91 

Mar 90 

Fiscal Year V*iauon _ 

Commercial Banks (Rs crore) Sept 93 


Sept 92 

Sept 91 

Sept 90 

Sepi 89 

1993 94 

1992 91 

1991 92 

AggreRate Deposits 

27729 (9 7) 

19557 (7 9) 16189 (7 5) 

9206(5 0) 

9455 (6 0) 45212 (16 8) 

37814 (16 1) 

3S2I6 (19 8) 

Demand deposits 

10925 (24 2) 

4070(9 6) 5408(13 6) 

663 (2 0) 

635(2 3) 

9651 (20 8) 

1 373 (3 ()i 

11896 ( 35 8) 

Time deposits 

16805 (7 0) 

15487(7 5) 10781 (6 2) 

8542 (5 7) 

8820(6 8) 35592 (16 0) 

36141 (196) 

26321 (16 5) 

Total Advances 

11682 (7 7) 

16361 (12 1) 

6489 (5 4) 

1036(9 8) 

8935 (9 7) 

11610(7 7) 

26390(21 0) 

9291 (8 0) 

Food credit 

2208 (25 4) 

3032 (81 7) 

720(18 2) 1079(31 5) 1 

177 (142 0) 

4164(6 2) 

2073 (44 4) 

)M (3 6) 

Non food credit 

9474 (66) 

13329 (10 1) 

5769 (5 0) 

9257 (9 0) 

7758 (8 5) 

7476(5 1) 

24317 (20 1) 

9127 (8 2) 

Total Investments 

14264 (12 1) 

7361 (7 5) 

8114(9 9) 

2922 (4 1) 

3864(64 ) 26737 (25 3) 

15460(17 1) 

15131 (20 2) 

Credil/Deposit Ratio 










End Penod 

521 


56 6 

54 4 

604 

60 8 

52 1 

56 6 

54 4 

incremental 

Investment/Deposit Ratio 

42 1 


83 7 

40 1 

1123 

94 5 

25 7 

69 h 

24 3 

End Penod 

42 2 


39 3 

39 1 

39 0 

38 6 

42 2 

39 3 

39 1 

Incremental 

514 


37 6 

50 1 

31 7 

40 9 

59 1 

40 9 

39 6 


Industrial Production 


Cumulative for Fiscal 


Selected Chemicals and 
Petmchemlcab Industries 

Jan 94 Vanabon Over 

Month Year 

Year So Far 

1993 94 1992 93 

1992 9( 

1991 92 

1990 91 

Caustic Soda (000 tns) 

4)12 

110037) 

04(04) 

876 8 ( 1 5) 

890 5 

1063 (2 6) 

103b (4 4) 

992 (7 2)' 

Soda Ash (000 tns) 

137 8 

23 2(202) 

14 8(120) 

1238 9(11 0) 

11159 

1 384 ( 1 8) 

1409(1 7) 

1385 (06) 

NylonFtlament Yam (tns) 

3703 

257 (7 5) 

1244 (50 5) 

31307 (13 2) 

27655 

32467 (6 4) 

30477 (664 2) 

3988 ( 87 7) 

I\>lye$ter Filament Yam (tns) 

25758 

-165 (-06) 

6099(31 0) 

239163 (15 8) 

206445 

245013 (194) 

205162 (10 8) 

185247 (18 4) 

Acrylic Staple Fibre (tns) 

5978 

666(12 5) 

766(14 7) 

57418 (21 6) 

47219 

56167 (21 4) 

46505 (8 61 

12823 (711) 

Viscose Filament Yam (tns) 

4826 

-151 (-10) 

959 (24 8) 

43998 (8 3) 

40626 

47950 ( 9 0) 

52687 (3 1) 

50943 (3 5) 

Dimethyl Terephthglaie^nfied 
Terephtholic Acid (Ins) 

31043 

-1103 (-3 4) 

13662(78 6) 

296805 ( 8 5) 

324377 

350000 (20 3) 

291000 (0 3) 

290000 (16 5) 

Aciyloniinie (Ins) 

2753 

73(2 7) 

253(101) 

20807( 41) 

21697 

25000 ( 3 8) 

26000 (ml) 

26000 (4 0) 

Caprolactum (tni) 

9431 

-560 (-5 6) 

3024 (47 2) 

71974 (49 2) 

48240 

55000 (19 6) 

46(K)0 (70 4) 

27000 (28 6) 


Afotet ft) Supencnpt numeral denotes moMh to which figure relates e g superscript ’ stands for July <ii) I iguic\ in hrickcls irt percentage variations 
over the Comparable previous penod (in) - means not available 
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COMPANIES 


EPW Researcli Fomidatioi 


CESC 

Record Power Generation 

AN R P Goenka group company, Calcutta 
Electric Supply Corporation (CESC) has 
been growing from strength to strength 
With the company’s old as well as new 
generating stations operating efficiently and 
achieving peak generations, the company 
could provide Calcutta a load-shedding free 
summer in 1992-93. The company achieved 
a 10.8 per cent increase in power generation 
dunng the year from 3,104 mu to 3,437 mu 
without any addition to plant capacity. Whi Ic 
the Titagarh generating station generated 
1,58.5 mu of power, the highest in a year so 
far with a plant load factor of 75 percent and 
an average peak generation of 92 per cent, 
the southern generating station produced 
833 mu of energy and achieved a plant load 
factor of 70 per cent. The company sold 
4,035 mu of energy as against 3,902 mu in 
1991-92. 

Thus, the company reported higher sales 
and a much improved profitability during the 
year. Net sales went up by 14 per cent and 
profit after tax by a whopping 65.5 per cent. 
Operating profit went up by 36.3 per cent. 

To further enhance its power generating 
capacity, CESC is setting up two power 
generating .stations. One at Budge Budge, 
South Parganas distnet in south Bengal, and 
the other at Balagarh, 60km north of Calcutta. 
The 500 MW thermal power generating 
station at Budge Budge is expected to cost 
Rs 2,000 crore and will be the first ever 
private sector investment in West Bengal, 
for which the company has tapped various 
sources of finance. Apart from the Rs 21 
crore non-convertible issue that it came out 
with in November 1993 and loans from 
Indian financial institutions, the company 
has arranged for $ 32 million loan from the 
Asian Development Bank, Manila; export 
credit loan of pound sterling 64.5 million 
from KIcinwort Benson backed by the Ex¬ 
port Credit Guarantee Department of the 
Bntish government for importing two 250 
MW turbine generator .sets from Parsons 
Turbine Generators of the British Rolls 
Royce group; and finally. $ 60 million loan 
from International Finance Corporation, 
Washington. The first phase of the project, 
involving installation of one unit of 250 
MW. would be completed by March 1996 
and the second by March 1997. The 1,500 
MW coal fired thermal power station at 
Balagarh will be completed in three phases, 
eaeh being of 500 MW. 


CESC has also diversified into the manu¬ 
facture of cotton yam through its wholly- 
owned subsidiary, CESCON. The company 
is making an equity investment of Rs 9 crore 
in the new venture named Spentex Indus¬ 
tries. Entailing an expenditure of Rs 54.8 
crore, the project is a 100 per cent export- 
onented unit at Baramati near Pune in 
Maharashtra. 

Dunng the first half of 1993-94, CESC’s 
performance was particularly noteworthy 
with the company reporting sales of Rs 416.6 
crore and a net profit ot Rs 12.5 crore. 

HERO HONDA MOTORS 

Higher Maiitet Share 

Established in 1984 as a joint venture 
between Honda Motor Company of Japan 
and India’s Hero group with each having a 
26 per cent share. Hero Honda Motors 
(HMML) has made a remarkable turnaround 
from a sick company that was referred to the 
BIFR a couple of years ago. So much so that 
despite a 12 per cent fall in the overall 
motorcycle market, the company increased 
Its market share from 48 per cent in 1991-92 
to 54 percent in 1992^93 among the 100 cc 
motorcycles. Ajt siiCh, net sales increased by 
11 per cent the 92 per cent rise in other 
income failed to prop up its total income 
which'rose by only 12.7 per cent. While 
operating profit increased by 10percent,net 
profit failed to increase proportionately. 
Exports, however, jumped ftom 555 motor¬ 
cycles valued at Rs 1.2 crore to 4,512 motor¬ 
cycles worth Rs 11.2 crore during the year. 
The company proposes to explore new mar¬ 
kets like Latin America, China and Iran and 
has targeted export of 8,(XX) motorcycles in 
1993-94. 

With the 1993-94 sales target pegged at 
1.50,000 motorcycles, the company has ini¬ 
tiated several measures which, besides the 
intrcxluction of new models, include the 
expansion of activities of Hero Honda 
Finlease, to provide easy and cheaper con¬ 
sumer finance. The company recently 
launched its new 100 cc bike with a fuel 
economy ot 85 km per litre. 

With a view to achieving a production 
capacity of 3,(X),000 motorcycles in the next 
five years, the company has taken the first 
step of setting up a new motorcycle manu- 
factunng unit at Gurgaon at a cost of Rs 160 
crore. The plant will have the capacity to 
produce 1,50,000 motorcycles per annum 
and commercial production is expected to 
start by end-1995. While 50 per cent of the 


project cost will be financed through inter 
nal accruals, the remaining will be raiset 
through a public issue towards the end ol 
1994. Even the capacity of its existing plani 
at Bhiwadi in Rajasthan is to be increa^ tc 
1.80,000 from 1,50,000 by the end of thi 
current calendar year. 

Further, the company is setting up a join) 
venture in China for 65 cc step-through 
motorcycles. Reptntedly, i memtnandum 
of understanding has already been signed 
with the Chinese state enterprise to produce 
1,00,000 motorcycles a year at Chengdu. 
Three more assembly operations in 
Vietnam, Colombia and East Africa are 
being planned. The existtng'OQgstue in Iran, 
Egypt, Brazil, Bangladesh and Mauritius 
which are fed with completely knocked 
down (CKD) kits from India and have a 
capacity of assembling 1,000 motorcycles 
monthly. 

During the first six months of 1993-94, 
Hero Honda has reported a substantially 
higher turnover of Rs 161.7 crore and net 
profit of Rs 6.5 crore. 

TAMIL NADU PETRO 

Diversification Project 

A joint sector company of Southern Pet¬ 
rochemical Industries Corporation (SPIC) 
of the Muthiah group and Tamil Nadu In¬ 
dustries Development Corporation, Tamil 
Nadu Petro has been doing well ever since 
its inception in 1988. The company is a 
leading manufacturer of linear ^yl ben¬ 
zene (LAB). And, in spite of a glut in the 
domestic market, communal disturbances 
and increase in cost of inputs like kerosene 
and benzene, sales increased by 21.7 per 
cent with production going up from 69,321 
MT to 83,640 MT at a capacity utilisation of 
110 per cent. Profits after tax also went up. 
though by just 5 per cent even as operating 
and gross profit went up by 16 per cent and 
17 per cent, respectively. The company 
also made a one-time gain of Rs 10.1 crore 
on cancellation of forward cover contracts 
with banks in respect of foreign currency 
loans availed for the LAB project. Exports 
were good with the company exporting 
17,462 MT of LAB a^ against 4,990 MT in 
1991-92. Valued at Rs 33.1 crore, the com¬ 
pany exported its products to Unilever, 
Henkel, Procter and Gamble, Helm, Mitsui, 
Petropharma and Petresa and 1,115 tonnes 
were supplied on deemed export basis. It is 
also taking steps towards achieving the ISO 
9002 accreditation. 
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TIm Week’s Companies' 


{Rs UAhi 


CESC 

Ptnancial Indicators _ 

Match March 
1993 1992 


Ii> co» n/appropriaMona 


1 Net tales 

68226 

59790 

2 Value of production 

68226 

59790 

3 Total uicome 

71280 

61462 

4 Raw matenals/stores and spares 

consumed 

5485 

4797 

S Other manufacturing expenses 

43300 

38618 

6 Remuneration to employees 

8300 

7436 

7 Other expenses 

1227 

1096 

8 Operating profit 

12968 

9515 

9 Interest 

7348 

6257 

10 Gross profit 

5620 

3258 

11 Depreciation 

3175 

1781 

12 Profit before lax 

2445 

1477 

13 Tax provision 

0 

0 

14 Profit afier tax 

2445 

1477 

IS Dividends 

613 

377 

16 Retained profit 

1832 

1100 

Liabilltiea/assets 

17 Paid up capital 

3299 

2404 

18 Reserves and surplus 

14025 

10875 

19 Long term loans 

62221 

48692 

20 Short term loans 

17450 

13328 

21 Of which bank borrowings 

3545 

3801 

22 Gross fixed assets 

106076 

83460 

23 Accumulated depreciation 

18947 

15901 

24 Inventones 

3763 

2839 

25 Total assets/liabilities 

114046 

91604 

Mlacellancoiia items 

26 Excise duty 

0 

0 

27 Gross value added 

22124 

17603 

28 Total foreign exchange income 

28 

0 

29 Total foreign exchange outgo 

7843 

219 

Key BrwiicUd and pcrformiUKe ratios 

30 Turnover ratio (sales to total assets) (%) 

59 8 

65 3 

31 Sales to total net assets (%) 

70 3 

79 4 

32 Gross value added to gross fixed 

assets (%) 

20 9 

21 1 

33 Return on investment (gross profit 

to total assets) (%) 

49 

36 

34 Gross profit to sales (gross margin) (%) 

82 

54 

35 Operating profit to sales (%) 

19 0 

15 9 

36 Profit before tax to sales (%) 

36 

25 

37 Tax provision to profit before tax (%) 

00 

00 

38 Profit after tax to net wcnth 

(return on equity) (%) 

14 1 

11 1 

39 Dividend (%) 

25 0 

20 0 

40 Earning per share (Rs) 

8 21 

709 

41 Book value per share (Rs) 

57 10 

62 21 

42 P/E ratio (based on latest and 

corresponding last year's price) 

32 9 

90 

43 Debt-equity ratio (adjusted for 

revaluation) (%) 

359 2 

366 7 

44 Short term bank borrowings to 

inventCHies (%) 

94 2 

133 9 

45 Sundry creditors to sundry debtors (%) 

48 2 

59 7 

46 Total remuneration to employees 

to gross value added (%) 

37 5 

42 2 

47 Total remuneration to employees 

to value of production (%) 

122 

124 

48 Gross fixed assets formation (%) 

27 1 

86 

49 Growth in inventones (%) 

32 5 

33 2 


Hera Honda TN Straw Parasrampuria 

_ Petroproducta Products _ S^ndk^s 


March 

1993 

March 

1992 

March 

1993 

March 

1992 

March 

1993 

March 

1992 

March 

1993 

March 

1992 

30060 

27088 

29626 

24341 

20902 

22232 

11698 

9723 

30468 

27238 

30182 

24601 

20943 

22528 

13464 

10932 

31016 

27523 

31850 

24896 

21761 

23055 

13995 

10998 

22112 

20114 

13238 

9722 

9024 

8751 

7968 

6600 

2112 

1123 

3017 

2455 

3905 

3643 

746 

477 

1121 

977 

476 

487 

2218 

2031 

354 

258 

2675 

2596 

7298 

5507 

2464 

2825 

1198 

883 

2996 

2713 

7821 

6725 

4150 

5805 

3729 

2780 

787 

645 

2530 

22P 

1616 

1421 

1693 

945 

2342 

2296 

5293 

4508 

2776 

4450 

2034 

1834 

779 

678 

3234 

2547 

1503 

1347 

1223 

747 

1563 

1618 

2059 

1961 

1273 

3103 

811 

1087 

0 

0 

0 

0 

205 

1325 

0 

0 

1563 

1618 

2059 

1961 

1068 

1778 

811 

1087 

399 

351 

882 

731 

322 

362 

340 

277 

1164 

1267 

1177 

1230 

746 

1416 

471 

810 

1598 

1598 

5366 

4875 

1495 

1069 

1260 

1260 

3465 

2302 

4771 

3595 

25068 

2I53I 

3278 

2812 

6800 

6265 

13093 

10238 

27616 

9284 

20329 

11553 

1062 

545 

6615 

3610 

2033 

1606 

1388 

447 

1062 

545 

0 

0 

0 

0 

200 

0 

10228 

9186 

30799 

24223 

43859 

37932 

22628 

15401 

3525 

2750 

12305 

9100 

15041 

13077 

2812 

1589 

3614 

3695 

7618 

6606 

5302 

5020 

4880 

3433 

16240 

14218 

35590 

28755 

62859 

39977 

29294 

20261 

90 

50 

3686 

3634 

5089 

4380 

7883 

7251 

4387 

4819 

8192 

7090 

6548 

7662 

4242 

)192 

838 

96 

3310 

825 

432 

279 

601 

0 

3487 

3097 

7424 

3318 

1180 

1296 

3424 

4024 

185 1 

190 5 

83 2 

84 6 

33 3 

55 6 

JOl) 

48 0 

232 6 

252 9 

99 3 

109 1 

37 2 

66 4 

44 0 

605 

42 9 

52 5 

26 6 

29 3 

14 9 

20 2 

187 

20 7 

144 

16 1 

14 9 

157 

44 

11 1 

69 

9 1 

7 8 

85 

17 9 

18 5 

13 3 

20 0 

17 4 

189 

too 

10 0 

26 4 

27 6 

19 9 

26 1 

31 9 

28 6 

52 

60 

69 

8 1 

6 1 

140 

69 

11 2 

00 

00 

00 

00 

16 1 

42 7 

00 

00 

30 9 

41 5 

20 3 

23 2 

40 

79 

17 9 

26 7 

25 0 

22 0 

175 

150 

30 0 

35 0 

27 0 

27 0 

9 78 

10 13 

3 84 

4 02 

7 37 

17 47 

6 44 

8 63 

31 68 

24 41 

18 89 

17 37 

184 08 

222 34 

36 02 

32 32 

36 3 

11 4 

7 8 

124 

24 1 

63 

II 2 

6 3 

134 3 

1606 

129 2 

120 9 

1040 

41 1 

448 0 

283 7 

29 4 

14 7 

00 

00 

00 

00 

4 1 

00 

102 5 

273 5 

84 5 

1390 

29 9 

46 0 

53 6 

154 0 

256 

20 3 

58 

69 

33 9 

26 5 

8 3 

8 1 

37 

36 

1 6 

20 

10 6 

90 

26 

24 

II 3 

134 

27 1 

88 

156 

38 

46 9 

129 5 

-2 2 

36 7 

15 3 

51 9 

56 

22 8 

42 1 

49 
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Tamil Nadu Petro is now diversifying into 
epichlorohydnn (ECH), an organic com¬ 
pound. in collaboration with Consur of Ita¬ 
ly, a world-rrnowncd process engineering 
company. Estimated to cost Rs 103.5 crore', 
the 10,000 tpa ECH plant is being set up at 
Manali, opposite the existing plant and is 
expected to go on stream by April 1995. 
ECH, which will be manufactured for the 
first time in India, is mainly used in the 
manufacture of epoxy resins and plant pes¬ 
ticides (endosulphan and quinalphos) be¬ 
sides being used in hxiling and moulding 
products, adhesives, flooring and paving, 
construction and civil engineering applica¬ 
tions. The company plans to sell 50 per cent 
of its production to Europe. 

The company is also making rapid strides 
in research and drvclopmenl activities. While 
new analytical methods to find out the mi¬ 
nor elements in I.AB have been identified, 
the company has deveUipcd a textile wetting 
agent and transformer oil. A memorandum 
of understanding h.as been signed with Total 
Lubricants International, France, in Octo¬ 
ber 1992 to explore the possibility of estab¬ 
lishing a joint venture for the manufacture 
of lubricants used in ihc automotive indus¬ 
try. 

Meanwhile, for the first six months of 
1993-94, TN Petro has posted a net profit of 
Rs 7 crore on sales of Rs 122.6 crore. 

STRAW PRODUCT.S 

Capacity Expansion 

Belonging to the JK group with Han 
Shankar Singhania at the helm. Straw Prod¬ 
ucts has interests primanly in paper and 
cement. The company was recently in the 
news when it took over Udaipur Cement 
Works from R K Bajaj-controlled Bajaj 
Hindustan. Udaipur Cement has since been 
named J K Udaipur. 

With both the paper and cement indus¬ 
tries slumping under the recessionary on¬ 
slaught in 1992-93, Straw Products’ perfor¬ 
mance suffered a setback with both turnover 
and profitability declining. Production of 
both paper and cepent declined by 1.4 per 
cent and 9 per cent, respectively and poor 
offtake from the government sector as also 
tight liquidity conditions affected margins. 
Exports of paper, however, increased with 
the products finding acceptance in the Ma¬ 
laysian, Sri Lankan, Singapore and west 
Asian markets. To offset the recessionary 
pressures and meet changing customer pref¬ 
erences, J K Paper Mills is realigning its 
entire production range The company is 
expanding the capacity of its paper milt 
from 60,000 tpa to 80,000 tpa. A new paper 
machine is being introduced for the purpose 


along with other balancing and 
moderni.sation items that will result in cost 
reduction, energy saving and quality 
iipgradation. This is expected to entail an 
investment of Rs 160 crore. The company 
has also taken up conversion of existing 
coal-fired boilers into fluidised bed conver¬ 
sion (FBC) system which will improve steam 
generation despite the poor quality of coal 
now available. 

Cement production during the year suf¬ 
fered from paucity of clinker due to erratic 
production from the kiln. It is with a view to 
consolidating its presence in the cement 
market that the company has taken over 
Udaipur Cement Works. With this, the total 
cement production of the J K group will go 
up from the existing 3.8 lakh tonnes per 
annum to about 24 lakh tonnes per annum by 
the latter half of this year, assuming that the 
new one million tonne per annum plant of 
the company also goes on stream by then. 
Besides, the company is expanding the in¬ 
stalled capacity of its Lakshmi Cement plant 
from 5.8 lakh tonnes to 14.6 lakh tonnes per 
annum. The project is expected to go on 
stream by the last quarter of this year. A 
lignite feeding system has also been provid¬ 
ed to achieve increased usage of lignite in 
place of coal for substantial cost advantage. 

J K Magnetics, another division of Straw 
Products, achieved a record production of 
1998 MRM during the year, achieving a 
capacity utilisation of 106 per cent against 
only 50 per cent in 1991-92. 

Research and development efforts have 
enabled the company to introduce different 
varieties of paper like bond, copier, maplitho 
and coated papers which enjoy market lead¬ 
ership. R and D activities at J K Magnetics 
have resulted in 100 percent indigenisation 
of major raw materials and increase in the 
speed of various machines. New formula¬ 
tions have also been developed which have 
resulted in improvement of quality. 

The half-yearly results for 1993-94 reveal 
that the company has posted a net profit of 
Rs 5.3 crore on a turnover of Rs 126.7 crore. 

PARASRAMPURIA SYNTHETICS 

Rise in Sales 

Parasrampuria Synthetics, the flag¬ 
ship company of the Parasrampuria group, 
IS a leading manufacturer of polyes¬ 
ter filament yam and polyester grade chips. 
During 1992-93. while production of poly¬ 
ester yam increased from 922 million tonnes 
to 2,164 million tonnes, that of polyester 
chips went up to 422 million tonnes from 24 
million tonnes. As a result, despite reces¬ 
sion in the PFY industry, net sales went up 
by 20 per cent. Operating profit too in¬ 


creased by 34 per cent and a considerable 
hike in the interest burden notwithstanding, 
gross profit showed a rise of 10 per cent. 
However, profit after tax declined by 25.4 
per cent which the company has attributed to 
the high depreciation cost on account of its 
expansion programme as also the transport¬ 
ers' stnke and civil disturbances. The com¬ 
pany exported over Rs 6 crore worth of 
synthetic yam. Interestingly, while total 
remuneration to employees increased by 37 
per cent, as a percentage of gross value 
added and value of production, it has more 
or less remained the same as in the previous 
year. 

Following the commissioning of the first 
line of its 7,500 tpa polycondensation plant 
in March 1992, the company commissioned 
the second line with a capacity of7,500 tpa 
in January 1993. It has also installed one 
more spinning unit with a capacity of 1,300 
tpa which went on stream in ^ptember 
1992. Meanwhile, the l(x:ation for the com¬ 
pany’s proposed terry towel project has 
been changed from Pithampur near Indme 
to Delhi. This project is expected to com¬ 
mence commercial production by the mid¬ 
dle of this year along with the export-orient¬ 
ed synthetic blended yam project coming up 
at nthampur. To partly meet the cost of 
these projects, Parasrampuria had come out 
with a rights issue of fully convertible de¬ 
bentures in January 1993. Now the company 
is planning to expand its POY capacity at 
Bhi wadi from 16,000 to 20,000 tpa and that 
of polyester chips from 15,000 to 18,000 
tpa. 

Research and development efforts have 
enabled the company to develop new variet¬ 
ies of yams to substitute yam imported by 
textile producers such as non-sized, roto and 
bright yam; development of new varieties of 
yam for export of high count yam, dope- 
dyed black yam, optically bright polyester 
yam, development of import substitutes of 
various master batches used in the manufac¬ 
ture of polyester and polypropylene, develop¬ 
ment of an import substitute for continuous 
polymer filter, development of spin finish 
for POY up to 1,000 mt/min. 

With the polyester filament yam (PFY) 
industry having been accordetj sops in the 
budget for 1994-95, the industry is expected 
to perform much better in the foithcomiag 
years. Also, with polyester yam becoming 
cheaper than cotton yam, there is expected to 
be a marked shift in consumer preferences. 

The company has repdried improved sales 
of Rs 119 crore for the first half of 1993-94 
as against Rs 103.6 crore in the correspond¬ 
ing period of the previous year. Cash and net 
profits have also shot up from Rs 6.1 crore 
to Rs 14.4 crore and to Rs 11.4 crore from 
Rs 48 crore, respectively. 
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COMMENTARY 


What Has Gone Wrong mth the 
Economic Reforms? 

EPyV Research Foundation 

The manifest failure of the economic reforms is not surprising at all 
considering the serious flaws in their conception, strategy and 
implementation 


THERE IS now enough evidence to the 
effect that the avowed objectives of the 
stabilisation and structural adjustment 
programmes under implementation in India 
since July 1991 have not been achieved nor 
IS there hope of their being achieved in the 
medium term In the First place, the failure 
to attain the most immediate stabilisation 
goals—goals of monetary and price stabili¬ 
ty as also those of correcting the central 
government's Fiscal imbalances—stares one 
in the face The relative stagnation in indus¬ 
trial output for the third year in succession, 
the structural deterioration in the composi¬ 
tion of output and also that of exports, the 
general absence of growth momentum in¬ 
cluding declines in the domestic saving and 
investment rates, distinct signs of detenora- 
tion in the already serious unemployment 
and under-em>'loyment situation in the coun¬ 
try, the erosion of real incomes, the reduced 
governmental support for the already fragile 
health and educational standards of the vast 
vulnerable sections of society, are all by 
now known to be a direct outcome of the 
new economic policy The onlv apparent 
sign of success is to be seen in the external 
sector where the stock of foreign exchange 
reserves (other than gold) had touched 
$ IS 3 billion by the first week of Apiil, 
but the increase to a si/eable extent is 
based on the further accumulation of ex¬ 
ternal liabilities (other than foreign direct 
investment) that are more expensive than 
commercial borrowings and also based on 
underlying extemal-sector-driven growth 
with policy prescriptions of aggressive 
import liberalisation, export onentation and 
globalisation, which are unlikely to contrib¬ 
ute to a strengthening of the ebuntry's do¬ 
mestic economic structure' 

Background OF 1980s 

It cannot be denied that the Indian econo¬ 
my had plunged into a senous economic 
cnsis towards the end of the 1980s due to 
what may be termed as ‘borrowed growth' 
and that it required drastic measures to 
correct the senes of structural imbalances 
accumulated over that decade However. 


the new economic policy has been based in 
the First place, on an incorrect assessment ol 
the maladies afflicting the Indian economy 
during that penod The macro-economic 
imbalances in the form ol large fiscal dcti 
cits and growing public debt, si/cable cut 
rent account deficits and unsustainable lev 
els of external debt and their expansionary 
influences on money supply and high rates 
of inflation, which the present government 
has identified as the root causes of the 
economic crises, were really symptoms of a 
deeper structural crisis faced by the domes 
ticeconomy [PlanningCommission l99(Ka) 
Vaidyanathan I988| 

It was not essentially the si/e of borrow 
ing but the purpose for which the resources 
were spent that mattered There was a sharp 
growth of non development expenditure in 
the total expenditures of both the central and 
state governments The public sector funds 
earmarked for rural sector in general and 
agriculture in particular had dwindled in 
real terms thus diluting the impetus for 
private investment in these sectors The 
domestic savings and investment rates had 
virtually stagnated for over a decade De 
spite a noticeable improvement in the ccon 
omy's overall growth rate and that in indus 
trial production specifically the rate of in 
crease in employment had decelerated sig 
nificantly in almost every sector of the 
economy (Planning Commission I99()(b)] 
The only segment that had shown some 
dynamism in employment absorption dur 
ing the 1980s was rural manufacturing in 
non-household, non-factory establishments 
[Vaidyanathan 1990 Visana and Minhas 
1991 and Papola 1991 j Associated wnh the 
trickle-down theory the new economic pol 
icy has sought to coirect the symptoms 
leaving these basic and fundamental issues 
to be resolved as a by product 

Maior Fi aws 

Thus, the new economic policy is serious 
ly flawed in conception, and it is also Hawed 
in our view in its contents strategy and 
approach and in many other respects We 


could broadly classify these shortcomings 
under live majoi ca'cgorics 

(I) the new cc onomic polic y lac ks a broader 
vision and dc velopment strategy 

(II) the sequencing of reforms has been se¬ 
riously flawed 

(III) the pace of reforms has been rather too 
rash and cavalier in character, 

(IV ) the reforms have been initiated without 
taking cognisance of the absence of the 
required pro conditions in the Indian 
siHiciy and 

(v) appropriate and broad based safety nets 
have not been put in place 

By their very nature some of these factors 
are inteirclated such as the sequencing of 
reforms and pace of reforms or the presence 
ol pre conditions and piovision for safety 
nets But all of these factors put together 
add up to a powciful commentary on the 
inappropriatencss of the reform measures 
undertaken so f,u 

(i) Ahienif oj a liioader Developmental 
ViMon 

The fexus of practically every aspect of 
the new economic policy is to create a 
competitive environment in industry and 
service sectors in which entrepreneunal 
dec ision making wouId be c onditioned only 
by the market forces With the abolition of 
indusuial licensing and with the free access 
to foreign technology entrepreneurs are 
said to be free to invest, expand and 
mcxJeinise in response to market conditions 
But the industiialisation experience ol many 
countries in south east Asia suggests that 
indiv idual decisions of entrepreneurs based 
on market considcialicms generally do not 
add up to a strategy of tndusinal develop¬ 
ment and industrial rcstruc tunng unless gov¬ 
ernments intervene actively to direct mar¬ 
kets to achieve a transformation of their 
c ompai all vc ad vantages into adynamic form, 
that IS by refusing to accept the static mod¬ 
els which suggest that L DCs should respond 
to world puces and produce and sell those 
commcxiities which generate immediate in¬ 
comes Viewed in this light the govern¬ 
ment s new industrial policv lacks a wcll- 
articulatcd stiategv 

Incontiast ilic south cast Asian countnes 
which emb.iikcci on the process^of 
industrialisation duiing the 1960s 1970s 
and 1980s did so on the basis ol some 
structured blue prints and by a process ol 
significant market intervention directly or 
through systems ol incentives and disincen¬ 
tives Secondly and more importantly, all 
ot them resorted to domestic liberalisation 
far ahead ol external liberalisation A dy¬ 
namic role lor the state supixirted by a 
system ol dynamic impoit substitution was 
an integral part ol that strategy For exam- 
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pie. South Korea's industrial development 
strategy was by no means a socialist strategy 
guided as it was by a totalitarian regime. A 
report on ‘Korea's Transition to Maturity' 
argues that the quality of economic manage¬ 
ment bad been one of Korea's major achieve¬ 
ments and that in this respect the co-ordina¬ 
tion of economic policies through the in¬ 
strumentality of the Economic Planning 
Board headed by “successively effective 
deputy pnmc ministers" should be largely 
credited [Leipziger 1988(a)]. The report 
further argues that even when South Korea 
embarked on a liberalisation programme in 
1979-80, after passing through two phases 
of industrialisation—first, between i%l and 
1973 when there was a modest pro-export 
bias accompanied by a high degree of pro¬ 
tection to domestic industries and second, 
during 1973-79 which saw an mtensifted 
heavy and chemical industry drive (in¬ 
cluding ship-building) again based on 
heightened and broadened protection for 
domestic industries and which brought 
government directly into industrial deci¬ 
sion-making—the reforms included “a ba¬ 
sic shift towards industrial intervention pol¬ 
icies predicated on the presence of market 
distortions or market failure” [Leipziger 
1988(b): see also Esho 1992). Incidentally, 
it was revealing how the South Korean 
government steadfastly pursued the strate¬ 
gy of ‘heavy and chemical’ industrialisation 
targeting six industries (steel, metal, ma¬ 
chine-building, ship-building and electron¬ 
ics and chemicals) for intense government 
support and development, despite the stiff 
opposition from tlw IMF and the World 
Bank. Apparently, the IBRD country report 
on South Korea expressed, in early 1974, 
grave reservations on the development strat¬ 
egy and exports set for heavy indu.stries 
[Woo 1991; Kawakami 1992]; instead the 
World Bank had urged the Koreans to focus 
on light manufacturing industries and tex¬ 
tiles on the ground of comparative advan¬ 
tage. That the World Bank was proved 
wrong in South Korea in this respect should 
be an interesting lesson for India. Judged 
against this and the experiences of the east 
Asian countries, it was not the intervention¬ 
ist strategy that was at fault in India; it was 
rather the absence of flexibility with the 
bureaucracy in administering the system 
that ruined the growth process. Comparing 
the Indian experience with that of Korea, a 
Japanese scholar makes a perceptive obser¬ 
vation thus; “So came into full bloom in the 
1970s the Korean type of development plan¬ 
ning and economic management with its 
heavy state intervention. It might be 
recognised that its tendency towards heavy 
|govemment control match^ if not exceed- 
^ that of Indian ‘socialist' economy which 
is ideologically influenced by the Soviet 
Union. However, it is worth to note also that 
economic management by the Korean gov¬ 


ernment maintained a remarkable flexibili¬ 
ty in comparison with the situation in India, 
and displayed quick and entrepreneurial re¬ 
sponses b> the constant changes of an in¬ 
creasingly uncertain world market” 
[Kawakami 1992]. 

A more telling example is that of Japan in 
respect of the strategy of industrialisation. 
Consistently since the early 1950s the Jap¬ 
anese economic development has been guid¬ 
ed by what has come to be known as a ‘long- 
range economic plan* which serves as 
"guideposts for economic operation within 
the basic institutional framework of free 
enterprise and a free market” [Tsuru 
1993:95]. As has been sufficiently docu¬ 
mented in literature, particularly in the con¬ 
text of the direct administrative guidance by 
the ministry of international trade (MITI), 
the most important of the areas in which 
administrative guidance has been effective 
in post-war Japan is its co-ordinating role in 
investment programmes of major indus¬ 
tries. Again, as Tsuru has argued, these 
paternalistic arrangements helped to en¬ 
courage a high rate of investment across the 
board in the manufacturing sector as a whole. 
Apart from a comprehensive blueprint on 
the strategy of industrial development, this 
policy of intervention involved many forms 
of incentives and disincentives. Above all, 
it involved an extremely careful approach to 
transfer of technology from advanced coun- 
tnes through direct imports of equipment, 
their unbumlling and a process of assimila¬ 
tion and diffusion [Yanahara 1994].’ 

The above and many odier experiences 
suggest that maiicet forces do tend to rein¬ 
force only short-term gains and hence they 
cannot produce a long-term strategy. Also, 
the national economy’s long-term interest is 
better served if local entrepreneurship is 
given greater impetus and preferential 
treatment as against the multinational com¬ 
panies. The evolution of commercial pol¬ 
icies requires a significant promotional 
input with acommercial vision. The present 
situation calls for, if one may put it that 
way, the services of a T T Krishnamachari! 
Among other things, it was he who con¬ 
ceived of a strong promotional policy for 
industrialisation through the setting up of 
a series of development finance institu¬ 
tions to supply long-term loan capital for 
industry. 

The Indian experience during the past 
three-and-a-half years suggests that eco¬ 
nomic reforms have essentially been bu¬ 
reaucracy-led and esmtialiy inspired by a 
narrow perspective of the IMF/World Bank 
stabilisation and structural adjustment 
programmes, with market-orientation and 
globalisation as the be-all and end-all goals. 
There is no other blue|»int for any long¬ 
term industrialisation strategy or strategy ^ 
economic and social development. A clear 
evidence of this is to be seen in the absence 


of any role for India’s Planning (Commis¬ 
sion in the metamorphic changes that are 
being inflicted on the economic system 
through the new economic policy. Though 
the current Eighth Five-Year Plan (1992-93 
to 1996-97) under implementation has been 
prepared much after the current reform 
measures began iri July 1991, almost not a 
single aspect of the go^s set out in the Plan 
document is sought to be implemented 
through the new economic programmes. 
Apart from the total neglect of the macro- 
economic goals, the programmes under the 
new economic policies go to contradict the 
Plan goals set, say, for resource mobilisation 
through direct and indirect taxes or those set 
for employment generation as the Eighth 
Plan had begun with a situation of consid^- 
ably reduced rate of employment growth 
and large backlog of unemployment. Sig¬ 
nificantly, even the pattern of Plan outlays 
proposed in the Plan document are not being 
implemented. The lapse in implementation 
is particularly true of the shortfall in Plan 
outlays for agriculture and rural sectors as 
well as those for the social sectors. In the 
central government’s Plan outlay for the 
five-year period of the Eighth Plan, the 
Planning Commission had visualised 5.1 
per cent of the total central outlay for agri¬ 
culture, 11 per cent for rural development 
and 13.9 per cent for social sectors, whereas 
during the first three years of the Plan, the 
union finance ministry has allocated corre¬ 
sponding proportions of only 3.9 per cent, 
7.7'per cent and 10.5 per cent for the respec¬ 
tive sectors. These r^uced proportions are 
themselves out of the reduced aggregate 
outlays in real terms. On the whole, die final 
outcome of economic and social develop¬ 
ment during the Eighth Plan period will 
have no resemblance to what has been pro¬ 
jected in the Plan blueprint. In any case, the 
current developments are not ba^ on any 
well-articulated strategy of industrialisation. 

The absence of a broader developmental 
vision appears to be more acutely felt in 
regard to technology policy in the milieu of 
liberalisation. A survey of the relevant liter¬ 
ature would suggest that India’s technology 
policy has always lacked dynamism, that 
repetitive importation of t^nology has 
been a feature of the country ’ s technological 
development. This was the position during 
the 19^ and 1970$ when importation of 
technology was somewhat restrictive. Thil 
was also the position during the 1980s when 
there was a significant liberalisation in re¬ 
gard to foreign collaboration approvals. A 
detailed study of R and D activities to ex¬ 
pand technol^ical base of industries during 
the latter part of the 1980s argues that 
liberalisation took place m the premise that 
three elements, namely, Arm size, degrw of 
competition and presence of foreign capital, 
would have a positive impact on such activ¬ 
ities but the authors found that (a) foreign 
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equity was negatively associated with R and 
D activities, (b) the influence of a firm’s size 
on R and D was also found to be negative, 
and (t) the degree of competition and pro¬ 
pensity to export were found to have no 
relabonship to R and D intensity [Alam et al 
1993] Against this background, another 
study by Narasimhan (1994) based on the 
experiences of the so-called east Asian mir¬ 
acle and also the recent misgivings ex¬ 
pressed in the US regarding the role of 
multinational corporations in advancing 
America’s own national goals (after the 
European and Japanese MNCs have ac¬ 
quired a commanding position in the Amer¬ 
ican market') argues that “market forces 
left to themselves will not help a country to 
acquire technological competence and 
strength to meet its strategic needs Nor can 
a country hope to achieve this by opening its 
doors to multinational enterpnses (MNEs) 
without any constraints’’ What is desired is 
a multifaceted technology policy with a 
careful blending of promoting indigenous 
technology and transfer of advanced foreign 
technologies the latter essentially consti¬ 
tuting a means of achieving the tonner I or 
this a well thought out institutional struc¬ 
ture within the government domain is nec 
cssary to acquire what Narasimhan (1994) 
calls technology literacy that is a thor 
ough understanding of the potentials uid 
implications ol existing and emeigng 
technologies and dissemination of that 
knowledge amongst the entrepreneurs in the 
country In this context the Volition of the 
Dirci-toratc General ol Technical Develop 
ment (DG1D) within the ministry ol indus 
trial dcvckipment effective from Aptil I 
does not speak well ol the government s 
attitude tow irds technology development in 
the country In addition as Narasimhan has 
lamented the public sector whichhas shown 
an improvement in the average propensity 
to adapt with better research consciousness 
and R and D activities and which has emerged 
as a major supplier of technologies to other 
firms in India [Mam 1993]' has not only 
fallen from the grace, but is being positively 
disenminated against whatever national 
technological capabilities had been built 
over the years—especially in design 
consultancy and management—arc now 
being allowed to withci away due to neglect 
and absence of support 

(ii) Wrong Sequencing of Reforms 

As a result of the mismatch between the 
macro-economic goals and the sequencing 
ol reforms, serious distortions, contradic 
tions and inconsistencies have surfat ed in 
economic management forinsunce one of 
the most crucial objectives of stabilisation 
policies has been to achieve drastic reduc¬ 
tions in gross fiscal deficit, revenue deficit 
and even budget deficit Important pre 


requisites for achieving this recognisedly 
are (a) a decisive curbing of non-develop¬ 
ment expenditures, and (b) widening of the 
tax base While efforts made in both of these 
directions have been niggardly, surrender¬ 
ing of revenues through all round reductions 
in tax rates has made the task of achieving 
fiscal correction almost impossible in the 
near future In expenditure compression, 
whatever has been achieved so tar relates to 
die contraction of Plan or capital expcndi 
tures which has hurt the current and pro¬ 
spective growth potenbal of the Indian econ¬ 
omy 

Drastic tax reductions have been effected 
with the pious hope that lower tax rates 
would lead to better tax compliance and 
higher resources but such hope has no basis 
in the Indian or any other country expen- 
ence As a result the expectations are that 
the gross fiscal deficit which was originally 
at 8 4 per cent of GDP on the eve ol the 
reform programme in 1990 91 and which 
was targeted to be brought down to 4 per 
cent ol GDP by now has come back close to 
7 per cent in 1994 9S it we take account of 
the loss in revenues and increases in non 
development expenditures not provided for 
in the central budget It may be rcc allcxl that 
the Eighth Plan had visu tlised an increase in 
the ratio of direct and indirect taxes to GDP 
fiom 17 n percent in 1991 92 to 19 83 per 
cent in 1996 97 (the latter at 1991-92 pne 
es) But the central government has set the 
trend of reducing tax to GDP ratios and 
hence despite some efforts on the part of 
state governments the overall tax to GDP 
ratios will not nsc as conceived in the Eighth 
Plan document The central government s 
gross tax revenue as percentage of GDP has 
steadily declined fiom 109perccntin 1990 
91/1991 92 to 9 6 per cent in 1994-95 (the 
latter is likely to be still lower in reality in its 
final outcome) 

Hiesuirendenngot large revenues before 
setting out the prerequisites tor it has pre 
vented the government from achieving more 
overriding fiscal reforms like the elimina 
non of revenue deficits and containment of 
conventional budget deficits Against this 
background, even the proceeds from the 
sale of equities of public sector undertak 
mgs (PSUs) by the government arc being 
used to finance consumption or revenue 
expenditures whereas it should not have 
been undertaken until there was an assur 
ance that they would be used to build further 
capital assets 

Secondly a more damaging aspect of the 
improper sequencing relates to compres 
Sion of the government s capital expendi 
turc and contraction of public investment 
activities generally before prepanng the 
ground for the pnvate and foicign sectors to 
fill the gap at the margin The gap is not only 
in the form ol the size ol investment hut 
more significantly it is in the nature of 


investment The plublic sector investment 
has essentially b^n in basic and capital 
gr'^s sectors which had provided a signif¬ 
icant impetus to the growth of electiical and 
non-electncai machinery and other metal- 
based industnes The blind pursuit of fiscal 
compression and retrenchment of public 
sector investment, without a well articulat¬ 
ed strategy for industrialisation, has already 
begun to hurt the foundation already laid in 
this respect, apart from an industrial reces¬ 
sion of an unprecedented magnitude It will 
take quite a few years before pnvate and 
foreign sector investments begin to fill the 
gap What IS ,norc even the gap so filled is 
unlikely to be in areas of heavy industnes 
with advanced technologies on a significant 
scale, thus corroding the base of India’s 
industrial advancement assiduously built 
dunng the first 40 years of planmng India 
may for instance, see substantial invest¬ 
ment in power projects in the future but 
much the larger part of the power machinery 
may have to be imported This is true of 
ilmost all infrastrui lural areas such as petro¬ 
leum refinery telecommunications and port 
development 

This bungs us to the third ques > n of 
flawed sequencing namely, liberal imp irts 
of capital goods before adopting a strategy 
for technological advancement of the do¬ 
mestic capital goods sector The latter was 
necessary even for adopting an export-on- 
ented strategy of development While fuller 
details regarding the investment strategy of 
the private sector are not available stray 
details do suggest that a preponderant part 
of the sector s investment will be in con¬ 
sumer gui3ds and office equipment onented 
industnes (of course other than petrochem¬ 
icals and telecommunications) As for the 
foreign direct investment, the details put out 
by the government present an unduly dis¬ 
couraging scenario in this respect In the 
first place, total foreign investment approv¬ 
als accorded up to the end of December 1993 
aggregated an amount of Rs 13,161 crore 
(about US $ 4 2 billion) but almost all of 
them aie of small si/es ‘ In the electrical 
equipment area, for instance as many as 
651 financial and technical foreign collabo¬ 
ration agreements have been approved but 
the foreign direct investment (EDI) involved 
in them would be of the order of Rs 1,103 7 
crorc ($ 356 million) giving an average EDI 
of less than Rs 2 ciore each In fact, under 
the fcxid processing industnes both the 
average and total investment proposals are 
highcrinsi/c a total EDI of Rs 1 347 9crore 
lor 196 proposals and an average of Rs 6 88 
crore each 1 he substance of this evidence 
points to the tact that public investment in 
heavy and higher technology based indus¬ 
tries IS being curtailed without the assurance 
ol comrncnsutalc investment from pnvate 
and foreign sectors Suggesting that the 
country has a comparative advantage in 
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engineering industiy products and 
emphasising (he need for technological 
upgradation, (he i ighth Plan had proposed 
that “greatc stress would need to be laid on 
import of diawings and designs than on 
import of equipment But the government 
policy on imports of capital gooils including 
second hand ont s has completely negated 
this Eighth Plan perspective 
Fourthly a substantial part of the growing 
revenue deficit ot the central budget is at- 
tnbutable to additional interest buiden borne 
by It, which is in turn linked to the drastic 
increases effected in the yield rates on trea 
sury bills and government secuntics as part 
of the financial sector reforms Simul¬ 
taneously, the scheduled commerc lal banks 
have been subjected to cnh,uiccd capital 
adequacy norms as per the st<tnd<uds set by 
the Bank foi liitcmatioii il Scttlcments(BIS), 
more ngorous income recognition norms, 
assets classilication provisioning of bad 
debts on a prudential basis and to accounting 
standards forinsestmenis All ot these have 
imposed an onerous burden on the banking 
industry with almost near disastrous consc 
quences on the banks operations The 
banks’ lending rates have remained high 
and the commcicial banks have been ex 
uemely reluctant toexpond b.uik (redit which 
has further gone to reinforce the recessionary 
conditions in Indian industry I or (he fear of 
violating capital adequacy norms and for 
generally protecting their bottomime the 
banks are all the more mluctant to lend to 
agriculture and rural industries, thus 
jeopardising the entire credit delivery sys¬ 
tem in rural areas These elements of finan 
cial sec tor reforms prematurely undertaken 
despite experiences of the south-east Asian 
countries to the coniruy have ur Joubtedly 
pioduced the most deleterious effects on 
industnal and agiiciiltuial investment and 
production activities m the country 
Fifthly one of the most hannful measures 
undertaken has been the permission granted 
to foreign institutional investors (Fils) to 
undertake portfolio iriv c stment up toas much 
as 24 per cent of a comp iny’s equity base 
Apart from the le.irs u has genciatcd in the 
minds of the Indian industrialists regarding 
possible takeover bids the measure com¬ 
bined wiih the companies borrowing from 
abroad has created serious macro-economic 
imbalances in the economic system The 
overall scivicing burden lor these kinds of 
foreign liabilities is also much highei than 
that on normal debt obligations 

(ill) Pai e of Rijorms Foo Ha\t\ 

Consitlenne the I u t that the public sector 
had been (he prime mover in industrial 
investment any attenipi to replace such 
investment by private ind lorcugn sectors 
required thoughtful pac mg so that appropri 
ate institutional chinges could be intro¬ 


duced to absorb the shocks Some of the 
glanng examples are in the field of govern¬ 
ment revenues surrendered through cus¬ 
toms and excise duty reductions As a result 
ot the sharp reductions in customs duties on 
capital gocids within a penod of three years 
to 2S per cent generally and even lower at ml 
rates for fertiliser projects and 20 per cent 
for power projects, the investment and pro¬ 
duction plans of domestic capital gcxids 
industries have been placed in jeopardy 
Redesigning of such plans requires a tew 
yearsofconcertedefforts The drastic chang¬ 
es effected have produced senous conse¬ 
quences for the health of these industnes as 
capacity utilisauon in many of them would 
suffer, their production cost would go up 
and It would make them further non-com- 
pctitive, as major units in fertiliser, power 
and textile machinenes have begun to feel 
the pinch 

The pace of reforms has been inspired by 
what may be termed as an invidious goal 
which IS to globalise the Indian economy 
rather quickly Every aspect of the new 
economic reforms has been condiboned by 
this rather premature and dangerous objec¬ 
tive rhe effective rate of proteebon has 
been brought down rather drasbcally with 
rapid reductions in customs duties and re¬ 


moval of quantitative restrictions on almost 
all imports which in turn has compelled the 
government to radically bring down the 
excise duty rates on domestic industnes, 
thus making the government surrender huge 
revenues A technologically sophisbcated 
manufactunng activity tor domestic pro¬ 
duction and exports requires not unrestrained 
imports of all and sundry products but a 
carefully designed import substitution pol¬ 
icy so that indigenous technology grows in 
strength and provides the base for it 
The pace of reforms has been similarly 
drastic in the financial sector area which has 
contnbuted to reducing the financial system 
to a moribund state insofar as the system’s 
pnmaiy responsibility of providing produc¬ 
tive cr^it IS concerned An acute reluctance 
on the part of the scheduled commercial 
banks to lend generally and to lend rural 
credit in paiucular is sure to have drastic 
consequences for produebon and invest¬ 
ment activities in agriculture and rural in¬ 
dustnes, as also industnes in general in the 
near future At the same time, the premature 
grant of permission to HIs to invest in the 
Indian capital market has created many ad 
verse consequences unduly high pncc-eam 
ing ratios for the major senps in the stock 
markets, expensive acquisition of unpro 
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excess liquidity that threatens hiither the goal 
of price stability in the domesuc economy 

The senous consequences of the goal of 
globalisation has been the rapid detenora- 
tion in the quality of industrial structure—a 
phenomenon which may be described as 
deindustnalisation A sharp reduction in 
industnal growth, reduction in the growth of 
capital goods industries, a relative shift of 
exports away from manufactures, and ar¬ 
resting of die growth of industrial employ¬ 
ment, have been some of the glaring effects 
of rapid reforms without providing for some 
breathing time and appropriate checks and 
balances for the Indian industry 

(iv) Hrerequmte<i of Reforms Ignored 

The entire east Asian experience of 
stabilisation and structural adjustment pol¬ 
icies has one unique lesson which is that the 
shocks of new policies are better absorbed 
and that their consequences for the levels of 
living tor the masses can be minimised if the 
society enjoys certain minimal social stan¬ 
dards of health and educational attainments 
In this respect the literature is full ol cvi 
dcnces as to how countries like South Korea, 
Malaysia, Indonesia and Thailand had pos 
scssed higher levels of human development 
indices—literacy rates and women literacy 
in particular and infant mortality and mater¬ 
nal mottalily rates—as also more egalitari¬ 
an socio economic structures due to land 
reforms and such other measures before 
they embarked on significant adjustment 
programmes On the other hand the Indian 
situation IS quite the contrary as brought out 
by the UNDP’s latest Human Development 
Report 1991 \\ec also IPW Research Foun 
dation IQ94] 

(v) Absence of Safety Nets 

Fhe fact that Indian society, particularly 
Its poorer segments, was ill-equipped to 
face and absorb the shocks of new policies 
required the institution of a fairly compre 
hensive structure of safety nets In this 
lespect. It indeed appears a tragedy that the 
government of India should bnng to bear 
such a narrow perspective on (he broader 
theme of ‘adjustment with human face' 
Their conception of this useful strategy has 
not gone beyond the provision of^omc extra 
financial icsounes through what has come 
to be known as the National Renewal Fund 
(NRF) which has been designed essentially 
as a resource to implement the voluntary 
retirement schemes tor employees of public 
sector undertakings (PSUs) and also for 
financing uaining and counselling Though 
there were promises of commitment to 
minimise the burden ot adjustment on the 
poor and of providing credible programmes 
of direct government intervention with qual- 
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safe dnnking water and roads, as also ot 
larger resources for agricultural and rural 
sectors, the initial rhetonc has not been 
matched by allocation of sufficient rcsourc 
cs and programmes in these sectors 
By Its very nature, the adjustment with 
human face requires concerted efforts to 
protect the vulnerable segments, sectors and 
sections ot society This is all the more 
necessary because the additional employ 
mentopportunities which are theonly source 
of succour for the poor are found in the 
period ot adjustment, only in agriculture 
village and rural industries and other 
unorganised segments which require spe¬ 
cial attention through various public 
programmes and promotion of growth op 
portunities in them As a UNICEF report has 
clearly brought out there are six distinct 
elements in the broad theme ot adjustment 
with a human face [Comia, Jolly and Stewart 
1987) ’ Die report emphasises the require 
ment of expansionary macro policies to 
sustain the levels ol output, investment and 
satisfaction of human needs, meso policies 
designed to maintain the basic standards of 
the poor by improving distnbuUon of in 
comes and resources promoting opportuni 
tics, resources and productivity in tte small- 
scale segments ot agriculture, industry and 
services, and compensatory programmes to 
protect the basic li > ing standards, health and 
nutntion of the vulnerable groups These 
broader issues have remained neglected in 
India’s current phase of adjustment with 
senous consequences lor both the si/c and 
quality of growth in the medium term 

Notes 

1 The basic data buttressing these arguments as 
also substantive analytical issues involved in 
them have been piescnted (a) in a set of Special 
Statistics on the linanscs of Ihc government of 
India in the issue ot Apnl 16 21 1194 and (b) 
in FPW Research Foundation (1994) 

2 This note docs not puiport to deal with the 
Korean and Japanese cxpeiienccs in their total 
ity As IS widely known there are a number of 
tnstilulionaf cultural and otlier factors germane 
to the study of these cxpencnces including the 
role of poweiful industnal conglomerates in 
Korea (Chaebol) and Japan (Zoibatsu) Inter 
estingly Korea did not have any exit policy as 
the goveraineni did not allow bankniptcics 
(Leip/iger I98g(b)] 

I Mani s results are not quoted in Narasimhan 
(1994) Though there are conflicting results in 
literature on government s technology policy 
(see Gumaste (1991> and Suvrathan (1993)) 
the need lor an inierveniionist strategy on tech 
nology import assimilation imitation and dif 
fusion IS not disputed 

4 Though details regarding total project costs are 
not available small size nature of individual 
FDls IS self-evident from the description of the 
foreign collaboration proposals pul out by the 
government through the SIA News Letter (var 
lous issues Government of India Secretarial 
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trial Development) 

S ThesixeleinentshavebcenrcpnxIucedinSeetha 
Prabhu (1994) 
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UTTARPRADhSH 

Meerut Firing: A Ttiming Point? 

Amaresh Misra 


The reiponse of the tlalit’i to the tei ent police firing on them in Meerut, 
which seems to he ai quirtng a mass dimension, may have heralded a 
turning point for the political situation in UP 


IN UP, a new speiite is suddenly haunting 
the already turbulent politic<il situation ol 
the state In the (.losing d.tys ot March, 
national and state newsp<ipers were lull ot 
the incident ot police firing on protesting 
dalils in the western III* city ol Meerut 
which left two dead and scores injured 1 he 
daliLs were protesting against the attempts 
of the city adininistiation to remove the 
statue of Ambedkar which they had in 
stalled in a suburban aiea 
But what lollowt d was truly unprei edent 
ed For suicessisi davs curlew had to be 
imposed in the district as clashes continued 
with the polic e I he latter resorted to bring 
again on a number ol occasions, yet the 
situation could not be controlled fully Re 
ports emanating from Meerut speak ol the 
incident acquiring a mass dimension with 
dalit militancy directly confronting and ready 
to take on the state power This clearly 
marks a break Irotn the hitherto huiiiliar 
version of dalit alrcKities and resistance in 
the state Up till now these were limited to 
rural clashes between the landed genuy and 
the dalits mainly on the issue of land and 
social respectability Here the state was 
either a neutral entity or in the present case 
(a friendly SP BSP government) was seen 
as favourable to the dalits Indeed, the re¬ 
sponse of the Mulayam government on many 
occasions was to transfer or suspend the 
erring officials and issue stern warnings 
against any tnilurc to protect the weaker 
sections The BSP .ilso was very vocal on 
this question and even at times went to the 
extent ol thu ateniiig the UP government if 
It failed to proiei I the dalit interests 
But in Meerut the issue of uiban land 
claimed presumably by powerful interests 
brought the d,iliis lace to face with the 
tnrganised elements ol the state power And 
the same c liicl minister who had condemned 
previous atroc itic s .igainst the dalits went as 
far as to defend the acts of the administra 
tion He refused all demands for a judicial 
enquiry into the matter and turned down the 
proposal for a Meerul visit of an all-party 
delegation ot legist ituics I ven when the 
demand tor a iiidicial enquiry has been 
belatedly accedtd the punishment of offi 
cials IS being deferred on the plea that it 
would offend the ilection commission as 
there IS a bs election due in the state On the 
other hand ihe BSP is stiangely quiet— it 


has yet to issue a strong condemnation of the 
incident and it seems that the SP BSP gov 
ernment, for all its rhetoric, has finally 
given in to the demands of the existing state 
machinery The stale leadership of the BSP 
has expressed apprehension that dalit mili¬ 
tancy IS exceeding the bounds set by it and 
It may not be possible to continue to back it 
while remaining in power At another level. 
It IS becoming more and more apparent that 
Mulayam Singh is now projecting himself 
as the best protector of the status quo The 
Meerut incident in this context may prove 
to a turning point both with regard to the 
ongoing process of dalit assertion and its 
relation with the present government 
The police firing on dalits has occurred at 
a time when things seemed to be going 
perfectly well for Mulayam Singh Months 
ago, when UP gave a resounding rebuff to 
the BiP, It was Kanshi Ram’s BSP that 
received the maximum mileage from the 
event Despite assuming the chair of the 
chief minister, Mulayam Singh Yadav had 
to remain content with a background role 
while the centre stage was occupied by a 
party whose organised dalit assertion was 
being widely regarded as a part of the larger 
backward-dalit-Muslim equation that wor¬ 
sted the BJP But with the Janata Dal’s 
splitting (about one-third of its legislators 
broke away with the intention of joining 
Mulayam while its state chief resigned), the 
situation was practically reversed While 
Mulayam Singh's party got the maximum 
benefit, the BSP was left with a lot of 
problems. Its reputation was already suffer¬ 
ing due to the continued attacks on dalits in 
the rural areas—in fact, many of its com¬ 
ments, like the one attacking Gandhi for 
hibclling the dalit masses as hanjans (made 
by the BSP leader, Mayavati), can be seen as 
guided by Ihe purpose of deflecting atten¬ 
tion from a failure on this front This is also 
the context ot Kanshi Ram's recent state¬ 
ments about staiting a ‘bahujan religion’ to 
heal the wounds of the dalits and to prevent 
them from ‘joining Buddhism' 

But such measures did nut bnng any 
substantial gams for the BSP On the con¬ 
trary It was caught in a bind where a loss of 
grass roots appeal did not get compensated 
at the top-level politicking Here it was 
pushed into a comer by Mulavam after the 
splits and mergers in the state The situation 


changed so dramatical ly that icccntly a BSP 
minister in his speech in the assembly, 
began with a reference to Gandhi as the 
father of the nation 1 his was in apparent 
response to the heat and dust raised by 
Mayavati’s statement the defence of which 
had earlier become a prestige issue with the 
BSP In all this there was an obvious pres 
sure from Mulayam's side for restraint and 
scaling down ot belligerence vis-a vu the 
upper castes and their sentiments which the 
BSP can ignore only at its pcnl At present, 
even if the BSPdecides to withdraw support 
to the Mulayam government, there is no 
guarantee that all its MLAs wiU stand by it 
Amongst the s(x.ial forces, the backwards 
and Muslims arc already exhibiting a tilt 
towards Mulayam Singh, and at best the 
party may be able to retain its dalit base 
But Mulayam Singh has also benefited 
greatly from the drift and disarray in other 
parties including the BJP The split in the 
CPI has already been given a formal, irre¬ 
versible shape—in an interview published 
after the incident, Mitrasen Yadav, the erst¬ 
while CPI state secretary and the breakaway 
leader, explained the redundancy of the CPI 
in the present context when a force like 
Samajwadi Party is already ‘fulfilling’ tasks 
like combating communalism, etc, which 
form the mam agenda of the CPI Here 
Yadav stuck a note which is fast becoming 
a common realisation, namely, the impossi¬ 
bility of two or more parties existing simul¬ 
taneously with more or less the same 
programme and policies There is a lesson 
here for parties like the CPM who too have 
few features left to distinguish them from 
centnst parties However, the question as 
to which force will represent the social 
forces that captured power in UP in na¬ 
tional politics IS still unresolved and here 
the possibility of Kanshi Ram combining 
with V P Singh cannot be ruled out 
No less interesting has been the gradual 
transformation of the BJP—from a belliger¬ 
ent outfit unwilling to concede defeat in 
December and January to a party forced to 
take stands contrary to its own pronounce¬ 
ments In the controversy over Mayavati's 
comments, the BJP leader Kalyan Singh 
was often reduced to a ndiculous posiuon in 
the state assembly when he stood up to 
address Gandhi as the father of the nation 
Dunng the heydays of the mandir euphona, 
the BJP had belittled Gandhi’s status by 
categorically refusing to regard him as 
‘rashtrapita’ And now the expedient rever¬ 
sal in semantics naturally evoked more 
amusement than a senqus note Otherwise 
also the BJP is finding itself hard pressed to 
remain in the limelight and even the re¬ 
newed rhetonc about the mandir issue lacks 
concrete proposals for the date of temple 
construction, etc Yet for the BJP a new 
possibility has ansen with prospects of an 
alliance with Chandrashekhar who has 
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given several <»Jls to include die BJP in the 
wider opposition struggle against the Dunkel 
Draft In this it seems that Dunkel is proba¬ 
bly an excuse for' something else—the BJP 
in any case is supportive of the new econom¬ 
ic policy, hence its anti-Dunkeiism can hard¬ 
ly be tidcen smously What it does need at 
present is a further consohdation of upper 
caste and particularly ‘thakur* power groups 
Even if nothing much can be read in Ae 
installation of a Hindi-belt personality like 
Rajendra Singh as the RSS chief, a position 
that was hitherto known as the exclusive 
preserve of the Maharashtrian brahmins, it 
IS certain that the poliUcal calculations in 
north India must have played an important 
part in the decision After all Chandrashekhar 
too IS fast losing relevance in the polansed 
situation of the state, and an alliance may 
come in handy for both 
The chief minister's position is also being 
buttressed by the covert support of the Con 
gress, for which a figure with few ambitions 
at the national level and a political plank not 
veiy remote from that of the party is perhaps 
best suited to hold die reins in UP for the 
ume being Indeed, despite all initial ap 
peals for backward caste-dalit solidarity. 


Mulayam Singh’s pronouncements, as wit¬ 
nessed in the stand over the Mayavati epi¬ 
sode, are veering more and more towards 
placating the upper castes In his speeches 
the chief minister is making it a point to term 
himself as a true ‘sanatani’ Hindu who has 
taken up the role of protecting the Muslims 
At another level, the chief minister has 
scaled down his attacks against the Dunkel 
Draft and is reiterating the position of the 
Congress on many questions 
These twin processes, the consolidation 
of Mulayam Singh on the one hand and his 
‘status quoisation' of sorts on the other, are 
going hand in hand and it is quite early to 
predict what effect all this will have on his 
mass and political appeal Yet, episodes like 
the Meerut (Inng have opened the space for 
an oppositional slot Setring this oppoituni 
ty, the 1PF-CPI(ML) has announced, for the 
first bme since the assembly elections, a 
programme of mass protests and has de 
dared its all-out opposition as different 
from an earlier position of conditional op¬ 
position It has also sent a team of the (PF 
affiliated Dalit Mahasabha to Meerut to 
conduct a full scale investigation in the 
matter 


Netarhat Project 

Biggest Ever lYibal ENsplacement 


The year 1993, declared by the UN as the International Year of 
Indigenous People, turned out to be a year offear and despair for the 
tnbals ofGumla and Palamau districts of Bihar Towards the second half 
of the year they came to know of a government projec t that would make 
hundreds of thousands of them homeless and landless 


THE declaration of 1993 as the Interna¬ 
tional Year of the Indigenous People by the 
UN was meant to draw the world's attention 
to the problems of indigenous people and 
strengthen international co-operation tor 
solution of their problems especially in such 
areas as human nghts, environment, devel¬ 
opment, educauon, health and so on Forthe 
tnbals of Gumla and Palamau distncts of 
Bihar, however, the year 1993 turned out to 
be not one of hope but of despair, fear and 
nightmare as towards the second half of the 
year they came to know of a project that 
would make hundreds of thousands of their 
tnbesmen homeless and landless 
The project is aimed at aCquinng tnbal 
land for field finng and artillery practices 
for the 23rd Artillery Bngade The army had 
been practising field finng in the Netarhat 
plateau since 1936 In 1981-82 a move was 
made by the army to acquire the area under 
reference but due to strong opposition from 
the people and the local politicians, ai quisi- 
tion was kept at abeyance Having failed in 
the objective, the army and the government. 


both central and state, took recourse to the 
Manoeuvres Field I inng and Artillery Prac¬ 
tices Act, 1938 (Act V of 1938) and under 
section 9(1) of the said Act issued a notifi 
cation (SO 84 dated March 28,1992) which 
reads as follows 

In exercise of the powers conferred by Sub 
Section(l) of Section I of the Manoeuvres 
Field Firing and Artillery Practices Act 1938 
(Act V of 1938) the governor of Bihar is 
pleased to define the entire area specified in 
Schedule I and II below as the areas within 
which for a period of ten years commencing 
from I2lh May 1992 and ending with May 
2002, the carrying out periodically of field 
finng and artillery practicemay be authorised 
The land plan may be inspected in ihe otfice 
of the Deputy Commissioner, Gumla/Palaniau 

llic two schedules refened to above in 
elude 136 villages (127 villages in Gumla 
distnetand 19 in Palamau Similar notifica 
non was also issued earlier in November 
1991 (Nos SO 761 and 762, dated 23 11 91) 
which included 89 villages of which 66 
villages were in Gumla and 23 in Palamau 
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districts In all then 243 villages are Ef¬ 
fected by the project as pci the above two 
notifications 

These are the only noiitic.il<ons of which 
tnbals have been so tar aware ol but it is 
feared that some more iiolifications are ei¬ 
ther in the offing or have already b»^" »sued 
earlier but they have not been able to get 
hold of those notifications fhe tear is based 
on the fact that the army sources <uc giving 
conflicting figures regarding the area going 
to be affected by the said project Whereas 
one source puts the figure at 188 sq km, the 
other estimates it at 1 471 sq km And since 
the latter comes Ironi the PRO (army), 
ministry ol defence it is believed to be more 
reliable Fven it no additional villages arc 
going to be brought under the project the 
numbci ol villages population and the area 
going to be alfceted .ire likely to be the 
largest in the history of Chotanagpur in 
independent India Accoiding to army 
souices the project will displace only about 
27 833 people but the C h iwni Visthapan 
Sangharsh Samili Palamau c stimates people 
to be affected at 2 24 940 of which 1 73,932 
(nearly 78 per cent) aie trib ils belonging to 
such communities as the Oraon, Munda, 
Birjia Kisan Kheiwar Asur Korwa,Birhor, 
etc In view of another figure which esti¬ 
mates the people to be affected from 136 
villages (under the second notification) at 
1,73 000, the claims made by Chawni 
Visthapan Sanghaish Samiti seem fairly 
reliable 

There are no other communities in India 
that have been as adversely affected by 
governmental and non governmental 
projects as the tnbal communities and even 
among the tubal communities there are no 
other communities that hive been as ad¬ 
versely hit by such projects <is the tnbals of 
Jharkhand region in general and Chotanagpur 
in paiticular For the tnbals of Chotanagpur, 
problems such as these began with colonial 
rule and administration However it is dur¬ 
ing the post independent pc nod of national 
construction that the pioblem assumed a 
serious proportion During the period 
Chotanagpur and its adjoining .areas saw 
rapid expansion of mining industrial hydel 
and other projects and wheieas these 
symbolised national pnilc md progress for 
the rest of the country s population, for the 
tnbals of the region these svmboliscd noth 
ing but degradation destitution ind death as 
benefits ansing from these projects hardly 
touched them It is estimated tint of the 183 
lakh people displaced by various projects 
between 1931 and 1990 onI> 32 3 lakh have 
been resettled For the rem lining 13? 3 lakh 
resettlement still lemains a dist,int dream 
Interestingly of the 183 lakh cb^placud as laigc 
as 73 per cent are stated to be iht tnb.ils 

Ol thchundredsol projectsihat havcbccn 
initiated in the region none can match 
Netarhat Field .ind Firing Project with re 
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spect to the range of displacement. That is, 
the number of villages, families and people 
affected by each of the major projects in the 
past stood nowhere in comparison to that 
going to be affected by the Netarhat project. 
To illustrate, Tata Iron and Steel had dis¬ 
placed only four villages when it was started 
in 1907. As against this, the Rourkela steel 
plant .started in 1956 displaced 2,465 fami¬ 
lies from 32 villages; the Heavy Engineer¬ 
ing Corporation, Hatia, di.splaccd 12,990 fam¬ 
ilies from 25 villages; and the Bokaio Steel 
Plant displaced 12,487 families from 46 vil¬ 
lages. In compari.son, Netarhat Field and Fir¬ 
ing Project is expected to di.splacc 245 villages 
with a population of over 2 lakh people. 

Notwithstanding the constitutional provi¬ 
sion for preserving and protecting the tribal 
interest and lofty claims made by successive 
governments to this effect, the overriding 
and persistent feature of government policy 
and programmes with regard to tribals in 
general and the Jharkhand region in particu¬ 
lar has been one of oppression and 
destabilisation. The Netarhat project is one 
more addition to this long chain of 
destabilising projects. All the same it throws 
open many disquieting questions. 

In view of the scale of displacement and 
the dismal record of rehabilitation, the tribals 
of Chotanagpur have every reason to be 
angry and agitated over the Netarhat project. 
Indeed, it has sent a wave of resentment all 
through the Chotanagpur region. The indig¬ 
nation and resentment this time is much 
more intense than in the pa.st as the govern¬ 
ment has given enough signal to convey that 
it values non-tribals' interest more ctearly 
than those of the tribals; otherwise there was 
no reason as to why the proposed site of the 
project should have been .shifted from Gaya 
in central Bihar to Palamau and Gumla 
districts in Chotanagpur. It is the ground on 
which the shift has been made that the tribals 
find the most disturbing. Of the two reasons 
mentioned one pertains to the scale of dis¬ 
placement. It is feared that the scale of 
displacement will be large if the project is 
continued at Gaya. Thus, whereas the na¬ 
tional leaders and policy-makers have sym¬ 
pathy for the people of Gaya because of the 
scale of displacement, they hold no such 
sympathy fur the tribals of Chotanagpur 
who have been subject to enormous dis¬ 
placement ever since the planned develop¬ 
ment began in 19.50s. 'Hie other ground 
(destruction of historical monument) on 
which shift has been made smacks of cthno- 
centrism. It assumes that tribals have no 
history, no culture and therefore no cultural 
heritage. The fact that tribals have been 
living there for centuries with history, cul¬ 
ture and heritage of their own seems to find 
no place in their scheme of history. What 
they show is an utter disregard for the sacred 
groves, place of worship, cemetenes, burial 
grounds where the tribals' ancestors have 


been buried and with which tribals have 
deep religious and cultural affinity. It is a 
paradox that history and monuments of one 
set of people are being destroyed with a view 
to preserve and protect the history and monu¬ 
ments of another .set of people. 

One'of the most serious problems that 
tribals in India suffer from is the alienation 
of land from uibals to non-tribals and ways 
and means through which such transfer has 
taken place in the past have been well docu¬ 
ment^ in the studies on tribes. Legislative 
and administrative measures drawn by the 
respective state governments for protection 
of tribal land is to be understood within this 
background. The protection of tribal land 
has also been reiterated from time to time in 
the chief ministers' ctmferences. Whereas 
these legislative and administrative mea¬ 
sures have resuained alienation of land from 
tribals to non-tribals to some extent, the 
alienation of tribal land through state-spon¬ 
sored projects has increased manifold. But 
what is even more disturbing is that govern¬ 
ment itself has often resorted to coercive 
and even secretive means. The Netarhat 
project is a pointer in this direction. In view 
of the fact that tribals arc largely illiterate 
and suffer from ignorance of law and admin¬ 
istrative procedures, measures adopted by 
the government in case of Netarhat project 
becomes not only objectionable but also a 
matter of great concern. 


Notwithstanding constitutional, legal and 
administrative safeguards, why is it that 
tribal land has been made target for the 
purpose of the above project? Why is it that 
the normal course and procedures for land 
acquisition were flouted in the case of the 
project under reference? Why is it that noti¬ 
fication of such importance as the one re¬ 
ferred to above was kept secret? Tribals 
came to know of the project by mere coinci¬ 
dence. Why is it that the district and block 
officials maintain ignorance of such a 
notification even hxlay? All these speak 
volumes for the clandestine way in which 
government has been trying to acquire the 
tribal land. 

In fact, the silence being maintained by 
the government regarding the project has 
led to utter confusion among the tribals of 
Palamau and Gumla. Villagers have so far 
received no official communication. They 
have no idea as to when they are likely to be 
served notice of eviction and when and 
where they are going to be rehabilitated. It 
has been time and again emphasised by the 
government that tnbals must be given land 
and adequately rehabilitated before they are 
evicted from the land. The question is 
whether there is land available to rehabili¬ 
tate lakhs of people to be affected by the 
project. As it is, there are already lakhs of 
displaced persons who arc still awaiting 
rehabilitation in Jharkhand region. 
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Meeting Challenge of Economic ‘Reforms’ 

Signals from Two Trade Union Conferences 

Tilak D Gupta 

Although both CITU and AITUC seem mtent on finding new forms of 
struggle to channelise the growmg discontent and anger of the working 
class, no new models appear to have evolvedfrom the movements waged 
by these central trade unions 


PATNA, Bihar's state capital, was the venue 
ol two ali-India conferences of major left 
trade union centres The Centre for Indian 
Trade Unions (CITU), controlled by the 
CPI(M), held Its eighth naoonal conference 
at Patna from March 3 The TSdi session of 
the All-IndiaTrade Union Congress (AITUC) 
attached to the CPI closely followed, begin¬ 
ning from March 11 

That the country’s labour movement is 
passing through difficult umes hardly needs 
elaboration The movements of the working 
class and the working people, mostly under 
left leadership, has so far been clearly un¬ 
able to reverse the ecimomic policies ol the 
Narasimha Rao regime No wonder the fi¬ 
nance miraster, Manmohan Singh, boasts that 
India has been exceptionally successful m 
implementing its agenda of economic reform 
without generating much social tension 

Many eyes were therefore focused on the 
proceedings of the two major left trade 
union conferences to note the latest respons¬ 
es of an important section of the Indian 
working class movement to the ongoing 
economic policies A substantial chunk of 
workers looked forward to a new lead to be 
given by the CITU and AITUC leaderships 
in their arduous battles ahead The inves¬ 
tors, foreign and native, were also keeping a 
close watch on the deliberations of the trade 
union meets to gauge the current mood of 
the Indian working class 

Theoretically speaking, the perceptions 
of the CmJ and AITUC, emerging from 
their mpective conferences about the tasks 
in hand appear more or less similar There 
was increasing stress on developing abroader 
trade union unity to meet the challenges 
thrown up by the IMF-World dictated 

economic reforms In the same vein, both 
the conferences felt that the working class 
alone, oa its own, is not in a position to beat 
!>ack the government's economic policies 
that affect the toiling people of the country 
as a whole Consequently, the CITU as well 
IS the AITUC urg^ further efforts to build 
the broadest possible unity of the working 
reople on an ^1-lndia scale, in the course of 
aiaging joint struggles 


That the conventional forms of labour 
movement were proving inadequate in the 
face of the sustained onslaught of the Indian 
state and ruling classes was also seemingly 
recognised by both these central trade unions 
As a report on the CITU conference pub 
lished in the March 20 issue of People's 
Democracy, the CPI(M) central organ, puts 
It, “the whole discussions dunng the confer 
ence centred on the search for new forms of 
struggle” In the AITUC rally at Patna, 
Indrajit Gupta and A B Bardhan, the two lop 
CPI leaders, dwelt at length on the issue ol 
giving a militant turn to the working class 
movement in order to resist the anu-pcople 
policies of the government The AITUC 
conference, according to Bardhan, felt that 
it IS “necessary to develop new forms of 
struggle which give expression to the work 
er’s militancy and their potential for action" 
(New Age, March 27) 

But on the question of giving concrete 
sha^ to these ideas it appeared that there are 
certain differences between the approach of 
CITU and AITUC To lake the vexed issue 
of trade union unity, for example, the CITU 
envisages the building of a confederation of 
all central trade unions as the task of the 
time Answering pointed questions from the 
press, top CITU leaders like E Balanandan 
and M K Pandhe affirmed that the BiP and 
Congress controlled trade union centres are 
also expected to be a part ol such a body 
According to the CITU leadership, the pro¬ 
posed confederation should function on the 
basis of consensus and each constituent 
shall retain its separate existence 

The AITUC. on the other hand, has come 
out strongly in favour of complete merger of 
central trade unions into a single centre The 
AITUC conference felt that CITU’s sugges¬ 
tion for forming a confederation “falh 
short of the demands of the present situa¬ 
tion” (N w Age) But CITU leaders rule out 
the proposal for merger of central trade 
unions as an impracticable step at this junc 
ture 

As a matter of fact, a sober appraisal of the 
aiuntry’s trade union movement indicates 
that neither a loose confederation nor 


merger among trade union centres is really 
on the cards The Cl IU sources acknowl¬ 
edge that no other central trade union has 
agiced to its confcdciation proposal More¬ 
over, a kxise (onfederatton ol trade unions 
having divergent ideological political alle¬ 
giances and functioning on the basis of 
consensus may if at all formed, turn out to 
be a rather unwieldy instrument tor 
mobilising the Indian working class 
The mure ambitious project ol a single 
trade union centre c utting across ideological 
bamers as v isualiscd by the A111IC seems 
even more improbable given the political 
plurality of Indian society Though the 
AITUC and the Hind Majdoor Sabha (HMS) 
have agreed in principle to merge into a 
single entity the actual merge r may turn out 
to be a tough proposition in practice Polit 
leal differences apart the vested interests of 
the corrupt trade union bureaucracy in the 
labour movement also jxise a senous obsta 
cle to any genuine unity effort 
This is not to aiguc that the quesbon of 
broad trade union unity has been piemature- 
ly brought on the agenda On the contrary, 
the need (or such unity has been felt for long 
by perceptive observi rs of the Indian labour 
movement And the issue today assumes all 
the greater importance as the fragmented 
Indian working class tiuds itself unequal to 
the task of rolling back the renewed offen¬ 
sive of capital Rut the whole point is about 
taking a realistic approach to the question of 
tiade union unity by summing up the past 
experiences 

As It IS the extent ol unity even among the 
left trade unions has not exceeded the for¬ 
mation of a loose sponsoring committee of 
trade unions Moreover all shades of left 
unions do not have rcpicscniation on this 
platlonn Beyond that the unity of the Indi 
an trade union mov emen t has been expressed 
only Ihiough occasional joint movements 
on few specific issues Plainly a lot of home 
work IS called lor to f-icilitatc the growth of 
the broadest possible unity of the working 
class movement For one the attempts at 
unity from the top have to be matched by a 
corresponding painst iking effort to forge 
unity at the shop floor level in course of 
joint struggles 

Secondly unity will not come the easy 
way without a dcici mined right against the 
collaborationist and coirupt trade union bu 
reaucracy long entrenched in the Indian 
labour movement At this point, one delib¬ 
erately avoids mentioning the need to fight 
economism and legalism as it demands a 
more fundamental political remoulding of 
the trade union movement itself The fact 
that the all India coal stnkc of January 31 
originally planned as a joint venture even 
tually became only a C IFU rail only under 
scores the impoitance of sustained struggle 
against the coDaboi iiionist scciton of the 
Indian trade union leadership 
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As for building the bro.idcsi possible unity 
ol the vaiuMis set lions of the pc rpic against 
the current esunomiL policies, the task again 
IS to evolve concrete slogans and develop 
mcxlcls at local levels that may be emulated 
by the trade union movement Going bv the 
prcx-cedings ol the CITU and AITIK' lon- 
Icrcnccs it becomes appjicnt that this as 
peel scarcely received any attention It is 
one thing to mobilise the various sections of 
the people under lett influence lor a day's 
dcnHinsiialion at the state or national capital 
but quite another to forge a woiker peasant 
youth alliance on a stable basis 

luithei It sails foi a deeper self intro 
spcction on the part ol the trade union 
moveinciii to understand why the struggles 
ol the organised sector ol the workers and 
employees evoke so little sympathy among 
the other sections ol the people 1 hat sue h 
lack ol sympathy is partly due to the moti¬ 
vated propaganda of the ruling classes to 
isolate the organised secloi ol workcis and 
employees is, ol course, common knowl¬ 
edge Hut It has to be acknowledged that the 
orientation of the trade union movement 
strongly biased lowiirds the relatively priv 
ilcged sections ol the woikfotee has to .in 
extent helped the goveinnienl in its di\ isue 
game ol pitting cme section of the working 
people against another 

For instance, in many indusiiics, e\ en the 
left trade unions have slcxid in favour ol 
recruiting the dependents ol the existing 
labour fotce as opposed to the demands of 
contractual labourers or l(x.al people In 
agro based industries, the usual custom has 
been to merely pass a formal lesolutioii in 
support of jute or cane growers and go no 
further As for the service sectors, precious 
little has been done to pay hec 1 to the 
people’s gi levances regarding the pixirqiial 
ity of scrvtee tor which the employees aic 
also rcsfwinsiblc One can go on citing ex 
amples, but suffice it to say that without 
attending to such diverse problems unity of 
the working people will continue to be re¬ 
stricted to the cKcasional mobilisation ol the 
party faithfuls for symbolic types of protest 
movements 

Although both CITD and AlfUr seem 
intent on Finding new forms ol stiuggle to 
channelise the growing discontent and an 
gcr ol the working class, no new models 
appear to have evolved from the mov eincnts 
waged by these central trade unions It goes 
without saving that the trade union 
leaderships cannot, by themselves, discover 
new forms of struggle What they can really 
do IS to sum up the past movements to 
highlight and popularise the positive emerg 
ingnuxlels Tlic'ghcrao' asainilitaiiifoim 
of struggle, one may remember, emerged 
not out of trade union conletences but 
through the actual practice ol left lc.tnitig 
workers engaged in tierce struggle 1 hat no 
new models are any more arising out of the 


maiiisiieam trade union movement despite 
the .iciite crisis laced by the Indian working 
class may he considered as a sure sign of the 
|XMir health of the existing central trade 
unions 

As loi the new experiences emerging 
elsewhere the All DC. rather than CnU, 
•ip[)cats to be willing to learn from them 
The An DC leadership at least made posi¬ 
tive references to the Kanodia Jute Mill 
phenomenon in West Bengal where the rank 
and lilc workers rebelling against the estab¬ 
lished trade unions have formed their own 
orgamsalioii and occupied the factory in an 
eftori to continue production on their own 

1 hough the Kaiiodia struggle has drawn 
the attention ol many tor its success in 
esolving new lorms of struggle and enlist 
ing the support of broad sections ol Icxal 
people, the CITD leadership appeared ex¬ 
tremely allergic to any reference to it One 
can concede that AIFl C, given its recent 
rccofd, W.IS perhaps paving only lip seivice 
to the KiUiixlia stiuggle, partly for embar 


M ARCI121 I ‘>94 will godow n in history as 
a black day for democratic liaditions in 
Guiarat It was on this day that the Baroda 
ulFicc ol the Narmada Bachao Anclolan was 
ransacked and its properties set on fiic A 
group of 15 men, accompanied by police 
and press photographers descended on the 
NBA olFice at around I a m and indulged in 
an act of vandalism Among this group ol 
people wcic ex-mayor Raiendra Rathod, 
BJP Ml A Nairn Bhatt and Congrcss(l) mem¬ 
ber Yogesh Akolkar 

Fhe imiiiediatc provocation lor this ac¬ 
tion It was c laimed, was the review team that 
had been announced by the environment 
minister Kamalnath on March 15 This was 
111 response to the gherao by NBA activists 
of the minister tn Delhi on the same day The 
team was to Kxik into the effects of the 
closure ol sluice gales upon the submer¬ 
gence villages Claiming to brook no inler- 
feience in matters ol SSP and the interests of 


rassmg the CITU It is also true that some 
circles, traditionally hostile to the workers 
interests, have usccl the Kancxiia episode ai 
a handle to put the CUT) as well as the lef 
front government, headed by theCPI(M), ir 
a tight corner But all these cannot justify the 
lack of a sell-cntical attitude on the part ol 
a trade union centre that claims to represent 
the most militant sections of the Indiar. 
workers 

As It IS, one therefore finds the lelt trade 
union centres only expressing their resolve 
to change the priorities in the battle plans in 
their just-concluded conferences But given 
that such resolution adoptee/earlier contin¬ 
ue to remain by and large unimplemented, 
serious doubts persist about their efficacy 
Moreover, as the lelt trade unions propose to 
concentrate the struggle against the ongoing 
economic policies lather than their effects. 
It may discover that it calls for more funda¬ 
mental reonentdiion of left politics, going 
beyond the confines oi the trade union 
sphere 


Gujat at, workers of the BJP and Congrcss(I) 
had since then been camping at the Baroda 
dirpoit hoping to give the review team a 
reception that would convey adequately to 
them that they were not welcome in Gujarat 
In their enthusiasm the crowd at the airport 
had not bothered to identify the team mem¬ 
bers they were going to send packing As a 
result they picked on persons who had abso¬ 
lutely nothing to do with cither .*tSP or the 
NBA The local press reported that “a friend 
of Medha Patkar had been sighted at the 
airport" who was then gheraoed and shouted 
at This person ‘‘definitely was Medha 
Patkar’s fnend as she was dressed in a 
cotton san and had hair clips and other 
ornaments much like the kind adivasi wom¬ 
en wear" The local press played it up with- 
(sut mentioning the discomfort that this may 
have caused the woman, who could only 
leave with police escort Rini Dhumal, a 
well known woman artist had not bargained 


Dissent and Democratic Practice 

Attack on NBA Office 

Bina Srinivasan 

The unprovoked ransaikm^ of the Baroda offices of the Narmada Bachao 
Andolan h\ the pro-dam lohhv comptismf’ both BJP and Congress(I) 
leaders is set anothet shcu king sign of the intolerance of dissent among the 
political leadership. 
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for diis, wben she went to the Hami airport 
to pick up another artist who was expected 
to arrive that day for a workshop organised 
I in the Fine Arts Faculty. The mob that 
surrounded her had idendhed her as “one of 
those who usually accompanies Medha 
Paikar in Baroda*’ and refused to pay any 
heed to her pleas ftat she was only an artist. 
So much for determination to ensure that no 
review team member would set foot on 
Gujarat soil. 

Frustrated in their attempts to thwart the 
review team—for nobody turned up—the 
B/P-Congress workers seized upon the in¬ 
formation that two persons had arrived by 
the Sayaji Express a^ had proceeded to the 
NBA of^ir^ die railway stadon. At 1 am, 
IS people left the airport and went to the 
NBA ofTice, accompanied by a police jeep. 
They demanded to see die ‘review team 
mernbers’ whointhisinstancewereBagaram 
Tulpule, a long-standing trade unionist from 
Maharashtra and Shama from Pune. NBA 
activists, taken by surprise, denied Uiat any 
such members were in the office and also 
said that they had no information about 
them. Their explanations fell on deaf ears. 
Yogesh Akolkar and the others surrounded 
Medha Patkar who happened to be in the 
office that day and shouted at her to leave 
Gujarat. She was an oitsider, they said, 
having no right to create hurdles in the 
construction of SSP. They told her that they 
were being magnanimous in not causing her 
' bodily harm since she was a woman. (The 
next day, local newspapers reported this as 
being indicative of the culture of Gujarat 
which accords respect to women!) Soon 
afterwards, they began pulling out files from 
the racks in the office and threw them on the 
road, a fui was lifted and flung down from 
the second floor, video cassettes, a slide 
projector and pamphlets followed. A group 
of people waiting on the road spnnkied 
kerosene on the jumbled heap and set fire to 
it Hundreds of people lined up on balconies 
as dwy, along with the police, became mute 
spectators to the unnatural li^t cast by the 
bonfire on the main toad in Dandia Bazar. 
The mob left with threats of more to come. 

At 9.30 a m later that morning, a crowd of 
30 posons gathered on the road again* Four 
to five persons climbed up the steep, rickety 
stairs leading to the NBA office and de¬ 
manded that Medha Patkar and other'activ- 
ists leave the premises, or, they threatened, 
the crowd down below would get out of 
hand. They accused the NBA of taking 
foreign funds, of being outsiders and traitors 
to the cause of Gujarat. A heavy police 
contingent had arrived by then. The police 
joined in the persuasions. Leave for a short 
while and crane back later they said. The 
police also pleaded helplessness in dealing 
with the meagre crowd below and said that 
they were apprehensive that a law and order 
situation would be created if the activists 


insisted on remaining in the office. The 
NBA activists had to therefore leave under 
heavy police bandobast. 

The police had been joined by a contin¬ 
gent of the BSF. Indeed, it is difficult to 
believe that this large police force was not in 
a position to control the crowd. Since then, 
the NBA office has a virtual police chowky 
at its doorsteps. Access to the office was 
denied to the activists who have had to take 
police permission to get in. 

The entire incident has left an ugly mark 
on politics in Gujarat. The skirmish for 
leadership that has ensued after the death of 
Chimanbhai Patel, former C M, has led to a 
situation where every political party is out to 
prove Its credentials through the SSP issue. 
But the use of force and goondaism becomes 
inevitable when rational negotiations and 
discussions evoke a sense of fear, a sense of 
inadequacy. After all, those who favour the 
SSP have equal access to democratic ex¬ 
pression, quite apart from having the back¬ 
ing of state Itself. Instead of taking recourse 
to negouauons through informativeexchang- 
es, sections of the pro-dam lobby seems to 
be bent on treating it as an ‘emotional’ issue, 
which then can ignore, or distort democrabc 
processes. Another plank of the pro-dam 
argument also disregards completely the 
basics of a democratic ethos. It is indicative 
of a nghtward swing which chooses to ex¬ 
hibit an extreme intolerance when it comes 
to dissenting views. 

Take for instance, their accusauon that 
Medha Patkar is an outsider and has no 
business interfering in matters that concern 
Gujarat. Invoking the spirit of temtonalism 
is an old ploy and has been used ume and 
again to justify the dominatirai of the haves 
over the have-nots. Yet, when the dispos¬ 
sessed raise the issue of territorial nghts, 
domination is sought to be jusufied in the 
name of national interests. Besides, what 
are the parameters that determine who has 
the rights to represent people? If the people 
themselves have the right to choose their 
leaders and fora, then the adivasis it would 
seem are less equal than the industrialists 
and nch farmers of Gujarat Much is being 
justified in the name of the people, what 
then of the well known fact that for years the 
people of Saurashtra have consider^ them¬ 
selves distinct from the people of Gujaraf^ 
The merits and demerits of separatism is a 
different issue, but there certainly has to be 
some social and political accounting for the 
grievances of the people who have been 
histoncally oppress^ and marginalised. The 
notion that there exists an overarching 
Gujarati identity which exerts a 
homogenising influence misses out on the 
complexities of a caste-ridden, class-based 
society. Besides, to argue that all non- 
Gujaratis are outsiders comes dangerously 
close to the contention that all minorities are 
‘foreigners’. What then of all the Gujaratis 
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who have chosen to live outside tiie bound¬ 
aries of the stale’’ Or of those Gujaratis who 
have settled abroad and are even at this point 
victims of racial prejudice’’ 

NBA activists are being called traitors to 
the cause of Gujarat, being so defined be¬ 
cause of their opposition to the SSP. Here, it 
IS being assumed that SSP represents that 
interest of the entire slate But this glosses 
over the fact that there are as many truly 
Gujarati men and women who hold the 
opinion that SSP is not the solution to the 
water problems of Gujarat In addition, there 
are scores of people who oppose the SSP 
because, in their opinion, they stand to lose. 
What scope dues the political process in 
Gujarat give to the aspirations of these 
people, who are as Gujarati as anyone 
else’’ A democratic set-up has to accommo¬ 
date varying shades of political currents 
without destroying any one section To 
embark upon a path of physical intimida¬ 
tion simply because there is disagreement is 
to initiate a dangerous process, tor which 
each and every person will have to pay a 
heavy price, no matter what their political 
inclinations 

A brief note must be made here of the role 
played by the Gujarati press in this incident 
While there can be no doubt about its sectar¬ 
ian viewpoint, even granting that the press 
has a nght to hold an opinion, it is difficult 
to condone the valonsation of an act of 
vandalism The sanctity of reportage lies in 
the fact that it at least records events as they 
occur and not present distorted, incomplete 
versions Newspapers can and have drawn 
their own conclusions on events, but it is 
incumbent upon the fourth estate to uphold 
democratic processes rather than applaud its 
destruction. That apart, the Gujarati press 
also seems to congratulate the persons in¬ 
volved on the machismo they have dis¬ 
played by their action, indeed, the entire 
incident is being portrayed as a indication of 
the ‘mardangi’ of Gujarati ethos Dissent 
has been crushed, dissenters warned, mas¬ 
culinity has triumphed The connections 
between this perceived tnumph of mascu¬ 
linity and reportage of airocitics/crimes 
against women by these newspapers would, 
one IS sure, reveal the workings of the very 
same political inclinations 
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Ammonia Storage Tank 
to be Decommissioned 

K Aravindakshan 

All politic al parties and trade unions including the Left in Kerala, have 
taken exi eption to the Kerala High Court directive to FACT, to 
del ommission its ammonia storage facility because it is an environmental 
hazard 


THE rcLcnt epoch-making judgment of 
Kerala I Iigh Court which barred appeal to 
the apex court on the public interest litiga¬ 
tion case filed by a few environmental activ¬ 
ists and Sarvodaya workers, directing the 
management ot the Fertilisers and Chemi 
cals Iravantore (FACT) Udyogamandal, 
nearAlwaye bmakulam district todecom 
mission Its ammonia storage tank liKated in 
Wellington Island Cochin within three 
months has, presumably evoked mixed re¬ 
action While the environmentalists and 
social workers as well as the general public, 
besides a number ol non governmental 
organisations (NG(^s) like Desiya Shastra 
Vedi have whole hearlcdl> welcomed the 
high louit directive almost all the political 
parties and trade unions in the state includ 
ing those oi the Lett, have predictably, 
come out with a banage oi criticism against 
the wcll-intentioncd judgment 

'Fhe Kerala legislaiise assembly during 
Its budget session w linessed a curious scene 
obviously due to lack ol proper lloor co¬ 
ordination, wheie two members ot the Op 
position, one belonging to the (Tl and the 
other to the CFKM) the two leading con 
stiluenisot the I Dl pleaded with the spcviker 
vociterouslv com|Kling lor pemiission to 
move the motion sccAing adjoummcni ol 
the proceedings to discuss the serious rami 
flcalions ot the matter I his seemingly un 
reasonable anxiety to steal the show was 
over a matter which h.id been hanging fire 
forquite some time And strangely enough 
the PACn authonties had done nothing to 
allay (he legitimate tears ot the public at 
large over this period which obviously 
iorced the dcspeiatc and iiate agitators to 
seek the intcivcniion ol the high court Why 
did none of the major political parties and 
trade unions owing allegiance to them tail to 
make any attempt to pcisuadc the manage 
ment ol the ctimpany to seek viable altema 
lives lor storing imported ammonia or to 
enhance its in house pioduction al the ap 
propriatc time’ 

The trade union organisations under the 
joint auspices of the AITUC Cl FU. IN FLIC 
and a host ot otheis had meanwhile 
organised a massive piotcst rally against the 
high court ditcciivc nut ottered dharna in 
the couit premises in iv iin bid (opressuiise 
the high couil to reconsider its ruling It is 
now learnt that the I AC I man igement is 
contemplating tiling a special leave petition 
betore the Supreme ( ouil the outcome of 


which IS unpredictable The government of 
India, on its part is reported to be consider¬ 
ing measures to shilt the location ot the huge 
ammonia storage tank which is easier said 
than done in view of the heavy financial 
commitment involved in it 

It IS true that if the high court order to 
decommi ssion the 10,000-tonne storage tank 
in three months is going to be implemented. 
It can have serious implications for FACT, 
the largest importer ot ammonia in the coun¬ 
try Hiough the company meets half its daily 
rcquiicmcnts from in-house production, the 
authorities arc womed that it would result in 
a shortlall in ammonia production by 8 lakh 
tonnes in (crtiiisers and 50,000 tonnes in 
caprolactam m one lull year of operation 
I he estimated pnxluction loss to FACT will 
be of the order ol Rs 700 crore against the 
total turnover ot the company during 
1092-03 amounnng to Rs 750cmre The poor 
lurnovci has been attnbuted to the sluggish¬ 
ness of the market and frequent changes in 
government policies Based on the track 
record ol the first live months of the current 
financial year, the anticipated production 
loss will amount to several hundreds of 
crorcs of rupees 

While FAC I depends on 850 tonnes of 
imported ammonia everyday, its in-house 
production is only 750 tonnes The require¬ 
ments ot the urea plant are today met from 
in house production and so, the closure of 
the storage tank will definitely tell upon the 
production ot a combination of fertilisers 
and ammonium phosphate 

Fhe anxiety of trade union organisations 
ot various hues is understandable because 
the jobs of 5,()00 employees are at stake as 
the immediate lall-out of the implementa¬ 
tion of the court directive The FACT man¬ 
agement IS not only under pressure to ap¬ 
proach the apex court with a special leave 
petition, but also to explore possibilities to 
bridge the gap in ammonia production The 
company proposes to approach the fertiliser 
units in the neighbouring states, like 
Mangalore Chemicals and Fertilisers (MCF) 
in Karnataka and the Southern Petrochemi¬ 
cals (SPIC) in Tuticonn in Tamil Nadu with 
a request to lease out the excess capacity in 
their tanks at least as a stop-gap arrange¬ 
ment Railway tankm will have to be ac¬ 
quired to tr.msport ammonia from these 
locations However, it is not yet certain 
whether these (wo units do have excess 
capacity, and if it is available, whether these 


companies are willing to allow its use An¬ 
other option being thought of is to assess the 
feasibility of tapping ships from the outer 
harbour at Kochi, pumping the ammonia 
into large barges and directly transporting 
supplies to the factory sites 

Whatever be the alternative, the task is 
really stupendous mainly because the costs 
to be incurred will be prohibitive which the 
FACT management can ill-afford in the 
context of the poor financial performance of 
the company The production loss totalling 
Rs 700 crore would imply additional import 
ot fertilisers and caprolactum involvm^the 
outgo of valuable foreign exchange, though 
our prime minister has declared the 
government’s intention to impbrt tertihsers, 
come what may 

In the meanwhile, true to our nauonal 
tradition of growing wiser after the event the 
Kerala industnes minister P K Kunhalikutty 
stated in the state assembly that with almost 
75 per cent ol the ammonia intake of FACT 
being stored in Wellington Island, the com¬ 
pany management was seeking three years' 
time to decommission the existing storage 
tank and to commission the company's own 
captive plant at an alternative site He also 
shared the concern expressed by the mem¬ 
bers of the assembly about the ultimate 
impact of the high court verdict on the jobs 
and livehhood ot 5,000 employees directly 
and another 25,(XX) employees indirectly, 
spread over the whole of south India The 
entire farm sector m the southern states 
would be starved of ammonia-based 
fertilisers 

It IS also necessary to examine, in this 
connection, the real national ramifications 
of the high court ruling since they tend to 
transcend the boundanes of Kerala and can 
be quoted as a precedent against 22 or so 
similarly located ammonia storage tanks 
along the ports of Bombay, Mangalore, 
Madras, Goa, Tuticonn, Vuag Paradip and 
Kandla, to mention a few The storage tanks 
in these and other places serve as sources of 
ammonia supply to fertiliser plants like 
MCF, SPIC, Paradip Phosphates, Zuan 
Agro, and Rashtnya Chemicals, among oth¬ 
ers Maybe, most ol these tanks have been 
set up much later than FACT’S Wellington 
Island unit But the fact remains that even¬ 
tually the late of the other tanks will be no 
different Fhe tanks at Madras, Tuticonn in 
Tamil Nadu and Kandla in Gujarat are older 
than that of FACT which was commissioned 
only in 1976 It is time that all these fertiliser 
companies woke up from their slumber and 
took steps to install their own captive am¬ 
monia production units, free from environ- 
menul hazards, as quickly as possible, so 
that their entire ammonia requirements can 
be met by in-house prtxjuction Environment¬ 
al activists in other states cannot be ex¬ 
pected to sit quiet and allow things to dnft 
if they too decide to approach the courts in 
their respective states, fertiliser production 
of all these plants will come to a standstill 
with serious repercussions, on the farming 
ccunmunity 
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Sodal Explodm in France? 

Raghn Kriihnan 


The protests of several hmdreds of thousands ofstuderas, unemployed and 
semi-employed youth, teachers, trade unionists and social movement 
activists in March reveal the growing anger with government measures 
that intensify unemployment and social insecurity, especially among the 
youth. 


THERE is much talk of ‘social explosion’ 
these days in Prance. In the last three weeks, 
several hundreds of thousands of post-sec¬ 
ondary and high school students, unem¬ 
ployed and semi-employed youth, teachers, 
trade unionists and social movement activ¬ 
ists have taken to the streets in protest. 
Coinciding with all the international fanfare 
around the G-7 ‘employment summit’ in 
Detroit, the protests reveal growing anger 
with government measures that intensify 
problems of unemployment and social inse- 
:urity. especially among youdi. They also 
reveal that the right-wing government and 
!he country’s elites have no qualms about 
:uming to the police to shore up their in- 
:Feasingly discredited order. 

‘On prefere descendre dans la rue qu'y 
Inir' (‘We’d rather take to the streets than 
;nd up in them’). With this slogan, the first 
wave of student demonstrations last fall had 
>et the tone for the current round of student 
ind youth protest in the country. 

The current right-wing government is 
launted by images of May 1968 when stu- 
knt protests led to a month-long general 
itrike of 10 million workers and created a 
iituation that sent de Gaulle scampering 
)ver to Germany to see if he had the support 
>f French troops stationed there. More re- 
ently, it was student protests thatevenlual- 
y led to the fall of the 1986-1988 right-wing 
;ovemmenl of the current mayor of Paris, 
facques Chirac. 

The government of prime minister 
^ouard Balladur is all the more edgy be- 
:ause this is the latest and most widespread 
n a series of challenges that began last fall, 
t all got started with the strike at the public 
ector airline. Air France, where technical 
tnd service personnel went so far as to 
iccupy runways at the Charles de Gaulle 
ind Orly airports in Paris to demonstrate 
heir opposition to job and salary-cutting 
neasures. The government was forced to 
lack down, and the head of Air France to 
esign. Nation-wide polls taken at the time 
howed majority support for the strikers' 
nilitant tactics. At the same time, the first 
igns of student unrest emerged in opposi- 
ion to plans to cut back student housing 
irants, against underfunding of the educa¬ 


tion system and hiring cuts in the public 
service. 

The next wave of protest arose in opposi¬ 
tion to government plans to devote more 
public funds to the private (and largely 
Church-run) school system. On January 16, 
the largest demonstration since the late 1960s 
brought some 1,50,000 people from across 
the country to Paris, in defence of fully- 
funded, uraversally accessible and secular 
public schools. Once again, prime minister 
Balladur was forced to do an about-face. 

In February, it was the turn of the Atlantic 
fishmg communities to nse up against a bad 
situation made worse by the collapse of 
prices and government support that have 
accompanied the ‘free trade’ unleashed by 
the priKess of European unification and the 
recently concluded GATT negotiations. In 
the violent confrontations that ensued, the 
old parliament building in the provincial 
capital of Rennes was .burned down by a 
stray flare or an exploding police tear gas 
canister. 

And finally, just before the latest round of 
protests, violent clashes continued over sev¬ 
eral days in the suburbs of Paris, largely 
pitting the teenage children of Arab and 
Black immigrants against local police 
forces. 

Cut-Rate Salaries 

The object of the latest unrest is a package 
of government labour reforms—known as 
the ‘CIP’, the French iniuals for ‘contract 
for professional integraUon’—that make it 
cheaper for employers to hire youth in all 
categories, including university and techni¬ 
cal school graduates. 

Although promoted by government 
spokespersons as a plan to fight unemploy¬ 
ment, there is every reason to believe that 
the reforms wilt do nothing of the sort 
Those youth hired at the proposed lower 
wage would often be merely replacing an 
older worker neatly disposed of through an 
early retirement package or simply dis¬ 
missed. In other cases, many youth that 
would have been hired anyway at the full 
wage will now be hired—after six months 
of unemployment for degree-holders—at 


a wage anywhere between 20 per cent 
and 70 per cent lower than before, accord¬ 
ing to age and the level of post-secondary 
education. 

A job ‘created’ in this way can last for s 
maximum of two years, after which time the 
employer can take the person on at full wage 
or hire another cut-rate youngster. It is not 
difficult to figure out that the employer will 
usually go for the latter option—if the posi¬ 
tion IS fliled at all, that is. And to make 
matters worse, the reform would furthei 
reduce the purchasing power of the general 
public in an already depressed economy. 

An article in the daily Le Monde put it 
best: ‘The CIP does not so much create as it 
does generalise the (youth minimum wage), 
with a 20 per cent cut in the professional 
imnimum wage for degree-holders. More 
generally, employment policy over the last 
IS years has had hardly any effect on youth 
hinng, in spite of all the [tax and social 
security] exemptions offered to employers. 
At the .same time, the over-50 age group has 
been massively onented towards early re¬ 
tirement schemes. The result; access to 
employment is de facto reserved in the main 
for those between 30 and 50 years old." 

The CIP blow has been hardest for the 
very students that bought all the arguments 
about the need for people with a technical 
education. Since the 1980s, middle-class 
youth in all the western industnalised coun- 
tnes have been told that this is the way to a 
secure future—and the way to lead their 
countries out of recession. Now, the govern¬ 
ment and employers are telling them that the 
economic and professional value of their 
degrees is not so great after all. And these 
technical graduates have seen their unem¬ 
ployment rate nse to 10 per cent, a five-fold 
increase in the last four years. 

No surpnse, then, that it is the sons and 
daughters of ‘La France profonde'—white, 
middle-class families in cities and towns 
outside Paris—that now find themselves in 
the front lines ol a showdown with the 
government and its police. 

Tm- Spark 

But unemployment and insecurity run 
rampant through all categories of French 
youth. Nearly one-quarter of France’s four 
million unemployed arc under 25. Those 
with jobs find themselves increasingly in a 
part-time, unstable situation. The situation 
for the children of Arab and Black immi¬ 
grants IS even worse, and further aggravated 
by constant police harassment and the grow¬ 
ing xenoph^ic climate in the country. 

In a society that considers sexual activity 
and expcnmentation as a natural and healthy 
part of growing up and of life itself, the 
inability of authorities to deal with the AIDS 


Bconomic and Political Weekly April 30, 1994- 


1061 



epidemic in anything but a moralistic, au- 
thoritariim and stop-gap manner has been 
died as another major source of insecurity 
and frustration. A clear sign of this growing 
‘sexual discontent' among youth appeared 

E t before the recent outbreak of student 
test, after the government’s radio and 
vision authority announced it would be 
taking a popular youth phone-m sex and 
relationships councilling radio show off the 
air if it did not censor the language ofpeople 
calling in. 

The show, called ‘Lovin’ Pun’ on the PM 
station ‘Pun Radio’, has a nightly audience 
of several millions, making it the most 
popular radio show in the country. Follow¬ 
ing the government announcement, there 
was an outpouring of support—calls, let¬ 
ters, faxes, spontaneous demonstrations— 
from thousands upon thousands of the 
programme’s listeners. As a result, ‘Lovin' 
Pun’ is still on die air—live and uncensored. 

Suffice it to say that a youth revolt was 
brewing in the country, and the CIP legisla¬ 
tion provided the necessary spark. The dy¬ 
namism and inventiveness of this move¬ 
ment would enliven even the dullest of 
spirits. Many high schools and colleges are 
on strike, some universities are occupied, 
and diere are general assemblies to organise 
the movement and give everyone their say. 

The demonstrations—that have taken 
place even in the smallest of communities— 
are specked with colourful banners and plac¬ 
ards, with irreverent chants and songs Hlling 
the air. They have often headed to local 
high-speed train stations and highways— 
those symbols of the glorious ‘moderni¬ 
sation’ that has left them out—to hold up 
traffic or gently march in front of it to their 
next destination. Demonstrations in some of 
the bigger cities—Pans, Lyon, Toulouse. 
Lille, Nantes—have been joined by large 
contingents of high school youth and unem¬ 
ployed teenagers from the working class 
suburbs. These are often the largest and 
most militant contingents, and are certainly 
the most diverse in terms of their ethnic and 
gender composition. 

‘Lrs BbURs’ AND 'Lbs Blacks’ 

The participation of these youth from the 
working class and heavily immigrant 
‘banlieues' (suburbs) has increased the stakes 
of the stand-off, and touched the rawest 
nerve of the French nght-wing. It seems 
there is nothing the country's rulers fear and 
liate more than the children of Arab and 
Black immigrants, all the more .so if they are 
joined by their white class- and work-mates. 

From the early- to mid-19K0$, these chil- 
Iren of immigrant workers were at the cut¬ 
ting edge of struggles for democracy and 
social justice. They have played a decisive 


role in.each wave of mass youth protest that 
has followed their cross-country ‘Marche 
des Beurs’ (‘Beurs’ is slang for the children 
of Arab immigrants) and the ‘Marche pour 
I’egalite’. The fact that their movement was 
betrayed and crudely co-opted by the So¬ 
cialist Party government at the time—and 
then frontally attacked by the ri^t-wing— 
has been a significant contributing factor to 
the current despair and disorientation in 
their ranks. 

The response of the authorities to diis new 
turn in the movemoit has been as predict¬ 
able as it has been unfmtunale. In reply to 
some isbiated incidents of looting and stone¬ 
throwing, the government—in the shape of 
the arch-reacdonary interior minister Charles 
Pasqua—attempted to justify its stepped up 
repression of the whole movement by de¬ 
crying the presence of those who woe alleg¬ 
edly trying to use it to further their own 
violent and criminal ends. 

The racial overtones have been barely 
hidden. To drive the point home, two teen¬ 
age students of Algerian origin, Mouloud 
Madaci and Abdelhakim Youbi—both in 
France for several years—were arrested af¬ 
ter one of the demonstrations in Lyon and, 
without even a proper trial, expelled on a 
ship to Algeria. 

'fhe response of the protest movement, 
progressive lawyers and immigrant tights 
activists in Lyon was swift and inspiring, 
although thus far inadequate. Banners at the 
30.000-strong March '25 demonstration 
against the CIPread ‘Libereznoscamarades’ 
(‘Free our comrades’) and had the names 
Abdel and Mouloud decorated with flowers 
and peace signs. Some 1,500 protestors 
camped out in front of court buiWngs and 
were there when the order came down from 
a national legal body: Mouloud and Abdel’s 
expulsion was illegal; diey were to be re¬ 
turned to French soil at once. 

For the moment, however, the Lyon po¬ 
lice have challenged the ruling, and the two 
teenagers are awaiting their return to France 
in the transit zone of the port of Algiers. 

Statf’s Violent Antics 

For now, at least, attempts such as this to 
divide and break the movement have been 
ineffective 

It certainly has not been for lack of trying 
though. There can be no getting over the 
lengths to which the police will go to break 
up demonstrations—water cannons, tear gas, 
plastic bullets, and charges of Uuncheon- 
swinging and hcimeted police. 

It IS clear that the government wants the 
demonstrations to degenerate into a free for 
all, all the better to discredit the movement. 
The daily Liberation reports eyewitness ac¬ 
counts of bystanders at the March 25 Paris 


demonstration whosaktit waaplaiii-clolliM 
policemen who initially smashWl shop win¬ 
dows, in order to justify another indiscrim- 
inaie round of truncheon-swinging by their 
uniformed colleagues. On severaloccasions, 
uniformed and plain-clodied police alike 
have injured media photographers and cam¬ 
eramen in order to prevent them from cap¬ 
turing their antics on film. 

What kind of society does a govonment 
that responds to the most vilnant and criti¬ 
cal-minded segments of its youth in such a 
manner hope to build? 

There will be another national day of 
student and youth demonstrations on March 
31, with the possibility lhatbveryone will 
head into Paris as is the custom whra people 
want their message to be heard. 

It is clear tliat the role of the labour 
movenrent is decisive if the government is 
to be stopped in its tracks. Seeing the CO* as 
a dear attack on their members and on 
workers’ rights generally, the country's trade 
union federations stag^ their first united 
action since 1962, a nation-wide tternon- 
stration of some 2,00,000 people on March 
12. Hopes are that this spirit of unity can be 
translated into some str^ action—-there is 
talk of a general strike in early April, to 
coincide with a national day of student 
demonstrations. 

The role played by university arts and 
sdence students will also be a decisive 
factor. In May 1968 it was these students 
that played the leading role. Thus far, they 
have largely remained on the sidelines, witt 
the idea that the CIP will not affect them. 
There have been some signs of movement, 
however. Late last week, for example, 600 
students occupied university buiWngs at 
the Tolbiac campus of the Univetsity of 
Paris. 

On April 6. a cross-country trek by the 
new ‘ Agir contre le chomage! ’ (‘Act against 
unemployment!’) campaign will begin. It is 
scheduled to end with a huge march on Paris 
at the end of May. The campaign involves 
trade unionists, unemployed activists, hous¬ 
ing rights activists and people from the 
women’s and other social and democratic 
movements. The campaign calls for a radi¬ 
cal reduction in the woiking week with no 
reduction in pay—alongside increased tax¬ 
es on corporations and speculation—as the 
only feasible and socially just way to mas¬ 
sively reduce unemployment. 

So the stage is set for at least another few 
weeks of struggle in the country. Whether a 
‘social explosimi’ is in the offing remains to 
be seen. There is a goocTbhance the govern¬ 
ment will soon revoke the CIP legislation. 

Whatever happens, the protest movement 
has certainly provided a much needed breath 
of fresh air. 

March 27. 
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PERSPECTIVES 


Making Sense of Government’s Macro 
Economic Stabilisation Strategy 

Amiya Kumar Bagchi 


While it may be doctnnally correct to critu ise the government for not 
doing things that it could not reasonably be expet ted to do, it is not ver\ 
sound political economy or economic sociology to harp on those failures 
It IS much more fruitful to find out how and why the government has 
fashioned the particular strategy it is following 


THE present Indian g({>vemmenl has been 
accused of not promoting growth, not mak^ 
ing a real dent on poverty, not seeking to 
bring down the burden of external debt 
and thereby eliminating the threat of yet 
again getting near a situation where for¬ 
eign bankers would not honour Indian 
letters of credit, and finally not promoting 
technological self-reliance through an ap¬ 
propriate policy of innovation, adaptation 
and absorption of technology Suppose 
that all these accusations are true One 
reply would be that apart from the charge 
of not seeking to promote growth, the rest 
would also apply to the policies of most 
governments at the centre since the mid¬ 
dle of the 1960s Which government’s 
policies made a real dent on poverty’’ It is 
claimed that during the late 1980s the 
proportion of population living below the 
poverty line tended to decline But surely 
this was more a by-product of the growth- 
promoting policy of the Rajiv Gandhi gov 
ernment and the lucky occurrence of sev¬ 
eral good monsoons than of any properly 
target-oriented poverty eradication strate¬ 
gies And the near-default situation that 
India reached was a direct result of the 
policy of the Rajiv Gandhi government 
which sought to promote growth by bor¬ 
rowing heavily abroad So why should the 
new government take upon itself the task 
of promoting poverty reduction, techno¬ 
logical self-reliance or a greater degree of 
independence when the immediately pre¬ 
ceding one had not done so’’ Has its sup¬ 
port base shifted towards a set ot classes or 
groups which would tcel aggrieved il 
growth IS not accelerated, poverty is not 
reduced or dependence on external loans 
or aid IS increased’’ Or, look at another 
aspect of Its revenue and expenditure pol¬ 
icies This government has further accel¬ 
erated the process of revenue gathering 
through indirect taxes and administered 
pnees and has made it clear that those who 
possess money-earning assets will contin¬ 


ue to be favoured by the tax policies 
policies geared towards a creeping 
privatisation of public sector enterprises 
and further deregulation of the capital and 
money markets Again, some of the in 
struments for shovelling incomes towards 
the rich may be relatively novel, but is the 
general policy of tavounng the rich and 
especially the up and coming dealers in 
money and assets who want to make mon 
cy hand over fist all that different from the 
policies pursued by the undivided Janata 
Party government or the succeeding Con 
gress governments’’ After all, it is the up 
and coming rich who provide the money 
muscle and media coverage lauding the 
achievements of this liberalising govern 
ment who want to get India into the mam 
stream of liberalising policies as a means 
ot allowing the Indian Joneses to imitate 
the life-styles of Donald Trump Adnan 
Khashoggi. Alan Bond or Ravi Tikkoo 
Money is needed in order for the govern 
ment to be able to manipulate voters 
legislators and opinion-makers and the 
government cannot afford to alienate peo 
pie who have money and who expect to 
continue making money and ever more 
money through the policies pursued bv the 
government 

So while It may be doctnnally correct to 
criticise the government for not doing 
things that it could not reasonably be 
expected to do, it is not very sound polit¬ 
ical economy or economic sociology ti 
harp on those failures It is much more 
fruitful to find out how and why the gov 
ernment has fashioned the particular strat 
egy It IS following One answer is that all 
the elements of the strategy arc worked 
out in Washington. DC But again that is 
not a fully adequate answer While there is 
a generic similarity between the structural 
adjustment policies (SAP in short) res 
ommended for and imposed upon the dif 
ferent client nations of the IMF and the 
World Bank, there are also differences in 


the spicils with which the overall package 
of SAP or different elements of it arc 
sought to be implemented in different 
countries Why such differences arc al¬ 
lowed within the canon would be a fasci¬ 
nating but highly time consuming enqui¬ 
ry A shoiicr approximation is to be found 
in figuring out the aieas in which depar¬ 
tures from the recommended package have 
been allowed in the case of a particular 
country si/ India whose policies arc 
under discussion at the moment 

In the Indian c.ise departures have been 
allowed from the recommended package 
in two critical areas One of these is the 
budget detii It fiscal deficit revenue 
deficit or whatever other concept ot def 
icil IS used for a particular round of eval¬ 
uation The deficits lecordcd by the re¬ 
vised budget ol 199') 94 are way beyond 
those which had been targeted earlier and 
thc> arc threatening to exceed all the ear¬ 
lier historical records fhc second area 
where departure has been permitted is full 
convertibility ot the rupee after the bouts 
ot devaluation in 1991 and the subse 
quent abolition ot the dual exchange rate, 
the government has in cltect maintained a 
lairiy steady exchange late for the rupee 
during the last two years and the Reserve 
Bank ot India has intervened repeatedly in 
the market in ordei to keep the exchange 
rate within a t iirlv n mow band 

Iniirnai andIxiiknsi Baianci' 

Tlic government has in tact chosen one 
of the I oulcs I ccommcnded by the I Icming- 
Miindcll solution to the assignment prob 
1cm under a regime of less than perfect 
capital mobility niniely the use of mon 
ctary policy to achieve external balance 
and the use of lisc d policy to achieve 
internal balance The concept of balance 
will have to be defined ol course in the 
current context of Indian political econo 
my ' Internal bal nice means fulfilling 
the income aspirations of the top 10 per 
cent of the income earners of the Indian 
population It doc s nut matter it the aspi 
rations ot the other 90 per cent are Irustrat 
cd They h IV c no unique fcKal organisation 
which can be used to bend the government 
to their wilt Moreover large sections of 
the other 90 per cent are linked by various 
patron client relations to the politicians 
who claim to mediate between the tup 10 
and the bottom 90 percent fhe fulfilment 
of aspirations ol the lop 10 per cent will 
also have to he inteipreted in aggregate 
rather than sectional terms or in terms ol 
universal satislactionol aspirations Some 
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sections of the 10 per cent may lose out but 
the pi^ocess of liberalisation opens up pos¬ 
sibilities ot mobility from the losing seg¬ 
ment to the winning segment. Of course, 
such niobility is available only to those 
who belong to certain ’opportunity brack¬ 
ets’, shall we say, in terms of income, 
assets, education, caste or community af¬ 
filiation or political connection. 

‘External balance' is also to be inter¬ 
preted not as an absence of a balance of 
payments deficit but as an acceptable com¬ 
bination of a maximum amount of balance 
of payments defleit, a minimum rate of 
reduction of the current trade deficit, and 
the building up of a substantial foreign 
exchange re.servc. As in the case of the 
internal balance, the definition of the ex¬ 
ternal balance is greatly dependent on the 
policy-makers' assessment of what their 
backers and their ultimate masters want, 
in this particular case, the backers are 
Indian and non-Indian traders and finan¬ 
ciers who are likely to move liquid capital 
into India for speculation, but on a medi¬ 
um-term rather than a short-term basis, 
big foreign or Indian-owned companies 
who will want a piece of the action if the 
action is cheap and reasonably riskless, and. 
of course, the twin watchdogs of global 
capital, viz, the IMF and the World Bank. 

Among the troubles the government con¬ 
fronted in June 1991 the most dangerous 
in its view was the slimness of foreign 
exchange reserves, the drying up of all 
sources of long-term and even short-term 
accommodation finance from foreign 
banks or foreign suppliers; associated with 
that was an enormous amount of outflow 
of hot money from India. It was no conso¬ 
lation for the government to know that 
much of that outflow was triggered by 
expectation of an imminent dose of deval¬ 
uation. As a way of confidence-building 
with the twin Washington watchdogs 
(which was also a way of reassuring the 
operators in the hot money market about 
the orthodox inclination of the policy¬ 
makers), the government undertook the 
two-step devaluation of the rupee and the 
introduction of a dual exchange rate sys¬ 
tem. Again, one can raise questions about 
why and whether the two-step devaluation 
was necessary. But in the long run what 
mattered was the fact of the devaluation as 
a critical step in ensuring various kinds of 
back-up Finance from the IMF and the 
World Bank. Again whether devaluation 
as such would lead to a greater value of 
exports (measured in foreign currency) 
was a secondary consideration. Devalua¬ 
tion, across-the-board deregulation and 
bringing down of tariff rates and casing of 
import quotas were needed to gain the 
confidence of the IMF, the transnational 
banks and non-resident Indian investors. 


The confidence was gained at least to 
the extent of allowing the reserves to rise 
to a level of about $ 12 billion by the time 
the budget for 1994-93 was presented.^ 
The fact that after remaining stagnant for 
a year and a half, exports rose by about 20 
per cent in 1993-94 helped marginally in 
this process: a decline in international oil 
prices and stagnation in import-intensive 
industrial production also helped in bring¬ 
ing down the balance of payments deficit. 
But no significant addition to reserves 
took place through export expansion and 
import compression. Virtually all the ad¬ 
dition to foreign exchange reserves ac¬ 
crued through new IMF loans, NRI depos¬ 
its, and further commercial borrowing. 

Growth op Some Incomes 

During the process of structural adjust¬ 
ment started in June-July 1991, the record 
of industrial growth has been dismal. Dur¬ 
ing the last year, even the agricultural 
sector has remained stagnant. All the so- 
called growth has taken place through the 
burgeoning of services, and it is not cer¬ 
tain how real or how robust even that 
growth is. But what matters fur the gov¬ 
ernment’s performance is not growth in 
the usual national accounting sense but 
the growth of incomes of the backers of 
the government. There is no doubt that 
traders, financiers, stockbrokers, and even 
entrepreneurs in sectors which were earli¬ 
er stilled by government regulation (as, 
for example, in computer-related servic¬ 
es). certain groups of exporters, foreign 
and Indian entities making a kill in the 
purchase of public sector shares or the 
assets of defunct public enterprises, and 
transnational corporations about to grab 
large chunks of industry and real estates in 
India have all benefited from the kind of 
growth the government has promoted.' 

If we keep this in mind then we should 
not be surprised that the government has 
been able to flout some of the injunctions 
of the IMF canon and yet been able to 
retain the confidence of the Washington 
twins, and of the big Indian, NRI and 
foreign businessmen. The most important 
of these flouted injunctions, as mentioned 
already, is the promise to bring down the 
fiscal deficit. From the beginning of the 
current bout of SAP, it was clear that the 
IMF would accept a large degree of win¬ 
dow-dressing as far as the letter of the 
instrument of understanding is concerned, 
because it would be a bad day for the IMF- 
World Bank image of vigilant watchdogs 
of global capitalism if India were to actu¬ 
ally declare a moratorium on her foreign 
loans. As it happens, the limits for fiscal 
deficits were violated in the actual or 
revised budget figures for both 1992-93 


and 1993-94, and resoundingly so for the 
latter year. The finance secretary of the 
government claimed bravely that these 
limits were flouted in the interest of growth. 
In that case what was all that hullabaloo 
about bringing back fiscal discipline into 
government finances and doing it mainly 
by slashing public capital expenditure and 
crippling the financial resources of the 
state governments? After all, the latter are 
responsible for most of the expenditures 
on the social sector, and public sector 
investment has been found to be a key 
element in promoting industrial growth in 
the past. In fact, much of the fiscal deficit, 
in spite of all these draconian measures 
imposed on the favourite whipping boys 
of the IMF and the central government, is 
due to excess expenditure for purposes of 
buying political support and shortfall in 
revenue realisation from direct taxes and 
from customs duties—both shortfalls be¬ 
lying the government' s (and Chelliah Com- 
mittce’s) optimi.stic estimates of revenue 
elasticity of tax cuts. But these deficits 
certainly fed the ’growth of incomes’—of 
the key political support bases of the gov¬ 
ernment. These bases include, apart from 
the sections of the population already men¬ 
tioned, the rich farmer lobby. So the gov¬ 
ernment may decide virtually to kill large 
segments of the domestic fertiliser indus¬ 
try by withdrawing their subsidies or bud¬ 
getary support (and closing the bank fi¬ 
nance route of survival for them). But it 
dare not make a big dent yet on the subsi¬ 
dies available to the farm sector and espe¬ 
cially that part of it which has gained 
repeatedly from the raising of farm sup¬ 
port prices above the equilibrium market 
prices or cost-based prices. The govern¬ 
ment also has tried to reassure the rich 
farmers that they will gain enormously as 
a result of the new GATT treaty and the 
permission to export any and all agricul¬ 
tural products. 

In view of the stagnation in industrial 
growth, the government has from time to 
time reduced the interest rate (that is, the 
prime lending rate) from the very high 
levels to which they had been jacked up 
soon after it came to power. However, 
they are still much higher than rates of 
interest prevalent in developed market 
economies. It is a moot question as to 
whether a reduction in the rate of interest 
is a very effective instrument for stimulat¬ 
ing domestic industrial growth, when all 
the other signals would induce caution and 
postponement of decisions on the part of 
ail but the really big players who are 
confident of dominating their segment of 
the market. Apart from that, the govern¬ 
ment will have to keep a sufficiently large 
(open or covered) interest differential to 
continue to attract mobile international 



funds and keep up a respectable volume of 
foreign exchange reserves. The govern¬ 
ment will also have to keep the rate of 
exchange stable within certain limits (apart 
from a one-step devaluation at rather long 
intervals, if the need arises). It has had to 
intervene in the foreign exchange rate in 
order to keep the rupee from depreciating 
(and in some cases also from appreciat¬ 
ing) even though such depreciation rnight 
have helped international competitiveness 
in some export segments in this warfare of 
beggar-my-neighbour policies. 

Role of Cheap Labour 

How do the backers of the government 
then expect to make money with stiff 
interest rates and stagnant industrial pro¬ 
duction over all? There are several strate¬ 
gies, some of which may be operated in 
combination, open to them. One is to rely 
on the cheap labour costs in India. India 
must be now one of the lowest-wage coun- 
tnes in the world with a reasonably full 
complement of technical and managerial 
skills diffused among the population. In¬ 
stead of trying to develop new industrial 
skills, the intending money-makers are 
going to draw on the accumulated balance, 
hoping that the exercise itself will gener¬ 
ate new skills. The segments they will 
choose are those in which cheap skilled or 
semi-skilled labour will compensate for 
high capital costs. The strategy the gov¬ 
ernment has followed of beating down the 
power of trade unions and creati ng a larger 
and larger reserve army of labour for po¬ 
tential entrepreneurs to draw from is very 
much linked with its perception that mon¬ 
ey can be made in India only in labour- 
intensive industries utilising skilled but 
low-wage labour—for example, textiles, 
leather goods or crude engineering prod¬ 
ucts. That in a stagnant or slow-growing 
home market the producers of such goods 
will have to seek markets abroad is good 
news for the government’s (and its pa¬ 
trons’) objective of making the Indian 
economy fully open to the gales blowing 
from the ocean of international markets in 
goods and capital (but, of course, not 
labour). 

If it is argued that there is not going to 
be much increase in employment in the 
organised sector in the near future, the 
reply will be that in the 1980s even with 
the 21st century fantasy programmes of 
the Rajiv Gandhi government, there was 
little growth in employment in the 
organised sector, except for the subsector 
under the control of state governments. 
What is likely under the new scenario is 
that while organised sector employment 
will decline, the informal sector will ex¬ 
pand, both because there will be many 


more desperate subsistence seekers in the 
labour market (all the survivors of accel¬ 
erated population growth of the 1960s are 
full adults now) and because there will be 
entrepreneurs (many of whom will be sub¬ 
contractors of the export houses and 
transnational corporations) keen to ex¬ 
ploit cheap labour and stake their fortunes 
on exports under the liberalised GATT 
regime. This last consideration along with 
the hopes held out to rich farmers is a 
major incentive for the government to 
sign the new GATT treaty. Of course, 
there were pressures for signing the agree¬ 
ment exert^ by all the G-7 countries, and 
other major players, but if foreign pres¬ 
sure renders it politically feasible to pur¬ 
sue a policy which would have been sensi¬ 
ble but not feasible without the pressure, 
then should such foreign pressures not be 
welcome? Was it not one of the arguments 
for getting India invrflved in an 
unsustainable foreign debt regime that 
such a politically unpalatable but eco¬ 
nomically sensible commitment could be 
extracted from her?^ 

Critics might argue that the new policy 
is pushing India back to the position of 
South Korea or Taiwan in the early I960.s 
without any of the advantages of the com¬ 
plete underwriting of South Korea’s and 
Taiwan’s balance of payments deficits 
and a privileged opening of the western 
markets to the exports from the then low- 
wage production platforms. The govern¬ 
ment might retort, ‘What’s wrong with 
such a .scenario?’ The opening up ot tex¬ 
tile markets under the GATT treaty will 
provide large enough markets for India in 
the near future, and the foreign exchange 
reserves combined with the new export 
earnings will provide the needed rcsouices. 

AsPEcrs OF Inflation 

Critics might point out that the current 
levels of government deficits, the substi¬ 
tution of a truncated system of MOD VAT 
or a rationalised system of excise duties 
and the successive increases in adminis¬ 
tered prices has already led to an acceler¬ 
ation of the rate of inflation. Now there aic 
several aspects of the acceleration of price 
rises, and the government would be less 
concerned with some of them than with 
others. The first aspect is the impoverish¬ 
ment of the poor. In most periods of infla¬ 
tion at a high rate in our country, the poor, 
especially the agricultural labourers, arc 
hit hardest since the price index of their 
consumption baskets goes up higher than 
the index for goods consumed mainly by 
the richer people. On the other hand, the 
agricultural or informal sector wages ad¬ 
just only slowly to the rise in prices This 
development is unlikely to exercise the 


government too much. The fall in real 
wages in some areas may even be wel¬ 
come to the entrepreneurs who hope to 
utilise an ever-cheapening labour force. 
The markets for the goods sought to be 
produced by them will be found abroad 
rather than at home—that is the calcula¬ 
tion of the government—so the contrac¬ 
tion of the home market is good rather 
than bad news. Of course, beyond a certain 
point, the managers of elections of the 
government may see the inflation as a 
danger signal, and then the government 
will have to do something about it. 

The second aspect of inflation is the 
erosion ot the international competitive¬ 
ness of the country. Much of the current 
inflation is fuelled by rises in prices of 
crucial inputs produced mainly by the 
public sector, such as railway services, 
power, fuel and steel If the Indian rate of 
inflation as measured by the rise in pnccs 
of such critical inputs is higher than that of 
countries which produce goods that can 
compete with Indian exporLs, then the 
latter will also be affected in spite of the 
initial advantage of lower wages as mea¬ 
sured by the relevant real exchange rate. 

Thirdly, the erosion of India’s interna¬ 
tional competitiveness may begin to erode 
the credibility of India trying to maintain 
a reasonably stable exchange rate, and that 
can trigger off a Iresh capital flight. This 
danger can be stemmed by making a selec¬ 
tive intervention in the market by import¬ 
ing goods whose prices ate going up last. 
The government, tor example, decided 
recently to allow imports of cotton, sugar 
and edible oils in order to check their price 
nse (This, by the way, puts paid to the 
idea that India has an cnoimous range of 
exportable agricultuial pioducts and will 
benelit from the sriettne opening up of 
foreign matkets reqiiiied under the new 
GAIT treaty ) Such intervention is feasi¬ 
ble if It does not have to he undci taken too 
frequently and it loieign exchange re¬ 
serves remain at a high level it is these 
last two aspects ot intlation rather than the 
continued impoverishment of the poor 
which IS likely to be a hc.idachc for the 
government 

iNFoiAiin Is Par I .)i iiii SiKAii.<>y 

The above is a hiiet sketch ot the kind of 
logic that underlies the actual decLsions of 
the government, whalcvei other kinds of 
rhctoiic It may use from lime to time Of 
course, opponents ol the policy will point 
not only to the enormously regre.ssive or 
inegalitartan implications of the govern¬ 
ment's strategy As I aigued earlier, engi¬ 
neering a further rise in the degree of 
inequality is part ol ihe government’s 
implicit strategy, it ni.iy also be argued 
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that the government is deliberately fritter¬ 
ing away the resources of skill, technolo¬ 
gy and productive equipment built up over 
decadesVespecially in public sector units. 
The answer of the government might be 
ihat many of these units did not utilise 
those resources fully, they collaborated as 
happily with foreign enterprises as private 
enterprises, and many of them were used 
as milch cows by corrupt politicians and 
bureaucrats. The wasti^e of resources on 
those counts is no less than the resources 
that may be lost through the forced trim¬ 
ming of those enterprises. If it is said that 
the government is throttling the publicly 
funded R and D laboratories, its reply will 
be that (a) some of them are doing quite 
well under the new regime, and (b) under 
the old regime also their performance was 
pretty lacklustre, and repeated exhorta¬ 
tion by many official committees failed to 
make them generate technologies which 
are either marketable or socially usable 
under Indian conditions. Yes, the govern¬ 
ment had Its faults in not g’ving them 
adequate financial resources. Now those 
resources are even more exiguous. So let 
them sink or swim. 

Finally, the critic may ask, what about 
all those other measures that can push up 
the rate of investment in the long run? 
Every purchase by a foreign transnational 
corporation of a chunk of India's real or 
industrial estate or by a money-dealer 
moving some funds with a view to making 
a kill in the stock market or in the market 
for firms hit by depression and financial 
stringency is hailed by the government 
and its media claque as the harbinger of a 
billowing foreign investment stream. But 
the rate of investment in the public sector 
is on a declining path and the private 
sector IS busy trading rather than invest¬ 
ing. The government's answer to the 
latter charge might be that the large-scale 
private firms, with a few exceptions, were 
always traders rather than serious industri¬ 
alists. Maybe, the transnationals will do 
better in frontier technologies and acquinng 
a stake in a globalising Indian economy. 

But there is no sizeable economy whose 
growth has been powered by foreign in¬ 
vestment as such—direct or indirect. Cap¬ 
italist growth has acquired a thorough 
overhauling of legal systems, land rela¬ 
tions, a high rate of literacy, a tightening 
labour market and a minimum public pro¬ 
visioning for health and security of life. 
None of these are yet in evidence. The 
Hindu undivided family has escaped the 
scissors of the Chelliah Committee, land¬ 
lords and their henchmen still rule most of 
the countryside and many of the small 
towns in Bihar, Uttar Pradesh, Madhya 
Pradesh, Rajasthan and Andhra Pradesh. 
Public provisioning for the poor has de¬ 


clined in real terms and is likely to decline 
further. Hiere is no strategic planning for 
implanting industries or activities in which 
India could acquire a dynamic compara¬ 
tive advantage. So no East Asian miracle 
is likely to be re-enacted on Indian soil. 
But again, the question arises, will a strat¬ 
egy for vibrant capitalist growth as such 
deliver votes or money to the current back¬ 
ers of the government during the next six 
months or one year? How will the govern¬ 
ment absorb the impact of the unpalatable 
decisions on the managers of its votes, 
money and muscle power? Debating the 
government’s budget will remain a purely 
technocratic or a moralistic exercise un¬ 
less we raise, and answer some of these 
questions. We perhaps need an ideologi¬ 
cal construction of sustainable capitalism 
with some semblance of human decency 
or socialism with the innovational vigour 
to survive in a world of disorganised 
capitalism. 

Notes 

1 The original models were developed by 
J M Fleming, 'Domestic Financial Policies 
under Fixed and under Floating Exchange 
Rates'. IMF Staff Papers, Vol 9. November 
1992, and R A Mundell, ‘Capital Mobility 
and Stabilisation Policy under Fixed and 
Flexible Exchange Rates', Canadian Jour¬ 
nal of Economics and Political Science, 
Vol 29, November 1963. For a convenient 
exposition, see P B Kenen, The International 
Economy, second edition, Prentice-Hall of 
India, 1989. 

2 The data on foreign exchange reserves and 
export growth have been taken from the Eco¬ 


nomic Survey 1993-94 of tHh ndnisliy of 
finance, government of India. How,inuch of 
the reserves could be dnwn on in a crisis 
remains to be seen. The I990<91 crisis hued by 
India was probably mote due to a diying up of 
liquidity—partly because of a confidence 
crisis engineered by international (mainly 
US) credit rating agencies—than due to long¬ 
term bankruptcy of the country. For a de¬ 
tailed account of the build-up to the 1990-91 
crisis, see Sudipto Mundle and Hiranya 
Mukhopadhyaya, Recent Indian Experience 
in International Financing, Working Paper 
No 10, National Institute of Public Finance 
and Policy, New Delhi, Decehber 1993; and 
for an assessment of the liquidity and usabil¬ 
ity of different components of foreign ex¬ 
change resenes see Sunanda Sen. ‘BOP: 
Tread with Caution', The Economic Times, 
April 14.1994. 

3 As an indication of the kind of changes that 
are takmg place in the earnings of differeni 
sections of the upper middle class and the 
rich in India, one can cite the salaries and 
perquisites being offered to management 
graduates or specialists in marketing and 
finance, as contrasted with scientists, 
engineers and graduates with degrees in 
humanities or social sciences (except f<n a 
very select few in journalism). It is also in¬ 
structive to note that in 1992-93, a year of 
massive industrial recession, the majority 
of the top 300 companies listed by The 
Economic Times posted record profits. The 
latest profit figures released by Reliance In¬ 
dustries. a major player in the regulation- 
deregulation game, have also crossed all ear¬ 
lier records. 

4 For a forecasting of the strategy to get India to 
be pre-committed to SAP, see A K Bagchi, 
‘Highjacking the Indian Economy’, The 
Herald Review (Bangalore). May 5-11,1985. 
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ender Concerns in Macro-Economic Policy 

Jayati Gho^h 

While thi tmpui t of slum Uiw slahilnation i.uasures ate disquieting the\ tan still he tesetsed The likeh long 
leini effeils of libetcilisation mtusuies sshiih tnose lossaids ^tenter market orientation are mure dixturhing, not only 
heiause they affeit women v manual londitions imriiediateh hut hetause tlics set in motion longer term tendemies 
in the (< ononis sot lets and in ideologs svhuli arc much mote difficult to reverse 


n IS now incicasingly evident (hal the 
domain of iiiai.io etonoinit poliev is oiu 
that has enlical signifieante not only tor the 
women s movement hut lor all thost who 
arc striving lor a more deinoeratii trci' and 
egalitarian soeicty ihe que'slion that ton 
terns me in this ptptr is how wi as ton 
temed viti/cns as wtll as women iiatt to 
the set oi matio iioiioinic politu s III it an 
oflKiallv piojCtteii as llu move towards 
'etonomit retorm and how wt view the 
possibilities loi alteinalive measures whith 
ma> be more in lonsonanee with oui own 
hroadei v isions lor soeial change and genu 
me progress 

At the outset some points need to he 
emphasised I strongly be Ik v e that wc vv oii Id 
be loiiimitting i grave trior and doing 
ourselves a disseivite d we view the issue 
solely in teims ot ‘the iinpatt on women or 
lelegate women to the grev /one ol weaker 
set tions’eligible loi salt ly nets from the 
thanlahle tollers ol the stale Rather it is 
nctessary K» nvnsider the area ol inaiio 
etonomit strategy atresh in terms ol the 
entire impact on economy and society hut 
with a pcrspeitive that is sensitive to 
'wumcn’sneedsandcondilions Further itis 
time to move beytmd Ihe stage ol simply 
reacting to otticial policies although this 
wc must also pi r fore e eonimue to do given 
the relative power ol the stale and Us ability 
to impose politics -to lonnulating and press 
mg for those alternative ctonoinit. stiate 
gies which wc sec as imper itivc lor picKluc 
tivc rcsiiut luring ot the etonomy and ninie 
desirable scu lal distribution 

As background, it is nctessary to claiily 
what exactly wc mean by vaiums matio 
etonomit strategics, especially since there 
exists a great deal of contusion regarding 
terms, which is compounded by ollu lal 
presentations Government statements and 
media assessments tend to use several term > 
interchangeably, although they have very 
different meanings stabilisation, structuial 
adjustment liberalisation cuid (most niis 
leading ot all) etonomit letorm Lssen 
tially, stabilisation refers to the short-term 
attempt to stabilise’oi steady the etonomy 
in the fact ol sudden shocks or existing 
macio economic imbahuites especially in 
the balance ol payments 1 here are numcr 
ous ways to athiev e this, depending on what 
the longer term aim ol structural adjust 
meat is Ihe latter retcis to medium-term or 


long itim changes in the productive strut 
tuit in accordance with overall six lal goals 
Fhc wav the teim is currently used usually 
denotes the desiic to ni.ikc the ciunomy 
moie intcinalionally competitive but this is 
not the only possible aim ol stiuttural ad 
lustment it could as well be diietlcd to 
waids a moie ctficient and equitable provi 
Sion ot basic needs lor the entiic population 
ot an attempt to improve labour prcxlucliv 
ity throughout all sectors in the economy 
without involving slack in the tonn ot un 
employment Indeed these aims arc not 
always mutually compatible .md it could be 
the case that the stiiv ing lor enhanced cxtci 
nal compclitivencss actually lediices the 
economy s ability to provide basic needs 
and to improve ngeregaie prodiiciiv ity 1 he 
concentration on iiiteinational competitive 
ness alone is pait ol an overall appioach 
which puts piimacy on the unlettered lunc 
liuniiig of markets as the best means of 
achievmggrcvwthand cttiucncy which is 
the essence ol the liberalisation measuies 
I he latter arc typically described in India 
texlay as elements ol the economic reform 
packtige irrespective of whether they actu 
allv do involve i move towards impiovc 
menl ol the economic system in terms of the 
standard ol living of the mass ot people 
1 wish to argue that the package of mea 
suics being presented today as the economic 
reform package is neither ‘the only option' 
open to the countiy, not the set ol policies 
most likely to result in a genuinely demo 
cratic aononiic and social system ot the 
type which wc would wish to see (here do 
exist alternalivc strategies, both lor the 
medium term and immediately which im¬ 
ply a ditlcrent orientation as well as adiffei 
ent type ol political will This has to be 
emphasised and the current macro economic 
policy package has to be demystified and 
shorn ot the mistaken sense of inevitability 
1 his IS important because we need not feel 
that we must simply wotk out how best to 
carve a niche for women given an unavoid¬ 
able set ol measures imposed by some hard 
economic rationale, since this is simply not 
the case Hus realisation in turn will allow 
us to c reate pressure for an alternative strat¬ 
egy to be put into action 
The main elements ot the current eco¬ 
nomic strategy, which attempts to combine 
stabilisation and structural adjustment un¬ 
der an overall umbrella of liberalisation and 


greater reliance on the maikct mechanism 
are as follows (I) icduction in the govcin 
ment fiscal dclicit, which represents th< 
excess of total expenditun/ over currcii 
income rather than the revenue delic d whict 
IS the excess of cunent expenditure ovii 
income (2) control over domestic credi 
expansion, in tcims ot leslricting some 
measuies of broad money supply, (1) dc 
valuation of the currency followed by ar 
exchange late legirne which allows the ru¬ 
pee to float determined by the maiket giv ei: 
lull convertibility on trade account and now 
on current account in gencial (4; 
liberalisation of external trade with a move 
tiom quota c ontrols on imports to lai if Is and 
a gradual reduction ol t iiilt baniers as well 
as removal ol restrictions on expoits pai 
ticularly ol agricultural gcxKls I'i) easing ot 
conditions tor torcign capital inflow espe 
daily direct foreign investment and portto 
lio investment by foreign agents in Indian 
securiiics, (6) domestic deregulation and 
treeing of controls me luding those on pric cs 
ol essential commodities and lestric lions on 
their movements (7) cuts in oveit and co 
vert subsidies essentially on cxpoils, 
lertiliscr and focxl both as part of the bud 
gelary cut and in order to bring domestic 
prices in line with international prices (8) 
reform’ ot public sector enterprises usu 
ally implying a use in output prices, leduc 
tton ot state subsidies and possible closure 
ot loss making cniciprises and moves to 
wards disinvestment and gradual 
privatisation (9) attempts to libc%jlise do 
mestic financial markets, with a view to 
strengthening capital markets vu o-virbank 
mg intermedianes, and allowing lor vanous 
types ol tinancial innovation Many of these 
policies have been only partially worked 
through as yet, while others, such as (10) 
‘reform’ ot the labour market, involving 
essentially the introduction ol an exit policy 
to m ike linng and closure easier and doing 
away with such protective legislation for 
workers that is seen to make the labour 
market ‘ngid’ and ‘inflexible’, have yet to 
be ofYicially introduced 
Reduction of the government deficit and 
monetary control are both measuies de¬ 
signed to achieve stabilisation through a 
deflation of the economy, although we should 
note that so far the real budget imbalance 
which affects the net asset position of the 
government and involves the explosive ten- 
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dency of the public ttebt—the revenue defi- 
Lit of the government—has not been cor- 
lected but has actually deteriorated This 
worsening of the revenue deficit has contin¬ 
ued throughout the tenure of this govern¬ 
ment to the point when it has now reached 
historically high levels, despite the official 
claims of attempting to achieve internal 
public sector balance Devaluation and a 
floating’ rupee which have been designed 
to keep the exchange rate at ‘realistic’ levels 
aie part of both stabilisation and structural 
1 adjustment But it should be noted that 
[ despite some positive increase in exports, 
the achievement of some semblance ol sta 
biliiy on the external front has been brought 
about mainly by further official borrowing 
and inflows of speculative capital in the 
|| form ol portfolio investments in the Indian 
r stoik market Siinilatly the improvement 
in the trade balance reflects not only the 
increase in expoits but also the precipitate 
decline in imports resulting from domestic 
industrial tccession as well as the lower 
international price ol oil Control over prices 
too has been largely lelatcd to the consecu 
tivc gixxi monsoons which have ensured 
idequate agrieultural output and underly 
ing inllationary pressures still peisist and 
ire becoming more apparent Ihus the 
stabilisation measures themselves are fat 
from cither complete or successful In turn 
the structural adjustment measures depend 
lor their success on the crucial supply re 
sponscs anticipated liom the private sector 
which are so lai nowhere in evidence as 
rates ol investment stagnate there is a de 
dine 111 the savings rate and no indication as 
yet of positivecconomic restructuring which 
actually generates more employment 
All this indicates that the success of this 
stiategy in its own terms is still by no means 
ceitain but even if we suppose (which ap¬ 
pears increasingly unlikely) that it could 
bnng about both stabilisation and a certain 
type of restructunng that integrates India 
moreclosely with the global economy there 
are implications that are disturbing not only 
for domestic distribution hut also foi the 
position ol women It is useful to consider 
the implications for women in terms of the 
following variables access to basic needs, 
such as foixl clothing and shelter, and to the 
provisioning of common property resources, 
access to education and skill formation which 
would allow women to move out of low 
skill low-pnxluctivity jobs, access to the 
requirements for reproduction and nurture 
ol the young, including not only health care 
and other social services but also child care, 
access to productive employment outside 
the home and recognition of household work, 
control over allocation of resources, both 
within households and socially 
Each of these is negatively affected not 
only by the reduction in government expen¬ 
diture that comes as a part of the stabilisation 


measures, but also by the general with¬ 
drawal of state from various aspects of 
provisioning of goods and services and the 
greater reliance on markets which aic the 
desired form of restructuring of this govern 
ment Thus, a cutback m public productive 
and infrastructural investment such as we 
have seen in the last four budgets presented 
by this government, affects not only growth 
prospects tor the future but also production 
conditions and work situations in agncul 
turc and the unorganised sector as well as m 
organised manufacturing and services C uts 
in social inf lastiuctuial spending have even 
more direct effects on living and working 
conditions of women who continue to bear 
the primary responsibility for household 
health and nutrition as well as nurture of the 
young They can also affect women sability 
to enter the labour market at all or may 
mean that forced entiy because of poverty 
means an even greater double burden ol 
domestic and outside work [In this context 
the feminisation ol work that is sometimes 
noticed consequent upon such libcialising 
policies need not pnvvidc much cause lor 
i elebration, since they are often assix lated 
nut only with exploiUtive woik conditions 
and incieascd aggregate buiden of women s 
woik within and outside the household but 
also with decliiiiiig levels of total family or 
household income as male members lose 
gainful employment ] 

There have been major declines in such 
important forms of public expcndiliitc in 
real terms over the past loui years The 
mistake is to see these as soft scctois’ 
which governments may try to protect solely 
out of a magnanimous concern for welfare 
experience across the globe has led to the 
awareness that investment in health educa 
lion and skill formation is absolutely cruc lal 
tor future growth and a sound economy 
Similarly, expenditure on employment gen 
cralion schemes have been vit il in affei ting 
employment and poveity conditions in the 
past decade <uid can go some way in tx 
plaining the much vaunted impiovemcnt in 
material conditions in the countryside over 
the 80s Declines m real investment in such 
schemes nut only affect employment and in 
comes but also icmove a potentially valuable 
way of providing mure rural infrastructure 
These implications of short term 
stabilisation measures arc disquieting but 
they can still be reveised and sufficient 
pressure can be mounted to ensure that such 
expenditures arc maintained and even in 
creased However, the likely effects of the 
liberalisation measures which move towards 
greater market orientation are even more 
disturbing, not only because they affect 
women’s material conditions imm^iatcly 
but because they set in motion longer term 
tendencies in the economy, in society and in 
ideology which arc much more difficult to 
reverse It is often argued that these 


liberalisation measures arc welcome be¬ 
cause they will do away with the stifling 
bureaucratic control and excesses with which 
all of us are only tcHi familiar But it is 
important to remember that the alternauve 
which IS effectively being posed to this is 
not the more open and democratic system 
we desire but a system m which markets 
operate to the bend it ol hirgc often multi 
national, capilil Such a system is ulti 
mately as centralised as controlled and as 
undemocratic asaiiythatcanbeimposedby 
an officious and meddlesome bureaucracy 
Because it lacks any foim of accountability 
It IS also less likely to piovidc economic and 
social services and rights to those without 
political clout and financial power The 
fundamentally undemocratic nature of the 
cuireni liberalisation measures is evident 
from some of the following facts While 
lulls and regulations arc constantly being 
eased for foreign capital for FbRA and 
MR 1P companies for large businesses gen 
orally and finance capital in all forms they 
are still as rigid and restrictive as ever lor 
CO operatives and genuinely dcimicratic al- 
teinativc oigmisitions While the oveit ol 
filial assertions speak ol the reduction ol 
state inteivention the actual functioning of 
the state is increasingly more centralised in 
economic terms I he financial measures 
undertaken from the policies towards bank 
credit to the greater emphasis being given to 
capital markets niilitate against small en , 
terpnscs T he focus ol labour market rcloiiii 
and the exit policy is on suppression of 
workini! class demands and giving u iter 
freedom to Inc labour rather than on in ma 
gerial incunipetencc and entrepreneurial 
chicanery The point is that this type ol 
libei ilisalioninvolvespinn inly greater free¬ 
dom ol ai tion lot I irgc c ipital both finan¬ 
cial and industiial both domestic and 
foreign— rather than a icil liberation of the 
capibilitics of vvoikmg women and men 
It also entails fund immlal changes in the 
access ol women lo basic goinls and ser¬ 
vices .ind affects tncii rights as workers and 
childbearcis I lie mnn thrust ol these 
libcralisationme isurcs is not only thegreater 
commoditisation of all aspects of everyday 
life and work hut ilso a reduction of the 
subsidisation of iciiviiics not valued by the 
market and a pretxcupation with enhancing 
profitability lor cxportcis and foreign in¬ 
vestors through the appropriate manipula 
turn of labour T he incqualising tcsults of 
the opeiaiion ol m irkcts are seen as not only 
necessary but also beneficial in teims of 
achicv ing higher growth and greater inter¬ 
national competitiveness Thu combination 
of the measures has several very specific 
effects which ait upon the condition of 
women in particular I he dominance of 
market priKCsses undervalues everything 
which IS not directly calculable m those 
terms, household work being a prime ex 
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ample Al ihc same time suth work ilself 
becomes both moit timt ionsuming and 
more arduo i' when lommon properl> re 
sources become pnsfiliscd and carry finan 
cial costs because of the way commerciali¬ 
sation ope tales llic reduction of subsidies 
to bisic iinciiilKs such as energy souiies 
ScUiitalion and water supply and to basic 
services such is health not only teduces 
household income but also puts an especial 
burden on women who typically hcitr the 
icsponsibility foi piovisioning these within 
the household Kcduclion ol tcXHl subsidies 
and ol the scope and extent of the public 
distribution system puls pressuie on IchkI 
seeutity ol households aeireumslance liom 
which women ate typically the grealei los 
CIS Since the strut lui il idjuslmenl policies 
essentially insoisc i shill in income distii 
button away Irom wages many women may 
bclorccdio enter the labour market through 
sheet necessity ol economic survival of the 
household even while the stite and otheu 
siKiai institutions abduate the asstxiatcd 
responsibihue's ol pioviding child CtU'e and 
easing the lo.id ol housewoik Pile recent 
expertctice ol the last 1 uropcan eounlries 
shows how quickly institutions and lacili 
ties which allow women into Ihc laboui 
maikct with some degree ol t asc and equal 
ily can be ciodcd in the lace ol the dotni 
nance til market pi oe esses 
In tiiin iIk access ol women to creative 
andinteiestingiobs lalhcrthan simply paid 
diudgery which is neccssaiy to c iin a mini 
mum income depends not only on ediiea 
lion and skill building but also the sheer 
availability of such )ohs in a diversilic'd and 
glowing economy An economy which is 
emphasising e heap unorg inised labour as 
the mam attraction toi export oriented pro 
duction or multinational inv cstmeni is hatdiy 
likely lo generate many such jobs At the 
same time this need tor a tree and llcxibic 
labour market would mean that much legis 
lation that prote'ets woim n workers (at least 
in the organised sector) such as reasonable 
maternity le ivc and benetits equal pay tor 
equal work compensation lor woik iclaicd 
accidc'iilsandillncsscs etc woiildbcviewed 
as inimical lo this paitieular giowth path 
A related lalloutof this sctol policies and 
the globalisation’ that comes not only Irom 
the economy hut also Irom the unprec 
edenh'd and uncontrolled growth of the 
media in particular television is the ideo¬ 
logical change that has a crucial impact on 
the situation ol women in society I he com 
hination ol consumeiism .ind various rcli 
gious fundamentalisms opeiates in a cun 
ous wav to icsiiict Icnialc Irecdom and 
determine a set ol material aspiiations which 
reduce the space av iilabic lor a genuine 
liberation ol both sexes 1 o my mind this is 
a senous and growing problem whose im 
mcdiacy does nut make it any less complex 
or any more susceptible to easy solutions It 


IX nonetheless an issue of which we must be 
aware m any attempt to generate alternative 
strategies for the economy 
Obviously, a mere cntique of the present 
economic strategy, while undoubtedly nec¬ 
essary, cannot be enough We must also 
have a lair idea of what we propose instead, 
nut simply as a way ol reacting to existing 
policies and seeing how we can mitigate 
their cliccts, but really as part of our own 
vision of a |ust society Theiefore I suggest 
that we look at the whole issue of macro¬ 
economic strategy the other way around we 
should lirsi define our own goals tor long¬ 
term restructuring ol the economy and adapt 
our medium term adjustment and shoit- 
lerm stabilisation measures accordingly so 
that they do not conflict with the long tenn 
goals I would argue that a genuinely demo 
cralic society is one where decision making 
IS decentralised as far as possible wheie 
ininimuin basic needs in terms of goods and 
services arc provided to the entire popula¬ 
tion through systematic and conscious in 
voivcment ol an accountable government, 
where both women and men have access to 
education whii h in turn allows for creative and 
useful productive work as far as possible and 
whcic these essential goals arc not compro¬ 
mised by external vulnerability in either eco¬ 
nomic or political terms It is perhaps a mca 
sure of our umes that such relatively mcxlest 
aims can be seen as utopian or unrealistic 
The put pose of any structural adjustment 
strategy in my view should be to change the 
structuic ot incentives in the economy in 
such a way as to work towards these goals 
In the piescnt economic context that implies 
several things firstly, a change in the incen 
lives (or the wealthier sections to encourage 
them to save and invest more domestically 
rather than to consume unproductively or to 
view the cxpoit ol capital as a constant 
alternative, a shift in incentives designed 
not only to conserve scarce resources (in¬ 
cluding energy resources, land and water) 
but also to prevent the concentration ot their 
ownership and control, a change in incen¬ 
tives to encourage greater sell sufficiency 
in crucial areas such as food secunty, a 
greater emphasis on improving productivity 
in the economy as a whole and in all sectors 
rather than in a few chosen sectors, an 
emphasis on elticientandeffcctive utilisation 
ol our greatest resource—labour—rather 
than allowing the tremendous waste and 
inefficiency of unemployment and adegree 
ot protection from the more inequalising 
and destabilising effects of the operations of 
global markets 'The focus of the adjustment 
strategy should therefore be to work out the 
means—in terms of fiscal and monetary 
strategy, guiding investment allocations, 
pnee Signals, etc—that will change the struc¬ 
ture ol incentives in this manner In all this, 
a major emphasis on decentralisation of 
economic dcct sion-making of the state appara¬ 


tus IS absolutely crucial, not only to make fo 
more democratic accountability, but also fo 
belter and more efficient use of resources 
Such aims in turn mean that the short 
term and mcdium-term stiategics shouk 
not be such as to expose us more directly ti 
the uncertain vaganes and whims ot interna 
tional capital but should instead seek K 
achieve genuine stabilisation through inter 
nal efforts It is worth recalling that the trade 
balance was brought under control in 1991 
92 essentially by sweeping import control! 
rather than exchange rate changes and tha 
true internal balance in terms ot a control ol 
the revenue del icit has still not been ac hicved 
Internal and external balance today require 
fairly harsh measures, but it is possible ic 
devise measures that arc haisher on the 
nchcr groups ihim on the poor (such as 
increased direct taxation and cutting down 
on wasteful government expcndiluie on the 
fiscal front, and import controls on intennc 
diates lor luxury pioduction) and simulta 
ncously more effective Further ilisimpor 
tant to ensure a stable and liigh rale of export 
growth not only to bnng Ihc external ac 
counts into sustained balance but also to 
protect the economy Irom Ihc Ihuat ol 
capital flight or the dependence on capital 
inllow—but such export giowth lequiics 
strategic stale intervention rather than rcli 
ance on the market alone Such policies 
requite an entirely diiteicni pohlical moti 
vation as well as a diflcrcnt approach lo 
external dependence Lest ii be argued that 
such policies are polilicaly unfeasible 1 
should icmind you ihal goveinmenl polic les 
can be alteied by sulficieni pressure and 
perhaps it is our )oh to create the awareness 
that can build up such pressure 
All this IS a matter ol some urgency 
bctdusc of the i<ipidity ot the economic 
policy changes and their possibly tar icach 
ing implications This is a particularly dial 
lenging time for the women’s movement, 
for two chief reasons One is the ideological 
threat of religious fundamentalism and other 
forms ot patriarchal doctrine which have 
begun to threaten even the few carefully 
won freedoms for women in our society 
And the other is the tendency to integrate the 
Indian economy closely into a global set of 
inequalising market structuics which may 
set into tram processes that arc ditticuli to 
reverse because they alter the rules of the 
game in significant ways I have argued that 
many ot these processes will operate to worsen 
the maloial condiOons ot women workers in 
the immediate sense, and will alfcct the future 
ability lo improve condiUpns as well The need 
to confront these thicats must be the central 
issues on our agenda 

[This IS a slightly revised version of the Key 
note Address to the Sixth Annual Conference 
of the Indian Association ot Women’s Studies, 
Mysore, May 1993 ] 
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Gender, Environment and Structural Adjustment 

Kumud Sharma 

The ejfects of fiscal and monetar\ poluiei on women is determined by the social matin and (•endered patterns of 
resource use and control in rural households The concept of ‘environmentaljustice' cannot he delinkedJtom issues 
of equity and social justice 


tNVIKONMENT and ‘sustainable devel¬ 
opment’ arc tirnily on the global agenda 
I he debates during pre and post UNChU 
PrtK-css (The UN Conlerencc on Environ¬ 
ment and Development at Rio, 1992) have 
'>howii that not only these arc political issues 
involving v.irious contending nations and 
interest groups but the results have been 
disappointing I3cspite unanimous accep¬ 
tance ot the Rio Declaration, m the words ot 
Maurice Strong the secretary general of the 
coni ere lice, we got an agreement without 
conimilnicnt I he UNCID marked the 
culmination ol two decades ol debates on 
cnviionmental issue 

I'nviionnientalisni ttnlay h<Ls many strands 
ol logic and ideological [lerspcc lives How 
cvei allol thcmollci apowcrlulcrilic]ueol 
the dominant paiadigm ol giowih, develop 
mcni, I rc c market glob<il isation ol economy, 
etc I he linmdtiand C'ominission’s Report 
iWC'I D), 1087 and later the Rio Declara 
non (1992) (lopularised the concept of ‘sus¬ 
tainable developincnt’ Various delinitions 
ol sustainability , however skirl central 
issues ot equity |usticc and icspcct for 
ihscisity and pliiialilv I he concept ot “sus 
lamahlf dtsclopmnil does not challenge 
the mstiutmnis in the hands c>t those scho 
hast posstr It only begs those who use 
these instiuincnts to be more carctui in 
using them so as not to destroy our cco 
logical system {Nypcls 1991] The World 
( oinmission on l-nvironmcnl and Devel¬ 
opment jWCED 1987] acknowledges that 
achieving ‘sustainability’ implies a radi¬ 
cal iranslorniaiion in present-day econo¬ 
mies and in the ways natural resources arc 
owned, controlled and mobilised It also 
notes that ‘ the pursuit of sustainable de¬ 
velopment requires a political system that 
secures ctlective patticipation of people 
in dccision-making by decentralising the 
management ot resources upon which lo¬ 
cal communities depend ” fn the linal 
analysis the changes towards a Jbst and 
equitable society have to lake place at the 
community level The NGO Declaration 
at Rio clearly states “We strongly refuse 
to allow the concept of ‘sustainable devel¬ 
opment’ to be simply turned into an ‘eco¬ 
nomic notion’, restneted to new technolo¬ 
gies and subordinated to the latest market 
products To allow this would be to per¬ 
petuate ‘structural poverty’ and wealth 
that arise from the dominant model of 


civilisation we have denounced The 
problems, however, run dccpei than the 
questions raised by protagonists ot ‘sustain 
able development’ 

The Tnbunal ol Miami World Women’s 
Congress for a Healthy Planet (November 
1991) adopted three guiding principles lor 
Its deliberation (a) Global equity, (b) Rc 
source ethics, (c) Empowerment of women 
Fhc dominant world order based on ex 
ploitation of resources, accumulation and 
inequities, negates these very principles 
ll marginalises diverse life-styles, living 
foims, and sullural groups (tribals and 
indigenous people) not compatible with 
Its demands and pressures The WCED 
states that ‘ their marginalisation is a symp 
tom ot a St) le ot development that tends to 
neglect both human and environmental 
lonsidcrations" 

The homogenising thrust of Ihe priKcss 
ol growth and development with its uni 
dimensional meaning ol ‘development’ 
has played a central role in dcstioying 
diverse yet unique people’s responses to 
diverse eco-systems Brundtiand Commis¬ 
sion argued for a ‘new era of growth’ “to 
meet the needs and aspirations ol the 
present generation without compromising 
the ability to meet the needs of the future 
generation” What docs the new era of 
growth’ promise to people whose diverse 
subsistence needs lor natural icsourccs 
are seriously threatened’ Whose needs 
and aspirations gel projected through van 
ous negotiating mechanisms’ Who arc 
excluded and who are included ’ During 
the chequered history of humanity’s 
progress from the ‘growth era’ to ‘sustain¬ 
able development’, many of us lost touch 
with the grass roots realities of millions of 
women and men struggling to protect their 
life support systems and livelihoods 
Global perspectives and ideologies inher¬ 
ent in concepts such as ‘global commons', 
global strategies’ for management ot natu¬ 
ral resources, ‘global economy', etc, ignore 
unequal power relations and social and cul¬ 
tural diversities At what level can one inte¬ 
grate the concerns and realities of the lives 
of those for whom our new lexicon remains 
alien’’ Where and at what level do the con¬ 
cepts ot equity and social justice become 
operative and relevant’’ Caught between 
Orth’s finite resources argument and advo 
cates of ‘new era of growth’, many ideas 


whu h belong to oppositional domains be 
conic part of Ihe ulobal peispectivcs. dc 
hales and stiategics 

Ihe Human Dcsclopmcnt Report argues 

tn a global system marked with widening 
income dispaiities economic growth dis 
panties human capital disparities (lite ex 
pee fancy nuliition intant and child mor 
tains .ufult litciacy cniolnient taliu etc) 
disparities in ihc distiihulion of global 
economic lesouiecs and opportunities the 
disturbing cjuestion as to whu will protect 
the inteiest of the poor and the under 
piivilcged sections remains unanswered in 
Ihe coriidots ol powei The dominance of 
iieh nations mulimilional eorpoiations 
and intctnational e ipital uvei Ihc maikels 
tesouiees and labout in developing eoun 
tries Ihiough trade aid and technology 
tianster has gically weakened Ihe capac 
ity ol nation slates and goveinincnis to 
piomotc human development and oftci 
protection to Ihc piKii people Ihc existing 
tiamewoik ol globil goveriianee is weak, 
ad hoc and unpredielahic* It global oppnr 
liinilies eonlinuc to be unevenly disirih 
uted Ihc eonseqiienees of the most press 
ing ptoblem poveity will ineieasingly 
oveillow national Ironticrs (UNDP I992| 

I he iniquitous world ordci poses a seri¬ 
ous challenge to the claims ot human 
development and basic rights which arc 
threatened by the destriiciion ot many 
third world economies undei pressuic of 
international debt and striieluial adjust¬ 
ment fhc decade ol the 80s .iptly de¬ 
scribed as the de'cadc of global impover 
ishment' witnessed some teal set backs in 
terms ol in vestment on social develop¬ 
ment set tors and human priority concerns 
The last decade was marked with debt 
etisis, resource squeeze structural 
changes mass hunger and environmental 
crisis in many paris^il the developing 
world The total exteifi.il debt ol develop¬ 
ing countries me teased from It 100 billion 
in 1970 to S b’vO billion in 1980 and $ 
1,100 billion in 1990 Between 1970 and 
1990. Ihe richest 20 per cent ol the world’s 
population mcieased their incomes from 
10 to 60 times more than the (looresl 20 per 
cent Does the iinswer he in free global 
markets or massive investment in people 
with a fundamental change in institutions 
of ‘civil stKiety’ ’ ]UNDP 1992] 
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Payer in hci hook explains ihat the 
present third woi Id dehi crisis is (he duett 
result of (h" idtology which insists that 
poor couniiics need Inge and susUined 
inflows ol loKii’ii I ipitil lor their dcvel 
opnitni She iKo ngius that the belief 
that debt ciisis was caused by the OPLC 
price hike is a invtii In l.ict the tiisis was 
a diicci lesiill ol aid policy followed by 
western powcis in the post second wotid 
war period She stiesses th it the inteina 
tional flows ol fund must he subiectcd to 
stringent contiols of a strictly non politi 
cal nature il the disaster ol the mHOs is to 
be avoided I ( Payei I‘>911 

In the early l‘)80s the debt iiisis was 
otticially acknowledged loday glohil 
debt manageineni has cntcied a new phase 
as Asian countries aic subjected to\ nious 
structural adjustment piogiainnics In in 
dia (hceconoiiiii policy p ickagc h is led to 
expressions of ahnii is to what the costs 
will be politic il SOCK) cultiiial and cco 
logical The macro economic strategies 
(global ind nation il) arc affecting both 
people and the environineiit 

I l ONDMK S Ol M \n RIM ISM 

1 hcBrundtl indC oinniission recognised 
‘economic growih is an iinpoilanl factor 
in the desttiiction ol n iiural resources and 
cnyironment Howecci it argued lor a 
‘new era ol gtowth to counteract the 
adverse effects of economic development 
it stated that III iigc p irts of the develop 
ing world ate to isert economic social 
and environmental catastiophies it is cs 
seniial that global economic growth be 
revitalised Fins means more lapid eco 
nomie growih in both industiial and de 
vcloping couniiics free maikei access lor 
the products ol developing countries lowei 
interest rites gic iter technology transfet 
and significantly I iigcrc ipilal Hows both 
concessional and commercial (WCbD 
I987| Ihc lINt 1 D 1W2 pioccss never 
went beyond this argument md opted lor 
moie economic growth Mauiice Stiong 
the secretary gcnci il ol the UNt’ID de 
dared that ‘the cnsironnicnt is not going 
to be sa\ed by environmentalists I nvi 
ronmcntalists do not hold the levers of 
economic power 

Resource use systems aic stionglv in 
lluenccd by maiket forces and gosern 
ment policies as well as stiuctural tactois 
Environmental degiadntion in the south is 
strongly iclated to the global prcKcss of 
trade and economic relations The World 
Dfvelopmeni Rt pot I stales that one ol the 
most valuable lesson relates to the interac¬ 
tion between the stale and the market in 
fostering development I xpencnce shows 
thatsucccss in promoting economic growth 
and poverty tcduction is most likely when 
governments compliment inaiket dramatic 


failures result when they ‘conflict’ The 
icport describes a ‘market-friendly ^- 
proach ‘ where government intervenes only 
in those areas in which markets prose 
inadequate [World Bank 1992] 

I he history of market economy is one ol 
struggle over resources and excesses of an 
uncontrolled private interest and greed it 
IS the life styles and consumption patterns 
ol the world's elites which have created 
environmental problems Macro- eco 
nomic and political prcKcsscs have trails 
formed people s own ‘social safety' nets 
based on sustainable use of kx al resources 
and have made them vulneiabic to the 
m.irkct forces Sen has reflected on the 
pailial dismantling ol the toixl secuiity 
system with the introduction ol market 
oriented reforms after 1979 [Sen 1981] 

I he trend of displacement of domestic 
foodgrains production by export crops for 
international market oi the globalisation of 
Indian agiiculture is what Patnaik calls 
iccolonisation of Indian .igiicullure' Ihc 
government has now emh^uked on a policy 
wliK h will giadually liberalise agro exports 
Patnaik argues that the contradictions 
111 the I und Bank formula can be lesolved 
only when it is realised (hat there is a dual 
agenda insolved Apart from the explicit 
agenda of stabilisation and adjustment 
there is an implicit agenda of cheapening 
imports from third woild for western 
consumers and opening up their economies 
to unrestneted operation ol international 
capital Pressure for devaluation dctcrio 
rates devciopine countries trade balance 
and heiicec uts in public expenditure" (1992) 
She points out Ihat "historically the area 
luh in biodiversity' in the tropical and 
sub tropical regions including India have 
contributed to a more diversified con¬ 
sumption basket of the population m these 
regions than was the c asc with the popula 
non in westein 1 iirope four centuries ago 
Duiing the Inst two centuries the living 
standards of the average west Europeans 
and noith Americans have been trans 
formed owing to their incieasing depen 
dence on imports from the bio-diverse 
tropical woricl If north south trade were 
to cease these living standaids will col 
lapse A large number of fcxxl and non- 
fotxl Items constituted the imported com¬ 
modities of tropical and semi-tropical re¬ 
gions By 1980s in a colonising country 
like Biitain, primary sector imports con¬ 
stituted over 60 per cent of its own pri¬ 
mary sector production” [Patnaik 1992] 
Regarding food items alone it has been 
estimated that an average western super¬ 
market carnes some 12,000 varieties of 
raw and prex-essed fcxHl items ol which at 
least two thirds have a wholly or partly 
tropical or semi tropical import compo¬ 
nent The producers of some of these 
exportables to the north are the poorest 


people in the world getting r(x.k-bottom 
prices which have shown a sharp decline 
during 1980s [Friedman 1990] 

The consumer demand in advanced coun¬ 
tries acts as a powerful stimulus in altering 
cropping pattern in less developed coun- 
ti les TNCs engaged in agnbusincss, through 
their capital and technology play a major 
role in acquiring access to resources and 
markets in developing countries Acquinng 
control over the plant and bio-diversity 
through research and patenting constitutes a 
major thrust of Dunkcl proposals 
The Dunkel proposals regarding trade 
and fiscal measures and intellectual prop¬ 
erty rights (IPRs) include reduction in 
agncuKural subsidy converting all bam 
ers on agricultural imports into taiiffs 
guaranteed minimum access lot farm im¬ 
ports ol between 1 5 per cent of consump 
tion reduced Public Distribution System 
(PDS) activity and subsidised foixi to 
only poor sections phasing out of multi 
fibre agreement (MI A), etc 
Recent violent agitation by the Karnataka 
Kajya Raitha Sangha against the seed pio- 
ccssing US multinational subsidiarv Cat gill 
Seeds India has to be viewed in the context 
of the Indian government veenng towards 
accepting Dunkel Draft Patent legislation 
will enable them to contiol the price and 
distnbution ol the varieties that they pro 
duce in the same way in which multinational 
pharmaceutical company monopolise the 
sale of drugs and determine the price 
Another US company has patented the 
biopcsticidal propciliesof the ncem’ seed 
and has sold it to Grace and Company 
which IS setting up a plant in Katnataka in 
collaboiation with Maigo The plant will 
initially prcKess 20 tonnes ol seed per day 
for export to US Patenting turns common 
natural and intellectual resources of In 
dian people into private propeity 
Hybridisation of ‘ncem’ seeds will lead to 
the gradual disappeaiance of the original 
‘ncem’ seed that village men and women 
use Such piracy of the common intellec¬ 
tual properly by TNCs leading to possible 
plant genetic erosion is being given legal 
sanction by the GATl agreement on Trade 
Related Intellectual Property Rights (TRIP) 
TNCs engaged in agri-business and food 
processing industries have tried to acquire 
control over tropical biodiversity and the 
rise in exportables has meant a fall in the 
per head prcxluction of basic foodgrains 
The government has identified agro ex¬ 
ports among the priority areas along with 
export ol minerals (iron ore), marine prtxl- 
ucts and import substitution in edible oil 
and natural rubber 

Another example that can he cited is of the 
impoverished small farmers of Gujarat with 
minimal irrigation and fertilisers, produc¬ 
ing psyllium (Isabgol) for MNCs (80 per 
cent of the 10,000 tonnes of crop is exported 
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annually) in about 50,000 hectares of land. 
The average laimcr earns a miserable 
Rs 1,250 per annum per lamily The pro¬ 
cessors on the other hand are earning in¬ 
creasing prutits as the demand tor the prod¬ 
uct IS going up in international health food 
maiket(r/w<.S'in/esmnn,Seplember 11,1993) 
An Indian environmentalist aiticulatcs 
his concern about the likely implications 
ul the cuirent liberalisation programme 
and decontrol oi trade and industry on natu- 
lal resouices ‘ Indian industry is powerless 
to draw Irom the global economy, and it will 
turn to increase the ptessuic on the country’s 
own ecological base With the thrust on 
expoils the result would be an increasing 
piessuic on hiomass-based industries Pres- 
suie on minerals, power and water will also 
incieasc’ (Agarwal and Narain 1989) 
liistiiutional and policy mechanisms which 
lake care ol cnviiontncnial costs and ben 
clits into account in the decisiun-making 
process .ne weak I he country desperately 
IcHiking lot loieign investment may nut 
have much choice when duty or highly 
polluting industries are relocated 
Industrialisation continues to piovide a 
stiong argument loi development and eco 
nomic growth With the emergence ot busi 
ness conglumeiates and entry ol MNC’s the 
national boundtuics have retained their po 
htical signiticance but have becismc m- 
cicasmgly peimeabic by MN( s In this 
intcrnation,il division ol labour countnes m 
the west are becoming the locus ol techno 
logical expel Use and linancial contnil I he 
goveinraciit s incentives to lure intcina¬ 
tional capital to tide ovet balance ot pay 
meni situation has not been without pain 
I hete IS cle.u evidence Irom south east Asia 
and I ICC 1 radc /ones and Export Process¬ 
ing Zones in south Asm that such export 
oriented manulactunng units in developing 
countries rely heavily on Icmalc skilled and 
scim skilled laboui as a source ot cheap 
labour In a siiuaiion where a latge inlormal 
sector exists m both urban and rural areas, 
the distributional concerns being articulated 
by the women’s movement, arc important as 
poor women will be hard hit by changes in 
employment and labour status, changes in 
prices ot tood and basic services, reduced 
household income, rising cost ot public 
services and entrepreneurial activiucs The 
situation of women in the inlormal sector is 
going to worsen. 

Sen, a philosopher economist who has 
addressed issues on ethics and economics in 
his work on inequality, poverty, famine and 
entitlements for women and the pcxir, points 
out that the maiket simply does not take into 
account real costs to society through envi¬ 
ronmental degradation. Iliere are failures 
also in deling with social depnvauons of 
the kind we see in many cities Solutions to 
these problems cannot be found through 
reliance on the market alone What is needed 


IS an expression of public health cate, soc lal 
insurance and more extensive public educa¬ 
tion He argues tor removing irrational con¬ 
trols, creatively using market mechanism 
and more rather than less state inters eniion 
and action in these areas (The limes of 
/ndui, July 9,1993) I lowevcr, the resource 
conversion is olten stale mediated The logic 
oi the market diK's not lake into account 
women's contribution as producer and re 
prtxiuccr ol lile and hvelthnod 

I 

Gender, Environment 
and Development 

Issues ol gender equity and luxme as 
sumc added significance in the context ot 
interlace between new economic policy pre 
sciiptions and gendei lelations Ihc distii 
butional concerns arc crucial to oui under¬ 
standing ol why women are hit haidcr than 
men by environmental dcgrad.ition These 
can be p<irily oltsci hv targctingdiicct assis 
tame to the basic needs ol women (public 
distribution system loi toodgiams, provi 
Sion ol drinking water, luel >md toddei 
health care and educ ilioii) 

In a predominantly agiaiian cc ononiy like 
India a sustained inciense in agiiciiliiiial 
production cannot be achieved by 
unsustainable lesouicc use Feasant larm 
iiig systems ol whic!' women arc an integral 
p.irt combine elements ol traditional farm 
nig systems with nc w technologies I o 
cally-bascd lesourcc management system 
arc under incieasing piessuru in the lace of 
mounting competition ten natural resources 
Through aid, trade aiul icchnoiogv tratisler 
control over icsouices (loicslry, lisheiy, 
water, bio-niass, etc) tuts shitted Irom local 
to national arid inteinational agencies At 
limes the tribals and peasant communiucs 
get pitted against mteination il ixiitutions 
with the state acting as an aciTH loi dispos¬ 
session ol local communities I lie concept 
of economics and politics detined within the 
market Iramework is being challenged hy 
third world ecology movements The ‘tight 
to lilc and livelihood is a wider concept ol 
economy and is linked to issues ot rcsoutce 
ethics and equity and justice However, the 
issues of ethics and equity somehow got sepa 
ratcdlromthenew ‘cnvitoninentalism’ emerg 
mg out ot Rio (McCoy and McGully I992| 

The natural resource base is closely linked 
to the livelihood and well being ot the poor 
rural households Shiva argues that 
“economy and ecology arc not opposed but 
converge in the survival economics ot ihe 
diird world poor however, in the context ot 
market-onented development they have been 
rendered contradictory” (Shiva I99l| The 
logic ot intensive agnculture, extractive 
economies and resource-intensive technolo¬ 
gies, has undermined the natural resource 
base The subsistence economy is coming 


under increasing pressure from the market- 
led lorces Most ol the discussions on eco¬ 
nomic policies do nut link economic issues 
organically with political, cultural and envi- 
I unmental issues Both market and state 
build on and m.uiipulate existing gender and 
social relations However gender-neutral 
policies with their underlying palnarchal 
ideology and structures continue to 
margiiMlisc women’s contribution behind 
tu//y dehniiions, faulty theones and hall- 
hearled attempts at progiainme planning 
In gender-neutral policies there is always 
a danger ot women s subsistence and selt- 
provisioning roles being neglected The 
impact ot environmental degradation on 
women s hvcliluxxls, workload (collection 
ol fuel fodder, water and minor forest prrxl- 
iicl) health, nutiiiion and fertility decisions, 
has been incieasingly commented upon 
Review of liteiatuieon the intciconncctions 
between gendet, environmcni and m<icro- 
developmcnt piiKCsscs suggests that the 
debates in Ihe south are mainly Kx aied in the 
gciulci poveilv aigumcnl I he explanatory 
variables include sexual division ot labour, 
leminisjtion ot poveity and gcndci ideol¬ 
ogy What ate the implications of this link¬ 
age ws a wi policy inteiventions aimed at 
coiiimcrcidlisaiion ol natural resources de¬ 
priving people ol their entitlements'’ 

I he women as v iclim' argument dwells 
on Ihe ditfcrences between women and 
men's knowledge icsponsibihties and con- 
tiol over lesouucs and how they aic dilfer- 
ently altcctcd hy environmental decline An 
UNRISIVDNI FA study on the ‘Social Im¬ 
pact ot Fnviionmcntal Dcgiadation at the 
( onmmnity I < vcl cxploicsthice hypotheses 

(1) Ihe local system «l resource use are cn- 
gciidcied and the male and female le- 
souui rilatcd livtlihcKxl systems are dif 
fetcntiallv aficeted 

(2) The biirdiii tails dispioportionately on 
women because ol ihcir nurtuiing func 
non It IS much e a^icr loi men than women 
to gcneidic income in nihci splieic of eco¬ 
nomic activities 

(I) Women swoik obligations arc not matched i 
bv acnm.s|xindiiig conttol over resources 
which would enable them to take the best 
trade oil decisions in circumstances ot ( 
enviioiimcnlal decline this reflects i 
women s dis.idvantages in other dimen¬ 
sions of livelihood (market iclatedj m | 
which environmental resource entitlements 
are embedded fUNRISD 1992] 

1 his viewpoint ignores the contribution of ' 
women to maintaining bio diversity, sus- ‘ 
tamable agio lorestrv sysiems, water man 
agement and innovative management of } 
community resources 
Those who sec the links between povMly, 
decline in common resources and livelihood ' 
and women's gtass roots initiatives in pro¬ 
tecting and regenerating their community 
resources base, argue that women are not 
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only ‘first victims of environmental dc- 
cliiM but also uviours ind conservationists 
The cco tfniinists view women as being 
closer to natuic md having a natural predi 
lection lor conservation ot natuial resources 
fhe discourse on eco Icminism not only 
articulates iinportaiil connections between 
the domination ot women and exploitation 
ot natuie but also aigues that the feminist 
and the environmental movements are btith 
non hician hical and can reconceptuahse an 
egalitarian perspective which is more m 
hamiony with nature While women smove 
ment and ecology mov c mciits both c ntiqued 
development theorists and piai titioners the 
understanding ot distrsc problems ot van 
ous cco systems (hrcdlencd by human and 
policy interventions ntlect a great deal of 
diversity to be amenable to simplistic analy 
SIS Agarwal suggests that lemmist envi 
ronmcntalism is rcHited in (heir matcnal 
reality in this conceptualisation the link 
between women and the c nvironment c an he 
seen as structuied by i given gendet and 
class (caste/race) organisation of produt 
tion reprodui tion and distribution 
[Agarwal Id92| Ma/unidar irgues that (here 
seems to be a general reluctance on the part 
of scholars policy makers and environmen 
talists to define the class and characteristics 
of women who ought to be pnijcctcd as key 
actors in the environmental debate i e 
peasant women |Ma/umdar lorthcomingj 
Distinguishing between the scKial base of 
the environmental movement and its articu 
late leadership or the public <ind the pn 
vate’ faccoMndiancnvtionmcntalism Guha 
argues that a large segment ol what pres 
enily passes lor the cnviionmcnial move 
ment is a peasant movement [Ouha 1988] 
The potential ot peasant and tribal women 
in mobilising tor cnviiumncntal action has 
been emphasised by many action groups 
They arc viewed as day to-day environ 
mental managers [Dankelman and 
Davidson 1988] or as baictooi conserva 
tionists (Davidson 1989] This insirumcn 
talisl view IS howeser questioned by Sen 
and Grown It should be remembered that 
they arc neither responsible lor the cnsis in 
the world system nor can they be expected to 
resolve It ’ This makes sound sense How 
ever. It IS the resource impovenshed women 
who have intervened in decisions that 
threaten Ihcir environment and livelihood 
The symposium on ‘Women and C hild 
First’ argued tor a reversal ot ptesumptions 
in the debate on gender environment and 
development and emphasised that the 
UNCED Conference at Rio should locus on 
resource users (human beings) rather than 
resource alone I he tendency to keep envi 
ronment in a policy ghetto’ however, 
strengthens the arguments tor ‘protecting 
the environment’ It is to be protected from 
whom'’ This argument also delinks human 
development from human environment To 
emphasise the vital linkages between hu 


man progress and environment we need new 
indices to take into account the earth’s re¬ 
sources and the human costs of ecological 
degradation 

We also need to look at thecontnbution of 
unpaid work of women and children and 
their struggle for survival in an environment 
under distress The symposium highlighted 
(he issues of land reform and peasant 
women s access to productive resource to 
ensure food secunty and sustainable liveli- 
hcHxl systems [UNICEF I99IJ A study 
examining the linkage and interaction be¬ 
tween land tenure and deforesiation, defines 
land tenure m terms of a ‘bundle of rights' 
and obligations governing the use and con¬ 
trol of land and water resouaes The land 
ownership patterns which contribute to in 
security ol tenure and rural poverty often 
contribute to environmental degradabon 
Peasants and forest dependent communities 
arc frequently dispossessed by traders and 
settlers, who lack both knowledge and in¬ 
centives to use forests in a sustainable man¬ 
ner Such arrangements arc often backed by 
political/cconomic structures and govern¬ 
ment policies [DomerandThicsenhuscn 1992] 
Underlying these debates in national and 
international fora are many hidden ques¬ 
tions and a set of assumptions In global 
debates have we overemphasised the 
inteaonnectedness of ‘our common future’ 
without adequately addressing the power 
dimension both between and within nations, 
and the normative issues ’ 

The fear in developing countries is that 
environmental issues could be used in an 
interventionist manner by vanous govern¬ 
ment and aid agencies In many developing 
countries governments are quick to adopt 
liberal agenda and emancipatcxy rhetonc 
An analysis of ‘Chipko’ movement—hailed 
for women’s activism—states, that “the state 
has used growing environmental concerns 
to concentrate on environmental manage¬ 
ment without any concern for devolution of 
environmental rights and obligation 
Chipko began independently of global envi¬ 
ronmental consciousness, but in interacting 
with the rest of the world, it assumed a deep 
conservationist bearing In the process its 
utilitarian and developmental stance was 
steadily eroded The forest that women 
Cried to protect has been converted into 
Nanda Devi biosphere reserve and women 
cannot even lake a blade of grass or even 
pick a herb to treat a stomach ache’’ 

Population Question 

An important dimension of the 
internationalisation of environmental con¬ 
cern IS the population question The issues 
of resource ethics, miiitansm and debt man¬ 
agement arc pushed to the background while 
population IS seen as areal threat to environ¬ 
ment The argument generally is Fight the 
menace of population for removal of pov¬ 
erty Population control is one of the four 


pnonty areas of India's Eighth Five-Year 
Plan Recently the government of India has 
set up an Expert Group to draft a National 
Policy on P^ulation Maunce King’s fa¬ 
mous wnte-up on ‘Human Entrapment in 
India’ accused UNICEF with its ORT and 
immunisation policies for child survival, of 
compoundingthepopulationproblem Over¬ 
population, poverty, under-develc^ment and 
environmental distress argument has been 
populansed by vanous thinkers in interna¬ 
tional agencies 

An alarming extension ot the demographic 
argument can be seen in population control 
policies and new technologiesj(anti fertility 
vaccines, Norplant, Net-N, etc) Mazumdar 
argues that the general preparations for the 
UN Conference on Environment and Devel¬ 
opment at Rio, appeared to focus more on 
“examining the relationship between pov 
erty and environmental degradation which 
tends to strengthen the widely prevalent 
view among the haves of the world that the 
poor are mainly responsible tor the present 
environmental decline Stretched to its glo 
bal logic, this view also incorporates a simi 
lar charge against the poor but populous 
countries of the world The view that asso¬ 
ciates women mainly with reproduction sees 
women as a real population threat" (forth 
coming) The population hysteria has now 
gripped both international and national agen 
cies Anti-natalist policies and the popula¬ 
tion, environment and development debate 
dominated by the perspectives ot 
industnalised countries, have provided a 
stiong rationale for research and investment 
in reproductive technologies 
A statement issued by some of the Delhi 
based organisations rejects the argument 
that population growth is mainly respon¬ 
sible for poverty and environmental degra 
dation It points out that population growth 
IS a direct consequence of increasing inequi¬ 
ties and dispossession of the majonty 'The 
government seeks to address the symptoms 
of population rise without addressing the 
economic and social structures and policies 
which are the root cause (Delhi statement 
by women’s organisation calling a halt to 
anti-fertihty vaccines. 1993) 

Environmental degradation is not a de¬ 
mographic question Josuc’deCastro’s mas¬ 
terpiece. liu GeopoUucs of Hunger (re¬ 
vised and expanded in 1973) reflects on the 
experience of decolonisation and develop¬ 
ment in the post-second world war era The 
book explores two related theses The first 
focuses on the social roots of hunger which 
can be traced back to the direct or indirect 
effects of the system of colonial exploita¬ 
tion The second theses which he considers 
the 'cniaal pmnt’ of bis book challenges the 
Malthusian notion that demographic pres¬ 
sure on subsistence level is responsible 
for hunger and underdevelopment He 
claims that starvation is the cause of over¬ 
population 
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The global perspectives on environment 
have on overriding concerns with popula¬ 
tion growth in developing countries. NGOs 
in developing countries have offered a pow¬ 
erful critique of resource use patterns in the 
developed countnes focusing on equity in 
distnhulion of resources, protection of re¬ 
source base and ensuring livelihood of 
people. Large populations and pour people 
are blamed for environmental destruction. 
At the same time, timber lobbies, big projects 
to supply infrastructure to the export indus¬ 
try (large dams, land to MNCs), mining and 
quarrying activities which pose a great threat 
to environment. They treat environment as 
an externality instead of a living system that 
affects people’s lives. The prescriptions of¬ 
ten put wrong emphasis on people who have 
been victims of interventions as aconsequence 
of decisions made in the centres of power. 

The Committee on Women, Population 
and Environment (aglobal alliance of women 
activists, environmentalist, community 
organisers, health activists, etc) challenges 
the widely promoted view that population 
growth is the primary cause of “global envi¬ 
ronmental degradation and population con¬ 
trol the solution”. Such a view not only helps 
to lay the groundwork for an intensification 
of top-down population control programme 
that are disrespectful to women, but ignores 
the major causes of the environmental crisis, 

I e. military and industrial toxic wastes and 
the over-consumption of the affluent nations. 

Population policies were on the agenda at 
the Earth Summit 1992 in Rio, where the 
charge of over-consumption in the north 
was countci acted by blaming the population 
pressures m the south as the main cause of 
environmental degradation. In the context 
of the emerging debate on the links between 
population and environmental degradation 
three groups (DAWN, ISSC and SSRC) 
argue that “extremes of wealth and poverty 
leading to over-consumption of some and 
erosion of livelihixKls for others skewed 
distribution and use of resources and pat¬ 
terns of human settlement (including 
urbanisation) have a stronger demonstrable 
relationship to environmental degradation 
than population sisix: /ler se. They ask for 
critical assessment of environmental and 
human effects of intensive agriculture, trans¬ 
formative industries and military activities 
that produce waste and pollution and reas- 
.sessment of macro-economic forces such as 
debt, SAP, financial trade flow's and agree¬ 
ments and national government interven¬ 
tions [Social Science Research Council 1992]. 

Is there a contradiction between subsis¬ 
tence and sustainability? The inherent blind¬ 
ness of the present paradigm of develop¬ 
ment to human dimensions are highlight^ 
by social movements, women’s movements, 
ecology movements, peace movements, in¬ 
digenous people’s movements, and human 
rights movement. People’s initiatives to 
ensure greater accountability of systems of 


governance and public institutions have as¬ 
sumed a greater signiflcance today, how¬ 
ever they continue to be weak. 

II 

From Global to Local: Women as 
Organisers of Grass Roots Action 

In the last two decades, conflicts over the 
alternative use of local resources—wasteland 
development and conflict over commons, 
river waters, marine resources, minor forest 
product, etc—have given rise to .several 
community initiatives. A variety of institu¬ 
tional patterns have emerged in such com¬ 
munity-based natural resource management 
systems. 

Despite ideological diversity of commu¬ 
nity initiatives and proliferation ot NGOs 
working in the area of environmental action, 
poor peasant women are motivated for group 
action as they regard these organisations as 
the only protection against their vulnerabili¬ 
ties as individuals at home, at work and in 
society. Collective control and management 
of productive a.s.scts (land, planLitions, vil¬ 
lage forests, watersheds) increases women’s 
bargaining power and could lead to changes 
in local production relations as well as power 
relations. In one of the action project areas 
in Bankura distnet of West Bengal, women 
have mobilised around wasteland develop¬ 
ment (with CWDS facilitation). Once the 
district had thick mixed forests, Santhal 
tribals lost their torest and land to traders, 
contractors and cultivators. They started 
migrating for work toBurdwan and Hooghly. 
The migration was harsh and women 
clamoured for work in their villages. The 
project has evolved from women’s group 
activity of reclaiming wasteland and con¬ 
verting them into tassar plantations. One of 
the Samiti members emphasised; “We have 
learnt that actually it is the land that owns 
people. We have worked hard to give it a 
green cover and in return it has clothed us 
with authority. We are advancing together. 
The journey has just begun” [ILO 19881. 

The question is—can such interventions 
at a micro-level snowball into a process of 
change towards greater empowerment of 
women and can it deal with macro-eco¬ 
nomic processes which negate such gains. 
Can the government play a supportive role? 

Does the local power structure allow space 
for women together to reshape their lives? 
Fbr this to happen Ela Bhatt points out that 
“a restructuring and reordering of power 
structure is necessary and it should take 
place at the local level... The lesson is 
decentralisation of decision-making and 
management of resources, local planning 
based on local needs, skills, resources and 
local implementation” [Bhatt 1992]. 

Naticmalisation and privatisation of com¬ 
mon resources have often led to environ¬ 
mental degradation. Greater security of ten¬ 
ure for local resource users, respect for 
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customary rights and giving a stake to the 
local community in managing resources is a 
prerequisite for ensuring environmental re¬ 
habilitation and livelihoods. Agarwal and 
Narain emphasise that “to achieve environ¬ 
mental security each rural settlement of 
India must have its own clearly defined 
environment to protect, improve, cure and 
use" [Agarwal and Narain 1989]. 

The .social ecological movements have 
clearly demonstrated their opposition to 
mcxlcls of development which deprived the 
local population of its livclihixxl base. Eco¬ 
nomic decision-making processes have yet 
to revise their concepts to include the value 
attributed to the environment by people 
whose incomes and livelihiHxls arc af^fccted 
by policy interventions. The survival strat¬ 
egies of poor women lu'C really not incom¬ 
patible with practices of environmental con¬ 
servation. 

Peasant women, historically, have been 
the resource managers although this has 
received scant attention in environmental 
debate. A National Conference on ‘Man¬ 
agement and Regcnciation of Natural Re¬ 
sources: A Wider Role for Peasant Women’ 
organised by the Centre for Women’s De¬ 
velopment Studies in collaboration with 
NIRD, Hyderabad provided grass roots 
organisations of peasant women an oppor¬ 
tunity to not only share their views, experi¬ 
ences and perspectives; their struggles and 
aspirations but also to grasp the national and 
international dimensions of some of the 
critical issues. The four peasant women's 
conferences organised in India. Bangladesh, 
Nepal and Pakistan (1991 -92) followed by a 
south Asian Regional Conference at Lahore 
clearly brought out peasant women’s com¬ 
mon concerns and their dependence on natu¬ 
ral resources and particularly common prop¬ 
erty resources. In the Indian Conference, 89 
peasant women representing 29 grass roots 
groups from diltcient parts of the country 
identified the core issues affecting their 
livelihcMid as land degradation, pixir main¬ 
tenance of land records, deforestation, 
problem of water resource management, 
interrelationship between environmental 
and social change, nature and role of collec¬ 
tive action in strengthening women’s voices 
in local decision-making prnces.ses and need 
to recover, expand and redefine women’s 
traditional nghts with greater security of 
tenure for resource use [CWDS 1983], 

They protested against land degradation 
caused by siltation of rivers and reservoirs, ' 
mining, indiscriminate felling of trees, de¬ 
cline of common resources and indiscrimi- ^ 
natc use of feitili.scr and pesticides. ; 

Now that we uie restoring some of these 
wasteland through planting trees, we want to ; 
tell the government that chemical fertilisers 
and pesticides do a lot of harm to land, cattles « 
and human beings We can suggest methods 
to produce more of green manure which our 
ancestors used. That will also prevent pollu- 
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tionof water(Sarla,president of Nvi Bikosh 
Sangha, Bankura, West Bengal). 

Most of the peasant women complained of 
h»s of vi llagc commons through privatisation 
and encroachment; 

Our ‘gomai’ (common) lands even our vil¬ 
lage tanks are not safe from the greed of the 
well-to-do. They have conspired with 
Panchayats (local village councils) and the 
government officials and converted these 
into private farms or houses Our mahila 
sanghas (women ’ s organisations) do not have 
access to these common lands or we would 
develop them for use by everyone in the 
village. Women need fuel and fodder—the 
common lands should be under the manage¬ 
ment of the sanghas and not owned for 
private profit by industry or farmers 
(Gangamma. a peasant woman from Karnataka). 
The biggest problem that the state poli¬ 
cies have created in the village communities 
is their alienation from theircommons. Stud¬ 
ies have shown that access to village com¬ 
mons reduces income incquali ties—between 
poor and non-poor hou.schoids. Degradation 
and encroachment of village commons and 
declining community control and usufruct 
rights due to erosion of community resource 
management systems have affected poorer 
households' capacity to meet subsistence 
needs. The dependence of such households 
is greater in arid and semi-arid areas and the 
coping strategies of poor households are 
linked to seasonality, crop cycle and varia¬ 
tions in food avail^ility. 

Joint forest management (JFM) a new 
concept which is currently being tried in 14 
states of India aims to drastically revise the 
old policing role of the forest department 
and puts forest dependent communities at 
the centre of the new policy. How has this 
partnership between the forest department 
and forest-dependent communities worked? 
A workshop report on JFM indicates that 
most effective local institutions develop in 
those communities which are small and 
homogeneous the topography of the upland 
villages being such that their common lands 
are visible (hill and upland villages). Once 
degradation sets in, people become indiffer¬ 
ent to protection. Remoteness from roads 
and markets further helps in retaining mu¬ 
tual obligations. Fear of village elders de¬ 
ters too frequent an abuse of common re¬ 
sources. Finally such collaboration is likely 
to succeed if all families including the rich 
are highly dependent on forests for fuel and 
fodder. Ilie report further states that village 
stratification in India inhibits development 
of institutions representing a common will. 
Grossly unequal land tenure and access to 
markets ensure that only a powerful minor¬ 
ity gains in the name of the ‘community 
b^fit sharing*. An effective forum for 
conflict resolutions is crucial to the success 
of the community involvement. The states, 
where there is an organised political pres¬ 
sure from below and direction from above. 


have often responded well to such chal¬ 
lenges. Interestingly, the workshop report 
dwelt on the paradox of the nature of state 
power in India where people-oriented poli¬ 
cies lend to legitimise state power. While 
land degradation and deforestation weaken 
the state, land rehabilitation and anti-pov¬ 
erty programmes make people dependent 
on state authority. The report dso advocated 
separate organisations of women as the vil¬ 
lage social system marginalises them [SPWD 
1992]. ^ 

Shramashakti, the report of the National 
Commission of Self-Employed Women and 
Women in the Informal Sector! 1989)clearly 
argues for governmental support to 
organisations of poor women: 

When the stale is sympathetic to the issues of 
poor women and supportive of their 
organising efforts, women do gam as the 
governments can help create a support struc¬ 
ture where none existed before... It is ironi¬ 
cal that one is asking the state to support a 
machinery to promote action for change in 
state policies, but we have done it with great 
hope on the strength of the Foreword of the 
Seventh Plan which states that development 
is basically about people {Government of 
India 1989]. 

The current debate on the retreat of the 
welfare state in the face of onslaught from 
the process of globalisation of economy and 
liberalisation poses a fresh challenge to 
state support for such initiatives. The varia¬ 
tions and conflicts in structures and pro¬ 
cesses of the community-based manage¬ 
ment systems and government-initiated sys¬ 
tems of natural resource management have 
been at the centre of environmental debate. 
Unresolved political conflicts between lo¬ 
cal people and government have also con¬ 
tributed to uncontrollable exploitation and 
mismanagement of natural resources. 

The liberalisation policy has heteroge¬ 
neous elements which often work at cross 
purposes. Growing evidence from Africa, 
Latin America and Asian countnes indi¬ 
cates that short-term measures taken to im¬ 
prove balance of payment situation or 
stabilisation programmes exacerbate envi¬ 
ronmental stress. As long as issues of sur¬ 
vival and sustenance remain divorced from 
resource use programmes they will never 
take roots at the community level. Reduc¬ 
tion of public spending will have an adverse 
effect on all programmes of ecological gen¬ 
eration. Privatisation and deregulation of 
industries, emphasis on exports-led growth 
and entry of TOCs will pose a threat to the 
remaining common property resources and 
will contribute to environmental damage. 
The government has done precious little to 
force industries to intemaii.se ecological 
costs. Agarwal argues that since the govern¬ 
ment has taken a decision to liberalise the 
urban industrial sector, they should cany on 
this liberalisation process to the rural sector 
as well by communitising the resources and 


letting the local community fix the price fm 
resources and control its aquifers. Argumenls 
of debureaucratisation and decentralisation 
have provoked debates on alternative insti¬ 
tutions and mechanisms to manage the com¬ 
munity resource base {CSE 1992J. 

Institutional Capacity and 
Grndereu Space 

As the economy becomes more market- 
oriented, institutional issues and account¬ 
ability of systems of governance become 
important. The effects of fiscal and mon¬ 
etary policies on women is determined by 
the scKial matrix and gendered patterns of 
resource use and control in rural house¬ 
holds. The concept of ‘environmental jus¬ 
tice' cannot be delinked from issues of 
equity and social justice. NGOs cannot cush¬ 
ion disadvantaged groups from adverse ef¬ 
fects of liberalisation and global priKcss of 
trade and economic relations which arc 
strongly linked to environmental degrada¬ 
tion in the south important. If investments 
in agriculture, land and water-based 
programmes and education, health and 
shelter, are reduced, dcccntralcscd devel¬ 
opment will be affected adversely. 

In the backdrop of these challenges, what 
arc the implications of the 73rd and 74th 
constitutional amendments empowering in¬ 
stitutions of local self-government like 
panchayats and 2 illa parishads and provid¬ 
ing one-third reservations for women. The 
73rd amendment defines panchayats as in¬ 
stitutions of self-government, to which state 
legislatures are required b^ law to endow 
“such power and authority as are necessary 
to enable them to function”. The eleventh 
schedule transfers women and child devel¬ 
opment, anti-poverty programmes, elemen¬ 
tary education, health, land reforms, for¬ 
estry and conservation programmes, etc, to 
the panchayats. The question is whether this 
will mean genuine devolution of power to 
panchayats or will they be expected to fultll 
only development functions? How is effec¬ 
tive, informed and organised participation 
of women who will be elected to thc.se 
bodies to be ensured? How is the dilution ot 
the underlying philosophy of these amend¬ 
ments by state governments while amend¬ 
ing state panchayati raj acts to be prevented? 
While the need for vigilant and informed 
pressure cannot be over-emphasised, are we 
expecting too much from women's repre¬ 
sentation on these institutions to correct 
gender imbalances in access to and control 
over community resources? We need to 
explore the gender aspects of natural re¬ 
source use and management in diverse con¬ 
texts including the contribution of women in 
maintaining biodiversity. It is important to 
contextualise the lives and struggles of 
women within different eco-systems and 
the historical proce.sses that alter and shape 
construction of gender relations. 
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Neither technology nor economics can 
answer ethical questions relating to resmirce 
use. Are the bargaining structures at the 
micro-level adequate to deal with macro 
forces? While the global debates have been 
emphasising transfer of environment- 
friendly technology to the south, we are 
neglecting 'indigenous knowledge systems’. 

The Rio Declaration at the Earth Summit 
acknowledges that women have a vital role 
to play in environment management and 
development from which they have been 
historically excluded. The relative power of 
vanotis interest groups determines the envi¬ 
ronmental agenda although grass roots 
organisations for the empowerment of potir 
rural women have been identified as a criti¬ 
cal strategy to counter such negative forces. 
The DAWN repoit suggests that “we go 
beyond the discussion of empowerment as 
g(H)d for women to the discussion of em¬ 
powerment as critical for building account¬ 
ability into the functioning of the public 
realm—both the state and the institutions of 
civil society—thereby the possibility of their 
transformations along with the transforma¬ 
tion of gender relations” [DAWN 1991). 

The environmental movement is a by¬ 
product ot popular participation at the ItKal 
level questioning national policies for natu¬ 
ral ic.source management. The issue of local 
communities, setting their own environ¬ 
mental agenda where women have a voici in 
decision-making priKcss, is a political ques¬ 
tion. Do we have an operational framework 
to di.scuss the trade-offs between local envi¬ 
ronment management and economic devel¬ 
opment policies. How ItKal dcmiKracies in 
India shape and respond to ideological and 
economic pressures will be inteiasling to 
watch. 

Gender has been increasingly acknowl¬ 
edged as a critical variable in analyses and 
development planning. Growing evidence 
from countries in Africa, Latin America and 
Asia, suggests that implementation of struc¬ 
tural adjustment policies sharpen the con¬ 
flict between the use of land and other 
resources for food production and subsis¬ 
tence needs and fur commercial exploita¬ 
tion. Most of the governments sec urban 
industrial sector as a key to growth and 
neglect rural agricultural sector. It is crucial 
to recognise the role rural women have 
played in providing household food secu¬ 
rity. The processes imd institutional arrange¬ 
ments and the manner of woman’s partici¬ 
pation are of fundamental importance, al¬ 
though nut as yet well understood in policy 
formulations. The articulation of gender 
and poverty issue within SAP discussion 
poses a real dilemma between state’s inter¬ 
ventionist role and the ‘market forces’. The 
organisational intervention did provide po¬ 
litical space to women but the restructuring 
and market forces arc going to erode it by 
redrawing the boundaries between the state 
and the economy. 
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Note 

1 The paper was presented ai the NSI-CWDS 
Conference on Structural Change and Oendcr 
in the Era of Globalisation. It is part of the 
ongoing project on ‘The Impact of Macro- 
Policies on Women in the Period of 
Liberalisation and Adjustment; A Comparative 
Perspective from Canada and India'. 
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Gender Implications of Adjustanent Policy 
Programme in India 

Significance of the Household 

Joy R Ranadivc 

This article seeks to emphasise the importance of accounting for the distributional effects of structural adjustment 
policies. While an attempt can he made to predict these effects if the programmes succeed, the far more urgent task 
is to assess the distributional impact of the costs of the transitional period, when due to special circumstances the 
household will act as a buffer for absorbing the shocks to the economy. Within the household, women will bear the brunt 
of the impact. 


TODAY (he issue oi develupmcnt has go( 
inexorably entwined with stabilisation and 
structural adjustment policies. Developing 
countncs the world over, since the early 80s 
felt the need to initiate reform packages 
which were supposed to improve the eco¬ 
nomic environment within which they were 
functioning. Due to a host of interrelated 
global factors these countries loiind them¬ 
selves tecthenng on the brink of crises for 
which help was sought from the Bretton 
Woods institutions. Stabilisation policies 
are attributed to IMF prescriptive pre con¬ 
ditionalities and structural adjustment poli¬ 
cies to the World Bank. Stabilisation poli¬ 
cies arc primarily short term which manage 
or avert a crisis by reducing fiscal deficits, 
curtailing demand and lowering the rate of 
inflation. Structural adjustment policies are 
long term, in that, over time (hey seek to 
reduce market rigidities and open the doors 
of internal and external markets to competi¬ 
tion. Together, these twin packages seek to 
increase the flexibility of an economy so as 
to make it less vulnerable to further shocks 
and to promote higher rates of growth. 

Over time it has been recognised that due 
to the contractionary nature of stabilisation 
policies coupled with the long gestation gap 
before the results of structural adjustment 
manifest themselves, there is a transition 
period that the economy concerned has to go 
through. This transition period like any other, 
demands ns pound of flesh. The transition 
period IS justified on the grounds that ulti¬ 
mately when the policies bear fruit the 
economy will grow and this growth will 
more than compensate the socio-economic 
costs of the transition. 

This paper seeks to emphasise the impor¬ 
tance of accounting for the distnbutional 
effects of .stabilisation and structural adjust¬ 
ment policies. (Since the two generally go 
together, they will be referred to henceforth 
in the paper as adj ustment policy programme 
(APR)). On the one hand one can attempt to 
predict the distributional impact of an APP 
if it succeeds in practice as is theoretically 
envisaged. No doubt this will lead to debates 
on the necessity and sufficiency of growth to 


eradicate (he kinds of perennial problems 
that beset developing countries. On the other 
hand, there is an immediate and hence more 
important need to assess the distributional 
impact of the costs of the transition period. 
The paper argues that due to certain special 
circumstances it is the household in the 
economy that acts as a buffer to absorb the 
shocks during this period. The pain of ab¬ 
sorption IS particularly acute for poor house¬ 
holds which are already existing on the 
fringes of bare survival. And further, due to 
certainspccificgender-relatedciTcumstances 
within the household, it is the woman that 
takes the impact within the buffer. In the 
light of the long-term interests of the 
economy, it is imperative for policy-makers 
to take serious note of this phenomenon. If 
neglected, the transition penod itself can 
wreak long-lasting damage to the fabric of 
the economy. In such a situation, the very 
logic behind the APP is at stake since a 
sacrifice for (he future could well prove to 
be a sacrifice of the future. 

Policy-makers have a myopic view of the 
household due to reasons I will later elabo¬ 
rate upon. In actuality the household per¬ 
forms three important roles, of being a 
consuming unit, a producing unit and a 
distributing unit. It is the third role that is 
most significant as also the one that shapes 
the earlier two. And it is precisely this facet 
of Che household (hat is lost to policy-mak¬ 
ers. Juxtaposed with the distnbutional im¬ 
pact of the costs of the transition period, it 
spells a certain specificity in the way social 
safety nets should be formulated. This paper 
stresses upon the dire need of an adequate 
perception of the household in order to grasp 
the implications of the APP. 

Adiustment Pouty Programme in India 

The APP in India is being associated with 
a package of policies adopted by the govern¬ 
ment of India in June 1991At that point of 
time, these policies were critical and in the 
nature of crisis-management measures since 
India was faced with a prospect of a fiscal 
breakdown and of defaulting on interna¬ 
tional commitments. IMF help was sought 


and stabilisation measures were taken to 
improve the balance of payments situation 
and to contain inflatimi. Simultaneously, 
measures of structural adjustment were ini¬ 
tiated wherein different areas of policy 
(trade, industry, etc) were altered toliberali.se 
the market, to ensure an effective use of 
resources and toefiect resource mobilisation. 
The budgets of the following years were 
likewise formulat^ keeping in step with 
these measures. 

The debate that has since emerged is of 
the following nature. On the one side are 
advocates of the APP, on the other, the 
strong opponents and somewhere in be¬ 
tween are the wary moderates. Those who 
favour the economic policies point to the 
background against which the steps were 
taken. India has from the beginning of plan¬ 
ning in the early SOs, focused on a dominant 
public sector which undertook majoi 
infrastructural investments. The private sec¬ 
tor produced foodgrains, agricultural prod¬ 
ucts. virtually ail consumer goods and many 
capital goods. However in an attempt to 
avoid monopolies and to channeli.se inveslj- 
ment, production was subject to a system of 
licensing through which the government 
regulated private sector activity. A rigid set 
of price and quantity controls existed. Sub¬ 
sidies were introduced to protect certain 
areas of production as also certain segments 
of the population. Over time these subsidies 
expanded both horizontally and vertically. 
A high tariff wall protected domestic indus¬ 
try from outside competition. Import substi¬ 
tution was preferred to export promotion in 
a bid to achieve self-reliance, lliis system of 
rigidity proved useful in die first two de¬ 
cades of planning. Subsequently, there de¬ 
veloped a new hierarchy of vested interests 
and inefficiencies permeated throughout the 
economy. •> 

The 70s and SOs saw a number of critiques 
from economists and policy-makers who 
urged some kind of economic reform and 
saw deregularisation and flexibility as solu¬ 
tions. Further, there were large and persis¬ 
tent macro-economic imbalances since the 
1980s. Internally, there was a widening pp 
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between the income and the expenditure of 
the government, which led to mounting 
deficits met by borrowing at home Exter¬ 
nally. a persistent current account deficit in 
the balance of payments was inevitably 
financed by borrowing from abroad The 
Gulf cnsis m 1990 further aggravated the 
situation India's credit rating m the interna¬ 
tional capital markets plummeted Against 
such a background, proponents of the eco¬ 
nomic reform pack^ see it as a change 
long overdue The mailcet forces of compe¬ 
tition are viewed as essential to bnng about 
efficiency in resource allocation and 
mobilisation A high sustained rate of growth 
IS seen as the goal and APP the means to 
achieve it [Dhar 1992, The Economist 1991 
Rangarajan 1992] 

The objections to the APP have been 
many There are those that see the adherence 
to these policies as an abject surrender to the 
International Monetary Fund and as a loss of 
India’s economic sovereignty [Arun Kumar 
1991, Bhattacharyya 1991, Bidwai 1991] It 
has been argued that it is incorrect to pursue 
stabilisation and structural adjustment $i 
multaneously since the latter cannot be ef¬ 
fective until the former is achieved [Bajpat 
1993] There IS now no doubt about the fact 
that during structural adjustment it is the 
poor that suffer the most Numerous studies 
on the effect of structural adjustment 
programmes in developing countnes have 
revealed that whatever be the specificities 
or details that operate in any particular 
economy the poor bear the brunt of the 
transition period ' Hence the need for safety 
net which will protect the vulnerable sections 
of the population is acknowledged worldwide 
[Comia 1990, Liebenthal 1990, Vyas 1993] 
The moderates could beclassified as those 
who sec the need for economic reform of the 
APP kind m India, but raise questions about 
the way they have been initiated More 
importantly, they stress tiic importance of 
the safety net and question the government’s 
approach to and intent towards formulating 
an effective safety net This contrasts with 
strong opponents who want to reject the 
APP in Its entirety, and are even prepared to 
formulate an alternative policy package * 

Thf Safety Nft 

What IS important at this point of time is 
that the APP has for the present, come to 
stay Over two years have lapsed since It was 
imtiated and the government which has 
Itself penocjically survived internal crises, 
plans to continue with the programme in the 
years to come Since we arc mid-way one 
cainot talk of the "effects” of the policies, 
however the transition phase has begun 
Gupta, Bal and Shankar (1993) have noted 
in their study of nearly 30 countnes which 
are undergoing structural adjustment 
programmes, that almost no low income 
country could avoid a contractionary penod 


of less than 4 to 6 yean According to them, 
due to the heavy foreign exchange con¬ 
straints, import compression and a rela¬ 
tively unfavourable international scenano, 
India will have to go through a painful 
prolonged penod of adjustment 
Significantly, the government itself in its 
discussion paper has acknowledged that, 

fiscal discipline forces limits on govern 
ment spending and this may affect the pace 
of implementation of programmes in the 
social sector which are especially cntical for 
the well-being of the poorer sections Eco 
nomic restructunng may also involve loss of 
jobs in certain sick and unrevivable units as 
labour is redeployed into other expanding or 
new units (GOl 1993 p 19] 

This IS particularly so because expendt 
ture on other "sensitive” sectors cannot be 
cut As outlined by Manmohan Singh,’ in 
terest payments are a fixed contractual obli 
gation, defence expenditure is cntical to the 
sccunty environment, expenditure on gov 
emment administration would result in a 
wage freeze and decline in employment and 
subsidies cannot be reduced overnight Con 
sequently it was social sectors that had to 
receive Ae axe As shown in the Economic 
Survey 7992-93* although there is an in¬ 
crease in absolute terms in rupee crores, the 
percentage distribution of plan outlay to 
social services (education, medical and pub¬ 
lic health, family welfare, housing, urban 
development, other social sources) was 14 8 
per cent in 1990-91, 16 3 in 1991 92 and 
15 9 in 1992-93 Likewise, allocations to 
rural development (used largely in poverty 
alleviation programmes) were 6 7 per cent 
in 1990-91,62in 1991 92and5 6in 1992 93 
The inherent paradox lies in the t laim the 
government makes regarding the safety net 
that it has envisaged (GOl 1993, pp 19 20] 
This net spells out three components—a 
National Renewal Fund which will finance 
schemes for compensation retraining and 
deployment of workers aflected by rcstruc 
tunng, a strengthening of the Public Distn 
bution System, a stepping up (relative) of 
expenditure on social sectors Assuming 
that the poor of the economy are the target 
group both of the social service and devel 
opment expenditure and of the safety net, it 
seems illogical to depnontise expenditure 
allotted for them on the grounds of a tinan 
cial crunch and prioritise the same under the 
guise of a safety net 

Of the three components of the safely net 
outlined by the government, not much has 
been done about the National Renewal Fund 
The second component, i e, the Public Dis 
tnbution Scheme (PDS) in operation in In 
dia has much to be desired There are de 
bates about whether it is pro-nch and urban 
biased [Howes and Jha 1992, Dev and 
Suryanarayana 1991] Besides, it has been 
found to be inadequate and ineffective in its 
reach and capacity to assist poverty allevia 


tion There is no uniformity in the entitle¬ 
ment and allocation of foodgrains in the 
different states, the lack of purchasing power 
in the hands of the poor do not allow them to 
avail of their entitlements at the fair pnee 
shops (FPS), there is a discrepancy between 
loc^ food habits and available rations, there 
is overcrowding at some FPS and under¬ 
utilisation at others Besides, there is no 
alignment between the nutntional require¬ 
ments of the population and the PDS 
(Hatekar 1991] The Revamped Pubhc Dis- 
tnbution System (RPDS) which the govern¬ 
ment launched in January 1992 extended the 
PDS to 17(X) specially identified blocks 
The aim is to provide a minimum quantity of 
foodgrains at specially subsidised rates to 
the most backward sections of the popula¬ 
tion residing in geographically difficult and 
remote areas However, it has been found 
that the RPDS has run into the same difficul¬ 
ties as the existing PDS [National Commis¬ 
sion for Women 1993] 

The importance of the third component of 
the safety net cannot but be stressed fhe 
problem takes alarming proportions when 
note IS taken of the alre^y weak existing 
social infrastructural base that exists in In¬ 
dia According to a study on social sector 
expenditures and human development in 
India (Prabhu and Chattcijee 1993] aldiough 
the actual allocations to the education in 
health sectors are at par with the average 
levels in Asian countnes, the average level 
of human development in the country is low 
Hence it is imperative to substantially raise 
the allocations to social sectors Further, 
Prabhu and Chatterjee find a synergistic 
relationship between education health and 
nutntion which then require a simultaneous 
increase in allocation to these sectors The 
study also recommends a drastic realloca¬ 
tion of resources in favour of primary level 
facilities At present over 50 per cent of 
allocations m the education sector are to¬ 
wards elementary education This is inad¬ 
equate as India requiies over 65 70 per cent 
alicKations in all states At present in the 
health sector, less than 20 per cent of gov¬ 
ernment health expcndituies, are incurred 
towards public health Even after including 
water supply and sanitation the expendi¬ 
tures on an average do not exceed 40 per cent 
which again is grossly inadequate If the 
goal of the structural ad|ustment component 
of the APP IS to open up the economy to 
market forces and competition, whilst the 
stabilisation component does not allow for 
even a maintenance of llie existing low level 
of social infrastructure it seems as if once 
again a major portion of the population who ' 
are ill equipped to participate in a corapeti- ‘ 
tivc world would be left out of the develop¬ 
ment process The success stones of Korea, 
Malaysia and Thailand owe a lot to the 
existing pre conditions in these countnes 
VIS a VIS the quality of their human re- 
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sources. For example, Korea had achieved a 
lilcracy rale of nearly 80 per cent by the 
early 1960s itself Maternal mortality rates 
in 1980 per l.(K).{XX) live births wjls 34 in 
Korea, .59 for Malaysia, 270 for Thailand 
and 500 for India Hirwcver, in India the 
release of resouices for human resource 
development at the niomcnl is dcpcndcnlon 
the success of the stabilisation and struc¬ 
tural ad|ustinent policies \Etononiic Survey 
1992 y.f. p I5|. 

An impoi tant facet of the mechanics within 
which the APP works is the time span over 
which dilf'ereni tcfoim measures act and 
begin to show results. Stabilisation policies 
arc supposed to act in the short term, struc¬ 
tural adjustment policies act over a longer 
period of lime The pain of transition is fell 
in the inicnin tune. For similar reasons, the 
outlining and implementiition of the safety 
net has to receive careful attention. Due to 
the experiences of countnes who adopted 
similar APP over the last decade the socio¬ 
economic costs can be predicted Hence the 
safety net should be intelligently and real¬ 
istically forecasted and devised Further, its 
implementation, should be so initiated that 
its effectiveness coincides with the pain of 
the costs. If this is not done, the safety net 
takes on the nature of compensations paid 
out after the damage is done. And this would 
be dangerous at one level and foolish at 
another. 

Hence the problem of the safety net can be 
tackled at various levels. One, a genuine, 
senous attempt to predict what the socio¬ 
economic costs would entail. Two, to fore¬ 
cast the distiibution of the.se costs. Three, to 
outline a corresponding safety net. Four, to 
realistically space and time the components 
ot this net sit th.u the pain of adjustment is 
cushioned. This of course is not a once-and- 
for-all exercise. The whole exercise has to 
be in the nature of an ongoing process which 
ts periodically revised after scrutiny. 

In order to intelligently devise an effec¬ 
tive s.afety net, it is of utmost importance to 
understand wheie and how the costs of the 
transition pcniKi would be distributed. The 
APP would result in a modillcalion of the 
structure of opportunity within which indi¬ 
viduals have to adjust to cope with the 
changes. It has been found that different 
groups in each country ot Africa and Latin 
America experienced stiuctural change dif¬ 
ferently [Ohai and Hewitt de Alcantara 
1991].’ Likewise, different economic units 
within a country bear the impact differently. 

The hou.schold, of all the economic units, 
serves as the buffer since it is within this 
locus that human beings icproduce and sus¬ 
tain themselves. Further, whatever be the 
effects within markets in agriculture, indus¬ 
try, etc, the repercussions reverberate at the 
household level through their effect on the 
demand, supply and price variables that any 
household per se adjusts to. 


The Household 

In order to understand how the household 
becomes the buffer to take the impact of the 
tran.sition period in the APP. I will first 
outline the importance of understanding the 
concept of the “household”. As is generally 
known, the human being has long been 
established as a social animal who co- 
habiLs, co-exists and lives in groups. It is 
also known that in all human srx'ieties do¬ 
mestic groups are family- and kin-based. 
These groups have been an expression of 
society’s mode of organisation and arc also 
part of a larger social structure. Policy¬ 
makers operating at the macro-level do not 
have a realistic perception of the household 
because of which the true impact of policies 
arc not identified. Policies are governed by 
the rule of the economic regime wherein 
economic parameters serve as indicators 
and steps taken usually have to make “eco¬ 
nomic sense”. Consequently, the viability 
of projects/programmes are judged by the 
economic gain they rake in. Further, the rule 
of the economic regime extends in that, it is 
concepts and visualisations of Economics 
as a subject that govern policy-makets. The 
perceptions of other social sciences like 
Sociology and Anthropology which arc of¬ 
ten more realistic (especially regarding con¬ 
cepts like the “hoasehold”) are bypas.sed for 
the visualisation from Economics. Again, 
this visualisation is that of mainstream Eco¬ 
nomics, largely governed by neoclassical 
tenets, as against those of relatively more 
realistic heretic streams of economic thought. 

Consequently, the hou.sehold is used as a 
unit ot anlaysis and not as a unit for analysis. 
Neoclassical economics has opened up the 
firm for analysis but not the household. It 
visualises the latter as a collection of mem¬ 
bers, no doubt with differing needs, tastes, 
preferences, but interrelationships between 
whom arc not explicitly looked into. As 
Galbraith has rightly said, 

neoclassical economics resoivc.s the prob¬ 
lem of buiying the subordination of the 
individual within the hou.sehold. Then it 
recreates the household us the individual 
consumer. Then the matter remains. The 
economist does not invade the privacy of the 
household (J K Galbraith 1973, p SI]. 

This makes one wonder that perhaps if the 
“family” was used as a conceptual tool as 
against the “household” an element of real¬ 
ism would be intrtxluced. However, within 
the subject of Economics, the consideration 
of the “family” too is as unrealistic. There is 
at one level the usual visualisation of the 
family as a “glued-together” unit where 
individuality is absent and only family deci¬ 
sions are taken.' A model deviant from 
mainstream economics envisages the fam¬ 
ily as a super-trader (Becker 1974, 1981]. 
Here individuals are assumed to be relent¬ 
lessly pursuing their individual utilities and 


in so doing diey enter into trade at implicit 
prices. Marriage is seen as a two-person 
finn with cither member being the entrepre¬ 
neur who hires the other and receives re¬ 
sidual profits. A third visualisation is of a 
despotic head who has complete command 
and takes all decisions. Here, the family 
behaviour reflects this head's choice func¬ 
tion. Even if they consider kin-relationships 
and .some kind of interactions between 
members, these visualisations arc unrealis¬ 
tic abstractions of the way families really 
function (Sen 1983]. 

Another limitative visualisation of the 
family is that of the nuclear iHmily which 
consistsof the husband (generally conceived 
of as the bread-winner), the wife (often a 
dependent), and unmarried children (also 
dependents). The household in mainstream 
economics implicitly assumes a nuclear fam- 
ily and also assumes as exogenously given, 
a set of culture houndanes, allocation of 
rights, duties, responsibilities, tasks, resource 
distribution, etc. It is implicitly assumed 
that there is a stable monogamous conjugal 
pair—who together make decisions, carry 
out actions and manage resources. It is 
assumed that the married couple bear the 
costs of their children jointly and at the same 
time, however, it is also assumed that the 
mother bears the total costs of time. 

However, the visualisation of the family 
as nuclear is limitative since it is but one 
case. In many sixiieties there arc other kinds 
of families in existence, some simpler, some 
more complex, where the strucluwl compo¬ 
sition ot the family can be quite difterent 
from that of the nuclear lamily. F'lirther, 
there is dynamic interaction between mem¬ 
bers resulting from different aspirations and 
different opportunities. These result in dif¬ 
ferent behaviour patterns across families. 
These patterns in turn may be governed by 
non-market rules, conventions and a sense 
of propriety. Various patterns of systematic 
discrimination may be built into that sense 
of propriety as to who should get what. It can 
also happen that family members may not 
have a clear perception about their welfare. 
Instead there may be a compounded family 
welfare that is sought which paradoxically 
can have an inbuilt bias in favour of some 
members than others. 

The Three Roles of Household 

The household can be viewed as an insti¬ 
tution which as per the society, the time, and 
the culture has become a regularised mode 
of co-habiting behaviourand existence struc¬ 
turally ba.sed on a kin.stiip pattern. Across 
the world different types of households exist 
and in a country like India, itself with a 
myriad of peoples, one finds houscholding 
of many varieties. However, one factor cuts 
across these diversities and that is, the roles 
that any household per se performs. 

The household is a consuming unit. 
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wherein itconstitutes demand for goods and 
services. These goods and .services are sup¬ 
plied from the outside world ($„) and also 
from within the household (S„). Hence, the 
consumption at an aggregate level for any 
household would consist of goods supplied 
from outside (C,), services supplied from 
outside (Cp, of goods supplied within the 
household (C,) and services supplied within 
the household (C^). Macro-level policies 
directly affect and the household as a 
single unit has no control over it. It however 
can manipulate S„. 

The household is a producing unit,'’ 
wherein it constitutes supply for gcxxls and 
services Hiese goods and services are de¬ 
manded for by the outside world (D^ and 
also by the household itself (Dj,).The house¬ 
hold consequently produces goods for the 
outside world (R,, marketed and hence 
priced); services for the outside world (R,, 
again marketed and priced), and also goods 
for own consumption (R,) and services for 
own consumption {R 4 ).'‘’ As a producing 
umt the household has no control over 
which IS directly affected by macro-policies. It 
can however alter D„ in its attempt to adjust. 

The most important role of the household 
IS of a distributing unit. The household 
based on a configuration of cultural, reli¬ 
gious, social and economic norms, distrib¬ 
utes resources and time (hence work) 
amongst its members. These distnbutive 
rules determine the patterns of consumption 
and production, i e, the allocation among 
members of C,, C„ C,, C, and R,, R,, R,, R^, 
as also the aggregate levels of consumption 
and production. Hence the third role gov¬ 
erns the first two. 

Tlie household makes an assessment of 
(I) the needs and ( 2 ) the contributions of its 
individual members and distributes (a) re¬ 
sources/! ncome (which can be interpreted 
as a basket of goods and services) and (b) 
time (hence work and leisure) accordingly." 
At one level the distributive rules determine 
who consumes what gtKtds and services and 
how much. Consumption is distnbuted ac¬ 
cording to an assessment of both needs and 
contribution. For example, social, cultural 
and religious norms (I shall call them non¬ 
economic norms) may a.scertain that a male 
in the household requires more food and 
nutrition than a female. Further, if the 
woman’s contribution isexclusively in terms 
of domestic work (R, and ^ 4 ) then the 
assessment of her contribution is 
marginalised since it does not fetch an in¬ 
come from the market. Hence, an economic 
parameter of monetary gain determines the 
assessment of contribution and to that ex¬ 
tent the rule of the economic regime enters 
valuation within the household too. To cite 
another example, the male child is often 
seen as superior to the female because he is 
expected to be a support to his parents in 
their old age whilst the female child will be 


married and of advantage to another house¬ 
hold. As a result, the boy is an invesdble 
resource (hence receives prompt medical 
attention) whilst the girl is a wasted invest¬ 
ment (hence is relatively neglected). 

Likewise, the non-economic and economic 
norms set the distributive rules which deter¬ 
mine the pattern of production. Non-eco¬ 
nomic norms arc responsible for a sexual 
division of labour wherein by and large the 
woman is supposed to undertake the domes¬ 
tic production of goods and services. Hence 
R 4 and R 4 arc largely the woman’s responsi¬ 
bility. R, and R, can be undertaken by both 
men and women but at times in spite of the 
economic necessity of the woman’s partici¬ 
pation in R, and Rj, non-cconomic norms 
may not permit her to engage in them. 

It may seem here that the household is 
again being portrayed as an individual con¬ 
sumer as is m neoclassical economics. This 
however is not true There is no such thing 
as a common table of tastes and preferences 
oi a household. However, quantifiables like 
demand, supply, consumption levels, pro¬ 
duction levels can be aggregated. Even so it 
IS the disaggregation of these aggregates 
that throw light on intra-household dispari¬ 
ties. Further, when it is said that "the house¬ 
hold sets the distributive rules’’, I am talking 
about the code of conduct for activity that 
each household as a collective, sets for each 
of Its members, which is a result of the 
configuration of non-economic and eco¬ 
nomic norms that it .sets store by. 

The household docs not act in isolation oi 
other hou-seholds or other units within the 
economy. It interacts with (I) the commu¬ 
nity which comprises of other households in 
the neighbourhood; ( 2 ) other members of 
kin composing of relatives who do not stay 
within the domain of the household and 
(3) other economic units. 

Within the productive role, the household 
performs the important task of the produc¬ 
tion of human re.sourccs. Due to biological 
reasons, the production is tied to the repro¬ 
ductive capacity of the woman to have and 
bear children. But due to non-economic 
norms, the maintenance and nurtunng of 
these reiiourccs is tied to the sexual division 
of labour which directs the responsibility to 
the women in the household. Human re¬ 
sources is the one factor of production that 
from the time of its inception to its maturity 
is in the nature of capital formation wherein 
investment of time, effort, goods and ser¬ 
vices have to be made. Upon maturity, 
however, it takes the form of labour. Hence 
it changes in char£u:ter from capital to labour 
and in form from good to service. The 
production (biological reproduction and 
maintenance) of the.se resources take place 
largely within the household. And it is the 
distributive rules that allocate who in the 
household invests what and how much in 
their production. 
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How THE Household Is a Buffer 

The interface between macro policies such 
as the adjustment policy programme and the 
micro unit of the hous^old, lies in the latter 
acting as a buffer that absorbs shocks 
released by the farmer. In the event of any 
change in the economy, the househdd’s 
prime concern is to survive. This is particu¬ 
larly true of poor households within which 
one third of India’s population lives.'* It has 
been found across countries and cultures 
that the responsibility of the survival of the 
household rests on the shoulders of the 
woman."That the family is fed, clothed and 
cared for is the woman’s concern sinn it 
ties up with her share of work as per the 
sexual division of labour. This she does 
irrespective of her contribution to R, and R, 
and also irrespective of her direct access to 
resources/income. In male-headed house 
holds it may be carried out on the basis Of a 
partial control of resources, whereas the 
responsibility is explicit in female-headed 
households. 

'The transition period of the AK* un¬ 
leashes certain forces which make survival 
for the poor households more difficult As 
things stand today in India, the consumption 
basket is becoming relatively dearer. The 
variable that the household faces is altered 
in that due to overall increasing price cut¬ 
backs in the government’s social sector 
expenditure, the goods and services sup¬ 
plied in the market are less accessible to the 
household. Hence either the total level of 
consumption of goods and services of the 
household drops or if the aggregate level is 
maintained, the allocation of goods and 
services across members is sochmiged soas 
to accommodate the shortfall. This shcMtfall 
1 $ made up of by altering for which R, and 

R 4 have to be increased. An alternative of 
course exists in increasing R, and IL, but 
this IS subject to changes in D^. If D,, so 
changes that employment opportunities in¬ 
crease for members of the household then 
the corresponding increase in income could 
help in combating the shortfall. 

Likewise, the S„ variable could be altered 
say, by a shift in agricultural production 
from cereals and coarse foodgrains to ex¬ 
portable crops, or by a reduction in food and 
fertiliser subsidies snowballing in an in¬ 
crease in the prices of foodgrains. Whatever 
be the reasons when S^, becomes relatively 
inaccessible to the household, survival be¬ 
comes correspondingly difficult. To com¬ 
pensate for the lacunae and to ensure that the ' 
family pulls through, the pressure increases 
on the woman. It entails an increase in time < 
and effort on her part across R,, R,, R^ and ; 
R 4 . When the fo^ basket becomes more 
expensive it spells searching for cheaper . 
alternatives, making frequent trips to the' 
market since the comm^ities cannot be^ 
bought in the same quantities as eartier, 
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cutting down on the purchases of other 
(.ommodilics longer hours in tcxxl process 
ing When h'*allh or education services be 
come inaccessible (si expensive they have to 
be replaced with clloit at home Gixids and 
services pnxluctd in the market become 
short in supply to ilu houuhold due to their 
inaccessibility and have to be replaced with 
those produced at home inc rcasing the time 
and cHoit going into R, and 

Similarly R, and R, also have to be in 
creased On the one hand the transition 
period due to contractionary and pruning 
policies lucis inllation and unemployment 
on the othei hand it opens up employment 
opportunities in areas likecxpoit prcKcssing 
/ones IDcshpandc and Deshpande Id921 
rhese are exactly the kind ol circumstances 
that compel women in pextr households to 
seek employment in the inlormal sector or 
in export pr»K.essing /ones where the returns 
are paltry and coixJitions ol work deplorable 

Imiiu mionsiok nil Womsn 

Hence totally ac toss Rj to R, the pressure 
increases lor the woman She has to in an 
attempt to manage the household ind ensure 
Its survival balance between hercontiibu 
tion towards R^ R , R, and R, However 
there is a limit to hci cap<icity both as a 
human being and in terms ol time available 
Consequently either R, R, may sutler a 
setback or R, K, It it is rec|uiied that she 
contribute more to R^ R then this otten 
rebounds on the girl children in the house 
hold since they have to take over R, and R, 
The tninsicr occurs across women since the 
existing sexual division ol labour docs not 
alter I his could he lurthcr rellectcd in a lall 
m school attendance schcxil diop outs and 
tailing levels ol health and nutrition ol girl 
children It on the other hand R, R, cannot 
be tMnsIcricd the woman s contribution to 
R,, could he less than expected by market 
signals or else R, R,sultcrlolhcdetrimcnt 
ol other members especially the aged sick 
or intant members ol the household 

rhe AFP IS based on an inherent elasticity 
ot adjustment optimism Policy makers be 
lieve that variables say demand and supply 
will adjust to market signals like prices 
They do not account tor non economic ri 
giditics and bottlenecks that could impede 
the adjustment prix-ess I ikcwisc they be 
lieve that however dilficult surviving be 
comes poor households will pull through 
and devise coping mechanisms to look alter 
themselves While this may be true there is 
a limit to women s capacity to adjust and it 
may so happen as L Ison cautions, that break 
ing point may be reached [I'lson 199^) 
Moser s study ol an urban low income com¬ 
munity 111 Guayaquil Ecuador, shows just 
how dillicull women have found balancing 
between R, to R, IMoser 19891 Out of the 
141 households surveyed, only 10 per cent 
managed to cope In 55 per cent cases the 


women were staking the lives of their chil¬ 
dren, especially daughters to survive And 
in 15 per cent of the households the children 
were going astray and family crumbling As 
Moser says, 'Not all women can cope under 
crisis and it is vital that the romantic myth of 
their infinite capacity to do so be debunked ” 
An important fall-out of reaching this 
breaking point lies in the effect if has on the 
prcxiuction and maintenance ol human re¬ 
sources [Comia 1990, Elson 1987, 1992a. 
1992b 1993] When the impact of absorb 
mg shocks during the transition period in 
structural adjustment tails on the woman, in 
the lung run the production and mainte¬ 
nance of human resources suffer Elson 
(1991) points to how the production of 
human resources is different fiom the pro 
duction ol any other resource The former 
has an intrinsic value besides having an 
instrumental value If the demand or market 
value of a resource dropped beyond a mini 
mal low level its production is abandoned or 
stopped tor more lucrative options But il 
the maintenance ot children became difficult 
mothers do not abandon them and consc 
qucntlythepressuieisabsorbedbythewomen " 
It may seem here as it the ensuing argu 
ment sees the woman only as an instrument 
ol biological rcprcxluction and producer ot 
human resources, with no inherent value 
herself 1 his is not true Fhe purpose ol the 
argument lies in pointing out that since 
pohe les and policy makers are governed by 
the rule of the economic regime even adher¬ 
ence to this narrow rule cautions one about 
the eltects ol the transition peruxi It makes 
economic sense to take into account the 
danger of an erosion ot human resources 
since a qualitatively weak human resource 
base dexis not bcxfc well for any kind of 
f uture development, economic or otherwise 
Further inasmuch as the woman is seen only 
in an instrumental perspective it is because 
ol the marginalisation of her contribution to 
the economy Only when women form part 
ot the labour force do their contribution 
enter statistics and hence national income 
accounting However, unpaid domesue work 
which foims a consider^le contribution to 
the national piuduct is not accounted for No 
doubt there arc practical difficulties in mca 
suring unpaid work as also conceptual prob¬ 
lems" but the underlying reasoning of this 
marginalisation lies in the fact that it does 
not fetch a remuneration from the market And 
a fall out IS the under-valuaticMi of the woman 
Independent of whether the woman’seon- 
tnbution to the economy is significant by 
economic standards, she does have an m- 
tnnsic value of her own As a human being 
her right to a life of meaningful existence 
and dignity cannot be denied It the health, 
nutnbon and mortality statistics of women 
and girl children show a detenoration, it is a 
negative signal tor society irrespective ot 
their roles as producers 


It would also seem from the paper that the 
woman is only a victim who passively ad 
justs to the distributive rules set by the 
household This is again not entirely true' In 
the first place it is the behaviour of people 
over many years that set non-economic and 
economic norms which in turn determine 
the distnbutivc rules Secondly, no one per¬ 
son IS always a passive victim just as no one 
person always an active formulator ol rules 
Women at a point of time operate within a 
given set of distiibutivc rules and are subject 
to them as arc othci members ot the house 
hold But changes could occur in the dis 
tnbutive rules due to an outside stimulus 
This stimulus could be marriage, migration 
or an economic crisis brought on by an APP 
Since the lives of women arc largely 
governed by the mechanics within the house 
hold their coping strategy has to be seen from 
two angles One, the method ot coping when 
the household s well being is at stake tmd 
the woman does not sec her own well being 
as different from ihc collective well being 
ol the household Olten it is this kind of 
attitude that explains why in the lace of in 
equality and deprivation women do not protest 
or quesoon [ Sen 1990] fhe lack of a personal 
perception of welfare combined with a great 
concern for the lainily helps to sustain exist 
ing discriminatory rules ol distribution 
The second dimension of coping strategy 
lies in the woman having some perception 
ol personal welfaie sepaiate from and per 
haps in conflii t with the perception ot wel 
fare of the household/othei members ol the 
household She then has to make space lor 
herscit within the existing distributive rules 
even whilst .iltcmpting to alter them In Ihis 
strategy she copes with the intra household 
gender specific dispantics in distributive 
rules with respect to (a) income/resources 
and (b) time For example Sen secs the 
household to be a scene of co operative 
conflict where spouses have different goals 
and strategics TTicie are a number of poten 
tial solutions that can be reached but the 
final solution is an outcome of the relative 
bargaining abilities Significantly, bargain¬ 
ing ability here is not a personal negotiating 
skill Factors like a perception of self-worth, 
of actual ability to earn a market income or 
bring valued resources into the household, 
the value to the contribution given by other 
household members influence bargaining 
ability [Sen 1990] 

To go back to the argument about the 
transition period of the APP pushing the 
woman towards breaking point, the impli¬ 
cations of the second c^mension of coping 
on the part of the woman raises more ques¬ 
tions about the ability of the household to 
absorb the shocks Fven if one accepts that 
mothers do not abandon children in nmes ot 
crisis, necessity may transfer the burden to 
more vulnerable members of the household 
which compnse of children, and parbeu- 
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larly girl children Taken collectively it 
seems that the household copes, survives 
and absorbs (he shock But the distnbutiCHi 
ot costs across the members is uneven and 
the production and maintenance of human 
resources composing one-third ot the popu¬ 
lation IS jeopardised 

Likewise, within the economy, the distri¬ 
bution ot costs across economic units is 
uneven and the household bears the maxi¬ 
mum impact rhis is because even it indi¬ 
viduals participate in economic activity 
within the tramework of other economic 
units, the questions ot sustenance and sur¬ 
vival arc ultimately traceable and have to be 
answci ed within the framework of the house¬ 
hold In the light of these arguments, the 
questions that arise are, 

(1) Given an existing set ot distributive 
rules within household, what are the 
changes in consumption and production 
patterns that will be initiated by the 
macro stimulus ot the transition period 
during the APP 

(2) Will there be a change in the distribu¬ 
tive rules due to a change in estimations 
ol needs and contributions ot members 
within the household > 

(3) Willihceconomic/non cconomicnorms 
alter ’ If yes how > 

(4) In coping on behalf of the household 
will the woman reach breaking point ^ 
Or will she be able to transter the pies- 
surc to other members perhaps chil 
dren'^Or will she collectively with other 
women in the community devise alter¬ 
nate coping mechanisms^ 

(5) Subject to question (4) as aresultof the 
coping' (rategy does the household sur¬ 
vive at the expense ot the woman or the 
woman at the expense of (he household 
or do both pull through'^ 

GfcNDFR Bias and Sahty Nrr 

We have seen that there is an inherent 
male bias in the formulation of the seem¬ 
ingly gender-neutral macro APP in that it 
does not account for the cost and investment 
ot time and effort on the part of women in 
the production and maintenance of human 
resources Theimplicationsofthisbiasrange 
from a miscalculation of the effects of the 
macro-policies to a very misunderstanding 
of basic key concepts of the APP like ‘pro¬ 
ductivity’ and ‘efficiency* Further it has 
been argued that different policies affect 
men and women dilterently, note of which 
IS not taken by policy-makers " Since the 
tormulaiion ot the safety net is now part of 
the tormulation of the APP the arguments 
towards engendenng policies also extend 
towards the safety net 

In sum, the safety net has to be pre¬ 
emptive rather than curative or compensa¬ 
tory It has to serve as a cushion that en¬ 
hances the survival chances of poor house¬ 
holds in d recognition that it is the housdiold 


that forms the buffer during the transitiop 
penod It has to be gender-sensitive in diat 
It encompasses measuies which redirect 
resources directly to women and indirectly 
through health, ^ucation, services, water, 
supplies sammuon faculties, and public trans¬ 
port which then aid them to manage the 
household as also lo participate in market 
activity 

In die light of the above argument a 
certain specificity emerges in how the safety 
net should be idratified and devised It has 
already been argued by the UNICEF in their 
advocacy of "adjustment with a human face” 
[Comta, Jolly and Stewart 1987] that struc¬ 
tural adjustment policies should be so for¬ 
mulated that the costs to poor households 
are reduced and their capacity to survive the 
enses be enhanced The response to this 
report was the emphasis on s^ety nets laid 
by the World Bank and echoed by the coun¬ 
tries umlergoing the programmes The safety 
net outlined by India is also of this nature 
where the “vulnerable” are sought to be 
protected However, the intent and purpose 
of this approach has been questioned and 
cnticised by Bison who advocates “trans¬ 
formation" as against “protection” bison 
advocates the transformation of social rela¬ 
tions of production and reproduction Ac¬ 
cording to her there can be “adjustment with 
a human face" only if strategies for struggle 
are aso outlined along with strategies for 
survival (Elson I902a] 

Conclusion 

in conclusion it can be said that unless the 
unit of the household is opened up for inves¬ 
tigation the true impact of the APP cannot be 
identified, without which an effective safety 
net cannot be devised Even if me slays 
within the narrow confines of the rules of the 
economic regime it makes ‘economic sense' 
to protect the erosion of a valuable factor of 
pr^ucOon The choices made now have an 
irreversible inter-generational impact But 
what IS actually required is a vision that goes 
beyond the economic regtme without which 
there will be neither sensitivity nor realism 
in the formulation and implementauon of 
economic policy The ne^ is immediate 
cmisidenng the reach of the APP both in 
space and in time 

Notes 

[This IS a revised version of the paper presented at 
the Conference on Stmctoial C^ge and Gender 
Relations in the Era of Globalisation, September 
30 - October 1,1993, Toronto, Canada 
The paper is port of an ongoiog project examining 
die e^eci of macRxconomic policies on the lives 
of women, conducted jointly by the CWDS New 
Delhi and the Nonh-Souih Institute Ottawa, 
Canada, funded by the Conference Board of 
Canada. The paper was prepared before the union 
budget of 1993-94} 

1 It baa also been argued that the process of 

dereguiansation and hbenllsation had already 

been set into mouon eartier by Rajiv Gandhi 


However, m June 1991 die progmmne was 
fomadly initialed 

2 Substantial withdrawals have been made from 
1990^91 onwards under one facility or olhar 
Besides, the Reserve tranche drawings of SDR 
487 million (US $ 666 million), Mia drew 
SDR I 269 million (US $ 1 814 nitUion) irenn 
the Fund in 1990-91 In 1991 92 the drowal 
was SDR 90S million (US $ 1,240 million) 
India made a 20 months stand by arrangement 
with the Fund m October 1991 for a total loan 
ofSDR 1 6S6imllion(US$2.262million)two 
insiaiements worth SDR 270 million (US $ 
382 million) were drawn in 1991 92 In April- 
December 1992 SDR 924 milIion(US S 1,306 
million) has been availed of leaving a balance 
of SDR 462 million (US $ 650 nutlion) to be 
drawn till May 1993 (Economic Survey 1992 
93. p 117) 

3 There iv now considerable amount of lilera- 
lure analysing (he experience of developing 
countnesinsiA SaharanAtnea LaimAmtaica, 
the Caribbean etc with adjustment policy 
programmes For example Afsher and Dennis 
Ms) 1992 Sen and Grown 1985 Singer el al 
1991 Sobhan 1993 Taylor 1991 Vickers 
1993 Ward 1990 

4 A PFeparaloryCninmittee for AlteniMive Eco¬ 
nomic Policies ha.s been established in New 
Delhi This committee composes of members 
opposed to the new economic polic y (NEP) m 
India and presents a forum to come together to 
devise an indigenous altemalive to the NEP 
The Committee believes that India has enough 
resources to solve its problems without help 
from the Bietton Woo^ Institutions 

5 Foundation Day Lecture ot Manmohan Singh, 
Finance Minister al Environment and the New 
Economic Policies New Delhi June 17 1992 

6 PS 48,2 61C plan outlays by Heads of Devel¬ 
opment Centre States and Union remtones 
(1990 92 1992 97) 

7 Obai and Hewitt de Alcantara make an inier- 
esiing analysis of how (he APP m Africa and 
Latin America changed the life chances of 
ditfereni i lasses as also oi different categories 
of people within the same class Their analysis 
includ^ the upper class the salaried middle 
class as also the working class 

8 The glued togelhci terminology is used by A 
K Sen 1983 

9 Production is taken to mean an alteration of 
form or composition so that the new commod¬ 
ity or service is diftcrcniabtc Irom its earlier 
form or composiie components 

10 There would be an overlap as regards the 

supply and also produetion of certain goods 
and services For example a good jnay be 
imtially produced outside ihe household but 
further pioccssed and hence ultimately sup¬ 
plied from within the household For aiudyti-. 
caJ purposes wc consider the end product/ 
service in deieniiimng whether its supply/ 
production was made outside the househM or | 
from within i 

11 The intra household dispanties in allocations 
of resources have been studied its a theory of 
enlitlements (Sen 1987 1990 Papanck I9W) 
There also have been individual studies which 
observe resource allocation wilhm households 
m developed capitalist socie(ie.s, transioonal so¬ 
cieties and subsistence economics (Young 1992) 

12 Given a minimum per day energy lequiremenl^, 
of 2 400 calories per uidividual in the ninl ' 
areas and2 100 calories m the urban areas, the 
Planning Comtmssiim has esumaied (he inci¬ 
dence of poverty in 1987 88 to be 33 4 per 
cent in rural India, 20 I per cent in urban areas- 
and 29 9 per cent at an all-India tevel s 

13 In Ihe use of the word ‘woman’ it may seem 
here as if the visualisation is limited to Ibal ol 
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anu«.lt,iU’r.«n)ily rhiMsno(w> In non nuclear 
laniilicMl IS Ihi wonuninlhi. household that 
shan. till. lesponsiliilitK.i Mowevci thedistri 
bulion nl povsci mil iiilhuiil) ilitfcrs across 
women stills ill woiiim iii i ttivm household 
ail* not ei|uil triteii il lir women have mure 
sfuet uid imhoiily hi tiei niort rights and less 
respoiisiliiliiy I II I the wotil woman in i 
ssnihiihi III mix i to ditleiinli ili actuss gender 

14 When uivisme hiioiiies more dillieult one 
eflie t could Ik III II s eliildielt being born but 
It 111 It point ol lime the leaiing ol itie exisimg 
nieinlxi ol ehildien poses piobliins 

15 Hoi idiseiissionoldiis piohleiiissee 1 uiee II i 
(Aildsiliiiiidl ( Il iiinoiil l^)h’ 

lb lleie il IS itilied lo wh tt IS nu.>nt by a 

Ine ikini point Al in i Mreliie lesel one i m 
like death ol nieiiibei(s) to me in a break 
down Insuih i iiieiinisl inii even if there is 
1 iliop III iiutiilioii il It Si Is but the me'iiiheis 
survive (live) then it i in lx interpreted as 
coping II on the other hind leeitainminiiiiuin 
llixir level ol siislen mie is tipul lied illd the 
irises I aises the iiieinbiis to slip heloie that 
level e iiisin). I disiupli in in then lives it can 
hi liken IS ihieikiny point In il> pie ills 
III leiii eeoniimie sense (used by policy mak 
ers) ihousehold is ninit would lies lid to eope 
il ilsnuniberssomihim in itiaye lo keep body 
mil soul lugelhei 

17 Foi I disiiissiiin sii I I in IW’i |iW2b 
IX The t-eltdil imp let of di vi lopiilent polleli's 
/le/ \i has Ixen in import ml ssui on the 
inaiidale of women sindiis sehol irs as also 
woiTiiii s movements II stilled leioss the 
woild vv ly biek in the I ili bOs ind m Indi i in 
the e Illy /Os I hell Is lotisidii ible hUrituie 
genented Ihil iiivesli). lies the gindei impact 
of stiuelural ad|UslMienl pio^ i imniesevet since 
they e imi eeilliesl 41 ol di velopmeni policy 
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Women and Tedmolf^cal Chaise in 
Rural Industry 

Tile Making in Java 

Juliani Wahyana 

rhe mtrodm turn ofne'^ tec hnology m tile making in Java has disrupted the sck lal relations among m people in partic ular 
between men and women Se uuil division of labour gets rei onstituted h ith shifts in produc turn methods and tec hnologv, but 
at any given point of time acts to distribute power, resources and authority in wavs that keep women subordinated In this 
shift a new sexual division of labour often becomes more disadvantageous to m omen 


I 

Approaches to Technological 
Change and Women 

MANY analyses ot the impact ut techno 
logical change on women have mainly dealt 
with the economical aspects ot such a 
c hange ' For instance ai cording to the neo 
classical nuxicl unemployment caused by 
technological change is only temporary ff 
the maikcl is treed automatic compensa¬ 
tion will occui (GtKKjman 1987] In the 
Keynesian model the gosernment has a 
gicatcr lole in intluencim; maikel demand 
lor products resulting from technological 
innovalums and thereby balance the in- 
c rcasc in laboui productivity by nddititml 
employment generation Increased prtxluc- 
tivitv employment opportunities and in 
come distribution aie the central theme of 
economic models in analysing the impact ot 
technological change 
In such an ilyscs impact ol the inlrcxluc 
iioiiol new technology is studied in terms ol 
changes ol the conditions of wage employ¬ 
ment While m many third world countries, 
the labour lorce is not completely integrated 
into the wage system as Whitehead argues 
wage employment coexist with other forms 
ot production ol vanous kinds so demands 
on labour do not necessarily operate accord¬ 
ing to the pnnciples ot the labour market and 
wage employment’ (I98S29) In addition, 
many people in third world countries do not 
earn the so called family wage m which one 
wage IS sulficient for the whole family 
Thus women have to contnbute to the fam¬ 
ily income through their involvement in 
production either as paid or unpaid labour 
Moser and Young say 

the stereotype of the houstbound wife 
holds true fur only a limited number of 
women [in third world countries] since just a 
small peaentage pt men earn regular wages 
Most working class women have to supple 
men! the family budget by undertaking a 
variety of paid unskilled income generating 
activities Without this active economic par 
ticipation, their family would not survive 
(1981 56) 

The inadequacies of economic models to 
integrate women in their analysis is a chal¬ 


lenge to feminist theoretical scholars to 
come up with a more comprehensive ap 
proach ^ 

According to Brown (1981) lechnologi 
cal change or technological upgrading is 
defined as the integration of a new package 
tinanccd out of own or borrowed funds into 
established patterns of production and mar 
keting Ihc defmilion implies that lechno 
logical change is a process which changes 
over time A new technology or a new 
package of technology is a response to a 
particular situation in the society This situ 
ation IS conditioned by the social orga 
nisaUon Consequently there are, implicit in 
this package ot technology, certain assump 
turns regarding Ihc social organisation in 
which anew technology is introduced Mean¬ 
while, the society in which the innovation is 
introduced is not a passive recipient rather 
It actively regulates itself to the require 
ments of technology or rejci ting or redii cct- 
ing the intended use ot the technology [Stamp 
1989] rhe law of action and reaction also 
holds true in this case 

As technologic il change is a process Ihc 
impact of such a process on women be 
comes complex On the one hand, the alio 
cation of labour between women and men is 
governed by the social relations On the 
other hand, the same social relations may 
change due to technological innovations 
Consequently, the alIcKation of women s 
labour in tasks, activities, and production 
may and will alter 

An example from Java illustrates the 
above phenomenon In Java like in many 
other developing countnes, modernisation 
in the agricultural sector, or to be more 
specific in nee cultivation, began through 
the introduction of High Yielding Vanety 
(HYV) nee The traditional vanety ot rice 
used to be cut in stalks with ’ani-ani' knife 
(a traditional small knife for ncc-cutting by 
women) Due to the introduction of the 
short grains of HYV, the use of am-ani knile 
for harvests has become obsolete For the 
new vaneties of nee, stckles are used 
Sickles are considered as men’s tools lor 
they are ‘big’, ‘heavy’, and ‘dangerous’, 
therefore only men are supposed to use 


them Men itxik over the t.u>k of nee cut¬ 
ting Indeed Ihc use of sickles reduced the 
workdays necessary lor nee harvestdrom 
200 to 75 per hecUrc (Collier cited in 
Kerstan 1992) Along with this it led to a 
massive displacement ot rural women wage 
workers who had worked as harvesters 
However, this situation did not last long as 
the women tried to respond to the new 
situation by upgrading their skills to use the 
sickles 1 ittle bv little women are now 
icclaiming their share in harvesting 

Ihc introduction ol new technology 
(HYV) generated alteicd relations ot pro¬ 
duction between the sexes (men’s taking 
over women s t.isK ot rice cutting) which 
stimulated in turn another set ot new gen¬ 
der relations (women s ability to use ‘men’s 
tool ) and icclatming their original sphere 
ol rice culling Yet we still tend to see 
technology as a physical rather than scKial 
presence Technology is not only the hard- 
waie but also the soltwaie 

Lconomic models arc inadequate to ex¬ 
plain the dctriincnl to women in the face of 
technological change Women are involved 
in production in adiltercnt way compared to 
men Women and men do spi'cilic but dif¬ 
ferent tasks in production This allocation of 
tasks IS a set ot specilic scxial relations 
shaped by the ideology and cultural norms 
regarding the appi opnatc roles between men 
and women 

Hoi SI I lot D AND Imp AC i or 
11 (iiNoi ixac Ai Chan(,i 

Whitehead (1985) argues that family- 
based household relations between men and 
women determine the terms on which wom¬ 
en and men enter into wider economic 
political and social relations Traditional 
economic nuxlels usually see households as 
a dcmixratic unit in which all members will 
obtain the same rewards from their labour 
and the same benctits from technological 
innovations However as many studies 
show, this assumption is arguable One of 
Palmer’s studies (1978) which deals with 
technological change in agriculture lor in- ' 
stance, show that the introduction ot new ^ 
technology in the forms of HYV has result- 
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ed in the mure inlensive use of female 
family labour among farming classes' 

Sen’s analysis of the distnhution of fruits 
of technologu al change has been very use¬ 
ful in understanding (he above phenome¬ 
non 1 e (he more intensive use of female 
family labour within a peasant household 
According to him households face a dilcm 
ma—Its members arc required to co-operate 
to add to (he family s prosperity they also 
lace conflicts on how to divide this among 
members Aicchnological interdependence 
makes it Iruitliil lot the different parties to 
CO operate hut the particular pattern of di 
vision o( Iruits that emerges from such co¬ 
operation rellccts the bargaining power of 
the respective p.irties (Sen I98S| Thus, in 
the case cited above women in the farming 
households face an unseen force', i e, they 
have to work more intensively due to their 
relative position and bargaining power in 
the household Their bargaining power in 
lum IS determined by the existing pattern of 
gender relations 

The power rclitions between (or the bar 
gaming position ol women and men ), in the 
case of a husband and wile w<ll determine 
the outcome in a new situation Thus, if the 
initial bargaining power between a husband 
and a wife is already unequal in which one 
has relatively moie power than the other, 
then the outcome ol a new situation will be 
better lor the one that has the power This 
outcome is manifested in fur example, the 
distribution of income and consumption 
within the household 

With regard tncash income, many studies 
indicate that it is usually men who have the 
primary contnil over the family cash in¬ 
come I or instance in south Gujarat, the 
wages paid lor work done by women and 
men for agricultural labour households are 
usually handed to the male members 
[Breman 1981 in Agarwal 1985) This ts 
also true in the context of Malaysian planta¬ 
tion workers (liey^cr, 1980 in Agarwal, 
1985) 

However the way in which income is 
spent may vary according to who controls it 
In many instances if women have some 
control over expenditure than they tend to 
spend the money on family needs, whereas 
men tend to spend it on their own needs 
Although in societies in south Asia, for 
instance men also share responsibility for 
the subsistence family needs, the tendency 
IS that the relative shanng ol food and cash 
between members of the household could 
nevertheless still favour the men (Agarwal 
1985] This IS apparent in the shanng of food 
amongst family members There is enough 
evidence to show that the actual distnbution 
of food and nutntion tends to favour men 
relative to the women in large parts of the 
third world Male members of the house¬ 
hold are usually given the best diet in terms 
of quality and quantity {Agarwal 1985] 


Chattei}ee (1989) m one of her studies on 
women’s health care showed that tn inefaa 
women are amongst Che worst victims of 
sickness, disease, malnutntion and prema¬ 
ture death Mc^ality and sickness rate is 
higher among women 

The unequal distribution of food and con¬ 
sumption in the household is an indication 
of how women are valued In poor house¬ 
holds, food as a means of survival is very 
crucial for the upkeep of all members How¬ 
ever, due to norms and ideology, women are 
ascribed as secondary earners and male 
members in the households are regarded 
as primary or potential earners It goes 
without saying that this normative depic¬ 
tion affects the distnbution of food in the 
family in which women are given the sec¬ 
ond prionty Chatteijee (1989) shows that 
in India even a male child is treated prefer¬ 
entially compared with his mother He re¬ 
ceives a food ration more than his lactabng 
mother 

These examples from south Asia and 
south-east Asia show that a model which 
sees the household as a democratic unit is 
misleading Household’s member’s inter¬ 
ests are different one from another, and the 
way the household distnbutes its avail 
abilities to each member is unequal depend¬ 
ing on each member’s position in it Prom 
this, a link can be drawn to technological 
innovations If there is a change in the 
household’s total prospenty as a result of 
technological innovabons, the fruits of such 
a change to each member will be deter¬ 
mined by each member's position in the 
household As it is apparent that women’s 
position in the households are usually lower 
than men, women lend to obtain less than 
men 

n 

Gender, Class and Sexual Division 
of Labonr 

The terms under which women’s work ts 
performed influences the effects of techno¬ 
logical change on women It is true that all 
women do not belong to the same class iMs 
also tnie that women of all classes do not 
perform tasks in producUon under the same 
production relations as their men There are 
women who work as wage labourers and 
there are other women who belong to ‘own¬ 
er’ class but the female wage labourer has 
different terms than the male counleipait 
and the female in the ’owner’ class would be 
not 'owners’ 

It camwi be argued that women’s woik IS all 
characterised by the same set of empkqrment 
relations, nor do the social relations of work 
uke the same forms for women as they do for 
men (Whitehead I98S 33) 

The impact of innovations on women wiH 
be different for different classes of women 
Palmer (1978) shows how the introduction 


of HYV did not create jobs for women 
Women wage workers lose jobs when the 
task they perform is mechanised and women 
who w<^ as family labour face the intensi¬ 
fication of their unremunerated labour Both 
sets of women face negative consequences 
Another feature that needs to be looked al 
when considering the impact of technolog¬ 
ical change ts what Whitehead (1985) calls 
‘sex-sequentiaT nature of production pro¬ 
cess in which women’s labour is put into a 
specific sequence For instance, in nee cul¬ 
tivation, women’s labour is put into specific 
tasks tn a crop cycle such as weeding, trans 
planting, harvesting, and storage while men 
prepare the land A good explanation of this 
sex-sequential production process is given 
by Deere 

The division of labour by sex is con 
ceptualised as an aspect of the labour pro 
cess, although an economic category, its 
specific form and content is determined by 
the mutual affectivity ol the ideological, 
political and economic aspects that 
characterise the social formation (Hence] 
the division of labour by sex is rarely static 
but changes overtime it is more than a socio 
cultural convention and is responsive to 
material conditions of production (cited in 
Tadesse 1982 80] 

Social relations which are often governed 
by cultural norms and ideology are not 
static Society, social relations as well as 
sexual division of labour change in response 
to new situations The fact that female work¬ 
ers, who are generally paid less than men for 
their work in the fields, have started using 
the sickles—a man’s tool—serves as an 
example for the proposition that it is possi¬ 
ble to affect a breakthrough in the traditional 
sexual division of labour [Kerstan 1992] 
Studies on the impact of technological 
change focus only on some categories of 
labour relations—those women who work 
as family labourers or women as wage work¬ 
ers There i$ another category of women that 
IS often missed—that is women as indepen¬ 
dent producers (in case of agneuiture fe¬ 
male farmers) Female-headed households 
can also be grouped in this category What 
would be the impact ol technological inno¬ 
vations on these women'’ 

Although female entrepreneurs can be 
considered independent producers when 
compared to women wage workers and 
women who work for the family, yet they 
are not operating in a gender free world 
Independmt though they are, they are also 
constrained by the gender relations sur¬ 
rounding them Therefore, in order to analyse 
the impact of techndlogical innovabons on 
these women one needs to examine factors 
which limit them from getbng the opbmal 
benefits of innovabons such as access b> 
'vinous resources which are of significance 
for obbuning the fruits of technological 
change. 
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Access to Land Cafttal and Information 

Land is one determinant that is usually 
used to measure a peasant household’s wel- 
tare situaticMi The more land they have, the 
better-off their situation is However, this 
cnicialfaLtor IS notdistnbuted equally among 
the peasant households As has happened in 
many third world countries along with the 
modernisation in the agricultural sector, the 
distnbution ot land has become more and 
more skewed Land ownership is concen¬ 
trated among a small number of households, 
with the majonty of households having little 
or hardly any land However, this situation 
IS not that dramatic if those who belong to 
landless or near landless households still 
have access to it What happens is that they 
have neither land nor access to land Hus 
situation becomes worse when it comes to 
women In most third world societies, wom¬ 
en s nghis in land arc use nghts rather than 
outright ownership rights [Whitehead 1985] 
Although according to law and customs 
women may have the legal nght to own land, 
in practice the situation is dilfcrent In Java, 
tor instmcc according to inhentance cus 
toms men and women may have equal share 
ot the land, but in prat ticc boys have greater 
claim than girls [Kerstan 1992] 

Women s access to use nghts is also 
usually determined by their relationship with 
a kinsman like a brother, a father, or a 
husband [Whitehead 1985] Thus in diis 
sense women s access to use nght is not 
secure 

The way in which kinship status determines 
her access is in any case rather differeni from 
that of men for men s rights to land are 
mainly inherited whereas women's depend 
on an extant relationship with a living indi 
vidual rhus insofar as this relationship is 
liable to dissolution (through death divorce 
or separation) and her residual claims may be 
non-existent or difficult to enforce, her nghts 
are often insecure [Whitehead I98S 54] 
Capital in the form of credit is of impor¬ 
tance as a means to acquire and mobilise 
resources However, like the case of land, 
not all groups have equal access to formal 
sources of credit Poor groups in general, 
and women among the poor in particular 
face restnctions in access to credit and 
financial institutions These restrictions limit 
the potential for increasing the productive 
contnbutions of these groups and further 
distort the distnbuUon of income and asset 
ownership A case in ptnnt regtrding obsta¬ 
cles in acquinng credit is (hat they do not 
have acollateral or if they do they cannot use 
It as freely as men In many cases, male 
heads of household hold utle to land or other 
property and are required to sign for loans 
Where businesses are accepted as collateral, 
for instance, women may not be considered 
good ovdit nsks because they are engaged 
predominantly in small-scale informal en- 
terpnses and may not have documentation 


offormally registered business [Sdiumacher, 
etal 1980] 

Althou^ there is no law which discrimi¬ 
nates women from taking loans and credits 
from banks, almost everywhere that they are 
less available for women than for men The 
discnminatory ways in which finance is 
disseminated is not always sex-specific 
though It does affect women more A study 
showed 

Legally, there were no barriers agdinst worn 
en applying for loans however their chanc 
es of getting loans were diminished by the 
fact that none of them become ‘progressive 
farmers’ In colonial days, only the man as 
head of the family and therefore the bread 
winner was conceived of as a farmer Worn 
en could not join the peasant and 'im 
proved farmer s schemes which were the 
backbone of ‘progressive farming [Tadesse 
1982 86] 

The great majonty of rural women are 
completely unaware of the existence of most 
of the improved technologies that can help 
them When information does filter down to 
the village level, it is usually the men who 
receive it, either bee ause the extension work 
ers are men, or because it is only the men 
who have time to sit around at organised 
meetings where such information is given 
out Unfortunately these communication 
channels are rarely used simultaneously to 
inform the men about the importance of 
hel]»ng their wives through assisting them 
to acquire improved technologies (Carr in 
Ahmed 1985] 

One UNDP report says 
In nearly alt counuies agricultural training 
at low middle and high levels is given to men 
only This of course produces exclusively 
male insu-uclors instructors who, in turn 
address themselves lo the male farmers, over 
looking and disregarding women, even in 
cases where the wives daughters and hired 
female labour are doing the work [ILO cited 
in Cam 1981 37] 

In Tanzania, for instance, extmision ser¬ 
vices (composed of male agents) on agneui 
ture rarely reached the women fully in¬ 
volved in cultivation (Carr 1982] Another 
study done by Staudt (1978) revealed that 
from 212 small farm households roughly 
half of them are solely managed by women 
who had never been visited by agncultural 
officers, compared to a quarter of the jointly 
managed farms that had failed to be visited 
[in Ventura-Dias 1985) 

Women’s access to training in productive 
skills IS primarily focused on cooking and 
sewing There is hardly any training or 
courses directed to women which have to do 
with technology particularly improved tech¬ 
nology in production It is to some degree 
due to the bias and prejudices about women 
and technology Hie sexual bias in the chan¬ 
nelling of extension services is so pervading 
that technical assistance experts have trained 
men inactivities that were entirety women’s 


responsibilities, like what happened m one 
west Afncan country Government exten¬ 
sion personnel train^ men in appropriate 
coffee planting techniques even though this 
task was the responsibility ot the women 
[Carrl98S] Forinstance men are trained to 
construct and use pumps wells, filtering 
systems etc, despite the fact that it is wmn- 
en who traditionally were in charge of sup¬ 
plying water [Karl 1983] Moreover, stereo¬ 
types that women cannot manage technolo¬ 
gy arc reinforced by the tact that illiteracy is 
more widespread among women who, there¬ 
fore cannot read instructions This situation 
of unequal access to new techniques and 
institutions is reproduced through the nature 
ot existing educational institutions as 
Tadcssce argues 

New techniques based primarily on know 
how such as application of fertiliser or the 
use of improved seed varieties obviously do 
not carry an inherent stx designation for 
utilization But to a lertain degree the ac 
ceptance and use ol improved agricultural 
methods depends on education And unequal 
education lor the sexes wiih primarily 
buys sent to school or buys remaining in 
school longer than giils cieaies an ever 
widening gap between the sexes [Tadesse 
1982 87] 

It IS apparent from fhe discussion above 
that not all groups in the society have the 
same access to resource s Access to factors 
of production is much easier for some groups 
than for the others With regard to women, 
they are systematically denied access to 
land rights resources skills training, farm 
inputs knowledge extension services and 
the modern means ol production All of 
these factors arc of significance to women 
as they determine outcomes ol a new situa¬ 
tion like technological innovations I he pres¬ 
ence or absence of one ot the factors may 
cause a great difference lo the women con¬ 
cerned 

The continuous exclusion ol women from 
getting access to vital rcsouices which can 
enhance their position in the face of techno¬ 
logical innovations have marginalised them 
Marginalisation accoiding to Gnjns is 
The process by whiih power relations be 
tween people change in such a way that one 
category of people is increasingly cut off 
from access to vital resources (land and 
water capital employ me m education po 
htical nghts and so on) which become more 
and more monopolised by a small elite (Grijns 
et at 1992 11J 

If wc relate this with Sen s bargaining 
problems model then (he denial of wom¬ 
en’s access to strategic resources can be 
seen as a result of the specific pattern of 
gender relations That influences bargain- ^ 
ing position of both parties in ways that 
“differentially bias the cultivation of skills 
and sustain asymmetry of opportunibes of- i 
fered for acquinng untraditional’ skills’’s 
[Sen 1985 8] 
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The obstacles that rural women face with 
regard to acquiring new technology show 
that the social and political context in which 
new tec linologv is introduced is ol greater 
importance than the nature ol technology 
itscli 1hc I let that It IS women who often 
tend to lose ot gam less from a project than 
the men ol their class relates less to the 
technical chaiactciistics ol the project than 
to the idcolog) that legitimises and reinlorc 
cs women s subordinate position econoin 
icaily and siKially both in the household 
andtnihclargcrsocietylAgarwal I98^| As 
Agaiwal puts it 

rhcpiohicmol Kchnologual change cannul 
be liicaiLd in Iht Uchnological inmnation 
pel ft since whal is often inappropriate 
about thi innov mon is not its technical 
chaiactcnstics hui the sociopolitical con 
text III which It IS introduced (I98S 112) 
Mowc'vcr one must also Iscar in mind that 
this docs not hold true loi all cases ol 
tc'chnologic.d ch<ingc In some cases, there 
IS technology which in ilselt is inappropn 
ale Mans lepioductivc leclinologics tor 
instance may he inlicrcntiv bad lor the 
human body Additionally it is bad for 
women because it is thiusi on w imen An 
Other example deals with what cto Icmi 
nisni IS conccined about Some new tech 
nologics gcnciated do not concern the envi 
ronment at all In las a loi instance the 
increasing use ol Icrtilisei <md pestic ides in 
agriculture has in some cases polluted the 
ground watei Women who very much de¬ 
pend on this source ol water tor then pro 
ductive as well as repioductisc tasks have to 
lace this problem Ihcie arc cases where 
polluted ground waiei has caused deaths 
among iiiral popui.ition When one deals 
with questions like who produces the Icch 
nulogy irid for whose benefits one could 
argue that only ccrtiin technologies art 
generated and become available because ol 
the power lechnocrils and business corpo 
rations hold ( hoicc ol technology intro 
duced therefore can he due to powci icia 
tions in the society Kui in all c.ises ihcir 
cited IS always mediated by the social 
rcldiions including gender relations 

111 

Small Industries and 
Technological Change 

As can be seen throughout this discussion 
examples of itnpac t ot technological change 
are available mainly tnsm agncullutc There 
IS not enough material on women in small 
scale industries undergoing technological 
change 

With rcgiU-d to women in small scale in¬ 
dustries and technological change the tew 
studies done in this ucn have conimned that 
technological innovations are usually 
untavourable to women In batik industry, 
for instance, when the copper stamp (cap) 


was introduced, this became a men’s tool 
and It led to men taking over the task which 
used to be done by women using the canting 
method * Along with this change wage dit- 
tercntials also widened Stamping was then 
ascribed as ‘heavy' and requiring ‘more 
skills’, iheretore it was paid more, four to 
SIX times more than other tasks pertormed 
by women, such as canting work and finish¬ 
ing work (Joseph I987, Wiennga 1981J 

Changes in market demand tor batik that 
were artistic paintings resulted in producers 
going back to ‘traditional technology that 
IS the use of canting, a tool which used to be 
considered as women's tool and the making 
ot batik traditionally was ‘women’s work’ 
rhis new style of artistic batik has now 
acquired the label ‘skilled’ and is now done 
exclusively by men in small workshops 
(Wiennga I98l( 

Anothci case is the introduction ot new 
products and new designs in the rattan hand 
icraft in west Java (Smyth 1990] Here 
technological change has resulted in in 
c reased dittcrcntiaiion among producers and 
consequent marginalisation ot females Fx 
pencnccs in central Java show however that 
It IS possible lor women sometimes to be 
able to reclaim their economic position as 
time goes hy 

The impact ot technological innovations 
on women thus varies depending on several 
iactors One ol the factors is the selection of 
the technology Technology selection is 
determined hy access to available technolo 
gics Another factor, which is also impor 
tant IS the scKial condition in which new 
technology is introduced Examples from 
agricultuie show that many detrimental ct 
feels of technological change to women arc 
not caused by the technology itself For 
instance the inirixiuction ol new rice varict 
ics which was technically supposed to cre¬ 
ate jobs for women did not m effect happen 
because new varieties were introduced to¬ 
gether with mechanisation The supposedly 
positive impact ot the introduction ot the 
new varieties on female employment got 
neutralised by this mechanisation 
One must bear in mind when discussing 
the impact ot technological change that not 
all women arc governed by the same social 
relations In production, employment and 
social relations which regulate processes 
may diilcr from one woman to another 
fhcrc arc women who are ruled under spe¬ 
cific employment relations such as wage 
workers and family labour There are also 
women who work as entrepreneurs The 
distinct social and employment relations 
that regulate work tor women will deter¬ 
mine the cilccts of a new technique Gender 
as representation of social relations conveys 
with It the persisting inequalities as well as 
the power relations between men and wom¬ 
en Specific pattern of sexual division ot 
labour as a product of social organisations 


will also delenntne the impact of technolo¬ 
gy adopted 

Although implicit in the social arrange 
ments are the inequalities between the sex 
es, they are not something unchanging So¬ 
ciety men, women as well as the relations 
among them do and can adfust to a new 
situation, I e technological innovations as 
in the examples mentioned carliei —the use 
of sickles by women and canting in batik 
making hy men Sexual division ol labour 
may break down due to changing situations 
and which may be advantageous or disad 
vantageous to women 

IV 

Javanese Women: Between 

Ideology and Reality 

Theie is a common perception that 
Javanese women enjoy a relativdv high 
status and therefore a high level ot autono 
my and power in the family as well as in the 
society due to their contribution to the lam 
ily purse and produetion (Gccrt/ l‘)6l 
Papanck and Sthwede 1988) But recent 
studies have shown that the notion ol 
Javanese women s high statu is ilsoion 
tested Wolf (1992) and I))a|adiningrat 
Nicuwcnhuis (1987) tor instanee aigiic 
that the powir the lavanese women posses 
m Idct IS not the ical power since the 
notion ot power in lavinese s<x.icty is dil 
tcrenl from the notion ol power in western 
culture le control over income Ihus what 
seems to be the powci liom the point ol view 
ol westerners is not power’ in the real sense 
in the Javanese scKieiy Iheicforc ihc pow 
er’ of Javanese women docs not cany witli 
It any authonty 

Javani SL Famii V SvsitM 

Geerl/ in her study c onducted in Java said 
that Javanese society is a matrifocal soci 
cty in which “ a woman has more authonty 
influence and rcsponsibiliiv than her hus 
hand and at the same time receives more 
affection and loyalty [Geert/ 1961] She 
went on further to emphasise the close knit 
relationship between related women where¬ 
as the role ot male members is comparative 
ly insignificant This matntocahly extends 
to post marital residence A newly wed 
couple will usually reside with the bnde’s 
family from five to 10 years ot their mamed 
life [Wolf 1992] Matrifocalily docs not 
only apply to the nuclear family hut it is 
extended toother relatives as well [Kerstan 
1992) Thus, a woman is central m the 
family as well as in Ihe society II one 
follows Tanner’s definition of matnlocal, 
then one sees how essential a woman’s 
position IS She defines matnlocal as kin¬ 
ship systems in which the role ot the mother 
IS structurally, culturally, and etlectively 
central and this centrality is legitimised 
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These features coexist in a society where the 
relationship between the sexes is relatively 
egalitarian and both women and men are 
important actors in the economic and ntual 
spheres [Tannct m Kerslan 1992] 

The important role ot Javanese women in 
social matters has been well-documented 
{Geertz 1961, Hull 1982, Cooley 1987, 
Kerstan 1992] A Javanese woman is ex¬ 
pected to maintain a harmony (‘nikun’) not 
only in the lamily but also a harmony with 
the neighbours (social harmony) A woman 
IS also expected to maintain die social har¬ 
mony through ntuals and custom This can 
take the torm ol a least (‘sclamatan’) 
Sclamaian is very central in Javanese soci¬ 
ety Almost every event of a person’s life 
cycle IS always commemorated with 
sclamatan It occurs on tx-casions ol preg¬ 
nancy, birth, circumcision, mainage, death, 
etc At cording to Sayogya this feast also 
serves as “the major lorm of reciprocal 
inter-household social and material ex¬ 
change (cited in Cooley 1987 24] While 
the role ot men is one that is lormal and 
ceremonial, the role ot \somcn is one of 
iniormality which involves material ex¬ 
changes like buying and preparing tood, and 
deciding how much food is given to whom 
Concerning the distnhution of food Stoler 
(1977) argues that ihc real mediators ot 
inter-household relationships in the 
sclamatan arc the women, not the men 
However, seeking n^kun (harmony) is not 
something without conflicts Although in 
principal harmony means co-opcration and 
minimal conflicts direct selt-intercst works 
against harmony (Wolt 1992] Seekingnikun 
may encourage constraint, compromise, and 
sacrifice Geertz, for instance observed the 
conflicts in the family regarding inhent- 
ance White and Wolt pointed out the 
intralamilial conflicts over money and labour 
(Wolf 1992 61] Thus what is seen as the 
ideal IS not always so in practice 
Marriage is a very crucial aspect in one’s 
litc cycle in the Javanese society since it 
shows cme’s development to a higher status 
When young Javanese become mamed, they 
are said to have reached the rank ot ‘wis 
Jawa’ (Finally Javanese) (Cooley 1987] 
Before going further, it is impiHtant to 
know first about different classes in the 
society Javanese society is a very stratified 
society Hiere ate considerable differences 
in the descriptions of its structure [Geertz in 
Alexander 1987] Koentjaranmgrat, for ex¬ 
ample, diflerentiated the society into two 
groups, namely, the peasantry and the elite, 
and later on he added one more category, i e, 
the traders [Alexander 1987] Within the 
peasantry, there is still further stratification 
based on access to resources, i e, land and 
capital For the sake of cian^, we can use 
the terms the poor/rural class and dse mid¬ 
dle-class (including the elite) *1108 stratifi¬ 
cation IS important to bear in mind since it 


has a considerable bearmg on the way the 
society orgamses its social life As women 
do not constitute an independent class but 
belong to existing classes, it is of impor¬ 
tance to note these differences Norms arc 
different depmtding on the class the woman 
comes from 

Going back to mamage, the notion con¬ 
veyed by mamage is ot being a wife and a 
mother Once a woman enters mamage, she 
has to perform those two roles On the other 
side the role of a husband or the head of the 
family is that of the sole breadwinner This 
view holds true for both middle-class and 
rural class However, conceptions about 
marriage are dittcrent depending on the 
women’s class standing For the middle 
class, mamage is a way to beget otfspnng 
Being a housewife, lor them, is a prestige as 
It indicates that one is free to choose to stay 
at home [Hull 1982] Whereas fw the poor, 
mamage is seen more in terms ol economic 
relations 

Although the prevailing norms arc those 
which reinforce the high status ot being a 
wile and a mother, tor the majority ot rural 
women the reality is very different As the 
majority of rural women arc poor even 
though they enter into mamage, there is no 
way for them to |ust stay at home be a 
serving and dutiful wife and later on be a 
good mother They have to involve in gam 
tul employment either as self employed, 
wage labour or family labour To be sure, to 
some extent, this gives them a sense ot 
independence 

fhis IS borne out in the correlation be 
tween divorce patterns and the women s 
class [Hull, Singarimbun and Manning in 
Wolf 1992] Divorteismorccommonamong 
rural and poor women than among middle 
class women This results trom diftcrent 
conceptions on divorce between Ihc two 
classes of women Divorce carries greatei 
stigma for middle class than for rural worn 
en Besides, middle class women tend to 
avoid divorce because of their economic 
dependence on their husbands For poor 
women, dependence on men is less, for 
economic reasons but more for their moth¬ 
erhood [Gnjns 1987] 

Thus women from the poor class are more 
ready to face divorce or separation The 
divorce rate among lower class for instance 
in eastern Java was 47 per cent based on the 
1953 ofiicial statistics (Kerstan 1992 132] 
However, this rate has been declining from 
time to ume Kasto, in his study done in 
Yogyakarta in 1982 reported that the di 
vorce rate was 10 per cent [in Kerstan 1992] 
Another study done in 1992 by Beming- 
hausen and Kerstan (1992) showed that the 
divorce rate in their village of study was 17 
per cent The decline of divorce rate is due 
to new laws governing divorce as well as the 
conunuous state propaganda in reinforcing 
the role of a woman as a supportive wife, a 


good mother, and an impeccable housewife 
[Wolf 1992,Wiennga 1993 LembagaStudi 
Realino 1992) Theic is a strong influence of 
the middle class norms which sec a wom¬ 
an’s role solely as a good mother and wife 
The image of this ideal woman is also 
reinforced through state run women’s 
organisations In their programme, they 
emphasise the important double role of 
women in the lamil> Although llie ideal 
image and thi norms aie ot a woman being 
a wile and a moihei in reality the niajonty 
of women arc also family providers 

Sonic wt Iters prefer not to use the concept 
status since It IS not i Icar m definition and 
may raise confusion Instead ot status, 
Sanday suggested authority’ and power’ 

1 he first implies the light to eontrol the use 
of joint rcsouices ind the lives of others 
whilst thelallii indic lies the ahilitv to influ¬ 
ence decisions made bv those with authonty 
(Sanday in Whyte 1082] Stoler prclers the 
use ol the tcims lemalc autonomy which 
signifies the csteiii to which women exer¬ 
cise contiol over Ihiir own lives and have 
social power Ihc litter is the extent to 
which women exercise control over the 
lives ot olheis (Stoler 1977] Here, I will 
follow the definition ol status as Icmale 
.lutonoinv and scxial power proposed by 
Stoler 

\ worn in s st itus III the society is usually 
linked to het lole in production In some 
tribal sex leties lor instance where men and 
women work lor subsistence the women 
hav» as equal stuns as the men In early 
China women eiiioved a relatively high 
status when they welt liHid u itherers (Lang 
in Whyte 1982] Some see tcudalism and 
colonialism as havine contiibuted to the 
deterioration ol women s status in the soci¬ 
ety IS women lit iclcgatcd to subsistence 
production while the men woik on cash 
crops (Boserup I9’0) Howevci this is not 
always the e ist The eolonialisaiion period 
in Java lor iiisiaiiee is pointed out by Stoler 
didnotdetre isi women s economic eontri- 
butiun 111 prixlueiive activities Thus, ac¬ 
cording to her It IS not the type of produc¬ 
tion but the pioduetisc relations involved * 
which are more ini|)oriant tor social power 

In Javanese sixitly status is conditioned ' 
by class standing In J iv.mcsc settings, sta 
tus IS linked with the possessionof land Due | 
to the mercMsingly stiatificd agranan econ- ^ 
omy as a result ol intensification in paddy 
production land has become concentrated 
in the hands ot a small number of people It, 
therefore leltlhi majority of households as > 
well as the maiority ol rural women without 
sufficient amount to meet subsistence needs .i 
[Woll 1988) I his polarisation has caused 
widening of the gap in wealth among the 
peasantry Consequently, it has also wid¬ 
ened the gap m status among women ] 
Besides class, status is also linked widi ■ 
generation and age This can be seen through 
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the language used in the scxiety Javanese 
has several levels ot languages from the 
most formal one to the most i usual (coarse) 
one The level ot language used is deter- 
mmed by the sotnl position of both parties 
For superiors md older people, a more 
formal lorm of language is used Whereas 
for infcnors and the young the form of 
language used tends to be the casual or 
coarse one 

Age IS also an important determinant in 
one's status In Javanese kinship terminolo¬ 
gy relatives are addressed in generation- 
speeitic teims and not in sex speciHc terms 
[Gnjnsl987| I oiinstance whenaJavanesc 
addresses sonicbexly s/he always uses terms 
such as ‘younger sistcr/brother’ or older 
sistcr/brother 

Another aspect which is also an important 
aspect in determining one s status is gender 
A husband will address his wile by using the 
term adik meaning younger sister even 
though there is no igc dilierciice between 
them In many eases a husband addresses 
his wife only by using the wile’s name 
Adversely, a wife will address her husband 
by using the term mas meaning elder 
brother’ ot piik meaning lather but nev 
er docs a wife address her husband only by 
calling his name With regard to that Grijns 
says that this indit ites the association of 
male with older which is mure appreciated 
than female and younger In this case a clear 
link IS established men s social status is 
higher than women s (1987 110) In gener¬ 
al It can be said that the combination of age 
and having thiidren in the framework of 
itiamagc plus the class standing determines 
the social status o( a J ivancse woman 

Si xt At Division oi 1 \boi r 

Working women in ias at spec tally among 
peasantry (the group of women we arc deal¬ 
ing with in this paper belong to this catego¬ 
ry) arc not something u lusual Both men 
and women work hand in hand for the 
survival ot the family The Javanese, unlike 
other societies do not automatically consid¬ 
er women to he ignorant and incompetent It 
IS very common for Javanese women to 
contribute to the household economy Many 
studies done in Java pomicd out that Javanese 
rural women arc vety ai live m gamtui em¬ 
ployment and this has become an attribute 
of Javanese women s relative high status 
IGeerU 1961 Papanck 1987 Hull 1982] A 
woman who does not work while she is in 
fact capable is considered tobc la/y and will 
be looked down upon by other women 
Despite women s participation in the 
household economy the Irgditionai sexual 
division of labour which is apparent in 
Javanese society is the association of wom¬ 
en with reproduc tivc work such as child care 
and domestic chores, and men with produc¬ 
tive work The implications of this division 


td women are two-fold while women on the 
one hand have to participate in gainful em¬ 
ployment, on the other they also have to do 
the household tasks such as domestic chores 
and maintenance of the households This 
has resulted in double burden for these 
women The percepbon of gender roles in 
Java IS one of ambivalence A woman is 
expected to make economic contnbubon to 
the household income, yet they are per¬ 
ceived to have the sole responsibility for the 
material and psychdogical well being of all 
household members It is the woman’s eco¬ 
nomic responsibility to cany the household 
through bad penods 

Women’s incomes pnmanly go to the 
fulfilment of day-to-day maintenance and 
men’s earnings go to larger but more casual 
expenditures such as school fees or the 
purchase of consumer goods (Smyth m 
Utrecht 1989] Consequently, women tend 
to engage in work which is less nsky but 
gives steady income However, this pattern 
of labour allocation within the household is 
also attached to the social class of women 
For the majonty of women who are usually 
from landless or near landless families, they 
tend to have a secure and steady flow of 
income Whereas women from wealthier 
and landowning households tend to under¬ 
take nsky but lucrative jobs which require 
large capital such as bank and jewellery 
trading (Papanek 1987, Hull 1982, Utrecht 
1989] 

Due to their contnbubon to the family 
income one can therefore easily draw a false 
conclusion that Javanese women have rela¬ 
tively high status Yet, if one examines 
further what actually constitutes ‘power* m 
Javanese nobon then one can sec that the so 
called ‘economic power’ a Javanese woman 
has, IS a ‘shadow* power, not real power 
Javanese has a different notion of power 
from the western one In the western nobon 
control over money, here extended to eco¬ 
nomic independence is equated with power 
Power in Javanese emanates from different 
sources Power is more about ‘good person¬ 
al traits’ rather than the material one 
[Djajadinmgrat-Nieuwenhuis 1987] Thus 
trading irt a market for daily necessibes, for 
instance, dose not cany high status Based 
on the Javanese beliefs, only men who can 
achieve inner enlightenment and good per¬ 
sonal traits Women, due to their biological 
function are constrained and trapped in 
malenai and social dictates, therefore diey 
cannot achieve inner enlightenment Conse¬ 
quently, women are assigned to worldly 
business such as gaming material things or 
involved in income earnings activities 
[Djajadiningrat-Nieuwenhuis 1987, Kerstan 
1992] Thus, It IS no wonder that Javanese 
women are acbve in their participabon in 
income producing acbvibes 
Pbr t Javanese wonian, earning money is 
a must and It IS a part of their obhgabon d$ 


a good Javanese What consbtules as‘good’ 
or ‘bad’ again is condiuoned by specific 
culture of this very society Therefore, earn¬ 
ing money does not directly correlate with a 
Javanese woman’s status In fact, it carries 
with It more burden lo the woman 

With regard to women’s economic pow¬ 
er, Erryeson said that "such economic pow¬ 
er may in fact represent the opposite of 
power in cultural terms, accruing lower 
rather than higher prestage” [cited in Wolf 
1992 64] Therefore, one cannot directly 
draw a link between women’s parbcipabon 
in producbve actmbes and their status 

The discussicm above shows Jhe discrep¬ 
ancy m the valuation of women’s status 
between ‘norms’ and actual practice With 
regard to Javanese women, they are on the 
one hand viewed as the sole family 
maintamers who should put family’s affairs 
above anything else On the other, they are 
required to be active in gainful employment 
as well as m social relations This has caused 
a lot of strain to women, tor their burden 
mutbplies This phenomenon holds true lor 
the majonty of Javanese women who due to 
economic necessity, have to lunction as 
productive and reproductive workers The 
mulbple burden that the women face will no 
doubt limit their movements and opportuni 
ties 

With regard to technological innovations, 
ideology and norms can be an obstacle to 
acquire new technology It is tradition that 
has tended to make modemisabon a bit of an 
‘enemy’ lo women’ [Sen 1987 T8| This 
means that traditional relations between dif¬ 
ferent sexes may create an environment m 
which technological change will be 
unfavourable for women This has already 
been proven for technological change in 
agriculture My case study focuses on tech 
nological change in small scale industrial 
enterprises 

V 

The Village Setting 

The village Karanggeneng is located at 
the outskirts of Boyolali town Since 1992, 
a nng road which connects the capital city 
Semarang and Surakarta passes through this 
village Consequendy, transportation to and 
from this village has become quite easy 
Not only is banspoitabon easy, but also its 
unique location, i e, its nearness to towns 
and cenbes have a considerable bearing on 
the village economy as well as the villagen’ 
way of life Easy access to and from the 
viltege has increased the mobility of the 
people As a consequent, people from the 
village may go to the nearby towns or cibes 
once there is a demand for their labour or if 
the empbyment condibon in the village is 
not sabsfactory enough This is apparent 
from the relabvely high wages in the village 
compared to agnculturai work elsewhere m 
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rural central Java Theeasymobiiiiy togoto 
the nearby towns hav changed the lite style 
of the villagers, particularly the youth They 
go to cinemas in towns they vs car jeans and 
other *urban' clothing which Ihcy did not 
wear belorc 

The population totalled S 20S m early 
1990 of which 2 562 are men and 2 641 are 
vsomen Most of the v ill mers have iclalive 
ly low education OI 4 741 inhabitants who 
are above school age < 747 or 79 per cent 
received education at piimarv schiKil level 
or lower The relatively low educational 
level of the people limits their employment 
opportunities in the labour market I his c an 
be seen through the kinds of occupation or 
work they undertake 
According tooflicial village statistics ot 
1987, the cKCupational situation ol its in 
habitants can be described as lol low s f roin 
Its total population I ()(K) villageis or 16 9 
per cent arc involv ed in agric ulturc as cither 
larmers or wage labourers (fable 1) People 
working in the tile industr) were registered 
as cnticprencurs industrial laboureis as 
Well as construction laboutcis 1 he dat i was 
collected by the local goveinnicnt and it is 
not really reliable It can only be used to give 
the general picture ot the iKcupation situa 
tion in the village Another disadvantage is 
that village <x.cupational statistics aic not 
disaggregated by gender 
The table gives the impressum that agii 
cultural work is still important In reality 
however many arc not involved in agncul 
tural work at all due to the small si/e ol land 
holdings as well as the characteristics ol the 
soilinthisvillagc (Iable4 the land holding 
si/e) In my research I also encountered 
people who considered themselves as I aim 
ers but who in fact do no tanning One must 
beat in mind that we arc dealtng with olticial 
data in which its icliability is questionable 
Foi instance the data does not pay any 
attention to secondary cKcupation 
The relative important col tile production 
as a source of income is shown in 1 able 2 
The data was computed from a survey done 
by the Faculty of ^onomics, Satya Wacana 
on SOhouseholds in the village in 1988 The 
average annual income ot a tile household 
amounted to 1950 ot which 66 per cent 
came fiom tile making This means that the 
contribution of tile making to an annual 
household income is ot significance With 
regard to land holding si/e, it is apparent 
trom the table that land holding is very small 
amounung loO 26 ha on average This means 
that most households arc not involved in 
agriculture 

History of Tii t Makino 

Tile making has been a traditional work 
for the villagers This kind of home based 
industry started a long time ago However, 
there has not been any documentation on 


when It exactly started According to local 
sources, most persons made tiles as children 
helping their parents in this activity One ol 
the producers said that he had started to 
make tiles 50 years ago Most ol the villag 
ers acquired their skills in tile nuiking trom 
their parents It means that tile making is an 
inheritance while some others got their 
skills through apprenticeship They worked 
(or their neighbours or relatives bclote they 
started to produce their own tiles 
Kaianggeneng rcxil tile industry was one 
ol important soutces ol income generating 
activities outside agnculture tor many house 
holds in the village During the 197<)s rcH)! 
tiles trom this village were quite lainousand 
had good demand in the market All produi 
CIS made standardised tiles using simple 
technology However, the general improve 
mem in Javanese standard ot living in the 
l9K()s [Booth and Danunik 1987) has led to 
demand for better quality tiles Bcttci qual 
itv tiles are more cxjicnsive than the tradi 
tional ones but they carry with them a 
higher status and they last longer I he shift 
in demand tn>m traditional tiles to better 
quality tiles i e press tiles has declined the 
piospcct ot traditional tiles market As de 
niand lor traditional tiles became limited 
and they started to lose their leading loles 11 
other regency producers in which the latter 
have been able to shift to demand lor better 
quality tiles, some innovative pruduceis 
tiled to adopt pu ss machine Due to lack ot 
knowledge in the production it was a fail 
ure ('haracteriscd by the closing down ol 
some prtxiuction sites 
At the end ol 1987, twelve male producers 
were brought (on the initiative of the Fat ul 
tv ot Economics ot Satya Wacana which 
have been actively involved in icscarch m 
this regency since 1984) to vistt clusters of 
press tiles producers in other regencies i e 
Kebumen and Jepara, and to make a com 
paiativc study whether the same technology 
can be used in their village Ihese visits 
made it possible for them to gam know Icdec 
coheerning the use of press machine As 
sixm as It was feasible, credits were given to 
them Assistance trom outside was provid 
cd by a lcx.al NCiO It ottered cheap c redit to 
be paid back at lavourabic instalments Here 
It Cim be said that access to information 
turned out to he a key factor to stimulate 
adoption of new technology In eai ly 1988 
the First press machine was biought into this 
village It marked the beginning ol the new 
tile pnxluction era in this village 
According to a 1987 survey, there were 
174 households producing tiles jSulanjan 
1990} At that time all households prtxiuced 
traditional tiles, in which the production 
prcKcss IS done by using a hand tool From 
the research done in 1993 on 104 house¬ 
holds producing tiles, the pattern of tile 
producing households has changed consid¬ 
erably From 104 households, 54 house¬ 


holds are involved in producing solely trtKii< 
tional tiles, 24 households produce bbtt 
traditional and press tiles, and 25 product 
press tiles only (1 able 3) The table aisc 
shows the sexual composition ol the pro 
ducers From 104prcxluccrsonly24orone< 
fourth are women, and they arc all produc¬ 
ing traditional tiles None ol the temak 
prixluccis makes press tiles 

None ol the households rcscaahed owr 
wet land I hey vmly have dry land and 
gardens 7 he aveoigc dry land is 106 square 
metres, and I 150 square metres tor garder 
(Tabic 4) This finding is in accordance with 
one ol the surveys done in 1987 on 34 
households The average si/e ot wet land- 
holding was 0 01 ha and dry land was 0 11 
The small si/c ot wet land shows that in thn 
villagt tanning is not the mam source ol 
income 

Prodik iionPrixess 

Bcfoic going to the methods ot tile pro¬ 
duction It IS worth describing the general 
pKK.ess of tile pnxluction fhe mam input 
loi tiles IS clay Some clay pits arc commu 
nally owned by a group of tile pnxiucers, bu 
there are also pits which are pn vately owned 
However, due to local government’s plan K- 
limit the number of clay pits (tor severa 
reasons such as environment protection' 
building housing complex), more and moM, 
prixluccrs buy clay from clay producer 
which cost Rp IS 000 per cubic metn 
(1 US $ = Rp 2,000) Firewood, which 
needed tor baking tiles, is usually purchasts 
from traders It costs Rp 60 000 per smal 
mini truck load and it can be used for on 
time baking only Usually tor one tim-*' 
baking whicii means 5,(X)0 tiles m averag ' 
(one batch), the amount ot clay needed 
tour cubic metres for traditional tiles, aiv ^ 
live and a halt Cubit metres tor press tile$,i 
The difference in the amount of clay needd | 
IS due to the compactness of tiles As pre^'j 
tiles are more compact, therefore they ne^ 
more* input ol clay per unit ) 


I AHl 1- I Oil UPATIONAl .SlTVATIUN Op PFCMSXk { 
ABOVL 10 IN (987 ‘ 


Occupation 

Number in 
Absolute 

Number t 
Percenia 

Fanners 

527 

1 

Farm labour 

473 


Entrepreneurs 

87 

3 

Industrial labour 

390 

14 

Construction labour 

456 


Traders 

340 

1 

'2 1 

Transportation 

244 

9 I'l 

Civil servants 

139 

« 

Retired 

27 

1 

Miscellaneous 

105 

4 < . 

Total 

2792 

too 1 


^f/unr Monograph of Karanggencg. Dece 
ber 1987 ‘ 


wsk; 
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There arc two production processes ol 
tiles in Karanggcncng I he tirsi one is using 
very simple technology whnli m iinly com 
pnscs two piinltiic tools made ot wimxI a 
piece of wiKxl to luh and snuxiih the suiface 
of the wet tiles i pit ts ol cold to clean the 
wet tile from ns k maining dny a kiln and 
the human power Ihc liks pioduced hy 
using this technology ajc called tiadilional 
tiles which arc dillcient liom the other tiles 
produced by using moie adv meed technol 
ogy 

The basic ingridu’iits ol the two piiKiuc 
tion pnicesscs arc ahiio'i the s.ime They 
consist ol clay and lire wood I oi tiaditional 
tiles, sand .md water art needed which aie 
not neaied lot press tiles proeliietion hut 
peanut oil <mel parallin instead ftadiiional 
tiles’ production insolves several stages 
Stage ! '(heclay which is usually still in (he 
lorm ut a big clump is cut by using i cord 
This smaller clump ot e lay is then pul on a 
piece ot pnnting tool with the pcison stamp 
mg her tcct on it so that the clay will he 
pnnted the printing t(x>l I he longei the 
person stamps the clay and the hca\ icr she 
IS, the better the result is ns gixxl tiles arc 
those which are compact 
Stage 2 Alter the clay has been printed and 
becomes sheet clay piece by piece is then 
put on another printing tool (this is ditfercnt 
from the first one The pnnting Uxil here is 
the one which has the shape ol a tile) By 
using a piece «>( blunt wexxi the clay is 
nibbed and smoothed 

Stage 3 Another piece ot cord is used to 
clean the pnnted tile trom its icmaining 
clay 

Stage 4 This new wet tile is then put on the 
ground by standing it so that it gets aired At 
this stage, the tiles remain in that position 
for one day so that they arc haid enough 
Stage 5 The following day, the tiles arc put 
on the sun for two days before they arc ready 
to be baked At this stage it thcic arc 
cracked tiles then they arc mended lust 
Stage 6 The sun-dried tiles arc then put in 
She kiln The baking pnxxsss of tiles takes 
line hours 

The making ol press tiles also involves 
,<evera] stages The difference is that here, 
uage 1,2, and 3 of traditional tiles produc- 
ion are combined all together so that it 
lecomes 2 stages To make it clearer all 
.tages in the press tiles production pruees 
,^JCS are desenbed as follows 


Uage I A clump of clay which has been 
.• Diked by using a clay mixer is taken tiom a 
one and then hit by a big hammer so (hat 
becomes a sheet ot clay 
y^itage 2' This sheet clay is then put at (he 


ness machine and then pressed 
it^kige 3 The wet press tile is then put on 
(i|selvea to get aired 

piftige 4 , As the tiles harden enough, they are 
cleaned from its remaining clay (scrap- 


1^26 


Stage 5 The lollowing day, the tiles are put in press tile producUon is 0 92 compared 

on the sun for three days to get hard to their male counterparts which is 3 27 

Stage 6 As they gel hard they are then pul (Tabic 5) 

in the kiln lo be baked Like traditional tiles. The use ot workers, cither family or wage 
the baking takes nine hours workers or both show the scale of produc- 

Ihe production ol one batch which con- tion The average use of workers between 
sisis ol 5000 tiles, normally lakes 10 work- lemale and male producers is diflerent Fc- 
ing days However the working days need- male producers usually use more ot family 

cd can vaiy among producers as well as the labour and less wage labour The use ot 

type ut tiles, i e traditional or press One tamily labour amounted tor 2 08 and wage 

lactoi IS the use ot workers It more workers labour 0 6 respectively Female producers 

arc used then the amount of ‘i,0(X) can be also use less wage workers than the male 

ii ached in fewer days Another lacior is (he producers trom either traditional press, or 

type ol tiles II press machine is used then combination producers 1 he average use ot 

the amount ot working houis and davs need wage wotkers is 0 6,1,4 2S,andp 8respec 

cd IS less than it press machine is not used tivciy In general female producers use less 

Besides press tile prixiuccrs also make use labour than their male counterparts Itmeans 

ol nioie labour especially paid labour and that the scale ot piixiuction ot female pro 

they use it more intensively As a conse ducers is smaller than that ot men In other 

qucncc (he standard amount ot S (KM) tiles words lemale producers only operate at a 

Ccmbuprixluicdin IS6 working houts while small level ut pioduction ut scale 
the same amount ol traditional tiles needs Rooting tiles arc the dominant rooting 
20U working hours I Sulaiiiari 1990) Ihc iiiatcnal tor housing in urban as well as rural 

unitpiKCof tiles goes up trom traditional to areas in Java 1he market for root tiles is 

press and (recently) (u cement tiles' tradi part ol the larger market tor construction 

tionallilcs'priccrangcstruniRp4()toRp‘iS niatirials the consumers lor iraditional 

per unit while tor press tiles it is Kp 60 the tiles nc dittcrent Irom press tiles The buy 

cheapest up to Kp 90 the highest per unit ers toi tiaditional tiles arc usually 

In tiadilional tiles prixluclion all stages ncighbouimg villagers For them (he qual 

but (he last one are done by women In ail ity is not that important, lor they .ire cun 

households w hu h piixlucc tiles women are strained by their income Whereas ihe buy 

always doing the traditional tiles pnxiuc ers for press tiles are more varied They 

tion The iharactciistics ot womcti who come liom rural as well as urban areas 

work in traditional pitxluclion vaiy Age Thcicarclhiccdistributionchannelsused 
lor instance ranges liom 12 yt irs up to 80 in tile maikcting The first is hy the use ol 

years with the average age is 44 4 ye<us out conirai tors juragan In this c ase the 

Whilst in press prcxJiiction, the avcMgc age out contractors piovidc Ihe inputs including 

of women workers is 36 years with the Ihc machinery As producers (to be more 

youngest being 20 yeais old and the oldest exact wage workers) do not provide any 

48 years old thing except their labour power they de 

I he situation in press tiles production is pend entirely on (he out contractors The 

quite ditterent Here the labour used is out contractors can decide the price ut tiles 

usually male labour Ol course there arc to he bought trom (he prixJueers Therefore, 

households producing press tiles which the price ol tiles in cases like this is the 

employ women, however, their number is lowest The second one is the use ot middle- 

limited Furthermore the weimcn workers men makclar’ A middleman ekies not have 

employed here usually only do the scraping, the tight upon Ihc tiles He functions only as 

I c. cleaning the dried tiles trom the remain a mediatoi between the buyer and the pro- 

tng clay and sometimes do stage I, le duccr He makes profits hy marking up a 

hitting a clump ol clay so that it becomes a certain percentage ol the price ol tiles at the 

sheet clay The rest is done by male labour market price However, due to the easier 

Therefore, the number of women workers access to the production sites m this village 

here IS small compared to their male coun- in which final buyers can buy directly trom 

terparts The average female workers used the producers, the service of middlemen has 


Tabic 2 Huusciiolds in Karanoginlc 1988 


Household 

Category 

Number 

Average 
Fducation of 
Ihe Head of 
Household 
(Ycais) 

Landholding' 
(Wet and Dry 
Land Ha) 

Total Household 
Incoitie/Year 
(Rp 1000) 

Per Cent 
of Tiles 

Tile households 

12 

S 1 

03) 

1950 66 

Other households 

38 

6 1 

0 23 

2003 0 

All households 

SO 

59 

0 26 

1991 28 


Simne Sandee and Weijiand 1989 
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become less significant Lastly is direct 
distnbution, which means that producers 
have a direct transaction deal with the con¬ 
sumers This kind of marketing is most 
popular because producers can get the opti¬ 
mal price so that the profits arc also high 
from a study done in 1991 on 14 producers, 
15 per lent used the service of out contrac 
tors 14 5 per cent used the service ol bio- 
kers 26 5 per cent used dircit distribution 
and 14 per rent for of hers such as material 
shops [Timotius 1991 25) 

I lie making is ol significance as a source 
of income lor the villagers It is apparent 
Irom the contnbution of this activity to the 
household’s annual income compared to 
other .Ktivities The data also shows that 
different! ition among producers has taken 
place While in the past all producers made 
tiailition il tiles after the introduction of 
hand opciateci press m ichine they have pro 
duced either traditional oi pi ess or tiadilion- 
al and press tiles The adoption of the new 
technology has also led to spccialisaiion of 
I isks between men and women Women are 
specialised in the making of ii idilional tiles 
while men arc in press tiles production 


VI 

Women as Entrepreneurs, 
Wage Workers, and 
Family Workers 

Hide aie thiee kinds ol women s in 
voivcnicnl in tile production Some women 
arc involved in the pioductioii as indcpen 
dent pioduicis whu h means that thev man¬ 
age then enterprise ot they have relatively 
high control over the piixJuction comp<ired 
to their husbands Ihcic ne also women 
who work under ceitain cmplovmcnt rila 
turns such as wage workers and family 
woi kers 

Female producers usually produce tiles 
on the backyard of their compound They 
start to work after finishing the daily chores 
suchasccKiking washing and fetching water 
Usually they start between seven and eight 
in the morning I hey do not go to the market 
foi toexf and other daily household necessi¬ 
ties as there arc vendois who come to visit 
their compound Fhcy work until three to 
four in the afternoon I heir woiking times 
arc not so ngid as they can stop tor a while 
to rest or to tend their children This is the 
normal pattern ol their work 

With icgard to the adoption of hand press 
machine in this village their working pat¬ 
tern has not been disrupted as they do not 
shift production They remain prcxlucing 
the traditional tiles Fheir working load is 
more or less the same after and before the 
adoption 

As independent producers, they have con¬ 
trol over their own enterprise They can 
decide when they want to produce, at what 


rate, and how many woricers they will em¬ 
ploy The more important thing is that they 
also have access to the profits they obtain 
from their business Included in thiscatego 
ry of women arc women-headed households 
who produce tiles and control and manage 
their own business As can be seen I mm 
Table 6, all of female entrepreneurs produce 
traditional tiles Moreover they produce 
tiles on a small scale as it is apparent from 
the number ol workers used (Fable 5) 

Why has there not been any female entre¬ 
preneur who has adopted the hand press 
machine’ Ihe explanation has to do with 
obstacles the women lace Obstacles here 
can be norms the notion ol appropriate 
roles about what a woman is supposed to and 
should do As has been mentioned eaihcr 
even though a Javanese woman is supposed 
to be active in income canuiig she should 
not exceed her husband in many ways 
income, or social status New technology 
docs not only carry a high status hut it also 
caines male’s prejudiced view that only 
men are capable ut dealing with new tech 
nology 

Many lemale prixiucers did not adopt this 
tcchnologv because they do not want to be 
viewed as wanting to overstep the men’ or 
they would be considered as women who 
could not accept their karma kodrat’ Fhey 
keep pnxluc mg tiaditional tiles on a small 
scale because for them it is more than enough 
On the one hand they can contnbute to Ihe 
family purse on the other they do not threat 
en their husband s standing Such a view is 
also in accordance with the answers given 
hy the women when they were asked about 
the charactenslics of a gcHxJ woman Many 
ot them said that a gcxxl woman should be 
able to work hand-in-hand with her hus¬ 
band, submissive and acquiescent ’nnmc>’ 
Conversely their husbands also do not en 
courage them to undertake hand press pro¬ 
duction 

fbu Darini is a uaditional life producer She 
has been m this business for 15 years Her 
husband woiks as a tile middleman When 
asked why she did not use hand press ma 
chine while many of the producers have been 
using It, this IS her answer 

press machine what for ’ it is not nec- 
essaiy for me (mboten usah) Making tradi 
lional tiles is enough and convenient Be¬ 
sides to make press tiles, one needs a large 
amount of capital ” 

Indicative from the above answer of the 
female producer is the obstacle which has to 
do with capital To adopt this new technol¬ 
ogy, one needs a large amount of capital for 
their standard The machine plus the instal¬ 
lation will cost them Rp 1,000,000 to 
Rp 1,500,000 For women this large amount 
of capital IS impossible to finance by them¬ 
selves They cannot ask for the capital from 
their husbands due to what has been men¬ 
tioned above 'The tmly way to finance it is 
through loans Loans can be from legal 


insiituii''ns such as banks and from non*,ji 
formal ncs such as non-govemmeflt j 
organisations (NGOs) moneylenders, and 1 
bcngkcl ' I 

Although there is uftiiially no disentnt- I 
nation against vccimcn who will ask for loads i 
or credits Irom hanks, the fact is that most I 
women never visit banks let alone borrow i 
inonev liom them fhe male bias in lending | 
money to women prevails everywhere This | 
IS also the case found in this industry The | 
NCjOs agents as well as the bengkel pro* 5 
diicers onlv give credits to the male head of \ 
households ] 


( ultural norms have become a bomcr in 
the adoption of new technology by females i 
(iiltuidl norms about the appropriate roles | 
ol men and uomen have resulted m male 1 
hi IS in disseminating the information of the J 
new technology in the first place Only the | 
men who gut access to the hand press ma- ^ 
chine In addition, tlu: same norms aisc 
hmdet women from getting access to capi 
lal Access to capital as well as access Ic 
mfurmJUon are the immediate hindrance! 
that one can immediately recognise, bu 
what lays under it is of most important, tr 
this case cultural norms and ideolc^y 
Technically women arc able to handle the 
press machine as it is not something dtfS^ 
cult This has been proven elsewhere in mm 
Java However, the prevailing norms as wel 
as the prejudices exist with regard to nev 
technology have hindered them from adopt 
mg the new machine 
Another tentauve explanation, which stil j 
needs to be further venFied, regarding th I 
absence of female entrepreneurs who pro | 
duce press tiles IS that there might have bee < 
traditional female entrepreneurs who adop^ f 
ed the new technology, i c, hand press 
chine, but as soon as ules had becom ^ 
commcaialised, the husband took over tb i 
control of the enterprise, therefore, ihe | 
status In the production was no longer 1 1 

Table 3 NummsB or The Producino Housbmou ^ 
BY Sex and Caikioicy. 1993 


Number of Number < f 
Female Male 
Producers Praducei 


1 radiuonal 

24 

31 

Press 

- 

25 ' 

Combination 

- 

24 ' 

Total 

24 

80 ' 


Table 4 Averaoe Scs^or LAimHOLOiNas or 


DtfswENT CAnooaas 


Oiy Land 

Owl 


(m2) 


Tiadmonal, female 

4347 

JlOf 

Traditional, m^e 

238 71 

1232 

Press 

IS8 00 

1149, 

Combination 

9296 

1139 

Total 

10600 

1130’ 

Source Own data. August 1993. 
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independent pnxluccrs but lamily labour 
There have been some poinitrs Ibis lead to 
that oesurreme First is ihat iIk cultural 
norms as has Ken picviously mentioned 
imply that a woman’s si indmi; is supposed 
to be lower lh<in her husband As new tei h 
nology conveys high si itus then it is sup 
posed to be tbs mm in the household \sho 
takes commandot It Scsondly irelheprcj 
jUdices cunciining women s capahililv m 
paling with machine Ihiid the last that 
there are no female enireprenc iirs w ho pro 
(ducc press tiles and the Iasi om is iht tact 
(that female enocpiencurs only operiii with 
itraditional technology 
X Similai to the daily p mem ot otlu i worn 
^en in the village the women who work as 
(Wage workers’ m tile mal ing also si ut their 
jday belore dawn f hey then eo to the river 
fto wash clothing and letch water and then 
Tthey go home to prepare the me il lor the 
ptamily foi the whole day I hey also have to 
iiget the children ready loi sshool It they 
phase non schiml age children then it is very 
pcommon that Ihcv will hnnu them to then 
tfWorkingplace 1 heir husbands occasion illy 
tfhclp out but the women beai the responsibil 
5ity 

{> There arc two types of fem.ile wage work 
pers in tile prcKluclion those who work in 
{flraditiunal tile production, and those m press 
tH>)e prcxliiciion As has been mentioned in 
lljthe previous chapter their tasks arc dilter 
(t«nl in the two production processes In 
$itradittonal production they arc involved in 
cithe whole prcKcss except baking while in 
elprcss tile prcxJuction they are only involved 
9|in a tew tasks such as sciaping and making 
pshects clay 

ll Two kinds ot payment are applied The 
ofirst IS payment on a piece ra;c basis The 
Amount of income a workci can get depends 
non the nunibci ot tiles they pioduce 1hc 
omorc they produce the more income Ihcv 
Hgcl The second type of payment is based on 
^aily basis 1 hus the number of tiles they 
liiproduce docs not influence the amount ot 
]|Wage they get 

' Both payments are applied in traditional 
well as press production In traditional 
lakiles production, although many use a piece 
orate basis but a considerable numter ot 
g^orkers arc still paid daily F torn 11 produc 
i^ers who employ wage workers 12 or more 
i^an onc-third pay their workers daily 
n|[Table 6) From the table, it is apparent that 
ijmore female wage workers arc employed in 
f^is traditional tile prtxluclion (16 people) 
bpompared to male workcis (IS people) 

In press production almost all workers are 
apaid based on a piece rate basis From 27 
^ress producers, 21 or 77 per cent apply 
^lece rate basis The use of male workers 
there is more prevalent than female workers 
^e number is 82 and 21 respectively It 
|]neans that in press production tor every 
three male wage workers there is one te- 


male wage worker employed Besides, the 
women workers who arc employed in this 
production are usually those who arc still 
young (the average age is 16 years old) The 
wide use of this kind of payment and the 
employment of young women arc intended 
lor more intensive use of labour in the 
pioduction of tiles I his is in accordance 
with the purpose ot the introduction ot new 
tec hnology Ihat is to incrcMsc labour produc- 
tivily 

There is also i wage differential between 
produc ing press and traditional ti Ics although 
they arc paid based on the same category 
F or pre ss tiles the as crage payment per unit 
IS Rp 1*5 lor men and Rp 6 for women The 
dveiagc unit a wotker can prixlucc in one 
day IS aiound (M 7tK) unit tries T hus in one 
day a male worker c.in get about Rp 6,000 
(US 1> 1) and a female worker Rp 4,000 
(US S 2) As lor daily basis, a male worker 
will get Rp 4 (K)0 per day and Rp 2 400 tor 
a female worker Fhc wage dillcrential he 
tween piece rate and daily basis has made 
workers choose the first one, but as aconse 
qucnce they liavc to work intensively I here 
arc only a lew male workers paid on daily 
basis and they arc usually those who are 
quite old I'or those who are young and able 
they prefer to be paid on a piece rate basis 

In traditional li Ics production the as erage 
payment lor a piece rate basis is Rp 4 IS In 
one day, a worker can make about 2SO-150 
units Thus she can get an aveiagc ut 
Rp I ISO per day A daily paid worker will 
get Rp I 4S() In traditional tiles producuon 
thetc IS hardly any paid male workers except 
in baking For baking which lasts lor nine 
hours, a male worker will get Rp S(X)0 All 
ot the payment mentioned docs not include 
the meal Meals arc usually brought from 
home or in some cases, the employers pro¬ 
vide It but then they have to pay lor it 


The relatively high wages in this village is 
to some extent caused by Us nearness to 
towns and centres Fhc wage rate here is 
influenced by the wage rate in towns or 
c ities In order to attract people to work, the 
wages must he high otherwise they will seek 
employment in towns 
It IS clear that there is a wage diMerential 
between men and women The wages for 
press tiles production are higher lor both 
men and women compared to wages in 
liaditional tiles production, but wages for 
women ai c al way s lower than those tor men 
in both traditional and press tile production 
Overall the wages lor men are always high 
cr than the wages lor women no matter the 
woi kers are paid on piece rate or daily basis 
II we also consider ‘additional wage like 
cigarettes, then the wage dillcrential will be 
much greater Some employers also give 
cigarettes to their male workers ranges from 
one to five cigarettes a day A packet of 
cigarettes (12 1 igarettes) costs Rp 600 then 
the additional wane per day will be about Rp 
50 to Rp 250 which lot them is quite a 
significant amount 

The use ol piess machine has lesultcd in 
increasing demand tor both male and tc 
m lie wage woikcrs even though the rate of 
lahoui ahscsrption is different The average 
use of female wage labour in press produc 
turn amounted for 0 92 and 1 27 for male 
labour while in the traditional production 
the average use ot tcmalc and male wage 
workers arc 0 72 and 0 25 respectively 
(Fable6) Although press tile production 
has opened up jobs for both men and 
women seemingly it creates more employ 
ment oppoitunitics for the former than the 
latter 

Regarding the remuneration press pro 
ducers pay more to the female wage workers 
compiled to traditional ones However, de 
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(■amily Workers 


Female 

Waae Workers 


Pcmalc 

Male 

Average 

Male 

Average 

Iraditional female 

1 16 

071 

2 08 

0 79 

0 17 

06 

T radilional male 

I 22 

1 20 

2 40 

07t 

012 

08 

Press 

1 06 

1 41 

2 48 

092 

127 

42 

Cuoibinalion 

1 45 

1 78 

141 

1 12 

1 81 

29 


Tabi r 6 AvfcRAcr Waofs in DirFFRfNT Tv its of Tii ss Produttion 

(ftp) 



Piece Rate 


Male 

Daily Wace 


female 

Mate 

Total 

Female 

Tout 

Fradilional female 

4 I5 

— 

4 15 

— 

1450 

1450 


(lO) 


(10) 


* (4) 

(4) 

1 radilional male 

5 lO 

6 25 

541 

1100 

1560 

2212 


(8) 

(1) 

(II) 

(1) 

(5) 

(«) 

Press 

60 

915 

8 55 

4000 

2400 

2933 


(5) 

(16) 

(21) 

(2) 

(4) 

(6) 

Combination 

55 

82 

7 49 

1200 

1800 

2400 


(5) 

(14) 

(19) 

(1) 

(4) 

17) 
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mand for their labour i$ i^lectivc They only 
welcome female workers who are relatively 
young so that they tan use their labour more 
etfectively Moreover, the employment of 
these females is limited to specific tasks 
only 

With regard to the way they spend their 
income, a study done in 1991 on U tile 
wage workers showed that on average 62 06 
per cent goes to food, 4 24 per cent goes to 
education, S 67 per cent goes to housing, 
8 58 per cent for social matters (‘pirukun’) 
and 1045 lor miscellaneous [see study by 
ladia 19911 The relatively high portion of 
income spent on social matters (with the 
exception of food) implies that social tics 
among the villagers arc very strong This is 
in accordance with the Javanese way of 
living which view social harmony as viry 
important 

i he same study also revealed that 71 9 per 
cent of the family income is controlled by 
the woman and 28 1 per cent controlled by 
the man However from these 54 house 
holds 81 25pcrccnthadencountercdlinan 
cial problems in which spending sunpassed 
the income It can be concluded therefore, 
that the amount of income the women 
have at their disposal is constrained by the 
small amount of money thev get from their 
spouses 

Female family workers arc also used both 
in traditional and press tile produdon In 
traditional tile production adult female 
labour is used at every stage of production 
For young female labour they usually do 
tasks which are considered as light such as 
carrying tiles from the pioduction site to the 
yard Besides their task in production they 
also have to do the household chores As 
other women, they usually finish their house 
hold tasks first before going to work 

Female labour in press households are 
also involved in tile production Compared 
to their counterpart in traditional ule pro¬ 
duction, their tasks here are limited Usually 
they do scraping, mending, carrying tiles 
from the stacks to the yard In cases when 
male workers are absent, then they also do 
the pressing However, this rarely happens 
since there is always at least one male 
labour, that is the husband In instances like 
this, the husband will do the pressing while 
the wife will do the prepanng of clay bars 

The use of press machine has according to 
the woman made them more ‘relaxed' as 
they do not have to stamp clay anymore 
Besides the more use of wage workers in 
press production has also reduced their bur¬ 
den Their tasks here can now be combined 
with other daily tasks such as tending their 
children 

With respect to the household's welfare, 
most of women from this group agree that 
their household’s economic situauon is bet¬ 
ter-off compared to when their households 
stiltproduced traditional tiles Some of them 


said that income from this source is rdiable 
The reliability of income from this source is 
due to the fact that markets for press tiles arc 
wider Must producers do not have stocks 
Ibu Siti Koti)ah (31 years old) is the wife of 
Pdk Bandi (55 years old) Phey started to 
make tiles in 1979 after they got married 
They have thric children Since three years 
ago they havi stopped making traditional 
tiles and arc now producing press tiles 1 hire 
arc two male wage labourers who help them 
in the production When Ibu Kolijah was 
asked about their family s welfare now I 
must admit that the earnings from press tiles 
are bigger than when we still produced old 
tiles Now finance IS more easy (lancar) 
Howcvei we also need a lot of money for wi 
have three ihildren Our needs arc many 

Dynamii s wi I HiN Hotisr hoi os 

Women can also be categorised accord 
ing to the kinds of household to which they 
belong In tile households they can be di 
vided into f our c ilegorics I hey aic women 
headed households women of triditional 
tile households women of transition house 
holds and women of press tile (mtxlcin) 
households I hesi categories may overlap 
with the three categories of women men 
Honed before It tiverlaps in the sense that 
some of the women mentioned in the Inst 
category like independent producers and 
family workers may belong to one of the 
four categone of households However it 
IS of importance to categonse these women 
in those two ways If we categorise them 
only according to their relations to means 
production (i ntrcprcncurs, wage workers 
family workcistthen we will lose insights of 
the dynamics within the households, how 
different category of households operate 
with regard to new technology Converse'y 
if we group them according to only the tour 
categones ol households, we will lose one 
important group of women who are wage 
workers 

Due to the adoption or new technology in 
the form of hand operated press machine 
production of tiles which used to be per 
formed by using simple technology is now 
performed using press machine However 
the adoption of this new technology is not 
yet complete There are some producers 
who still produce tiles using the tiaditional 
technology This situation has led to ihe 
differentiation of tile producing households 
Four categones of tile producing house¬ 
holds can be desenbed as follows 
Firstly, households headed by women In 
this type of households, the woman is also 
the sole entrepreneur This woman usually 
works with the help of the children and one 
or two female paid labourers The tasks of 
the female workers include all stages of 
traditional tiles production Only for certain 
tasks such as baking the tiles, a male labour 
IS hired Since the woman is also the entre¬ 


preneur, all decisions concerning the pn 
duction and the marketing are taken sole! 
by her The profits gained from this pro<iu< 
tion go to them They decide and control dl 
use of their earnings In this sense, th 
woman is very independent However, th 
returns obtained (rom this activity is vet 
meagre as they only pioducc on a sma 
scale Ihus their independence here is con 
strained by the limited access to strategt 
resources i c capital 
The second category ol households at 
those which sec tile making as the secondar 
source of income In ihis type ol householc 
the husband who is considered as the heado 
household works outside cm all kinds a 
work but tile making while the wile pnxluc 
cs tiles This kind ol division is a householi 
strategy lor lacing the shortlall in incom 
fioin one source and avoiding risks 
The interviews revealed that even thougl 
tile making is considered as the secondar 
source of income in lact many household 
rely on this souae ol income for their sur 
vival since the income gained (rom tht 
souicc IS quite reliable (despite the seascm< 
tor most households they produce tiles a* 
the year round Ol course during the w< 
season the production is less than the dr 
season This is due in the lower availabilit 
ol the space and the lack of sunshine tc 
drying tiles) Since only the woman is ir 
solved in tile making it can be predicte 
that this household produces traditional bie' 
None ol these households interviewed prf 
duced press tiles Like the households hear 
cd by women in this household the woma 
has a big authonty to decide matters coi 
cerning tiles from deciding the quantity t 
tiles pnxluccJ to marketing and negoliatir,| 
the price ol tiles with the buyers The hul 
band s involvement in this business is linl 
lied to baking the tiles or even less sine 
many ol them use hired male labour to do > i 
Thirdly households prcxluce press tiles j 
well as traditional tiles A very comm ; 
phenomenon in this type ut households ' 
that the man or the husband produces pre ^ 
tiles using the hand operated press machi 
with the help ol some paid male iabofi’ 
whereas the wile produces the traditior^ 
tiles with (he help ul their children a’ 
female paid labour ^ 

Production ol these two types of tiles i 
not separated completely in the sense ^ 
labour using Sometimes if the demand 
press tiles is high and they have to meet l, 
deadline, the husband often uses the fern ) 
labour from traditional site to help in . 
press tiles production but it is never 
reverse Ihe female labour invoivcmenki' 
press tiles production is limited to preparg, 
the clay to become sheet clay before be ‘ 
printed by using the press machine « 
mending (he cracked tiles In some C4‘ 
there arc women who operate the pt 
machine but this very rarely happens Fi 
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the interviews the women themselves say 
' that It IS hard and hctivv lor them to operate 
'themaLhine It m eds a‘strong person to do 
I It From two ol the men imeiviewed they 
1 said thatopeiating the piess m,u.hine is not 
I proper tmboten paiites) lor women I his is 
tin aaordaiice with the genetal view on 
I women which sees women as weak, not 
I suitable for dealing with leehnologv 
t Usually both types of tiles are baked 
* together using the same kiln The iriiei v lews 
(revealed that m this kind ol (oiiit piodiieiion 
< the head ol the household who is the hus 
t band takes all decisions not only conceining 
t press tiles production but also the liaditional 
' one 'Ihe husband decides the ifuanliiv ol 
,Sclay and wood Ixtughl negotiales the piicL 
I'of the material with the silleis as well is 
.^negotiates the puce ol tiles with the buyers 
ihand also airangcs the lianspoilaiioii 
j ’ll Tfie last calcgoiy ol households are those 
if which mainly produce press tiks In these 
ighouscholds the woman (wile) is used as 
fhunpaid l.miily labour Then l.isksvai) bom 
pUcooking tood lot the woikeis to lu Iping in 
it*production sueh as dr>ing and sei ipine As 
, ihin the third category ol households all dee i 
iilsmns conceMiiing the prexJuetiein market 
b ing, p.tymi’ the workers are taken by the 
pehusband Wh.it nccels to he noted heie is th.ii 
httthc use ol temale l.ihiiiit in ihc press iilc 
tit>prodiie.iion IS vi.r> limili^ I su.illv then 
Ulftasks ernly eemipnse meiuling tile, ei.ieked 
tfeitilcs and se.r.iping the tiles 

Coinp.ired to the tise ol kniale laboui in 
Cithhc tt.idilierii.il piexluetiein in w hie h the w omen 
iclpisrc inyoleed in all st.iges ol production, 
Abthen task here is very spt cialiseJ I heirskill 
gfsihas been redue ed T In s is w hat serine w ritci s 
(h say as deskilling' due to me'ch.inis.iiion 
fcbRarcly have households piirdue mg piess tile 
lem.de l.ibour oi il ihere are .my, the 
■ Oioiiumbcr IS jjjiiy smalleompareel to the use of 
iontnalc labour 

erg* As has been briclly indicated above pat- 
SWfems ert elecisievn making in the household 
'dH>r;onceming materials lorpiodiiction depends 
liiw.in the type ol households I oi ilie first iwer 
lategories, decisierns about the use' and aller 
IWSiation ol resources ferr pterduction arc in the 
‘^■liands ol the women In the oihei two cate 
jva^ories of households, women do not have a 
,)pW(ay in deciding matters umceiiung the pio 
.taeituction In this sense, it can be said th.ii the 
tCfht^c of new technology (hand press ma 
,dd[Thinc) to senne extent has limilcel women's 
Wjikcccss overconitol ol reserurccs and pioduc- 
li^hiion In press tiles producing households a 
i Icogoman docs neit have coniiol even ovci her 
*!b» Iwn tiles prerduclion Id alone over her hus 
inpaiand's 
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bejrbtThc type ol households .is well as the 
Ulncjnds ol women’s involvement in tiles pro- 
(►Ihruction have a considerable bearing on the 




degree of authority they have in the family 
In households where the women work as the 
sole entrepreneurs, the women eii)oy agreater 
.mihorily compared to their counterparts in 
other c aiegory of households I lowcvcr, the 
degico ol authority they have is limited 
because ol the meagre income they get 
I or lemale entrepreneurs who come from 
the sec ond type ol households in which they 
produce tiles while their husbands wotk 
outside their authority is only as far as the 
use ol l.iinily income Usually in this type ol 
households the husband gives his earnings 
to the wite to be managed The money the 
wile gels trom her husband together with 
hei own income aic used to run the family 
I his |i)int income is |usl enough to run the 
tamily Ironi day-tci dtiy If there is some 
money left the wile saves it for unexpected 
events In this sense, it .tppears as il the wife 
h ts control o\crthe (amily income Howev¬ 
er, il the family goes through a crisis such as 
a sudden sickness lor instance, it is always 
the w lie who has to face it Phcrclorc, the 
vvom.m h.is to manage the income in such a 
wav so that when something unexpected 
happens she is re<idy to handle it (his kind 
o( h.mding over the income is m fact the 
male’s strategy to avoid icsponsibility in Ihc 
taiiiil) As long <is the man gives his earn 
ings to his wile (even il it is not enough), 
then he IS lice bom Ihc responsibility ol 
lunning the familv T his is conbrmed by the 
intei views 

Ihti Siihiiii IS to >cjis old, maiiicd and has 
tliuc children Her husband works as a coo 
lie in the neighbouring village bvciyday 
iliei finishing washing, conking and pre 
paring thcchildtcn lorsih(X)l, she goes to her 
mother s h(>usc located in a dilfcrcnt village 
and iiutkes tiles in the backside ol hei moth 
cr s house When asked about how she man 
ages to run the iamily with regard to the 
earnings both she and her husband get, this 
IS het explanation “My husband always 
gives hts income to me It lcx>ks as if we arc 
dumited with money, hut if we arc not clever 
enough we will be suffering Wc have to 
save loi unexpected events, and clever 
enough 10 allocate which should go where 
(ngccak ngccak ake) Yes wc gel all the 
money but it Ihere is a need big or small, 
wc have to he able to manage it My husband 
IS never invobed in it If there is a big 
necessity, wc are Ihc one helter-skelter 
(poniang panting) ’’ 

Dilfcrcnt born the above two categones 
of households, m households which pro¬ 
duce press tiles, the family ts better off in an 
economic sense The financial situation of 
the family is quite gexx! as most oi them 
possess a hand press machine At least every 
household which produces press tiles has 
one machine of its own The capital needed 
to buy one hand press machine is quite big 
It ranges from Rp 750,(X)0 to Rp 1,000,000 
($ I = Rp 2,000). The installation cost 
requires in average Rp 250 000. Together 


they comprise between Rp 1,000,000 am 
Rp 1,250,000 Many of them financed th' 
machine by partly using their own capita 
and partly financed trom the local NGO 
Some others got credits trom the bengke 
owners The interviews with the womei 
from these categones revealed that thei 
family income situation is improving com 
pared to before producing press tiles 
“Well at least wc do not face the shortagi 
of income now The profits wc get fron 
producing press tiles arc quite gtxxi ou 
financial situation is steady Wc save mono; 
to the bank evciy monili 11 is not a largi 
amount though” That was whaUbu SuyanI 
(TO years) ihc wife ol Pak Supamo (a pres' 
tile pnxiuccr) said about their family’s eco 
nomic situation 

When It comes to education ol their chil¬ 
dren parents (mostly the father) negotiate 
with (heir children about which school they 
should attend T he woman (the mother) will 
be asked for her opinion but the final say o 
always that ol the husband Bapak and Ibu 
Mar)uki prixlucc press tiles They have Iwi; 
children, the eldest, a girl is 15 and Ihc 
youngest a boy is 11 the eldest quit trom 
schwl before she finished the lirst grade ol 
sccond.wy school The reason was that she 
got headaches (mumet-mumet) when study¬ 
ing When Ibu M.iriuki was asked about who 
decided that the girl should stop from sc hixvl 
this IS het .uiswci “Bapak (-t.ilhcr) who 
decided that ’genduk’ (a call for a young 
girl) had to quit” said Ibu Mdi|uki “You’d 
better stop born schixil since you have he.id- 
aihcs all the time” said Ibu Marjuki repeal 
ing wh.it her husband (old the daughter 
‘I was also consulted” 

Concerning the work lo.icl there ate two 
dtltercnl v tews on it I he women who come 
from households which have stopped pro 
duc'ing the traditional iilcs and arc now 
working as family labour in press tile mak¬ 
ing said that their work load now ts lighter 
than before Ibu Ngatmi is the wife of Pak 
Bandi (42 years), a piess tile prixlucer They 
started to make press tiles three years ago 
Before they made traditional tiles This is 
her answer when she was asked about her 
work load now “Prcxlucing press tiles is 
more convenient than traditional ones 
Here, the work can be combined with other 
work tending children .cooking well 
when you make traditional tiles, you have 
to work on and on You can’t stop Work¬ 
ing in traditional tile production is heavier” 
These women are no longer involved in 
printing the tiles since the press machine is 
considered to be heavy and to be men’s 
work Their tasks arc rtow to prepare food 
for the workers, to help mend the cracked 
tiles and to do the finishing touches before 
the tiles are baked fhey no longer have to 
do the prtniing by stamping the clay which 
they used to do when making bsdibonal 
tiles. Stamping the feet on the clay until the 
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tile» are ready to be printed it considered to 
be the hardest work in making tiles, and 
nobody will deny it Yet when the hand press 
machine took over and now instead ot stamp¬ 
ing one needs to use her hands, it is s<ud that 
this task IS heavy Is not stamping as heavy 
as pressing the machine using hands ’ The 
rule oi ideology and normative depiction in 
this matter is very signitic.int 1 he appropn- 
ation of roles based on gender identitv about 
what women should and should not do, to a 
great extent, alfect the way both women and 
men view technology- in this case the hand 
press machine 

Quite a diltcrcnl view comes Ironi worn 
cn who kept on producing tniditional tiles, 
they said that their workload was the same 
alter or bclore prtxiucing press tiles I his is 
easily explained since whethci or not their 
household prtxluccs press tiles their work 
mg load will remain the srime since ihcv iiic 
not involved in press tiles making unless 
then household stops prixlucmg the tradi¬ 
tional iiles 

Thus, even from the work load it can be 
seen that the adoption ol hand press machine 
has resulted m ditlcrent inlluenccs to the 
women's work load depending on their kind 
of involvement in the prcxiuciiun as well as 
the category of household they are in bor 
some women the change ol tiles pnxlui lion 
from tnulitional to press has reduced some 
ol thetr burden Yet lor other category ot 
women it does not bring any reduction 
whatsoever 

Can Ol NoiK Rii \iIONS III Mvni Mori 
I Ol IIAim ' 

I he technological innovation m tile pio 
duction does not displace women in the 
sense ol making them Ichisc alt employment 
opportunities like what usuallv happened 
when anew tcchnologv is introduced, rather 
It relegates women to manual, arduous type 
ot production Fhcy are confined in produc¬ 
tion using simple yet laborious technology 
whereas the men leap one step forward to get 
a more advanced technology It this situa¬ 
tion IS not changed or it theic is no ellort to 
change then the women will be more and 
more left behind by the men Fflorts to 
change can be trom within meaning from 
the women themselves or from outside forc¬ 
es The government project planners and 
local NGOs can play a big part in making the 
position oi women vis-a-vis technology more 
equal to men 

In the case of adoption of the press tile 
technology some classical misttdin have 
been made with regard to die role of women 
ID traditional press tile production The cru¬ 
cial factor for adoption of the press machine 
was getting access to information on how to 
operate this more productive tedmology. 
Right from the very beginning, only male 
praduceis were given the facility to have, 


accessto the hand press technology Thetnp 
to visit clusters of press production organised 
by the village head (pak Lurah) and sptvn 
sored by Ihc Faculty ot Economics was 
only directed to ihcm This male bias in the 
adoption process is similar lu what has 
happened in the adoption ol new technology 
in agiKulturc, which has been discussed in 
ihe previous chapters It seems that once 
there is a bias towards maleproduceis it will 
be reinforced by further developments ide 
ology and social relations lor insiance .irt 
all geared to the exclusive acceptance ol 
new tcchnologv lor men 

C redtls and loans, another example, were 
given to the men in the households Ihe 
ideology ot man the bieadwinner and worn 
an the niainiainer operates in it It was 
assumed that the me n arc the piov iJcrs and 
the women are responsible lor ibc home 
ihcrctoic (he men got all the lacililics 

It IS e,isv to pinpoint lac lois which c uiscd 
Ihe adoption ot new technology in piess 
pnxluction to he uiilavdurable lor women 
compared with men An important question 
that needs to be addressed is how to climi 
nate the negative laclois and enhance the 
positive factors In other words what can be 
done to make gender relations more cquila 
blc while retaining the positive impac t ol the 
new tcchnuingy, I c higher produclivily and 
higher incomes 

In the first place it is impoitant lo note 
that ore cannot c sped .ibrupt i hatiges in itle 
industry inKaranggencngwhichwill lead to 
more cquit.iblc gender iclations However 
It IS still pcissihlc to do something at the 
Kaianggciieng micro context 

VII 

Conclusion 

The impact ot technological innovations 
on people IS always mediated by the scxiat 
relations Implicit in them ate the powci 
relations between dillercnt parties in terms 
of classes as well as sexes The relative 
power one has will determine the outcome 
ot a new situation I lowcvcr, social relations 
are also conditioned by a spccilic historical 
and cultural context 

The intrixluction ol new technology in tile 
making in Java has disrupted the social 
relations among its people, in particular 
between men and women The specific cul¬ 
tural setting ol the Javanese society has had 
a considerable bearing in mediating ihc 
impact ot such achangeon women which m 
many cases is unfavourable to women 

Sexual division of labour gets rcconsiitut 
ed with shitts in production methods and 
technology, but at any given point of time 
acts to distribute power, resources, authori¬ 
ty in ways thatkeep women subordinated In 
this shift, a new sexual division ot labour 
may become more disadvantageous to wom¬ 
en. It is apparent ui ule production that the 


shift from traditional to more advanced 
technology has also shifted the sexual divt* 
Sinn of latHiur Sexual division of labour iS 
not something rigid nor constant It change^ 
over time depending on scKial, political, and 
economic toiccs 1 he realms of what consti* 
tute male and tcnulc are manipulated de¬ 
pending on the situation As sexual division 
ol labour is a product ot gender ideology 
whic h IS c ultiirallv ,ind socially constructed, 
a link c an be drawn theiolore that ideology 
loo IS not somctliinc static 

The mierset lion ol class .ind gender ba.scd 
on the c atceotv ol households in tile produc¬ 
tion I an be dLsciilx.d as follows In the 
belter oil householils the women become 
dependents w here is m the Iraiisition house¬ 
hold'- the w oini n manage the tiadilional' 
sector while ihc men move to modern’ 
sciloi In the poorcI households ihcwomen 
aic moie auiononunis but constr.iincd by 
insullicicntoconoinicmeans Inotherwords, 
c lass foimalion cnioices a gu alcr degree ot 
siiburdinalion in some areas le power and 
.luthority ihouuh ihc women m ly be better- 
ol( (III (dins of living siandaids, reduced 
work lo.id) Ihey do mine invisible work 
than visible work and hence ire likcls lobe 
uiulciv titled and undirioiinud 

Women s position is nol simply a matter, 
ol panicipaiineoi not in pioduction’ Ithas 
much to do with the precise delinitions of 
lasks within prcHhiction then relative value 
as determined by a v iluation process which 
IS in Use 11 disciimmatoiv tjiven a predeter¬ 
mined sexual division ol labour that is ac-j 
companicd hv unequal power within the 
household, the iiiiioduc tinn ol new technol¬ 
ogy lends to have eliccts that re cnlorcc 
subordination in one form or another Wt>m-I 
t n are more vulner.tble to the introduction of* 
technology because it insaiiably tianslormsi 
the processes they arc engaged in, into ‘re-i 
diindant lasks It lor instance women ha^: 
authonlv or power m conditions ol produc 
tion before the mircxludion ol tcchnologyi! 
the negative cllect ol being left behind’' 
could be avoided 

In Older lo enhance women’s position ii ; 
the face ot technological change great ct : 
torts die needed trom many parlies Womci 
should be* given equ il access lomtormation'^' 
technology and capital This means the 
need tor institutional changes, but the mon 
impoitaiii thing is that changes in the atlt, ^ 
tude lowaids women I echnicaichangemus 
be accompanied with conducive sotiai 
change in respect to women 

Nuteis 
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Economics, Satya Wacima Christian Umvcrsi- 
ly Salatiga, who helped me in gathering data in 
the field and Imajati, my mentor in conducting 
interviews with the rural women, to Philoincn, 
for help with the language and my gratitude to 
Henry for allowing me the space to pursue these 
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1 Sec among others R Islam (I987),K Koihwcll 
and W Zcgvcid (l‘)H5), M S Gamsci cl .il 
(1990) 

2 Some feminist scholars in their analyses 
have tried to include the complexity of rela¬ 
tionship of women to production and techno¬ 
logical change See among others Palmci 
(1978), Bryceson (1985), Sen (1985), Stamp 
(1989). 

3 The ob)Cctive of new technology in the fonn 
of HYV IS to increase yields. To achieve that 
some requirements with regard to the culii 
valion practices arc necessary For instance, 
a more careful land preparation; preparing 
the land more frequently; transplanting seed¬ 
lings in stfaight rows; more weeding time; 
applying chemicals; harvesting thicker crop; 
processing greater crop. Land preparation, 
harvesting, and some processing are the eas¬ 
iest to mechanise, and tliey are often season¬ 
al labour bottlenecks Therefore, they are the 
First to be mechanised. While tasks like trans¬ 
planting and weeding which are performed 
by mostly female family labour do not repre¬ 
sent seasonal labour biHtlcnecks, therefore, 
the urgency to upgrade them has not ap¬ 
peared so great For women who do these 
task# It means that they have to work mote 
hours in the fields on days they go into the 
field and more days in the week they go to the 
field This is what Palmer meant by the more 
intensive use of female family labour 

4 A copper tool (with wooden handle) used for 
applying hot wax to the cloth. 

5 Cement tiles are generally produced in urban 
areas. They are not made in this village. 

6 Bcngkel is the press machine producers who 
make and sell the press machine. In some 
cases they also give credits of the machine. 

7 Wage workers here mean people who are 
employed on a continuous basis. Workers 
who work intermittently or those w^o arc 
employed once in a while do not belong to 
this category. 
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Technology and Feminisation of Work 

Iftikhiir Ahmed 


As a response to the tssin ihallenftes of feminisation ofssoikand the feminisation of poverty, a tomhination of multiple 
polity stiateipes hast been situf’ested for boosting women \ produitnits, expanding ssomen'i emphyment opportunities, 
raising in< omi les els in women s fobs and mobilising women into partic ipatory groups What is the role of technology in 
this tome St' 


'OVLR the past two dtiailcs llieii. is a 
continued licnd towaids iLniinisalioii ot 
employment both in dc s eloped and descl 
oping lountries In addition it one takes 
into account women’s unpaid work par 
^ bcularly in developing rouniiies wonu n 
in poorer households work iiiuili longer 
, hours and have iniiLh less leisuit tune than 
J the males IRuvinu. 199^1 It is a little 
. surprising that the in nd in the leminisation 
of work has been aLLoiiipaiiied bv the 


leminisation ot 


third woild 


. poveitv in 

. countnes (1 able 2) While jobless growth 
^has tharactonsed virluallv cveiy region ot 
j the world women had to bear a ninth 
^laigci burden ot unemployment over the 
{past two detadcs (I able I) 

; As a response to the twtn thallengts ot 
} feminisation ot work and leminisation ol 
’I poverty It has bien suggesteil that a i om 
fbinatton ol multiple polity strategics tor 
I (a) (he boosting ot pioduttivity in women s 
(paid and unpaid woik (b) the expansion 
Tot women’s employment opportunities 
:j(t) the raising ol iiitomi Kvcis in women s 
jjobs, and (d) the mobilisation ot women 
Ijinto participatory groups be pursued as 
jtbese logethei constitute the basic totinda 
‘(tions ot women’s einpowciment IHiiviiiic 
^199^1 

^ Theretoie, the puipost ol this aititle is 
^0 review the role ol icthnology in the 
I’empowernic 111 ot wotiien m the context ol 
'Irapid fciiiinisalitm ot work Ihc article 
^deals with numerous new and consen 
'Itional tethnologies and related pedity is 
‘aucs It begins with mitrocicttionics ind 
4ouchcs on biotechnology technologies 
^or sustainable livelihoods, enctgv lech 
mology thoiccs, inslitiilioiialisation ol gen 
Jicr biases and the scope tor empowering 
women with technology 


^ MICROI I L< IROMI S Rl SKII I OK Pi RISH 

j A md|ur reason tor the leminisation of 
pmplnyinent is the structural shilt ot em 
Sloyment Irom maiiutatluring to services 
j|n the advanced countiics Por inslanee, 
ihere are as many women employed as 
^nen in the British cc onom> now as com- 
Ipared to the 196(Js when the number ot 
^mcn employed was only hall that of the 
^en [The Et onomi si, December 11,1991] 
pyerall, women account tor “lO to 60 per 


cent ol total employment in the financial 
seivices ol advanced countries yet they 
occupy only 5 per cent ol the higher occu 
palions IRajan 1990| In developing conn 
tries like India and I'linisia women ac 
count tor one quariei to one third of total 
employment in this sector [Chopia 1991 
and Icichiou 1991) Despite the inhcient 
laboui displacing ellcct ot microelcctron 
ICS application, women $ share in overall 
linancial services employment is, over the 
years, on the increase Cleiical work ac 
counts lor 70 per cent of the financial 
service |obs where the bulk of the women 
woikcis are concentiated (as high as 90 
pet cent in Ihc IIK) [Rajan 1991] This is 
prci isely the single most significant occ u- 
pational group vuliiciahic to aulomalion 
In this occupational category particularly 
Ihc non career clerical sta'ft hold part 
time jobs with low skills and less job 
security 

f videiice from industiialised countries 
suggests that the trend ot the leminisation 
ol clerical tasks tn financial services 
has been accompanied by the deskilling 
ot such tasks and/or the creation ot p<ut 
lime work opportunities for women follow 
ing the application of niicrocicctronics 
IRaian 1991) 

I vidcncc Irom 7 unisia suggests that 
during 1981 87 women’s employment in 
the financial services lagged behind the 
men’s bcniale employment grew at 4 6 
per cent per annum as compared to'v I per 


cent tor the males while the women’s 
share in total financial services employ¬ 
ment remained virtually unchanged dur¬ 
ing that penod (Ferchiou 1991] The ft 
nancial services sector accountecTfor nearly 
80 pci cent of the microelectronics-use in 
Tunisia The im reasing share of employ¬ 
ment ot executive and manageiiai staff 
and technicians (computer programmers 
and systems analysts) has led to a highci 
growth in employ ment ol males than te 
males despite the availability of a higher 
propoition ol ficsh better qualified women 
graduates in computer sciences and busi 
ness administialion 
Microclcctionics applications in the fi¬ 
nancial services appcxii to have regrouped 
several tasks under one |nh to hold on to 
which multiple skills have to be acquired 
by the worker This could take two forms 

(a) horizontal loading, i e, regrouping 
ot unrelated tasks under one |ob, and 

(b) vertical loading i e, rcgiouping se 
quentially related tasks under one |ob 


Iahii 2 Kiikac Popci AiiuN Bii ow PnvrKrv I INF 
IN I UIRI) WoKl U UY Sex 196S 70 AND 1980 

(//I milium\) 



196S 70 

1988 

Per cent change 

Women 

^81 671 

S64 000 

47 0 

Men 

288 812 

171481 

too 

Total 

672 105 

919 481 

19 7 

Sourt e 

Compiled by Riivmic 0991) from data 


iiiJaziry Alamgir and Panuccio( 1992) 


rsniF I Growth iNtMiiovMiM BY Ruion AMI BY Gcndfr 1970 1990 
(Avikvri Annuai Growih in Plri fntaCiFS) 


Region* 

I otal 

_1970 1980 

Male Female 

Total 

1980 1990 
Male 

Female 

South Asia 







Bangladesh 




416 

168 

1178 

India 

271 

219 

167 

1 71 

1 14 

109 

Pakistan 

107 

— 


2 46 

2 26 

7 71 

! ast and south cast Asia 

1 18 

0 80 

081 

1 14 

1 11 

141 

1 aim America 

1 98 

1 11 

241 

2 11 

1 19 

2 48 

Last ,md ccntial Europe 

2 11 



0 64 

— 

— 

Sub S.ihaian Afncii 

1 11 

064 

oil 

1 66 

064 

072 

OECD 

0 98 

oil 

1 SI 

1 12 

0 62 

1 83 

Middle and neat cast 







Algeria 

7 87 

4 89 

1 71 

411 

1247 

11 to 

Egypt 

2 28 

2 76 

2 82 

4 43 

1 74 

14 97 


* Sciccicd country figures are provided wherever regional statistics are not available 
Soane ) rut hook ol iMhour Suilnlict, vanous yeai'i ILO. Geneva 
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[Rdjan 1991] Women workers respond 
enthusiastically to opportunities for 
reskilling obviously recognising that it is 
vital for saving their jobs For example, 
when a bank in India ottered the opportu¬ 
nity tor computerised operations to its 
entire workforce, 12 per cent of the elec¬ 
tronic data processing activities were taken 
up bv women This contrasts with the 
largest bank in India where exposure ot 
only 2 S per cent ot its total employees to 
microelectronics led to 95 per cent of 
the electronic data processing |obs being 
captured by the males As noted earlier, 
despite women accounting for a quarter 
of the tinancial services workforce in 
India, a vciy low proportion ot them arc 
engaged in electronic data processing 
I Chopra 1991) 

Theiefore women threatened with 
deskilling by microelectronics applica 
tions in the financial services need to be 
included in an aggiessivc retraining 
programme for both ‘reskilling’ and ‘mul¬ 
tiple’ skilling it the newly emerging jobs 
ind oci upations arc not to be cornered by 
the males New (Kcupational structures 
ate emerging For instance, in one financial 
firm in Kenya nearly one third of the open 
mgs in the data processing department re 
mam unfilled (Mureithi and Ndintu 1991] 

In the printing and publishing industry 
the proportion of female employment in 
creased in both the I'S and Denmark 
due to the introduction of microelectron¬ 
ics In the US the share of women workers 
increased from 25 per cent in the 1960s 
to 'll per cent in the t980s In absolute 
terms, the increase was 56 per cent The 
gam m women’s employment was accom 
panicd by a fall in male employment 
Ihercfore, it is concluded that women’s 
employment was enhanced due to the 
replacement of traditional male craft 
skilled jobs such as linotype setting by 
office type skills possessed by women. 


such as input of text on phototy pesetting 
visual display units (VDUs) Similar in¬ 
creases in the proportion of women’s 
employment in the composing and print¬ 
ing work has been observed in Denmark 
fILO 1990aJ 

It has been estimated that by the turn of 
the century more than 60 per cent ot the 
North American workforce will be using 
VDUs In Japan, 70 per cent of all enter¬ 
prises already use VDUs [ILO 1989] The 
bulk of these VDU users are obviously 
women workers There is ample evidence 
from a wide range of countries on the 
adverse health effects on VDU users such 
as visual and musculo-skelctal complaints, 
as well as symptoms of stress [ILO 1989 
and 1990a] Die ILO has produced guide¬ 
lines on the safety and health aspects related 
to the use of VDUs These include ways and 
means to improve the physical environment 
and ensure that the equipment is cigoiiomi- 
cally sound design |ohs and organise work 
with VDUs so as to minimise any negative 
effects on health fILO 1989] 


Women account for the bulk of the 
workforce engaged in telework, which has 
been facilitated by new technologies 
like the availability of microelectromcs.’ 
While many women are engaged la 
telework because of the advantage it of¬ 
fers to combine such work with child care 
and household responsibilities, financial 
motivation and the advantage ot flexibil¬ 
ity were no less important However, 
telework could lead to isolation, 
marginalisation and exploitation of women 
workers [Di Martino 1992] 

BiOIPCHNOI UtrV'b Doi BLL EdGE 

Women’s work is relevant to both the : 
application and generation ot biotechnol- - 
ogy It has been noted that advanced agri- | 
cultural biotechnologies contain both pro- | 
poor and anti-poor potentials (Ahmed J 
1992] For instance, reduced costs of agri- | 
cultural production and greater scale-neu- < 
trality associated with the new biotech- j 
nologies could benefit the small tarmers, 


Table 4 Bi-Ntrn/CosT Ratios of Altfbnativf Enlhcy 1 a hnolooifs by Faum Sitf and 
S ucio Exonomic Status and Si asons India 1990 



Agro Waste 

Dung Cakes 

Firewood 

Kerosene 

Biogas 

Socio economic status 

Low 

1 22 

1 14 

1 41 

1 14 

4 60 

Medium 

1 45 

1 22 

1 66 

1 24 

5 54 

High 

2 58 

1 46 

1 76 

1 to 

5 84 

Average 

1 45 

1 18 

1 tiO 

1 28 

5 53 

bairn size 

Landless 

1 05 

1 18 

0 74 

1 10 

4 14 

Small 

1 18 

1 21 

1 09 

1 25 

6 43 

Medium 

1 52 

I 57 

1 II 

I 26 

6 76 ' 

Large 

1 47 

1 46 

1 56 

1 54 

6 77 

Average 

1 21 

1 72 

1 44 

1 27 

6 42 

Season 

Summer 

1 79 

1 14 

1 19 

1 01 

5 47 ( 

Winter 

1 47 

1 12 

1 16 

1 08 

5 24 

Rainy 

1 46 

075 

1 09 

1 12 

5 12 ' 

Average 

1 54 

001 

1 15 

1 06 

5 28 i| 


5(MD(r Yadav Gandhi and Nagpal (1991) 


Tablf 5 Unimiloymlntbs Rloion AND byGfndib 1970 1992 


(pet< entagif of the ifxpfttiie labourfont^ 


1970 


1980 


1985 


1990 


1991 


1992 


Region 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

r emalc 

Male 

Fema) 

South Asia* 

Pakistan 



50 

60 

40 

1 5 

54 

09 

45 

168 

45 

1 

164 1 

Sn Lanka 

— 

— 

— 

— 

- 

— 

9 1 

25 5 

100 

21 2 

106 

210 (, 

hast .md south 

— 

— 

45 

54 

57 

48 

29 

54 

54 

58 

5 5 

49 , 

east Asia 

Latin America 



95 

14 6 

II ’ 

164 

98 

136 

97 

126 

90 

150 

Lastem anrt teniral 
Europe 





. ■ . 


44 

2 1 

63 

89 

92 

10 3'*' 

Sub Saharan Afnca* 
Ghana 

08 


1 5 


07 

_ 






1 

South Africa 


— 

47 

98 

79 

85 

79 

78 

80 

95 

— 

4 

OECD 

25 

56 

5 1 

59 

85 

90 

60 

74 

70 

80 

87 

85f 


* Selected country figures are provided wherever regional itatisiics are not available 
Soune Yearbfwk of Labour Statniicf various years, ILO, Geneva 
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who were left out by the green revolution 
The green revolution tet hnology increased 
the employment and income earning op¬ 
portunities tor uonien woikcrs irom land 
less households pailiculaily in densely 
populated Asia However, the rapid 
commercialisation and worldwide distri 
button of the genetically engineered her 
bicide-resist.mi plant varieties will lead to 
a suhstttuUon ol chemical herbicides tor 
manual weeding largely perlormed by tc 
^male wage labour Thus the gem tically 
^engineered herbicide resistant plant van 
*etics will, on the one hand inttoducc a 
'new fixed cost lor larmeis b> compelling 
'them to purchase the heibicidc genetically 
*tied to the seed supplied by the same 
'multinational company On the other hand 
^t will contribute to the massive displace 
'ment of tcinale labour on whose earnings 
'the poorest households depend lot their 
'survival 

^ While the widespread application ol the 
'green revolution technology in general 
Wought about signiticantly mere ised 
[labour absorption it hul a ditfcreniiil 
impact on lemale labour use f xiMcnceot 
factor price distortions led to the 
mechanisation ol tasks pieviously per 


'formed by women e g in post harvest 
fprocessing which massively displaced ca 
^ual women wage workers [Ahmed I98S1 
'■However the increased Kiboiii demand in 
peasant households was met by employ 
mg unpaid tcmalc lamily members due to 
•the ability ot patitatchal authority in the 
peasant household to expropriate more 
work fiom such lamily members 
(Whitehead I98SJ Hiotcchnology appli 
cations are expcc ted to lead to a growth in 
agricultural output rcquiiing even greater 
uscul unpatd lemale labour particularly in 
Seasant households The experience irom 
“he green revolution cleulv suggests that 
he expropriation ol unpaid lemale lamily 


abour will lake place on a much larger 


scale than before simply because unlike 
the green revolution technology, biotech¬ 
nology will be much more accessible to 
smaller fat ms and peasant households who 
depend largely on the pool ot unpaid fe 
male family members tor the extra farm 
work that will he needed 
While the application of some of the 
newly emerging biotechnologies tend to 
threaten women’s employment and make 
them vulnerable to exploitation women 
scientists could play a crucial role in 
generating biotechnologies taigcted to 
meet the needs ol the poor Women domi 
nalc the micropropagalion laboratories in 
both the Philippines and Mexico For in 
stance women constitute 80 per cent, 74 
per cent and 85 per cent ot the Philippine 
Society lor Microbiology, Ccll/Molecular 
Biology and Biotechnology Societies 
respectively [Halos 1992] One reason 
tor such a concentration ot women 
scientists in this profession is that it 
was considered a lowly paid gob 
(shunned by the male scientists) con 
cerned with basic science with limited 
linkage to industry in the past An 
other reason why the males were not 
interested is that work in the tissue 
culture laboratories is tedious rcqiiii 
ing patience and perseverance 
The little scientilic capacity tor bio 
technology that developing countries pos 
sess IS currently being channelled to cover 
non tood crops and to meet the needs ol 
the commercial and large farm sector 
Iherctorc it is clear Irom the above that 
women scicni'sts could help liunch a 
planned assault to solve location specific 
technical and socio economic pioblcms 
by targeting the limited national scientiiic 
capabilities to fulfil (he needs ot both 
poor pioducers and consumers However 
since the rapid commercialisation of pat¬ 
ented biotechnologies would hi mg in wind 
tall profits to the private corporate sector 


It offers the opportunity of raising the 
remuneration levels of poorly-paid women 
scientists 

Women with the help of environmen¬ 
tally sound technologies could provide the 
crucial bridge between socio-economic 
sustainability and environmental sustaina¬ 
bility It IS often assumed that women are 
likely to be more motivated than the men 
to conserve the environment as they are 
more critically dependent on it for their 
survi val However, not much concrete evi¬ 
dence has been furnished to demonstrate 
the validity ot this hypothesis 

An ILO sut vcy of women in rural Kenya 
reveals (hat socio economic sustainability 
and environmental sustainability are not 
only interrelated but also mutually 
supportive [Oniang'o and Mukudi 1993) 

1 he piincipal attributes of the household s 
SOCIO economic sustainability are as 
follows (a) ownership ot land, (b) more 
equitable taim size distribution, (c) sta 
bility ot income and employment (d) di- 
vcrsilication of cropping patterns, 
(e) gicjtcr tood security, (t) satistaction 
of basic needs (access to water sanitat 
ion and housing), and (g) application 
ot productivity enhancing agricultural 
technologies 

r arm labuui is piovidcd by 91 per cent 
of the women It is mostly (83 per cent) 
women who arc seeking oft-farm employ 
ment Hail the women are aware ot (he 
adverse health ettecls of handling agncul- 
tural chemicals and nearly as many women 
repot t the use ot protective gear by the 
households 

Women who bear the responsibility tor 
household water supply are most know! 
edgeable about water treatment technol¬ 
ogy and the majority (64-67 per tent) 
also have knowledge ot improved sanita 
turn technology Adoption rateof improved 
sanitation technology is low (36-40 per 
cent ot (he households) Lack of owner 


• fsBiiS Laboi K iNUNsin loR Ai iiRNAnvi Imriv Tu h'roloi ifs by Six io E< unomh Sfaiis b \rm Si/l and Seasons India 1990 
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ship of bousing (60 per cent of urban slum 
dwellers) and excessive costs (40 per cent 
of rural households) are considered as 
constraints to adoption ol improved sani¬ 
tation technology The extension services 
played a very insignificant role in provid¬ 
ing information on both technologies 
It IS remarkable that hardly anyone (87 
per cent) depends on forestry for employ¬ 
ment, despite residing in close proximity 
of the forests The vast majority (9'? per 
cent) are not only aware of official restric 
tions on forest exploitation but also sup¬ 
port (82 per cent) its conservation The 
reason given by the maionty of the women 
further confirm their high sense of re¬ 
sponsibility as 72 per cent wish the forest 
to be saved and SO per cent see forests as 
a way of avoiding droughi 1 ree planting 
IS practised by virtually all (97 per cent) 
households It is remarkable that per 
cent of the women participate in tree plant¬ 
ing despite not having any ownership rights 
over the trees Women arc not only aware 
of alternative soil conservation technolo 
gies but the vast maionty of them ate 
engaged in soil consetvalion Virtually all 
(93 per cent) of them recognise the posi 
live ecological value of such techniques 
Extension services have been a significant 
source (63 per cent of households) ol 
information on alternative soil con erva- 
tion technologies 

The impact of proprietary rights and 
dependence on natural resources on waste 
management is most dramatically brought 
out by the behaviour ol two contrasting 
populations In rural Kenya, the majonty 
(67 per cent) of households convert .ini- 
mal waste into manure and use household 
waste in the farm In contrast most urban 
slum dwellers dumped their household 
waste into garbage pits In rural Kenya 
hardly any industrial effluent fiom tea/ 
coffee processing plants were drained into 
the river 

The benefit cost ratios ol biogas energy 
are systematically the highest tor all farm 
sires, socio-economic status and seasons 
in India (Table 4) * However, labour in¬ 
tensity varies by type of technology and 
socio-economic status and farm si/c 
(Table 5) Households dependent on un¬ 
paid female family labour might choose 
technologies on the basis ot higher labour 
intensity 

Organisational bottlenecks may deprive 
the poor from exploiting the high benefit- 
cost ratios of biogas plants As many as 63 
million (out ot a nationwide total of 75 
million) of family-scale biogas plants in 
India do not possess the 3-S cattle needed 
to supply enough dung to operate a fam¬ 
ily-scale digester [Bhatia et al 1994] As 
regards the larger community/village scale 


biogas plants, sustainable use is feasible 
when there is a convergence between the 
individual self-interest and collective need 
of the community [Knshnaswamy and 
Reddy 1994] The use of biogas plant 
energy tor running submersible pump to 
lift borcwell water tor distribution to the 
community by pipes satisfies urgent indi¬ 
vidual requirements as well as high com¬ 
munity collective pnority Drinking water 
supply IS a higher pnority over energy for 
cooking The sustainability arose from the 
villagers understanding ot the connection 
between the steady water supply with the 
need for prompt dung delivery by the 
beneficiaries 

A survey of the impact ol technological 
change on rural women has revealed that 
technological change, particularly in rural 
areas, have lor the most part led to the 
concentration ot women in domestic and 
non-market roles and labour intensise 
activities It has also been observed that 
technological innovations introduced 
in women s activities result in the 
men taking over women s jobs simply 
because the corresponding skills develop 
ment tiaimng knowledge and working 
capital aimed at women are excluded 
from the new opportunities created often 
owing to institutionalised gender biases 
[Ahmed 1985| 

It has been noted that rural factor 
market imperfections which contributed 
to class based inequalities could well 
deny the women access to technology 
and resources leaving them in cx-cupat 
ions marked by low incomes and low 
productivity thereby creating and accen 
lu<iting gender based inequalities Factor 
price distortions have also led to the 
massive displacement of women woikers 
from the poorest households by promot 
ing technologies which arc capital-inten 
sive, e g, in post-harvest processing 
iictiviiies 

On a positive note, tield-bascd ILO tech 
meal CO operation projects for women trom 
three developing sub regions (south Asia 
and western and southern Africa) indicate 
that It IS feasible to widen and diversify 
wonien's income earning opportunities 
thiough the introduction of improved tech¬ 
nologies The application ot improved tech 
nologies could generate women's employ 
ment in non traditional areas while up¬ 
grading technologies in women's tradi¬ 
tional occupations could simultaneously 
raise their labour productivity and reduce 
the drudgery of work Channelling of im¬ 
proved technologies through paiticipatury 
organisations of rural women contribute 
significantly to women's empowerment 
Fostering of linkages to commercial sup¬ 
pliers ot technology and training insti¬ 


tutes and marketing channels was a key 
element in the strategy tor women's em* 
powerment 

Notes 

(This article is based on a paper presented to the 
Expert Gioup Meeting organised by UNIFEM 
on Women Science and Technology A New 
Vision for the 7Is! Century in preparation for 
the 1995 Fourth World Conference on Women 
and the meeting of the Sub Working Group on 
Gender of the UN Commission on Science and 
Technology for Ucvciopnicnl New York De¬ 
cember 14 18 1995 Ihe author is grateful to 
Pnya Basu and Steve Lautiitar for the compila 
tion of Tables I and 3 ) 

I Ihe term telework is also described as 
tclecoinniuting remote work and distance 
woik and is ideally suited tor part time 
wotk 90 per cent ol those engaged in part- 
tune woik consists of women woikers 
I Based on a survey of selected villages ol 
Hisar district ol Haryana in India Ihe costs 
wcie c.dculattd on the basis of time used 
from procuiemi ni to utilisation market pact 
ol inputs and rctual lahoui costs per day Tht 
bcnctils consist of energy obtained and the 
energy value of the amount of fuel used (cons 
Verted inlo iiiandays equivalent and priced al 
the prevailing market piice) 
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Structural Adjustment, Feminisation of Labour 
Force and Oi^anisational Strategies 

Nandita Shah 
Sujata Gothoskar 
Nandita Gandhi 
Amrita Chhachhi 

The argument that SAP Hill lead to feminisation of labour ami themailahilit\ oj jobs foi Homen needs lobe examined 
critically in the Indian context Based on a sound i;iasp of the impact of SAP oigantsaiional strategies nhich will 
strengthen ssomen's resources in confronting the ccononiic pressures need to be evolsc'd 


THIS article is a contribution to the ongoing 
debate on the possible positive and negative 
impact ol the newly introduced new eco 
noinic policies (NEP) and structural adjust 
ment progiamnic (SAP) on women work 
ers 1 he article attempts to link the political 
and social implications ot these economic 
policies on women’s lives <uid work with the 
deselopincnl ot strategies lor survival and 
empowerment focusing on urban woiking 
vionien Fiistly wc would like to state that 
these policies arc not really new’ in the 
sense that industrial rcstiuctuiing since the 
I'tSOs had already stalled atlccting indus 
tiial woikers and these trends have intcnsi 
lied with the commencement ol the IMF- 
dictated SAP I he second pait ot the article 
focuses on the debate on f emimsation of the 
labour fore eundei SAP The final section ol 
the aiticle presents some alternative per 
spec lives and suggests organisational strat 
egies in relation to women s p.iid and unpaid 
labour to improve the quality ol their lives 
and lay the basis foi empowering them 
towards Iranstoimalion ol the structures ol 
their suboidination 

Ditfcient reactions to the Nf P and the 
SAP in India have emerged ranging from 
supporters, critical of Nehruvian policies to 
nppioncnts who sec it as a sunendcr of our 
sovereignty to lorcign institutions and coun 
tries to the we have no choice' pragmatics 
Political parties especially the I eft parties 
have voiced their concern for different sec 
tions such as the working class, petty traders 
and entrepreneurs and indigenous industry 
through rallies, anti-price rise morchas and 
swadcsbi campaigns Women’sgioupshave 
inined other progressive and voluntary 
organisations to express their tear of the 
possibility ol a severe negative impact espe¬ 
cially on the lives of woiking women 

These reservations and suspicions about 
NEP have some basis in our past history as 
well as the experiences of many other coun¬ 
tries which have implemented them With 
the acceptance of the IMF loan and its 
condiDonalittes, it is clear that India has 
now joined other Latin American, African 
and Asian countnes which had accepted the 
terms lor the IMF-World Bank loans 


I iowever it should be noted that India had 
begun a prcKcss of ‘adjustment’ quietly 
since the beginning ot the lOKOs Multina 
tional corporations were encouraged to in 
vest by the Iiidiri Gandhi government and 
even by the fanata Party government Rapv 
Gandhi gave a glimpse ol this pnKCss when 
he spoke ol movi ng into tfic 21 st century and 
brought in indiscriminate coinpiitensatioii 
All three governments continued huge 
loieign boriowiiigs deficit financing and 
indiicct taxation Bv the time the National 
F ront government came to power tlic col 
tcis of the counliy were moic or less empty 
Even though failure of their economic ap 
proach and the oncoming economic ciisis 
wcrcobvic'u to ill three goveinments not 
one had the p'llitical will fui making anv 
real radical changes to turn the situation 
aioiind Fhey continued with the laccidc of a 
mixed wcltaiisiii perspective whilst open 
ing up a little now and then lo the multina 
tionais and the world market It tell on the 
Rjo government to take this policy lorward 
by publicly announcing liberalisation Its 
1991 policy .innoiinccmcnts can thus be 
seen not as a beginning ot economic libc rah 
saiion hut its inevitable consolidation 
li IS argued that the Indian economy needs 
lo be 'stabihsL'd by intrixJucing fiscal and 
monetary restraint (deflation) and devalua 
tion of currency This, it is hoped will 
leduce demand tor imported gcxids and cn 
courage exports and therefore bung down 
expenditure SAP is meant to deal with the 
supply side by increasing production and 
efficiency in the production process incen 
lives for pnvaie sector, privatisation ol gov 
emment owned units, delicensing, dcregu 
lation and disciplining labour are some ol 
the means of ‘adjuslment’ In cf tec t adjust 
ment meant jettisoning the older model ol 
the economy and opening up to what has 
been called the ‘magic of the market’ or a 
form ot nco liberalism 
There arc several theories on the failure ot 
‘devclopmentalism’ but the alleinativc 
posed seems to be worse than the problem 
It is feared that the real costs of .uljustment 
will be boinc primarily by the most disad 
vantaged and vulnerable sections of society 


while the benelits would be limited to a 
small sc'ction Numerous case studies on the 
citects of SAP in developing countiies have 
pointed out that even wlieic SAP leads to 
growth It does not iiccessaiily imply devel¬ 
opment lot instance in 1981 the Bolivian 
economy collapsed and had lo be bailed out 
by a i 10 million loan by the IMF Rather 
than miprovemcnl the economy shrank by 

I pci c( nt in just one yeat re.il wages fell by 

hall food consumption went down by 40 
per cent niimbei ol factories were reduced 
by 11 per cent I here was a massive marck 
ol 7 (Kio people in 1 e Pa/ lor I ife and Bread 
in 1986 Fliesc were explained away as 
teething troubles of the painful aspects of 
ad|usiiiiciii But things did not improve ii^ 
1988 as ml lation doubled real wages cim' 
tinued to decline and one out ot every touij 
Bolivians was out ol woik I here was mas'| 
migration is government departments shutjj 
miners lost iheiriobs and then wives took up j 
ngricuiiuial work (Bank Informationj 
Centre undated] H 

I ven success stones have tragic subplot^ [ 
within them Gh main eexoa production ha'^ f 
incrt.ased and the income of prcxlucerx ha(||' 
jumped by 700 per cent in some case^l 
However the me lease was uneven amongSi | 
agnciilturisis Amongst the cocoa farmer | 
only ) 8 [xii cent in llie south were favoured , 
veisiis the pooic i one s in the north of Ghan' 
while the m ijoiity ot non cocoa producin. 
farmer s per capita income stagnated Thcr • 
were olhci more disastrous side effects Th' 
emphasis on eexoa has led to a decline i ' 
IcHid suf f It lent y, deforestation, which migF 
mean the disappearance of limber, and t 
diop 111 fishing and high pnccs which he 
ellected the nutiiiional levels of pcoph 
As new crises suilace the fund hlarotl 
the government lor mismanagement an. 
extends more money lor even more ‘ac'i’ 
justment’ (ibid) < 

There arc numerous other studies by tl J 

II O and independent scholars which shoFv 
that SAPinmanycountneshasonthcwho ' 
failed lo genciatc gniwih ol tneome ai 
employment The balance ol payments sit'i i 
aiion may improve exports miv rise giv/ 

a goexj woild demand hut the rnajonty 
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the people, especially the poor are no better 
than what they were before the introduction 
of these policies. 

Where do women feature in the faceless, 
neutral rows of figures luid general indica¬ 
tors of a nation’s well-being? Arc they af¬ 
fected by SAP in the same way as men? The 
evidence from a dozen case studies curried 
out by UNICEF showed that, “with a few 
exceptions, children and women of poorer 
families were the hardest hit by recession”. 
Apart fmm iheettects on nutrition, workload, 
mortality, etc, studies have shown how tra¬ 
ditional industries which employed a large 
percentage of women were being clo.scd 
after introduction of SAP. In Mexico, the 
‘maquiladoias’ industry iniroiluced changes 
in the labour process which translcrred 
women working in the plant to .self-em¬ 
ployed work performed at home. According 
to a document by DAWN, "throughout dil- 
ferent countries there is a growth of the 
intermittent activities, uncovered by labour 
contracts or siKial .security”. In Argentina 
unemployed women who arc heads ofhou.se- 
holds find it more ditricull to enter the 
labour market than men [Anlrobtis 1990]. 

Structural adjustment programmes affect 
sections of working women differentially 
but the evidence from studies shows that it 
tends to shrink women’s employment op- 
I portunities m the organised .sector.' New 
j employment opportunities are primarily in 
a small segment of export industries will) 
low wages and extremely adverse working 
conditions. Under SAP real wages have 
declined for labour as a whole and again 
women have been particularly hard hit. In 
Brazil, women faced wage reductions rang¬ 
ing from 10 to 30 per cent depending on the 
sector they were working in fKnti I992|. 
There arc many similar examples from other 
countries in Africa, Latin America, the Car¬ 
ibbean and Asia. 

Indian women form a vulnerable and ex¬ 
ploited group of people. India has one of the 
lowest sex ratios in the world of 1,000 males 
|4to 923 females. It is a further drop from the 
1981 figure of 1,000 males; 934 females. 
|Only .39.4 per cent of women are literate. 
Less women than men work for a living and 
for every three men only one woman uses 
health facilities [Batlivala 1984]. There ate 
depressing figures on the number of rapes, 
dowry murders, sexual harassment and as- 
laults on women. Some of the basic institu- 
ions of society have a shocking record of 
liscriminating against women. Forcxample, 
lanks arc reluctant to have women open 
iccounts for their minor children in their 
tames or extend credit for their minor chil- 
Iren in their names or extend credit fur their 
ndependent work. Courts, in spite of amend- 
nents in the rape and dowry laws, have 
^ ;onvicted very few offenders or let them off 
4 ighlly. In the labour market, the private 
iL^tor has nut been a major employer of 
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women. The government is the largest 
employer of women but only in ‘womcn- 
oriented’ types of jobs as typi.sts, nurses, 
teachers, etc. Whatever women require for 
an independent livelihood and existence 
such as work, housing, and other resources, 
arc systematically denied to them by the 
norms of the patriarchal family and society. 

Given the existing structure of discrimi¬ 
nation against women, the introduction SAP 
via the NEP with its attendant problems of 
inflation, recession, restructuring of indus¬ 
try. fall in real wages, etc. will intensify and 
worsen conditions particularly for poor 
women. Many scholars and activists have 
pointed out that there will be a full in work¬ 
ing women’s standard of living, pixir nutri¬ 
tional and health level, an increase in the 
double burden of work and a brake to any 
improvement of their status in s(x.'icty. 

So towards the middle of the 1980s, inter¬ 
national agencies such as UNICEF began to 
express concern at the detrimental effects of 
SAP on women and children and put for¬ 
ward the proposal'for adjustment with a 
human face. The World Bank too has been 
forced to respond to the criticisms of the 
I mpact of structural adj ust men t programmes 
on poor hou.seholds but the ‘compensatory 
progiamincs' adopted by it and other agen¬ 
cies to ’alleviate’ poverty and inequality 
intensified by SAP have been shown to be 
inadequate and limited. Although the pro¬ 
posal for ‘adjustment with a human face’ 
highlights the disastrous effects of SAP and 
suggests protective FMilicics, it does not ques¬ 
tion the macro-economic policy itself. It 
suggests improved policies with the expec¬ 
tation that ‘enlightened governments' will 
act on these policies. In practice, govern¬ 
ments have tended to ignore or adopt these 
policies in an indifferent manner. The over¬ 
all framework within which these ameliora¬ 
tive measures arc propo.sed are paternalis¬ 
tic, treating women only as victims and lack 
the potential to change the subordination 
that women face in the economy and society 
[Elson 1989]. By the end of the 1980s a more 
systematic effort was ipade to identify the 
specific consequences of SAP on women 
and suggest proposals to protect the position 
of women as well as incorporate their con¬ 
cerns into the prucc.ss of adjustment as for 
instance by the report by the Common¬ 
wealth Secretariat, 1989. However, this re¬ 
port also tends to treat women only as 
victims and focuses on harnessing their 
'productive potential’ through policy 
changes rather than through empowering 
the women themselves. 

A major assumption that informs such 
policy prescriptions is that if women arc 
engaged in employment, i e, income earning 
linked to the market, there will be an im¬ 
provement in their status. Ba.scd on this 
assumption there are a few economists who 
see the SAP as a ray of hope especially in the 


context of women’s work. They argue that 
the SAP will introduce flexibility in the 
organisation of industry, in the production 
process and in the labour market. It will 
therefore generate low paying jobs which 
will go to women, thus increasing their work 
participation rates and generally helping in 
the alleviation of poverty. It is important for 
us as researchers and activists to critically 
l(x>k at these arguments as thay have a direct 
bearing on the development of strategies 
and the empowerment of pour women m 
their struggle for a better life. 

F'riMlN'ISATION DhBATh 

0 

Analysts of present trends in indus¬ 
trialisation in developed and developing 
countries have argued that the characteristic 
feature of this phase of capital accumulation 
IS ‘flexibility’, accompanied by a pr<x;cs.s of 
‘global feminisation’ of the labour force. 
Flexible specialisation is based on the dif¬ 
fusion of micri^lecironic systems in pro¬ 
duction which overcome the inflexibility of 
Fordist production systems which were 
characterised by the assembly line with a 
high degree of divjsion of labour in which 
workers were icduccd to adjuncts of the 
machine. Fordist prtxluction required long 
nins of standardised products, large units 
and the maintenance of large inventories on 
a ‘just ill case’ basis which increased costs. 
Post-Fordist or flexible production is based 
on decentralised small units of priHlucIion, 
with .subcontracting arrangements, ininitnuin 
inventories similar to the Japanese ‘kanban' 
or ‘just in lime’ system, with flexible labour 
deployed over a variety of production tasks. 
The labour force is used only when required 
which means workers do not have perma¬ 
nent status, are paid low wages and deprived 
of statutory rights. The argument for global 
feminisation of the labour force has been pul 
forward by Guy Standing (1989) who notes 
that the decade of the 1980$ is both the 
decade of ‘labour dcrcgulari.sation' as well 
as a period marked by a “renewed surge of 
feminisation of labour activity”. This is the 
period in which “labour and social rights 
became perceived increasingly ns costs and 
rigidities’’and the growth of very low wage 
employment. He argues that “when low 
wage jobs spread, it is women whose em¬ 
ployment in them increases”. Guy Standing 
u.ses the term ‘feminisation’ to refer to two 
priKcsscs: a rise in female labour force 
participation in the face of a fall in male 
participation lates and the feminisation of 
certain jobs that were traditionally performed 
by men. i e, the .substitution of men by 
women. 

Applying this thesis to India, Sudha and L 
K Deshpandc (1992) state that this tendency 
towards feminisation of the workforce has 
been observed in official data at natio .ui 
level as well as in the city of Bom! 'ay. They 
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argue that feminisation through flexible 
labour practices in urban labour markets 
over the 80s increased employment oppor¬ 
tunities for women 

In elaborating on the direi tion of female 
manulactunng employment, they note that 
employers in Bombay responded to 
liberalisdUon by employing women or le- 
trenching lewer women lh,m men Given 
that trade liberalisation is a major plank of 
the NEP, they estimate that pnxluction tor 
exports will increase and since export indiis 
tnes are more labour intensive the total 
demand foi labour will alvi miiease In this 
context, they argue that the employment l<ir 
women will increase taster than that of men, 
since women constitute a cheap and docile 
labour force 

Sudha Deshpande (1991) goes further to 
say that “to the extent that it [NEP] is likely 
to incicasc the demand lot lahout in general 
and that foi female laboui lastei than in the 
past, offer wider choice ol occupation to 
women entering the labour market in the 
near tutuie, and reduce the extent of poveity 
among families ol these working women 
the change to NbP should be legaided .is a 
positive change We must remember lor 
the present that to be exploited in the labour 
market is bad but not to be exploited 
IS worse 

1 he assessment claboi ale d abov 11 s basetl 
on data gathered from dillercnl sources 
which show the trend towards leniinisation 
particularly in the manulactunng sector 
However a number of questions and jiiob 
Icms suifacc in the utilisation of sialistiial 
data which show geneial trends, especially 
when they arc juxtaposed with specific case 
studies or with the cxpcru nee ol unionists, 
.ictivists and reseaichers engaged in micro 
studies 

In response to the thesis ol global 
feminisation projected by G Standing Diane 
Elson has pointed out that although the data 
in the ILO Yearbook of Ijihom SlaUttH v 
does indeed show the incicase in women’s 
share ol total employment in a huge numbci 
of counU'ics. this need not necessarily imply 
feminisation It could in fact he quite com 
patible with the disappearance ol many jobs 
of the type traditionally dominated by men, 
and the expansion of jobs of the type tradi 
tionallydominatedby women ’[bison 1991] 

To establish the case for feminisation ol 
the labour force in India, the Dcshpandcs 
use the Annual Survey of Industries for 
India which puts out a fairly detailed break¬ 
up of industrywisc percentage share of fe¬ 
male workdays in total woikdays in India, 
1971 and 1981-84 (Table S, p 22SO) Based 
on this they conclude that “ industries in 
India used proportionately more female 
labour in the early 80s than in the early 70s” 
Whilst this IS true in some industries, their 
table also shows that in silk synthetics, the 
percentage of women employees declined 


from 5-10 to 1-5, in the food industry it 
declined from 21+ to 5-10, in wmxl pro¬ 
ducts It increased form 5-10 to 10-15, in the 
chemical industry it increased from 5 10 to 
10 15 in liNxl products from 5 10 to 21-f 
Gut ol 19 industries, 10 have remained 
stagnant, two has e reduced the employment 
ol women and seven of them register an 
increase The data thercfoie suggests a moic 
mixed picture lather than a delinite trend It 
also raises the issue of examining such data 
along with the weight of each sector of 
pioduclion 

A similar problem arises in relation to the 
next set of data used as evidence which was 
compiled tiom the recoids ol the chief in 
spcctor ol lactones, Bonib.iy (Tabic 7 p 
2251) It indic.ites Ih.it mdusti les employing 
moie than 50 pci cent women h.ivc in 
cicaseci trom 0 6 pci cent m 1975 to 2 5 per 
cent III I9h| to 1 I per cent in iyS9 I he 
aiticle unlortiiiialcly does not go into aiiv 
details as to which indiistiies employ such 
large nunibcis ol women Without this in 
lormation the data can be deceptive I or 
example there ate seveial units in SUP/ 
employing not nioie than II) 40cniplo>ccs 
Some ol these ate 90 95 pci cent Icmalc 
dominated Hovsevci, just down the ro.id 
I arscii and loubio and M.ihmdras employ 
more than 6 (XK) K (KK) workeis with hardly 
.iiiy women workers among them It is the re 
lute in poit.int to know spcciticnlly which 
industries have uicieased the leciuitmcnt ol 
women 

The work pailiiipation rate ol women in 
rekition to men in manul.ic tut mg industry is 
abysmally low When assessments aie made 
in terms ol pcicenlages it is mipoitant to 
keep in mind th.vl the telative position ol 
male workeis rem.iins high and the im lease 
in lemale workers in actual numbeis is quite 
low Ihcintcrpictitionot NSSOandeensus 
data for Komb.iy is indicative ol i inajoi 
inciease in women’s employment and 
thereby retlecting a trend lov ards 
Icminisation could be <|Ueslioned 1 he 
Dcshpandcs argue lor insUnce that m.ilc 
employment during the dec<idc 1981 and 

1991 increased at 1 6 pei icnt fier annum 
while that lor females incic.ised at 5 9 pei 
cent per annum | Deshpande and Dcshp.inde 

1992 2249] I his means that between 
1981 and 1982, the cmploymenl ol men 
increased from I 000 to only 1,016 and 
in the case ol women tl increased sub 
stantially’ from only 125 to 112 women 

At first glance, it does ,ippe,ir that the 
number of women emplo>cd has iiscn ovei 
the last few dec.ides the proportion of 
women in total employment, which me ludes 
agriculture, manufactuimg, the service see 
lor and intormal sector, Iws shown an in 
cieasc The total work parucipalion latc (<h 
the male workforce at an all India level tell 
from 52 65 m 1981 to 51 52 m 1991 The 
female rate on the othei hand rose Irom 


19 77 to 22 69 in Uic same period [ftovi- 
sional Census 1991] However, it is neces¬ 
sary to liHik beyond these broad irends based 
on aggi egate data and c\<tminc eomplemen- 
laiy data souices in order to quality and 
icmiorce this geiKialisaiion 

Ihe Provisional Census categorically 
slates that the highei lemale work participa¬ 
tion Mies could he due to the tact that more 
women wc ic netted I his could have been 
the lesiili ol coiiscicntising and liaining 
census ofticials and field workers In addi¬ 
tion the inciCiise in women workers is more 
in rural aieas liom 21 IH in 1981 to 27 06 in 
1991 while 111 uib,m areas it is only from 
S 12 in 19X1 to 9 71 m 1991 [Provisional 
Ciiisus 19911 It IS also ncccssaty to specify 
what kinds ol jobs arc being done by women 
or aic being t.ikcn over by them from men 
Nirmala Banetjee (1989) points out that 
while the 1971 XI dec.idal growth of women 
m 111 inulactiiiinu (,m mcrcise ol 60 per 
cent) could imply a rcversil m the earlier 
trend towards a dec line in women’s employ¬ 
ment IS well as ciiiiy into new industries, 
however the ovciall proportion ol women 
aoikers m urban nuxlcrn mdusirics w.is still 
below 12 pel cent m 1981 She points out 
IuiIIki that far Irom a htc.ikdown in the 
SI xual division of labour All that hap- 
jHiicd was ih u ciihci woman type ixcupa- 
iions had expanded or some occupations 
had become more identified with women" 
[B.uieijee 19X9] 

Qualilicaiion ol smtisliial data is also 
necessary to ward oil Ihe problems of con- 
it idle tors sclsol data especially Iroingov- 
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eminent sources Fot instance, how does 
one explain that the figures from the Siatis 
Ucal Pocket Year biKik ol the Gosernnicnl 
of India (Appendix (able I) shows that 
women’s employment in the manulactiiring 
sector lias increased liom t7i (MK) in 1961 
to 461,(KK) in I9S9 but their proportion in 
total manufactuiing has declined fiom 11 
per cent to 9 |vr cent oi is .ihnost stagn.int 
from 1966 to 19X9 at 9 per tent 

Disk khiniiObsi KVMioNs 

So tar numerous micro level studies have 
shown dec line in the cniploymcnt ol women 
Rcnana Jhabvala (l9X‘i) and Miia Sav iia 
(1982) have docunienicd the decline ol le 
male employment in the textile null scdoi 
in Ahmcdahad and llombav ovei the p.ist 
few decades due to automation Olliei case 
studies in the city ol Bombay show how 
many huge scale indusliies which eniplov 
women in large numbers have replaced ilicii 
women workers by cithei men nr machines 
or both [(lothoskar .ind Banaji I9h4| II 
there has been a reversal to this iiond, it is 
necessary to speedy in which indus'iies this 
has (x.curied 

Case studieso( paiticulai companies indi 
cate that exp.msion of priHliiclion lacihiies 
til the 198(K have not resulted in an mere isc 
|in the employment ol women Poi ex.imple 
Hindusl.ui I ever had only two large pi iiits 
In Bombay and ('alcultii tor over 60 vc irs 
[From 1982, Lcvcis deceiilrahsed itsell to 
I have 20 other plants, besides a netwoik ol 
IsmallcT units which weie subcontracted In 
|the 1960s the Bombay plant employed i 
iVubstaniial proportion ol women emplov 
|ecs, 4ibout 600 women out of a workforce ol 
jl.KK) However 111 1990 there were only t 
,women left None ol I evci s othci plants 
,employ women in any substantial numbcis 
iixccpt the garment's plant at the I xpoit 
iPiomoting Zone in Kandia, Cuiiarat 
1 Gothoskar l‘W21 

1 A similar preness has been witnessed in 
I he mining sector |Scn 1990], the i he mn at 
•eclor.uid in various sectors in enginceiing, 

i oiletncs, pariicul.irly al fee ling |obs such as 
yacking where women ate employed 
Gothoskar 1992] A study done by Shitniia 
nd .Sengputa (1984) in SI FP/ the expoit 
I immotion /one in Bombay showed that 98 
ler cent ol its workers were women How- 
ver in a recent intci view, the Labour Com- 
nissioner said that this propoiiion has been 
educed to about 60 per cent in 1991 
, In ‘complementary' units or subsidiaries 
b large industries such as the powcrioom 
bdustry in Bhiwandi and Surat, women arc 
tompletely .ibsent According to a compie 
I’ensivc study of the powcrioom sector con- 
.Hicted at an all-India level by the Ministiy 
Labour, government ol India, women 
\)nstitutcd a mere S per cent ol the l.iboui 
jbree in 1988 In the h.uullooin sector how 


cvei, where the wage levels arc much lower, 
women constituted 44 per cent of the 
woikloice Hcie women were invariably 
p.iid piece rates which were very low (GOI 
1986 87] Whereas m the large and organised 
Industrie s even conir.ict workers aic mostly 
always men 

It has often been .iigucd th<it when large 
pl.inis ire i losi d oi reduce then operations 
the employment is diverted to the small 
scale SCI toi m) theie is a net increase in 
cniploynienl I Ins is not always the case 
because the small units, usually ancillary 
ones ol the paient company are automated 
and re(|iiire lew workeis For example, the 
P.iith.in pl.int of Rhone Poles (eailier May 
and Baker) employs ‘5') woikeis, mostly 
nicii whodothe woik which in Bombay was 
done by 100 woikers llowevci smallei 
units which are exempt liom laboiii ii'giila 
tions do tend to emplov women as studies ol 
chemic.il indiistriil estates in Ainbi'inath 
and Kalvan have indic.ited although the 
recruitment ol women in conipiiison with 
men IS low ICiotliosk.ir 1992] Within ilie 
tompic'icly iiiioruanised sectoi women are 
employed only in |obs which are seen as 
women oriented such as gaiinents ot food 
piocessnm Sm.ill scale plastic units picici 
men giviiii! the usual intionale that hard 
manual work .iiicl night shilts disqualify 
women liom these |obs IGandhi and Shah 
1992] It IS thciefore important not to as 
sume an automatic ielation between 
decentiahsation and increase in female 
employment 

In examining Ihe data loi tenrnisalion ol 
the lahoui force it is useful to make a 
distinction between ditlcrent relerents ol 
leminisation since these ate ollen 
ct'nilatcci I cmnnsation ol the l.iboui toice 
has been used to iclei to one or til ol the 
following 

(1) Increase m the fcm.ilc partic ipation rate 
relative to men 

(2) I he substitution of men by women who 
take over jobs tiaditionally handled by 
men 

(1) I he inciease in women’s involvcinent 
in invisible' woik, i e, l.imily labour 
and homeworkitig and 
(4) I he changing character ol industrial 
woik on the basis ol new technology 
and managerial stiatcgies wheieby woik 
IS deccntiahscd, low paid, itrcgular, 
with ptirltimcoi temporary labour con¬ 
tracts, 1 e, iiictcasingly like ‘women’s 
work' (but which IS not necessarily done 
by women) K’hhaehhi and Pittiii, lorth- 
comingl 

An analysis ol trends depends on which 
aspect/s we refer to in identifying 
‘leminisation' I ooking at the shift to ex 
poit led giowth m largc-seale manufactur¬ 
ing m Turkey in the context ot structural 
adjustment poheies, Cagatay and Berik 
(190{J) cone lude th.it “the shift to export-led 


growth has been achieved without an ac¬ 
companying or subsequent leminisation of 
employment’’ However they do document 
an increase in homeworking The role of the 
state IS significant in the discussion on 
feminisation oi dcteiiiinisation Lack of 
tcimmsatioii could be due to gender typing 
of industries in the context ol labour repres¬ 
sion, which reduces the labour cost advan 
tage ol women workers i rv-« i is men 
A iiiajor iccomiiiendation ot SAP is 
privatisation to make industry more effi¬ 
cient and piolitable Privatisation would 
have sigmlicarit iinphcations for women's 
employment An examination ot figures for 
1971 .ind I98S of women’s cmpfoynicnt in 
Ihe public and private scctoi shows that 
women s employment has risen more in the 
public scctot lathei than the private scctoi 
1 e III sec tins such as electiicity, construe 
lion trade Iranspoit communication fi¬ 
nance and msuiance and community set 
vices In the milling sector, women’s cm 
ployrnent mcieased m Ihe public secloi by 
119 8 pel cent and declined by 86 2 7 per 
cent in the pnv.ile sector In Ihe finance and 
insurance sec loi women’s employmein in 
creased in both the public and private sec 
tor by 8 pci cent m the public scctoi 
and by 271 pel cent in the private sector 
Oeiicially speaking the manufactuiing sec 
tor IS laigcly piivalised He le lix) women s 
employment mcieased by 20^ per cent in 
the public sector and 108 8 per cent m the 
piivate sector (refer to Appendix Fable 2) 
State owned units aie now under pressure 
loie oieamse Naiionahscdbanks,m which 
20 |ier cent employees arc women, have 
declared 4 lakh people as surplus Railways 
have stopped reciuitrnent Ihe Post and 
I elegraph De(iartmeiil inieticis to retrench 
ing 2,00,000 workers (Patel 1992] 
Privatisation when it does lake place will 
result in a drastic cut m the workforce and 
women will be the most potential tiVgcts 
I he issue ol women’s employment m the 
context ol the NEP has to be seen m the 
broader context of the rise in geneial iinem 
ployrnent Proiections on the ellects ol the 
economic rcloims on the employment situ¬ 
ation by economists state that even under 
the most lavourable conditions of growth, 
unemployment as a result of the present 
policies of the government “will nse from 
lessthan Ipcrcentm 1990-91 to about .5 per 
cent m 1991-94 This implies total open 
unemployment of about 18 million persons 
in 1992-93 and 19 million the year after’’ 
(Mundlc I993J According to this study, m 
the context of a low growth scenario, addi¬ 
tional unemployment wilhncrease to about 
22 million m 1992-93, going up to 25 mil¬ 
lion by 1993-94 

The projection of low growth might be 
closer to what is likely to happen given the 
continuing industrial recession, at national 
and international levels In addition. 
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government a& well d!> management stratc- 
gie!> to handle this recession as well as 
control labour, through decisions such as 
increasing automation, shilling pnxiuclion 
to remote areas, etc, would swell the tanks 
ol the urban unemployed 
Even though the government is ostensibly 
holding back on the exit policy, the process 
of job loss has been underway for some 
time One lonn has been through lac tot y 
closures There has already been a sharp 
increase in the number ol sick units in the 
country TIte number ol sick units had in¬ 
creased by ^7.0(X) between Decenibci 1987 
andDcccmbei 1988 and by December 1990 
an additional one lakh units had bt'come sic k 
taking the total numbei ol sick units to ^ 46 
lakh (CMlh 19921 Aicoidiiig to a survey 
earned out by the (iaiidhiaii Labour Insti¬ 
tute, 6S units become sick e\cry day and at 
any time 9X per cent ol the total sic k units are 
m the small scale scctoi In the Luge-scale 
units, about two million svoikers arc al- 
Icctcd by industrial sickness in mdustiies 
such .IS )ute cement, textiles engineering 
papei, iron and steel In the small sc<ilc 
sector about I 5 to twir million workers are 
estimated to h.ive been adveisely allecled 
An aspect ol the liberalisation policy which 
has intcnsilied this piocess is the removal ot 
ihc threat of n.i(ionalis.ition ot sick units 
I his threat .ictcda signilicant resti amt on 
unscrupulous ailivities ol business houses 
Now there is no check on inaltie.Umeiit ol 
workers or siphoning oil piolits into othci 
activities (Thankappan 19921 
In another suivev ol M) Luge scale plants 
in Bombay, 16 h.id closed down or were on 
the veige ol a clo.ure Ihese employed 
workers t.tnging Irom 200 to ovci 1 (KX) 
Out ol the test except in one lornpany there 
was a virtual ban on lecruitmcnl since the 
late 1970s .ind mid-1980s Amongst these, 
m 67 plants, the management had intio- 
duced ‘Voluntary Retirement .Schemes' to 
get rid ol the woiklorcc Most ol these 
schemes were not voluiitaiy in terms ol ihc 
picssuic that employers pul on the workers, 
pariiculaily older workers and women to 
leave their jobs In plants such .is flindusi.in 
Ferodo and Hindustan Lever, more than 
onc-third ot Ihc worklorte was asked to 
leave and kx k-outs were imposed to achieve 
this puipose IGuthoskar Dudhal, I lavia, 
Vaidyacmd Halal I99I| 

What IS going to happen to this large mass 
of unemployed men and women workers^ 
Retrenched workers will enter the 
unorganised sector, kxrking for jobs in an 
already crowded sector Women workers 
already constitute the most exploited sec¬ 
tion of (his sector Ela Bhatt has pointed out 
that It IS the unorganised sector which is 
being hardest hit by the structural retonns 
IBhatt 19921 

The entry of workers who have lost jobs m 
the organised sector, into the unorganised 


sector also has to be differentiated accord¬ 
ing to skill, gender, mantal status On the 
basis of research on retrenched workers 
Irom the formal sector, in Sao Paulo. Brazil, 
Hirata and Humphrey (1991) point out that 
It was unskilled men, single parents (moth¬ 
ers usually) and older women who are forced 
into taking up jobs in the unorganised sec¬ 
tor For women this was pnmanly in domes¬ 
tic scivices, cleaning, etc Adult skilled 
male workers on the other hand were .able to 
remain inopeniincmploymenttill they could 
return to a lactory job ‘The adult males, 
with the exception ol older, unskilled men, 
were able to secure their identities as indus¬ 
trial workers, even il this meant peiiods ot 
unemployment ol live months or more ” A 
similar process in icl.Uion to male workers 


from industncii which have been reemd; 
privatised can be seen in Pakistan. While al 
workers were retrenched with golden hand 
shakes, skilled workers were re-employ© 
in the same industiics while the unskitl© 
entered the unorganised sector ^ 

fhe evidence emerging from interview 
we arc conducting as part of an ongoin) 
research project indicate that both male am 
female workers retrenched from thi 
organised sector arc finding it difficult U 
gel new jobs Shobha was a permanen 
employee in a pharmaceutical company whe 
took the VRS eight years ago, rather thai 
agree to work as a contract worker when thi 
management initiated a strategy ti 
icdesignate existing workers .ts contrac 
workers iiiid employ new workers on con 
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tract paying them much lower wages She 
explained that “she had been liviking allot 
her sister’s daughtei sinte the last lour 
years, alter alinosi all oiii money liom the 
VRS got over and all our hopi s ol getting 
another job were d.ishcil My luisbaiul was 
alsti working lor W I He I<h) was triikcd 
into taking VRS He Uh) has tried to eet 
several |obs, bin all in vain See both ol us 
were veiy gixid in oiii work I he manage 
ment could not point a linger at us so we 
were tricked But in the outside woild oui 
skills are nicMiimeless I Ins we came to 
<cnow when we began lo look lor work 

Given the tendenc les ide ntil led .ibo' e wc 
feel It IS loo piennitute lo state that a proc t ss 
al lemmisationol the labourlorcehas stalled 
n India I at more lese.iicli including c isc 
dudies and iinu seiics data on changing 
rends in diltcient scctois needs to be cai 
aed out bcloie such a generalisation c an hi 
tmved at * 

A major problem with the notion ol 
tcminisaiion Ihiough llcxible laboui prac 
(ices' IS that il doc s not i.ikc into account the 
jcxual division ol I ibour m the priKliiclion 
(irocess and in the labour market Since the 
jncepticm ol indiistiialis.ition thcie has been 
I clear sexual division ol laboui lor instance 
gi textiles mines and laiei in the chemical 
industries, engineering ami cleclionics 
ijvomcn workers wcic assigned to only spe 
fific jobs, piimaiily assembly and packing 
jVhile men weie assigned a wide ranee ol 
|Pbs, including supervision niaintenance 
,|tc I he relationship between mdustii ill 
ijUtion and women s emplovinent has never 
fccn uni diiectional As f’c-iirson states 

how industiialisation allects the gender 
lioniposition ol the labour loice within and 
jutside lactones defiends on thi spec die 
context Ihetc aie various considerations 
'vie kind ol industiialisation strategy the 
pctoral composition of newly established 
jmd expanding industrial prcKludion above 
,11 the supply ol men s kiboui and women s 
I iboui toi industrial employment 
, I In India, Banerjee h.is pointed out that 
,ierc is an all embrac ing ideology shaied by 
I jnployers men woikeis and even accepted 
yy women workers which sees the male 
(orker as a siipei lor woi ker I he jobs that 
omen have got in industry has little to do 
,ith skill or capacities but went to 
lOmcn entirely at the discretion ol male 
orkers ’ icflecting the power position men 
pX'upicd m society |Banerjee 1991) In 
pats where men have taken over women s 
bs this has usually been asscKiated with a 
^Kganisation of prcuinction due lo lechni 
Ijl change or an i mpi ov c mem in w age's and 
prking conditions horinstintc Baneijcc 
l^tes in the clcctncal mdustiv women did 
Ignatuic winding tor electiical Ians but as 
vMon as the wage rales loi that job went up, 
^was taken out ot their hands .Such lever 


>• 


^s, also noted in l.irgc scale industries 
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such as pharmaceuticals and loiletnes where 
women dominated jobs such as packing and 
assembly have been taken over by men, 
often lead lo a redefinition of these jobs as 
men s woik On the other hand where man¬ 
agement has employed women for jobs pre¬ 
viously the exclusive preserveol male work¬ 
ers these jobs are redesignated as women’s 
work In relation to ticxibility and femini- 
satiori It IS necessary to bear in mind that the 
gender div ision of labour, which tends to 
coniine women to relatively subordinate 
mil interior positions in the organisation ot 
monetised production is not ovciridden by 
llcxibility’ Rather it stiucturcs the lorm 
that Ilexibilily’ takes” [RIson 1989J 
I he projection that NEP will create a 
demand tor the labour ot young unmamed 
gills in the cxpoit industiics depends on 
competition in the world market The shift 
ol capital back lo countnes in western Eu¬ 
rope the developments in new technology 
(another feature ol ’flexibility’) which re 
ijuire closc'ness lo markets, the increased 
pressure tor protectionism in the west, the 
opening ol eastern I uropc as a site for 
labour as well as a market and the rcquiie- 
ments ot high quality products which dc 
mand skilled labour will all impinge on how 
lai India will have access to the world 
mai kei I here is no guarantee therclorc that 
export industries will expand In addition, 
an important factor af testing the possibility 
ol women's employment in these indus 
lues it they do expand, is that given the 


levels of general unemployment, it is pos¬ 
sible that “at least a section ot this male 
labour force will come to bid for those jobs 
which so far have been allotted to women In 
which case, it remains to be seen how far the 
inherent preteience lor male labour on the 
part ot employers, that we had earlier noted, 
will come back into play” [Banerjee 1991J 

MuuiPii Survival Jons 

On the basis ot the expenence in other 
countries undergoing SAP, the prospects 
are that women workers would be involved 
in survival level jobs, probably two jobs, in 
combination with domestic labour This will 
impinge on the time available for their do 
mcstic work Inflation and wage tuts will 
reduce the family’s purchasing power, forc¬ 
ing women to find even more tiine-consuni 
ing ways ol cutting expenditure Data on 
women’s paid and unpaid work in the c on 
text ot SAP shows that women’s unpaid 
work has been intensified In a small survey 
ol 400 households in Buenos Aiics m I9K4 
It was tound that halt ot them were spending 
40 80 hours week on household t,isks (cst 7 
to 11 hours per day) One third especially 
women with laige tainilies were spending 
80 hours and two thuds more than 80 houis 
on both jobs and family [C.iimen and Iclin 
1987) 

I conomic crisis situations lengthen the 
total number of paid and unpaid woiking 
hours ol women It is possible to inter relate 


CiiAm 
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some of the features of SAP with its eco¬ 
nomic consequences and etfects on women 
unpaid and paid labour A modiiied version 
ot a chart, based on one developed by 
I IN iCEP for child welfare and development 
which shows such linkages, is presented 
belowlUNICEF 1987] Thcscdircctly linked 
relationships are a part ot a larger web of 
inter-relations between production and re¬ 
production, domestic and wage labour, gen¬ 
der construction within the labour process 
and the sexual division ot labour in the 
houschc^d (see the chart) 

I he linkages elaborated in the chart are 
not too tar-lctched as India experiences the 
highest late of inflation since 1983 The 
prices ot essential commodities have risen 
from 2 6 per cent in 1984 to 11 8 per cent in 
1990 to 16 7 per cent in 1991 Ihc Public 
Distribution System (PDS) has so lar pro¬ 
vided the pcxir with subsidised food but is 
now in the pitx.ess of being ‘revamped’, 
which means cither suspended or restruc¬ 
tured As family income becomes insulfi- 
cicnt, women will have to put in more time 
to make less slietcli lor more They will 
spend more lime in domestic labour with 
little help except Irom tlicir older daugh 
ters Phis burden ot multiple |ohs and ex 
tended domestic laboiii will sixincr or later 
take a toll on their health I he combination 
ot this with the pie existing discrimination 
III food allocation to women and girls will 
result m a serious health ciisis A lall in 
nutritional levels will leave them prone to 
illness, disease and pro and post natal com 
plications 

It IS possible that working women will 
reach a point of total collapse but it may not 
be noticed loi then oppression and vuliier 
.ibilities are easily masked by the family, 
explained away by the state and ignored or 
exploited m the marketplace Given this 
sitmtlion It IS imperative that we also locus 
specifically on women to develop organi 
sational strategies whit h can strengthen them 
in confronting these economic pressures 
I hese stiatcgies could also lay the basis lor 
transforming exploitative lelations within 
the family, in relation to the state and in the 
market, thereby empowering working 
women as well as the communities they 
live in 

Al 11 RNAIIVI Ih RSH! C TIVl S 

The economic reforms arc now entering 
the second phase So far the government has 
devalued the rupee twice (the exchange rate 
for the dollai went up fiom Rs 20 to Rs IS 
and the sexond time Irom Rs 2S to Rs 31), 
many areas formerly carmatked as public 
sector units such as leather, chemicals, etc, 
have been deliccnsed The 1993-94 budget 
has cut duties on consumer and other goods 
The exit policy and a new Industrial Rela¬ 
tions Bill are being discussed The govern¬ 


ment IS aware that the poor might be se¬ 
verely affected and has promised safety 
nets The National Renewal Fund with its 
limited budget allocation is inadequate for 
the number of workers who will be unem 
ployed as well as the number of workers 
who will be unemployed as well as the 
number of purposes it is supposed to he used 
for Originally seen as providing funds tor 
icdeployment as well as retraining, it is now 
being used primarily tor voluntary ictirc 
ment schemes 

Economists and activists have chiilicngcd 
the government's claim that this form ot 
structural adjustment is the only solution to 
the balance ot payments ensis Ihe Inst 
issue which arises is the manner in whic h the 
negotiations with the IMF were conducted 
and the present policy is being implemented 
I c, the issue of democratic paiticipation 
Trade unions, voluntary organisations, 
women's organisations and concerned indi 
viduals have demanded the right to intoi ma 
tion, specifically on the reasons lor the 
present budget (Icncit, as well as account 
ability and acknowledgement ol respoiisi 
bility for the picsent economic ciisis Nego 
nations with Ihe IMF were shrouded in 
secrecy when in tact in a democratic cuiinti y 
there should have been a national dcb.itc or 
even rctcrendum on this issue (Open Letter, 
TFWAP, 1992) 

Clearly Ihc new international develop 
ment discourse on ‘transparency’ and at 
louniability’ needs to be actualised as well 
in the relation between Ihc state ,uid cisil 
society How c<m a government claim to 
express the will ot the people when it niisin 
tonns. Ignores and overrides the altcina 
lives proposed by various groups and indi 
viduals 

Opposition to the IMF has beeji combined 
with proposals foi alternative cionomic 
policies which could pull the countiy out ot 
the present crisis For instance, suggestions 
have been made for alternative methcKls to 
garner indigenous resources, by imposing 
austcnly mcasuies on the nch and their 
alllucntconsuinption Theguvernmentcould 
incrca.se direct taxation on those who can 
atlord to pay If it summons up the political 
will. It can bring back capital into the 
economy by reducing the si/c of the esti 
mated Rs 1.80 000 emre black economy, 
irec7ing ot foreign accounts of Indians 
including Swiss Bank accounts (an estimate 
puts this to 1 SO 4S0 thousand crorc) and 
blocking smuggling and gold imports 
(NCHR 1992) 

Reduction of defence expenditure which 
IS growing every year is another option In 
1982 India's military expenditure was 
53,193 million rupees (US $ 6.32S mil¬ 
lion) and in 1991 it rose to 1.65,157 mil 
lion rupees (US $ 9,033 million) in south 
Asia, India is ihc largest buyer ol conven 
tional weapons 


Rather than expenditure for unproduettvi 
and destructive purposes, the same fundi 
could be used for socially useful productiQi 
and development pui poses 

Since globalisation under IMF condition’ 
alitics and .in eriviionmcnt ol piutectionisi 
icndcnc les in western mat keis can only mcar 
a continued suboidinaic role fur develc^mg 
countries with Ihe constant threat oi being 
tuiiii d into pi im.uy piixluccrs, cHorts could 
be directed towaids building south south 
links which will strengthen the developing 
countries biigaining power uv a m devel¬ 
oped coutitiics' 

Steps towards such links have been taken 
by woikci leaders and trade union activists 
who have established networks at a south 
Asian level Along with formulating joint 
sliategies in relation to SAP <md multina¬ 
tionals lor workers' rights the resolutions 
also c all lot opposition to military action by 
one souili Asian countiy against another and 
demand that south Asian governments es¬ 
tablish economic and political links in the 
region' 

Rcsisiaiice lo aticnipis towards total con 
trol hv miiltin ilional corporatuins and inter 
national agencies has also shown the pussi 
biliiy ol allcinalives as lot instance the 
ac non bv the Kai nataka Raiya RaithaSangha 
a laimcrs organisation in Karnataka ii 
oiganising a massive demonstration in fron 
ot Cargill Secd^ to protest against the gem 
ihett hv multinationals and against the pres 
sures ol the Dunktl proposals which led Is 
the withdrawalolCargill Ihcdebalesaroum 
iht Dunkcl proposals has brought lo Ihe Ton 
alternative pcispcctives on agricultural dc 
vclopmcni whic h wou id be ecologically sen 
sitive and sustainable 

At a macio IcscI economists have arguei 
that the inteinational monetary system need 
to be icsinic tured so that the costs of adjust 
ment ate also home by surplus countne* 
Mec hanisnis lo ensure that developed cour 
lues also lake responsibility for Ihe ccf 
nomiL crisis have lo be evolved as well £ ; 
ways to ensiiic that developing enunint , 
have mote coiiiioi within the intemation,, 
financial system 1 

Although alli'inalivcs have been prcscntei 
the government has not responded to any i 
these propos.ils At the national level, oppi 
silion lo ilic NFP by diflcrcnl sextions h , 
continued Ihc established national trai ^ 
unions have organised massive rallies in tl 
capital U) express Ihcir opposition to tl t 
erosion of woikcrs' lights and the propo&i 
policies I he first general strike was calk • 
on November 29, 1991 the second on Ju 
16,1992 A number ol demonstrations ha , 
hexn held against the new Indiistnai Rei I 
lions Bill and iccently against the new pe ' 
Sion scheme 

III resisting the onslaught of S APon woi f 
ers, trade unions arc following a three-t 
approach struggling agmnsijcib losses, c 
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.ti suresandlock-outs.preventingprivatisation 
, Q of public sector units; forming workers’ co- 
" h operatives. In sonic cases lhc.se struggles 
y have been sutve.sslul. The long and aiduous 

V struggle of workers iif the UP C’cinent C’or- 
a poratiun against the take over attempt by the 
a Dalmias, forced the government to halt their 
I] plans for privatisation in October 1991. 
s, Workers have presented alternative plans 

VI on restructuring their industries without re¬ 
tv course to privatisation. National Projects 
w Construction Corporation employees have 
j| provided an alternative proposal to turn 
Ici around the sagging company. Kaniani Tubes 

have already shown the jnissibility of forin- 
ing a workers’ co-operative. The Kamani 
ji Union used the support of profc.ssioiials and 
t; management consultants to develop a rin<.in- 
{(cially viable alternative plan which was 
f submitted to commercial banks fora loan to 
■{.assist the buy over. In addition workers 
(Iinvested their gratuity and redundancy 
claims. Aftera long legal battle as.serting the 
flight of workers to lake over the firm, the 
Kamani Union won and tixlay run a manu- 
^facturing plant with over 6(K) worker share- 
piholders. Sub.scquently, a number of similar 
pvworker-run enterprises were set up. 

1 , Such initiatives for worker-run co-opera- 
pj lives in the context of privatisation have also 
pjcmerged in other south Asian countries. P'or 
.jvinstance in Pakistan there are now 10 suc- 
[jicessful workcr/cmployce take overs. A sig- 
’vnificant development has been the links 

L _ I __ *1. - - ^ _ _ . * .. 


1 ^: 


.(South Asian level. In November 199.^ a team 


l^flof worker leaders and managers from these 
enterprises in India and Pakistan visited the 
jj. Mondragon Industrial Co-operalivesin Spam 
jj, which has been highly successful in rccon- 
*|iciling modern industry with ideas of social 
yjusticc and democralisation.’ Efforts are 
* 4 now underway to develop co-operative rela- 
^^ions at the shop-llixir level as well as to 
l^ransform enterprises taken over into truly 
self-managed co-operatives. Inirther links 
liprc being established with co-operatives 
In China. 

[|, Thc.se initiatives arc very significant but 
^ey arc limited since they arc concerned 
^ith workers in the organised sector. (So far 
wery few initiatives have involved women 
(Vorkers.) Trade unions have yet to respond 
jO the changing pattern of industrialisation 
^ith its emphasis on decentralisation and 
(iubcontracting. They have not been able to 
^;rrganise the growing number of workers in 
^ small-scale sector or workers who are 
.^asual wage labourers or home-based, a 
,^ajor section of which arc women. 

4 Rather than established trade unions or 
Ijjiolitical parties it is other organisations 
ipyhich have taken up the cause of workers in 
‘iphe unorganised .sector and particularly of 
bj^omcn workers. SEWA’s pioneering work 
bn making visible and organising sclf-cm- 
y loyed women is well known. Annapurna in 

r 
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Bombay has organised the khanawalis 
(women who run home canteens). The Work¬ 
ing Women’s Forum in Madras has brought 
together thousands of women by giving 
them credit for self enterprise. The Tamil 
Nadu Construction Workers Union has 
been .successful in organising hundreds of 
workers to demand benefits and social 
protection. 

There are les.scr known examples of small 
groups or church-based ones organising 
domestic .servants, construction workers, 
beedi workers, etc. Most of these 
organisations have been quite flexible in 
responding to the varied needs of women 
workers. The Tamil Nadu Construction 
Workers Union, for instance, also takes up 
cases of wife-beating, death, health, mar¬ 
riage and other disputes. The Chhattisgarh 
Mines ,Sangram Samiti in Madhya Pradesh 
has set up a hospital The Chikixii Tnluku 
Kamgar Union in Maharashtra, an 
organisation of tobacco workers has set up a 
shelter for women in distress. These 
organisations have formed new structures to 
allow for greater participation ot union 
members, especially women which has ini¬ 
tiated a process of dcmocratisation. Tbeic 
are caucuses of women within the larger 
union, nrdu.ll organisations for workers’ rights 
and women's rights, or united fronts for 
neighbourhood issues and women’s nghts. 

Paradoxical as it sounds, today trade unions 
can no longer only org.mi.sc their members 
on the basis of their identity as workers. 
Given present trends in industrial lestruc- 
turing as well as communalism within the 
labour movement, it becomes essential that 
organisations recognise the multiple identi¬ 
ties of workers, which include gender, caste, 
religion, ethnicity. The procc-sscs whereby 
these identities arc constructed and the shift¬ 
ing basis of identity alliances has to be taken 
into account in organising at the workplace, 
within the community and the household. 

STKr.N(;THI-.NIN(i SuRVIVAl, STRAHr.ir.S 

So far women’s organisations have joined 
various fonims to protest agtiinst the NEP 
and SAP. In addition it is imperative that we 
develop strategics to strengthen women 
workers as they face the onslaught of the 
economic reforms on their lives. We can 
Icam from the struggles waged by women 
workers in other countries undergoing SAP. 
The strategies we dpvciop will have to relate 
to the specifics of our economic situation 
and culture of struggle. They will have to 
constantly bridge the gap between the work¬ 
place, community, neighbourhood and 
household. Thc.se would be intermediate 
strategics which can provide support for 
women in the present context, yet contain 
within them the possibility for transforming 
exploitative relations and lay the basis for 
self-determination. 


Such .strategies have emerged as ‘sponta¬ 
neous’ responses to the deteriorating stan¬ 
dard of living in countries undergoing SAP. 
Women from low income hou,scholds have 
had to evolve various survival strategics. 
Survival strategics have been seen as essen¬ 
tially defen.sivc with little potential to change 
the general conditions under which indi¬ 
viduals and households survive. C^onccmcd 
with basic survival they arc seen to be 
individualised, and limited to immediate 
objectives. However, these survival strate¬ 
gics do imply an engagement with the im¬ 
mediate environment and ns Dames and 
Seddon (1990) point out they do have “the 
potential for the development of (bore effec¬ 
tive, more sustained and more collaborative 
formsof struggle., ’’f’orniahasdoiumciited 
and chLssillcd the range of survival strate¬ 
gies which the ptxir, particularly women 
have resorted to in the context of .SAP. 
These are; strategics for the creation of 
rc.sourccs which include increasing own pro¬ 
duction, increasing sale of labour, sales of 
a.s.sets, increasing production through vol¬ 
untary labour exchanges and co-operative 
work and transferring income to aid poorer 
relatives; strategies for conserving and im¬ 
proving the u.se of existing resources; and 
extended family and migration strategies. 

The potential of these survival strategics 
to become translormativc ones js best .seen 
in the evolution of communal kitchens 
(comedorcs populares) in I,ima, Peru which 
emerged m the 19S0s ,is a response to the 
deteriorating economic situation. Groups of 
15-50 households jointly carried out bulk 
purchase and preparation of I<xk 1. Women 
ciHiked the food on the basis of daily shifts 
every four or five days, with each household 
paying according to the number of meals 
required. Poorer households were cither 
exempted or given food on credit. The com¬ 
munal kitchens thus became “instruments 
of redistribution in favour of the poor" 
[Dianes and .Seddon 1990]. Women w.cre 
freed from daily cooking and were able to 
engage in other activities iis well as partici¬ 
pate in political meetings. Preparation of 
meals became acollective task which repre¬ 
sented an organisation and division of work 
which was radically different. Entry into 
public spaces led to interaction with NGO 
activists and feminists. “Thus women’s re¬ 
sponsibility towards their families and their 
children’s health and future became a source 
of energy and action that has permitted them 
to break with traditional patterns. It has 
permitted them to enter the public sphere 
and even, in the last five years, to pa.ss from 
protest to proposal, and 4o become active 
participants in proposing social policies. 
For example, in 1987 the National Co¬ 
ordinator of Communal Kitchens elaborated 
a proposal whereby urban family consump¬ 
tion was linked with agricultural produc¬ 
tion”. Similarly the ‘mothers’ clubs’ where 


Economic and Political Weekly April 30.1994 



motherN took turns to manage child care 
centres have also freed women foi other 
work 

In our own context it is possible to de¬ 
velop similar initiatives Women's groups 
tan help local women to form consumer co 
operatives lor wholesale purchase ot essen¬ 
tial commodities Organisations working 
with women in ‘basils’ have already started 
organising ai ound the PDS I he Sabla Sangh 
in Delhi tor instance had a campaign aiound 
lauon shops calling lor conliols over coi 
luption fairer puces and public display ot 
Items in stock Rcpicsintalives ol these 
organisations could be insolsed m monitor 
ing the ration shops to ensure lair pi ices and 
distribution This svas attempted in Bombay 
by groups of NC lOs and women unde i the 
banner ot Ration Krili Samiti 

In a situation where neo libci il calls loi 
withdtawal of the state aie intensity mg 
women s organisations will have to redouble 
their cttoits It) ensure that the state not only 
continues to subsidisi. lood distiihiition but 
also cvtciuls suppoit in other ireas through 
the provision ot scr\ iccs sue h as cas\ aces'ss 
to watti creches etc fxislini: sciviccs 
which die provided iisiiallv by NtiOs could 
beextended I orinstancoiiinning balw ulis 
IS I common activity toi most orcanis ilions 
Howcvci they are usually open only lor a 
lew horns lor pie scIum)! cliildicn With the 
same mliastiuctuie it is possible to extend 
balwadi hours lor the whole day for small 
ehildicn ot home bised woikers 

Strategies.md policies lot working v omen 
have to incorporate Ihi various dimensions 
ol women smiillipleideiilKics A policy lot 
women s cmploymcni Ins lo suppoil siral 
cgics lor changing gcndci ideology both 
mside as well as oulside the workplace 
Notions ot masculinity and tcinininily at 
fed skill definilions wages .md working 
conditions and the location of women within 
the production process as well as within 
scctois of industry Ttic intcgial link be 
tween (he household woikplacc and com 
munity altects women’s work as well as 
their potential tor organising I he issue ol 
(he sexual division ot lahoui within the 
household has to be equally signil u ant as an 
issue as are strategies to keep |obs loi women 
or get |obs lor women In spile of the high 
lighting of the doubic/tiipic burden ot work 
ing women, domestic labour as the major 
responsibility of women continues to be the 
most resistant to change In Cuba in the 70s 
a law was passed which made it possible tor 
women to take their husbands to court it 
they refused to share ii housework Al¬ 
though there have hardly been any c onvic 
tions under this law the existence ot such a 
legal regulation could play a role m forcing 
aquestioningofthe sexual division of labour 
The present trends towards flexible 
specialisation has led to a discussion on the 
dual character of flexibility Part-time work 


forinstance could allow greater choice about 
hours and patterns ot work However it is 
then necessary to ensure that llexiblc work 
ers cnioy parity with full-time works in 
relation to wages, bencitls and tights A 
recent ruling m the Luropcan C ommunily 
states that flexible workers should be guiu* 
aniced these rights Lniployei slialegies to 
reduce l.ibour costs by decentralisation .md 
subcontracting lould be counieied by c\ 
lending labour legislation along the whole 
chain ol subcontracting and making the 
large lirm responsible lor the rights ot woi k 
ers 111 the smallct units Similarly the I SIS 
medical scheme should be extended to all 
woi kei s 

At a macio level HO conventions should 
be pul lorw.iid is a non negotiable condi 
ticinalily in the conlext ol economic reform 
A legal piovision for the registration of all 
workers contiaii temporary home based 
etc, who could be provided with identity 
caids could counter attempts to rcdcsign.ile 
workers .IS sell employed and deny them 
llitii lights I his sliatcgy h.is been followed 
bv SI WA lor bidi workers A code ol con 
dui t lor niulliri.tlionals and other l.iigc i oin 

р. inics (ould help in monitoniig production 
and prices 

Most women pcrioim low skill m mital 
jobs which givcsihi in a we ik position in the 
Liboui maikcl 1 1 lining women to dc velop 
new ski'Is aiiu cnliaiuc existing ones has 
been rccommciided time and again At 
icinpis at training women such as the c oiirscs 
III non tiadilional skills m c.irpenlrv wir 
ing masonry plumbing clc run bv the 
YWrAliashsenvciv useful although there 
h.ivc Seen mixed ic.ictions to these cxpcii 
mciits It lakes time lor society lo accept 
women as technicians in these fields In 
addition to these attempts it is nccessaiy lo 

с. unpaign tor the iccognition of existing 
skills 

Training in icchnic.il skills could he com 
billed with oihci educational piogrammcs 
so that il worket. lose their jobs, they have 
.icquiicd something ol permanence -more 
sell loniidcnie more oiganisitional and 
advcKacy skills more knowledge ol how 
their society works [Elson 

Lack ot credit facilities will .illcct women 
workcrscspcciallythcscll employed Hank* 
will have lo be piessurcd lo respond to the 
poor sections ol society At the same lime 
we have lo assist women lo gain access to 
family resources by insisiing on joint own 
ership of land aiiiJ house including their 
names in identity caids, photop<isses and 
lation caids This could help in gaining 
access to loimal credit sources 

Women in basiis oltcn invest their sav 
mgs in chit or totaling funds Community 
organisations unions, women's organi 
sations can play a role in seeing that women 
arc not cheated by monitoring these schemes 
or setting up their own saving schemes 


All these strategies require collective ee- 
tion atdif ferent levels pressunsing the stale, 
supporting working women in their daily 
sui VI v.il and dcs eloping organisational forms 
which can empower them within the house¬ 
hold, III the market and in relation to the 
sute A number of voluntary organisations 
h.ivc stai led programmes on health and pro¬ 
vision ol services like loddcr, hanks, credit, j 
etc given ihe deleru>r.iting economic situa- ■ 
lion While supportive programmes are ncc- '• 
cssary these should not become a reason tor 
the slate lo abdicate its responsibility to j 
piovidc these services to its citi/cns On the 
other hand the NI-P should be opposed 
along with presenting altoinativcs Adouble- 
edged stiiitcgy needs lo be followed which • 
combines suppoitive strategics with 1 
org.inised pressure on the government lo . 
ensme that the poor do not pay even more I 
tor a crisis which was not of their making | 


Notes 


(An lailicr VLivion of this paper was piesented 
al Sitih Naiiunal C urifcicncL ol Indian Associa 
lion of Women s Studies al Mysoic,May tl- 
Juin. y IWl I 

1 The iiKomL t.ix ixumplion for women with 
in annual inLoiin. of Ks 16 000 in the 1991 
92 budpi.1 w IS picsented as a major conces¬ 
sion to woiking woiiu n I his would benefil a 
imiioi stelion ol all woiking women the 
III ijonty (9X |)«.r cent) ol whom work in the 
unorganised sector 

2 Kaianiu All Pakistan Inslilulc for I-abour 
i iliK ilion aiul Kcstaich Porsonil Commu- 
nic ition 

y Inliiview November 2y I99y fiom the au- 
Ihors ongoing resc.uch piojecl on Working 
Women and Organisalional Slritegics in 
Indi I 

4 I hi only area whi to it tan be dclinilely stated 
dial sui h a pioccss of feimnisation has oc- 
luircd IS in piimary school teaching profes¬ 
sion Women foim 70 80 per cent of the 
tiaehing foiee* and men by and laige avoid 
sue h < niployment Ag iiii given possible cuts 
in ihi soeiil sector including education, 
which h.is hetn pail ot SAP in other coun- 
liiis this area of employment could also 
Ih hit 

s Alter examining evidence on labour markets 
inthe eoiuextol SAP in I2euuntnes Horton, , 
Kanhiii and Ma/uindar point out in re- ' 
sponse to siruetuiai adjustineni labour has 
nioeeil in the diieition opposite lo lhat usu 
allv assiKiaied with eeonomie development ' 
il his shifted hack into agrieulluie out of I 
manulaetunng and out ol the publie sector 
I ilihuugh one inighi aiguu that the latter sec 
tor was too large given (he less of develop- { 
mini re,tihed) Recession plus adjustmeni , 
have also resulted in an increase in , 
inlotnialisation greater use of casual labour ^ 
(leeieascd worker benefits and declines in 
w ige differentials for skill and possibly for ^ 
education These trends are observed even in 
the most successful adjusimeni cases in Asia 
Oev eloping countnes have long resisted be¬ 
ing relegated lo the role of primary producers 
in the mtcrnattonal economic order and it i< 
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unlikely that struLliiul i(ltiislint.ni whK.li re 
lies on d shift of lahoiir into ,it.ML(iituii. is 
going to bi. susuiiri thii. loi long IHurtun 
Kanbur Md/iiriidii I<I9I| 

6 final dotlrfiKion (I C<iilsi(.nti on liidi 
(Iniuns Hiiiiiin anil I>liiui.iiIk Kighls in 
South Asi I M IK his IWI ( oloiitlio Joint 
Stdtenuni idi pliii b) si ikii k ids is liom 
Miillin ilioii il I onipiiiii s in South Asii 
Mar h l‘l')s Niw IHlIii in Smi/Ji Asm 
Builtiw VolMI Not I ill IW lot 

7 Thi visit u IS mg iniSLil by lliL I’lkist in Insli 
tulL lilt I ihoiir I dus illon and Klsi iilIi 
K aiaihi thi. ( snlrc loi Wiuksis M iii igs 
ITIC.III New Dsllii Ills Oiiisi lidsiili ii t 
Tiads I niiins (I NVi ind the liisliluls ol So 
sial SliidiLs Ills 11 igUL 
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Textiles: A Study in Intervention 

Tirthankar Rojr 

Indian TcxtUe Sector: A. Pcdicy Analysis by Sanjiv Misra; Sage Publications, New 
Delhi, 1993; pp 278, Rs 275. 


ROUGHLY between 1956 and 198S, the 
textile indttsby in India was governed by a 
closely regulatory regime. The state inter¬ 
vened on mainly two fronts; competition 
among mills, powerlooms and handlooms; 
and consumer preference between cotton 
and non-cotton fibres. Competition was reg¬ 
ulated by restriction on the mills and excise 
duties. Hbre-cboice was directed by tariffs 
and taxes on non-cotton. Hiis framework 
began to be dismantled from 1985 on 
realisation diat interventions had been part¬ 
ly frastrated and partly damaging. Restric¬ 
tion on the mills was meant to protect 
handloom weavers, and thus several million 
jobs, but it resulted in a clandestine expan¬ 
sion of small-scale powerlooms. The de¬ 
mand for non-cotton grew despite high tax¬ 
es. And'in the course of the thiM decades, 
India, the premier textile manufacturer in 
the developing world in 1940, accumulated 
sickness in the cotton mills, and steadily 
retreated in the world market. 

In official and scholarly writings on tex¬ 
tile policy, elements of this experience have 
been discussed, specially the problems of 
sickness, demand and fibre-choice and 
sectoral market-shares. But comprehensive 
reviews, that describe the entire range of 
policies and assess their effects, have been 
rare. The book by Sanjiv Mtsra addresses 
that need. As a survey it is quite thorough, 
and vrill serve well the specialist as well as 
the lay reader. Further, the chapter on policy 
options is worth serious consideration from 
anyone interested in reforms. 

The main weakness of the book, however, 
is that it defines its concerns essentially by 
the existing scholarly discourse, and insuf¬ 
ficiently by changes in the industry itself. 
Being a rather derived study, wherever data 
are absent and opinions imfxessionistic, the 
book absorbs the limitations of the litera¬ 
ture. It is also unhelpful in understanding 
the textile scenario that is evolving now, out 
of a partial wihdrawal of the government 
and expanded markets at home and abroad 

A brief summary of the ground covered is 
in order. Per capita cloth consumption in 
India in metres stagnated from the late- 
1970s, but there was subsdtutimi of cotton 
by synthetics. The book stresses the durabil¬ 
ity of non-cotton among the factors diat can 
explain the substitution as well as the stag¬ 
nation in cotton cloth consumption. Fibre- 
choice IS related to the issue of sectoral 
competition, for the three sectors specialised 


by film. In general, powerlooms specialise 
in synthetics and iriedium-fine counts of 
cotton;'the mills in blended cloth and coarse- 
medium counts; and the handlooms belong 
at two ends, very coarse and finer counts. 
They are, however, dominant in fibres like 
the natural silks, which the book does not 
consider. Is the observed specialisation an 
outcome of comparative advantages? The 
usual answer to this question rests on rela¬ 
tive labour and yam costs; the nulls pay 
better wages, but save on cotton yarn which 
they make. The book, however, argues that 
it is unequal excise duties that makes the 
crucial difference between mills and 
powerlooms. 

Capacity-restriction, fiscal discrimination 
and fibre-preferences abetted sickness and 
idle capacity in the mills, which persisted 
because exit is costly. Interestingly, despite 
these problems, India remtuned a relatively 
low-cost producer of textiles in the world 
market; she lost out in exports probably due 
to misaligned exchange rates, and quality- 
differences. In an informative chapter, die 
book describes the impact of policy on fibre 
supply and fibre-choice: the distortions im¬ 


plied by an effective ban on cotton exports, 
by state dominance in the cotton mark^ and 
the growth of a relatively inefficient domes¬ 
tic manufactunng industry in man-mades 
under high tariffs. Incidentally, an impor¬ 
tant component of the industry, the pure 
spinning mills, receives rather scarce men¬ 
tion. The chapter on policy is largely antic¬ 
ipated by the description that precedes it. A 
deregulation process is already under way; 
still, many areas of reform need to be 
addressed, on which the chapter can be 
insightful. 

But deregulation also underscores the fact 
that the industry will in future be subject m 
a dynamics in which the government pla^ 
amarginal role. It is important to understand 
this dynamics to avoid a too state-ccninc 
interpretation of developments and because 
policy-opuons will have to be sensiuve to 
these endogenous changes. This issue, sur- 
pnsingly, docs not concern the book at all. 
We are told of myriad distortions but not of 
the sources of growth in the late-1980s or its 
implications. 

Two examples will illustrate this point. 
First, obsolescence and slow pace of 
modernisation in the mills have been ad¬ 
dressed in academic wndngs of the early- 
1980s. But the rate of modernisation has 
increased quite remarkably, though uneven¬ 
ly, across segments in recent years And as 
always, the mills include a score or so diat 
are among the best-equipped in the world. 
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Perhaps there is more to investment deci¬ 
sions and strategies than restrictive or 
liberei regimes. Secondly, the role of 
handiooms in the new regime needs an 
explicit statement. 

On handloom weaving, the book has little 
to offer beyond impressions and sterile de¬ 
bates. This is not entirely the author’s fault, 
but of the literature he surveys, though 
greater care was needed in stating the issues. 
Since the ]9S0s, benefit-cost comparisons 
between types of lomn (in fact, there are 
more studies in this class than the author 
cites) have yielded the scarcely earth-shak¬ 
ing result that for comparable cloth, 
handiooms can be profitable only at unreal¬ 
istically high interest rates or low wages. In 
the face of such ’severe productivity hand¬ 
icaps’, the ‘unexpectedly slow decline’ of 
handiooms is attributed by the author to 
state munificence and product-differentia¬ 
tion between sectors. Now, which is the 
primary reason for continuance, policies or 
specialisation? This is the crucial issue, for 
it shows precisely on what ground policies 
can be evaluated and how they could be 
refotmed. If it is the former, it is sensible to 
acknowledge that very high fiscal and effi¬ 
ciency costs may be involved in protecting 
handiooms. But if it is specialisation, then 
apart from the fact that the benefit-cost 
comparisons stop making sense, the appm- 
priate critique of policies becomes an open 
question. We can no longer believe that the 
state has no business with the handiooms 
other than humanitarian, but what sHould 
the involvement be? 

i The real contradiction, in my view, is that 
handiooms have been consistently seen as 
generation of employment rather than as a 
I repository of specific skills. This is odd 
I since the weavers do have an advantage in 
I certain techniques of pattern-making. And 
I this is ahistorical since it is preci.sely these 
I skills that made India the origin of some of 
• the most spectacular cloth the world has 
t ever seen. As a result of the emphasis on 
i number of people employed, quality and 
^ innovation have been de-emphasi.scd, and 
. handloom survival has been achieved at the 


j sost of a certain de-skilling or at the cost of 
,(an erosion in their comparative advantage. 
^ Fhe government has managed to save a lot 
.<}f handiooms by making them intrinsically 
')1ependenl on its aid. 

A sensible policy must shi ft from protect- 
■i ng employment per re, toward salability, at 
J|iome or abroad. There is no reason why 
ixport-optimism, or any other goal, must be 
nconsistcnt with preservation and utilisation 
h 4 artisan techniques. Nor is there any a 
Diriori reason to believe that a policy detcr- 
nnined to achieve the latter will be unduly 
S ostly. On the contrary, it is a plain truth that 
^le image of Indian cloth, of having centu- 
K les-long practice at blending aesthetics with 
h veiyday-use, will survivejust as long as the 



weavers do. To sustain the historical reputa- of the literature on textile policy analysis, 
tion of Indian artisan wares makes plain But events and issues in textiles may well be 
business sense. overtaking this literature. It is, thmfore, a 

To return to the book, it will indeed prove pity that the author let himself be guided too 
useful as a sort of reference, and as a survey closely by the latter. 

Dransition from Stabilisation to Growth 

Hiranya Mukhopadhyay 

Economic Stabilisation and Debt in Developing Countries by Richard N Cooper; 
The MIT Press, Cambridge, Massachusetts, 1992. 


THE book under review is an expanded 
version of two lectures given by Richard N 
Cooper in Stockholm in September 1988. 
One lecture was addressed to a lay audi¬ 
ence. the other to a group of economists. 
7'herefore many analytical and mind-bog¬ 
gling issues concerning stabilisation and 
debt problems are discussed in this book 
in a language that could be understood by 
everyone. 

The first and third chapters of the book 
draw heavily on results from a study con¬ 
ducted by the World Bank to examine how 
developing countries coped with the first 
and second oil shocks and the debt crisis 
(partially attributed to the sharp downturn 
in the world economy during 1979-81). 
Furthermore, the author oifers .some les¬ 
sons for successful stabilisation in chapter 
three which are based on the experience 
of 18 developing countries (including 
India). Chapter two presents the analytics 
of the standard disabsorption approach, 
popularly known as the ‘expenditure re¬ 
ducing’ policies. However, the orthodox 
cure is necessary but not sufficient for 
stabilising a major inflation which may be 
due to inflation inertia [see for example, 
Bruno 1993 and Dombusch 1993]. The 
combined stabilisation and adjustment pol¬ 
icies in Mexico in December 1982 cor¬ 
rected external disequilibrium to some 
extent but failed to contain inflation (it 
may be noted, Mexico is included in the 
sample of 18 developing countries). The 
author pays little attention to this issue in 
chapter two. Finally chapters four and five 
deal with the origins of the debt problem 
and suggest how this problem is likely to 
be resolved. Since it is not possible to 
go into details of the various aspects cov¬ 
ered, I shall touch only on some selected 
aspects. 

The discussion in chapter three mainly 
revolves around five important findings; 

(i) no correlation between the sl^e of the 
external shocks and economic performance 
during the 19K().s, (li) statistically insig¬ 
nificant correlation between inflation and 
growth during the 1980s. (iii) countries 
with sharp disabsorption between 1978 
and 1983 performed poorly, (iv) a stable 
real exchange rate is found to be essential 


for better performance, am} (v) budget 
discipline not budget deficits as such is an 
important indicator of performance. 

I^t us discuss some of these findings in 
detail. The author cites two examples to 
support his first finding. Korea and Sri 
Lanka had large negative shocks but per¬ 
formed relatively better during 1980s while 
Nigeria and Mexico failed despite positive 
shocks. These examples indeed suggest a 
negative correlation between shocks and 
growth because a large negative shock might 
induce the country to undertake adjustment 
programmes. Corbo and Rojas (1992) 
report that structural adjustment pro¬ 
grammes helped many intensive adjustment 
lending countries (o perform better than the 
nun-adjustment lending countries during 
the late 80s. 

The crucial issue of trade-off between 
inflation and growth is another important 
a.spect. The author’s finding that inflation 
cannot explain the disparity in growth per¬ 
formance may be attnbuted to the weakness 
of cross-section analysis. Many countries 
for one reason or another might have en¬ 
countered one of the four allemative pos¬ 
sibilities in the growth-inflation frontier 
during the KOs. These possibilities are as 
follows; 

(1) High inflation and high growth due to 
monetary expansion to ride out the storm 
(Bra/.il during the early 1980s). Howev¬ 
er, this cannot succeed in the long run 
due to distortions caused by high infla¬ 
tion [Bruno 1993], 

(2) Low inflation and tow growth due to the 
adoption of expenditure reducing poli¬ 
cies. It IS widely believed that revival of 
growth after stabilisation is delayed in 
many countnes because the authorities 
are unwilling to attempt expansionary 
policies for fear of inflation. Breaking 
this impasse was the main ta.sk faced by 
the Salinas administration in Mexico in 
December 1988 (Lustig 1993). 

(3) i.ow inflation and high growth caused 
by succ-cssful micro reforms (Korcadur- 
ing the 80.s). 

(4) High inflation and low growth, iyhich 
may be the result of debt crisis and 
failed stabilisation programmes 

< (Argentina during 1980-1990). 
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Therefiire, insigniflcant correlation be¬ 
tween inflation growth across coun¬ 
tries at a particular point of time does not 
necessariljy imply the absence of relation¬ 
ship in a particular country of the sample 
over time. The causal link between inna¬ 
tion and growth is essentially a dynamic 
process, cross-section analysis may not 
reveal the true scenario. 

This brings us to the most debated issue in 
literature, namely, the transition* from 
stabilisation to growth. This issue is closely 
related to the third finding mentioned above. 
Hyperinflation may be cured with the help 
of massive disabsorption but is there any 
guarantee that growth will revive soon? The 
answer is no. Another interesting finding of 
the book might shed some tight in this 
direction. Growth over the 1980s is found to 
be significantly (negatively) related to the 
annual variation in growth rates. Therefore, 
the author rightly conjectures that stable 
growth seems to be conducive to higher 
growth. This result, in my opinion, can be 
explained in the following way. Slow recov¬ 
ery in the growth rate in many countries may 
be attributed to slow recovery in pnvate 
investment. Two important determinants of 
private investment are (i) stable output 
growth, and (ii) uncertainty factors in in¬ 
vestment decisions. Investors are often re¬ 
luctant to make fixed investment when they 
are uncertain about the future or they be¬ 
lieve that the programme is not credible. 
Perhaps stable growth also boosts thepred- 
ibility of the stabilisation programme and 
reduces future uncertainties. Nevertheless, 
the relevance of credibility should take the 
centre place in any discussion which seeks 
to analyse the transition from stabilisation 
to growth. Lack of credibility is held respon¬ 
sible for the failure of stabilisation 
programmes (especially exchange rate based 
stabilisation programmes) in Mexico. 
Argentina, Chile and Israel [Kiguel and 
Liviatan 1992]. 

Finally, Cooper suggests some solutions 
to the debt crisis. Some of them are highly 
innovative and practical. For example, the 
suggestion that the IMF can sell off a portion 
of its gold holdings to help poor countries 
with new low-interest loans or to subsidise 
interest rates on other advances to poor 
countries is very realistic. 

On the whole, this book is very useful 
and an example of a well-written docu¬ 
ment. The book ought to be ipad by the 
students and all those who have something 
to do with adjustment policy formulation. 
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BOTH as a field of research and an area of 
activity, development communication has a 
dynamic cote b^ause it integrates two fun¬ 
damentally important issues in human civili¬ 
sation—devek^ment and communicatiem— 
and their problems and prospects. There 
seems to be no end to the ongoing debate on 
the notionofdevelopmentand the process of 
communication. AsC AO Van Nieuwenhuijc 
puts it in Development Begins at Home; 
Problems and Prositects of the Sociology of 
Development, development is like mother- 
htxxl—everybody is in favour; but alter 
years of wear and tear the notion is, for all 
practical purposes, variable. A major reason 
for this is that development, first and fore¬ 
most, is concerned with the people—their 
emancipation and empowerment. On the 
other hand, communication as a process that 
disseminates data, information and knowl¬ 
edge has an indispen.sid>le role in promoting 
development in whatever form. The prob¬ 
lem, however, is that the essential linkage 
between development and communication 
has not always been used to serve the inter¬ 
ests of the people. ‘Top-down communica¬ 
tion’ approach, based as it is overwhelming¬ 
ly on the west-centric ideas, concepts and 
practice, often results in perpetuation of 
underdevelopment or stunted development 
with people, in both the cases, being forced 
to act as ‘passive and apathetic’ clientele. 

There is still the other side of the com. 
While it has long been realised by research¬ 
ers and practitioners of development com¬ 
munication that the dominant development 
paradigm to which various development 
and communication strategics and approach¬ 
es are tied would never bring transformation 
in the lives of the marginalised millions in 
the third world, the alternative strategies 
and approaches are yet to prove their trans¬ 
formational potential. With its root in neo¬ 
classical economic foundation, the domi¬ 
nant development paradigm propagates a 
trickle-down approach which, as we know, 
makes popular initiative and participation 
almost non-existent. But why is it that de¬ 
spite an impressive output of alternative 
literature in development the plight of the 


mies’ in Vittorio Corbo et al (tdiXAdSiUib 
meat Lending Revisited; Policies to Re¬ 
store Growth, World Bank, Washington, 
DC. 

Lustig, N and J Ros (1993); ‘Mexico’ in Lancc 
Taylor (cds). The Rocky Road to Reform: 
Adjustment, Income Distribution and 
Growth in the Developing World. The MIT 
Picss, Cambridge. Massachusetts. 


third world continues? No wonder then that 
the scholars of development communica¬ 
tion need to conduct introspection in order 
to devise more effective ways and means to 
promote equitable, participatory and indig¬ 
enous communication for development of 
the same kind. The book under review re- 
tlects a collective endeavour to confront the 
problems and provide solutions. 

In ‘Perspectives and Paradigms'—Part I 
of the book—Everett M Rogers in his con¬ 
tribution ‘Perspectives on Development 
Communication' provides a historical over¬ 
view of the dominant paradigm—its origin 
and nature—and the fundamental elements 
of what he calls ‘alternative pathways to 
development’. Rogers, however, does not 
provide any in-depth analy.sis of the 'alter¬ 
native pathways’. Rogers mentions that the 
icalisation which dawned in the 70$ in sev¬ 
eral third world countries that the dominant 
paradigm had failed to deliver the goods 
offered much .scope to the advocates of 
alternative development. True, but the need 
of the hour is to explain why arc the same 
statc.s absolutely convinced today that the 
road to development lies through the west. 
Nair and White, however, can take credit for 
briefing us on the growing demands of 
alternative communication theory formula¬ 
tion as part of development strategy in the 
90s. Their elaboration of the transactional 
model of development communication at¬ 
tempts to facilitate a paradigm shift by 
incorporating the concepts of community 
participation, socio-cultural change, deci¬ 
sion-making, enablipg (or enablement), grass 
riKits participation and empowerment. 

Some papers in this section contain a 
passionate plea for reorienting develop¬ 
ment and communication approaches in 
the context of non-western (and specifi-, 
cally Indian) societies. Indira Rothermund, 
for instance, argues in favour of imparting 
Indianncss (read Gandhianness) to the dis¬ 
course of development communication. 
In her paper, Rothermund shows how 
Gandhi became an effective communica¬ 
tor by using "reformulated religious and 
cultural idioms that were an integral part 


Commimicatioii and Development 

Dipankar Sinha 

Perspectives on Development Communication edited by K Sadanandan Nair and 
Shirley A White; Sage Publications, New Delhi, 1993; pp 256, Rs 250. 
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of the IndUn tradition for mass communi¬ 
cation” (p 81). Rothermund's essay is 
brief but very interesting. Most of the 
works on Gandhi have him as ‘the greatest 
mass leader' as their point of departure. 
With certain exceptions like Judith Brown, 
Ybginder Singh, John Fiske, and 
Rothermund herself in her other writings, 
few would venture to analyse Gandhi as a 
communicator. Rothermund illuminates 
us on how the Gandhian way of ‘message 
design' based on traditional idioms, folk 
culture,'symbols and indigenous terms led 
to the Gandhian model of development. 
The model, in fact, incorporates many of 
the fundamental concepts of alternative 
paradigm—popular initiative, popular par¬ 
ticipation, indigenous knowledge, cultur¬ 
al identity and dignity of human values. 

In Part II which deals with 'Issues, Ap¬ 
proaches, and Strategies', the focus is on the 
context-specific discussion on develop¬ 
ment communication. Yadava's paper maps 
the media scene in India to assert that “the 
mass mediacan hardly bean effective source 
of information for those who are living 
below the poverty line" (p 112). Blaming 
consumerism and escapism as values dom¬ 
inating the Indian mass media, Yadava la¬ 
ments that the opportunity to widen the base 
of informed and skilled people for participa¬ 
tory and balanced development is being 
missed by us. Focusing on rural India, 
S Seetharama traces the failure to commu¬ 
nicate with rural masses in abundance of 
information flow, varying quality of infor¬ 
mation, lack of current information, unreli¬ 
able information-dissemination agencies and 
lack of co-ordination and communication 
among information source-agencies. Con¬ 
ceiving media bureaucracy as an important 
segmentof development infrastructure, Uma 
Narula develops a conceptual model of de¬ 
velopment communication as part of the 
need to conceptualise a perspective for a 
future media bureaucracy. This. Narula ar¬ 
gues, has to be integrated with development 
of an orientation of a future development 
: bureaucracy to a specific development ap- 
tproach in order to uplift the quality of life fur 
Ithe masses. 

f A large share of the introspective studies 
'on development communication pertains to 
. exploration of more appropriate and effec¬ 
tive message-design and media dis- 
,<aemination. 'Message. Media and New 
ITechnology'—Part III of the book—has the 
mwn focus on the need to examine the 
^gins of message-making and to explore 

E interface of traditional and modern 
dia. D P Pattanayak extends his observa- 
is on television as a rural communication 
hwdium to c6!nclude that the failure of mod- 
technology to reduce ‘information-dep- 
Hvation' of the message-hungry masses ul- 
nntately leads to some significant ques¬ 
tions: who designs messages? who has ac¬ 


cess? who participates? who controls and 
who communicates? how can cultural and 
linguistic diversity be accommodated and 
protected despite use of modem technolo¬ 
gy? D K Sujan seems to have provided an 
answer to Pattanayak’s last question in 
visualising a judicious integration of tradi¬ 
tional folk media—puppetry, 'lila', 
'harikatha', folk songs, 'nautankis' and 
'gatha'—and modem media to communi¬ 
cate development messages by 'utilising' 
language and cultural tradition. For V K 
Dubey and S K Bhanja the need is to 
demystify media use at the small communi¬ 
ty level for motivating people to identify 
their problems and find solutions realisti¬ 
cally. Contractor, Singhal and Rogers, in 
their very informative paper, mention vari¬ 
ous perspective on technology-society in¬ 
terface to discuss how certain contingency 
factors—organisation, communication hard¬ 
ware, infrastmctural development, audience 
research, to mention some—mediate the 
impact of satellite television in rural devel¬ 
opment in India. The paper assumes greater 
significance in view of the contemporary 
debate mt the role and impact of satellite 
television in India. 

The collection of papers in the book wid¬ 
ens, to a significant extent, our perspective 
on the theory and practice of development 
communication. The papers reflect the sin¬ 
cerity of the contributors who, learning 
from their experience, advocate new ideas 
and approaches. However, a major limita¬ 
tion of the book is that it docs not provide 


adequate attention to evaluation of existing 
political arrangements. Understanding of 
development and development communi¬ 
cation definitely needs a thorough discus¬ 
sion on technical and technological issues 
but it should not be overemphasised, b 
there any ground to assume that technolog¬ 
ical advancement necessarily leads to dif¬ 
fusion of power? Examples abound in to-' 
day's world which show that advancement 
in modem technology leads to more and 
more control, both physical and mental, and 
less towards social and economic transfor¬ 
mation. In empha-sising the essential role 
of communication as an instrument of build¬ 
ing a durable and integrative national bond, 
attitudinal and motivational infrastructure 
and the milieu of change and progress, the 
advocates of development communication, 
in this book as well, ignore the intemadon- 
al/transnational dimensions of communi¬ 
cation. While a number of contributors in 
the book refer to the internal dimensions of 
the power-equations, their treatmentof them 
remains either tangential or incomplete. 
The task of constructing an alternative par¬ 
adigm of development is primarily political 
because it needs an 'offensive' against the 
statist approach of the power-brokers. If 
the advocates of equitable and participa¬ 
tory development feel shy of such con¬ 
frontation, the paradigmatic surrender 
would continue. And obviously, there 
would be no change in the state of affairs 
created by those who control the affairs of 
the state. 
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Utilisatioii of Health Services in India 

BrUesh C Purohit 
Tadeem A Siddiqui 

The pattern of utthsatton m our country had some desirable outcomes, namely, growing popularity of indigenous 
non-pUopaUiic systems and growth in private sector's involvement in expensive tertiary care As against the National 
Health Policy guidelines the regional dispanties in health service utilisation among different expenditure groups of 
states as well as rural-urban disparities tend to continue Further in spite of inadequacy of health services and 
prevalence of inequality in utilisation, there has been no serious governmental initiative to encourage appropriate 
utilisation by means of devising health insurance and other cost recovery mechanisms 


I 

Introduction 

THE earliest attempt at emphasising ad¬ 
equate utilisation of health services was 
m^ in the report of Shore Committee 
(1946) The committee prescribed norms 
pertaining to staff, availability of per cap¬ 
ita beds, and other norms pertinent for 
dispensaries and hospitals having differ¬ 
ent bed sizes Different committees over 
the years also pointed out the factors that 
affected utilisation of health services 
Those included among the former were 
lack of co-ordination of hospital services, 
close proximity of out-patient department 
with the hospital proper, skewed distnbu- 
tion of trained personnel in favour of 
urban areas, and wastage of ume of highly 
trained medical professionals in routine 
dunes that could be done by lesser quali¬ 
fied personnel [Bhore Committee 1946, 
Snvastava Committee 197S] In recent 
years the document on National Health 
Policy (1983) published in the wake of 
Alma Ata declaranon, chalked out 17 spe¬ 
cific goals to be achieved The policy also 
suggested a number of guidelines for re 
forming and improving efficiency of ex- 
isnng health services in the country Some 
of the guidelines are pertinent for the 
unlisanon of health services The rele¬ 
vance of these guidelines emerge promi 
nently, however, through their emphasis 
on such aspects as (a) dispersal of net¬ 
work of comprehensive primary health 
care services, (b) decentralisation of ser¬ 
vices through well worked-out referral^ 
system, (c) appropnate locatidh of cura¬ 
tive centres in terms of topography, densi¬ 
ty of population, distances and transport 
connections, (d) attainment of maximum 
utilisation of health facilities by means of 
avoiding duplication of faciliues, and (e) 
devising different mechanisms in regard 
to repair, maintenance and proper upkeep 
of all bio-medical equipment The policy 
thrust on these aspects aims at highlight¬ 
ing the significant role that the appropriate 
/ 


and adequate utilisation of health services 
and facilities could play in achieving 
the policy objectives The emphasis in 
policy, however, assumes concentration 
of curative facilities and consequent low¬ 
er utilisation in certain areas as well as an 
existence of inadequacy of them in some 
other areas 

Attempts at exploring utilisation aspect 
of health services in India have been largely 
limited to micro level studies While there 
have looked into various aspects, namely, 
distance of facility from patients, type ot 
care, availability of facility, cost of treat¬ 
ment, quality of care, awareness about 
existing facilities, as well as other socio¬ 
economic aspects of patients in a particu¬ 
lar regional set up, owing to the micro 
nature of such studies it is not possible to 
get an overall picture at either state, re 
gional or national level [Yesudian 1980, 
1988, Khan and Prasad 1988, Duggal and 
Amin 1988, Purohit et al 1992] In this 


regard recently two macro level surveys 
have provided a good informauon base 
pertaining to vanous aspects of health 
services in the country [NSSO 1992, 
NCAER 1992] A detailed analysis of this 
newly-available data base could help us to 
explore the present status in health service 
utilisation 

The present study aims at analysing the 
available information bases to have closer 
look at utilisation aspect of health services 
in our country and derive their relevance 
for existing national health policy The 
degree of utilisation is established in this 
study in terms of relative levels of health 
facility utilisation across the states 

The study is divided into nine sections 
The next section looks at the all-India sce¬ 
nario This IS followed by companson of 
Indian states by classifying them in terms of 
low, medium and high expenditure groups. 
Section IV deals with a comparative profile 
ot public and pnvate facilities across the 


Table 1(a) Pprcentage DisnuaimoN op TitEATMENTs over System of 
MfcDinNh(NSSO 1986 87) 


Allopathic Homeopathic 

Ayurvedic 
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Combination 
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Not as In patients 
95 91 

1 78 

1 53 

0 27 

007 

044 

Rural 

%')1 

209 

1 03 

0 27 

0 05 

0 25 

Urban 

Hospitalised Cases 
98 30 

010 

051 

0 22 

0 II 

0 36 

Rural 

98 52 

0 25 

0 42 

0 28 

0 10 

043 

Urban 


Table 1(b) Percent age Distributtun of Treatments over Sourlf of Treatment 
(NSSO 1986 87) 


Public Pnmaiy 
Hospital Health 
Centre 

Public Private 
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Home Institution 
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Doctor 
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■? 
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17 67 4 94 

2 59 

15 12 

0 75 
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2260 
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175 
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1 15 
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Hospitalised Cases 
5040 4 34 
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4 86 

171 



170 

Rural 
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0 75 

- 

29 55 

704 

191 
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'f fmban states. The reasons for untreated 
I spells, education and ca.<ite factors have 
i txen,discussed in Section V. Insurance sla- 
1 tus and cost of treatment comprise Section 
1 VI. The next section contains the estimates 
' of states and households expenditure on 
health care. Inequality in utili.sation forms 
the focus in 5iection VIII. The conclusions 
comprise the final section. 

n 

Ali'India Scenario 

As pointed out earlier, two major sources 
which providing the macro picture arc the 
National Sample Survey Organisation 

* (NSSO) and National Council of Applied 
' Economic Research (NCAIiR). An exhaus- 

< tive survey conducted by the former be- 

< tweenJuly I986andJune 1987(NSSO,43rd 

> Round) provides information about various 
' aspects of health .service utilisation in India. 

> Coverage of NSSO sample extends over 
8,346villages in rural areas and 4,S68 blocks 

; in urban areas [Sarvekshcuut 19921. Tlic 
' latter’s surveys conducted between May 
*' 1990 and July 1990 also covered similar 
’ aspects over the entire geographical area of 
' the country. The sample encompassed 1,061 
^ villages and 1,873 blocks in rural and urban 
i areas respectively [NCAER 1992). Though 
I its sample coverage in compan.son to NSSO 
^ survey is much less in terms of the number 
' of villages and blocks, it provides a repre- 
) sentative picture available for the later year, 
f that is, 1990. 

I The NSSO survey distinguished iis re- 
i* spondents between hospitalised cases and 
I ’not as an in-patient’ category. The survey 
t revealed adominant preference for allopathic 
i system both in rural and urban areas. Around 
' 96 per cent of treatment (not as an in- 

* patient) undertaken was allopathic in rural 
f as well as urban areas. Among hospitali.sed 
T cases, the corresponding percentages re- 
f mained around 98 per cent in both the areas. 

* Indian systems of medicine were found to 
rt have been utilised at a very low level. Thus, 
c )unongnon-hospitalised cases, homeopathic 
^^stem (around 2 per cent) generally le- 
f hiained the next important system. The same 
5*s true, however, with respect to ayurvedic 

lystem (around 0.50 per cent) pertaining to 
i wspitalised cases (Table 1 (a)). 

’* Viewed in terms of types of hospitals, 
laximum numberof in-paiicnt respondents 
\ere observed to avail public hospital fa- 
’^ilities. The former in rural and urban areas 
mained around 55 and 59 per cent rcspcc- 
ively. In this regard, private hospitals as 
th care providers appear next in impor- 
ice with their 32 per cent and 29 per cent 
total hospitalised ca.scs respectively from 
'jral and urban areas. The situation with 
^gard to treatment by source in non- 
pitalised ca.scs reveals higher utilisation 
services of private doctois. It remained 


around S3 per cent and S2 per cent in rural 
and urban areas. This is followed by treat¬ 
ment at public and pnvate hospitals in both 
areas (Table Ifa)). 

It is pertinent to note that nearly 54 per 
cent respondents in rural areas and 57 per 
cent respondents in urban areas avai led OPD 
care without any payment. Respondents who 
paid for services availed health care more in 
the private sector. As such, nearly 34 per 
cent of respondents in rural areas and 32 per 
cent of respondents in urban areas paid for 
health care in the private sector (Table 1(b)). 
Even in hospitalised cases, nearly 29 and 32 
per cent of respondents in rural and urban 
areas respectively availed health services 
without payment. However, the ward wise 
break-up shows that utilisation ol free wards 
was more (61 per cent) among rural respon¬ 
dents (Table 1(c)). Further, among the sick 
respondents who could not be treated a 
larger percentage {18.46 per cent) in rural 
areas cited the cause (for no treatment) as 
either non-availability of medical facilities, 
financial reasons or a lung waiting period 
('fable I (d)). The corresponding percentage 
of respondents with either of these reasons 
remained around 11 per cent in urban areas 
(Table I (d)). Considering (he average amount 
ill payment made to a hospital, it is generally 
observed that health facilities in rural areas 
were cheaper. In fact, respondents availing 
health care in government hospitals in rural 
areas paid less (R$ 320) than dieir counter¬ 
parts in urban areas (Rs 385). However, care 
in private hospitals remained more expen¬ 


sive tlHUi government hospitals both in rural 
and urban areas although private hospitals 
in rural areas were less expensive than their 
urban counterparts. In comparison to pay¬ 
ment in government hospit^s the rural re¬ 
spondents paid two and half times more in 
private hospitals. In contrast, respondents in 
urban areas paid correspondingly almost 
four times more in private hospitals 
(Table 1(e)). Further, taking into consider¬ 
ation factors like average duration of sick¬ 
ness treated and average number of days 
stayed in the hospital, a comparison of cor¬ 
responding total expenditures depict the 
rural areas as generally cheaper than their 
urban counterparts (Table 1(f) and 1(g)). 

Some of the trends in utilisation of health 
care .seem to have undergone change be- 

Tablf I{c); Avlkaui. Payment Made ro 
Hospitai, by Tviti (m Hospital—Rural and 
Urban Slctors (NSSO, 1990) 

Guvernnient Private All 


120.34 733 38 597 06 Rural 

385 02 1206 01 933 33 Urban 


Table 1(f) Average Stay in Hoseitai and 
Average Total ExPENorrURE, eor Treatment per 
Person Hospiiai isfd, Rural and Urban 

Average Nuinbci Average Total 
of Days Stayed Expenditure 
in the Hu.<ipital (K.s) for Hospital 
Treatment 


1.5.5 853 23 Rural 

15 2 1182.95 Urban 


Table 1(c): Percentage Distribution of Treatments over PAVv-EN'r Caiegory,' (NSSO, 1986-87) 


No Payment 

Under 


Repunmg Payment to 



Employers Government 

Medici Welfare 

Scheme 

Private 

Air 


Not as an In-paltenI: 
49 14 

42 26 

521 

13.74 

12.42 

12.65 

3.3 23 

31 .35 

45.65 

44.00 

Rural 

Urban 

No Payment 

Under Employers 
Medical Welfare 
Scheme 


Reporting Payment 
to In.stitulion 



HospitalLsed Cases: 
23 16 

19 61 

6 18 

12.95 


70 66 

67 44 


Rural 

Urban 

Flee 

Paying General 


Paying Special 



Hospilalised Cases 

60 71 

55 22 

32.46 

31.79 


6.83 

12.99 


Rural 

Urban 


Table 1 (d): Percentage Distribuhon of Untreated Spells of Sickness over Reason for 
Taking No Treatment (NSSO, 1986-87) 


No Medical 

Lack of 

Long 

Financial 

Ailment 

Other 


Facility 

Faiih in 
the System 
of Medicine 

Waiting 

Reasons 

Not 

Considered 

.Serious 

Reasons 


2 86 

1 93 

0 33 

15 27 

74.61 

5.00 

Rural 

0 1.3 

1 81 

1.05 

9.57 

81.13 

6.31 

Urban 
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twe^ 1986 and 1990. As a resttit, some of 
the above observations get partialiy modi¬ 
fied the light of the later survey [NCAER 
I990]j One notable feature, for instance, 
reveal^ through the NCAER survey is a 
slightly increased preference for the home- 
(^athy system Treatment through the latter 
per illness episode (unlike the NSSO sur¬ 
vey) has gone up to around 13 and 11 per 
cent in rural and urban areas respectively 
(Table 2(a)) Likewise an increase in prefer¬ 
ence for ayurvedic system is also noticeable 
from the later survey The growing popular¬ 
ity in these two systems has thus brought 
down the use of allopathic system to around 
73 and 80 per cent in rural and urban areas 
respectively (Table 2(a)) 

Further, over the years there has been 
noticeable increase in use ot facilities at 
pnvate hospitals as well as medical shops 
The percentage of those availing facilities at 
public hospitals has fallen with commensu¬ 
rate increase in the percentage use of pnvate 
hospitals per illness episode up to 43 and 44 
per cent in rural and urban areas respective 
ly (Table 2(b)) Similarly the use ol mcdi 
cal shops as a souice ol treatment has been 
tAserv^ at higher levels and remains as 
around 11 and 14 per cent in rural and uihan 
areas respectively Keeping paitly in line 
with this trend, there has been an increase 
though proportionately lesser in magnitude 
in availing treatment ironi pnvate doctors 
The latter has nsen by 2 and 3 per cent 
respectively in rural and urban areas 
(Table 2(b)) 

Another interesting aspect comparable 
between the two survey periods relates to 
average cost of treatment per illness epi 
sode The latter as depicted by NCAFR 
survey is very low and remained around 
one fourth ot comparable tiguic fiom NSSO 
survey Thus, NCAER’s corresponding fig 
ures for rural and urban areas are around 
Rs 152 and Rs 143 respectively These 
figures, in fact, depict very low rural urban 
differential and in this regard remain in 
sharp contiast with the earlier survey 

m 

State Level Differentials 
in Utilisation 

The all-India averages asdiscussed above 
tend not to reflect variations across states 
Thus in order to look into state level ditier 
enuals we presumed that the state level 
expenditure on health care will he a promi 
nent factorm determining the availability of 
these tacihtics The level ol utilisation in 
turn, IS likely to differ significantly across 
states depending upon the availability ot 
facihties and services Bearing this fact in 
mind we classified Indian states according 
to theirper capita state expenditure on health 
The latest available estimates namely, for 
the year 1990-91, in this regard suggest ah 


Tabce )(g) Avexack Durahon op TiueATco Skknbss amo Averaob Total BxnNDmm 

Pu TrEATIiSNT BY SoURCfc OF TrEATMsNT RuBAL AND UkBAN 


Average N umb er (Day s) of Sicluiess_ _Average Tot al Expe n diture (Rs) 

Govemmem Pnvate Government Pnvaie 


132 

122 

II4 7S 

84 93 

Runl 

133 

n S 

103 39 

91 30 

Uibn 


1 ABi F 2(a) Sysn m of Mldk al Treatmfnt and AvsaACfc ExpcNDtruae 
Pfr (UNESS Episode (NCAER 1990) 


Allopathic 

Homeopathic Ayurvedic 

Rituals 

Self 

Medication 

Total 


Row per cent 

75 36 12 91 

8 08 

1 18 

2 47 

too 

Rural 

Average (Rs) 167 04 125 03 

91 10 

165 94 

18 98 

151 81 


Row per cent 

80 3S 10 88 

3 88 

021 

4 68 

100 

Urban 

Average (Rs) 150 87 |36 26 

104 16 

118 09 

48 22 

142 60 


Tabu 2(b) Avfracf Cost op Treai-mtst Her In npss Fpisodp by Typp of Medical 




Triatmcni (NCAER 1990) 



GovtmmenI 

Pnvate 

Para medical 

Religious 

Self 

Total 


Doctor 

Doctor 


Persons 

Medication 



168 99 

146 70 

127 15 

165 94 

18 98 

151 81 

Rural 

126 32 

164 44 

51 30 

118 09 

48 22 

142 60 

Urban 


Tabi r 2{() Sol RcE op Mfdk ai Carp and Avprai i Cost or Trfatwnt 
PpH Epivior (NC AER 1990) 



Govern 

FSl 

Pnsale 

PHC 

Chan 

Medical 

Others 

Total 



meni 

Hospital 

Hospital 


rable 

Shops 





Hospital 




Dispensaiy 





Row 










pci cent 
Average 

28 03 

1 69 

43 43 

8 1^ 

0 96 

10 82 

6 89 

10000 

Rural 

(Rs) 

187 32 

161 II 

154 31 

119 38 

81 82 

130 43 

71 13 

151 81 


Row 










per cent 
Average 

31 16 

2 10 

43 95 

5 80 

0 88 

13 59 

2 52 

100 00 

Urban 

(Rs) 

123 79 

94 88 

175 21 

120 82 

204 99 

97 99 

115 17 

142 60 



1 ABLE 3 AvPRAGI DiSl RIBUnON OF HoSf ITAIISED C AStS BY TVPE Of HoSFITAl AND TVPt Op WaRD FOR 
Rural Orban Sa tor DirFERENr Staif C/roups 


Catcgory/Statc Group 

Prec 

Ward 

_Rural 

Paying Paying 
General Special 
Ward Ward 

All 

free 

Ward 

Urban_ 
Paying Paying 
General Special 
Ward Ward 

Aft 

1 ow Expenditure Group 








Public hospital 

98 00 

7 11 

2 89 

100 00 

87 34 

9 23 

3 43 

100 00 

Pnvate hospital 

12 44 

73 02 

14 54 

100 00 

II 36 

61 76 

26 88 

100 00 

Pninary health centre 

90 74 

7 15 

2 11 

100 00 

64 34 

16 98 

18 68 

10000 

Chantable instiluUun 

43 23 

46 59 

10 18 

100 00 

29 36 

60 30 

10 34 

10000 

Nursing home 

6 46 

65 45 

28 09 

100 00 

7 95 

49 88 

42 17 

10000 

Others 

34 56 

51 60 

13 84 

100 00 

50 75 

36 16 

309 

10000 

Alt 

60 48 

31 44 

8 08 

100 00 

61 44 

26 32 

12 24 

100 00 

Medium Expenditure Group. 








Public hospital 

96 67 

266 

0 67 

100 00 

87 24 

8 36 

4 40 

10000 

Pnvate hospital 

21 98 

22 93 

55 09 

100 00 

5 75 

69 72 

24 53 

10000 

Pnmary health centn; 

76 65 

26 35 


100 00 

41 01 

39 09 

1990 

too 00 

Chani^le institution 

47 14 

36 96 

15 90 

100 00 

53 92 

4608 

- 

10000 

Nursing home 

11 76 

7071 

17 53 

100 00 

4 98 

77 40 

1/62 

10000 

Others 

57 01 

42 99 


100 00 

51 46 

48 54 

- 

10000 

All 

73 72 

12 78 

13 50 

100 00 

52 41 

35 31 

12 28 

10000 

High Expenditure Group 








Public hospital 

95 61 

4 17 

0 22 

100 00 

92 68 

4 26 

306 

10000 

Pnvate hospital 

58 21 

34 19 

7 60 

100 00 

22 70 

52 03 

25 27 

100 00 

Pnmary health centre 10000 



100 (K) 

82 61 

17 39 


10000 

Chantable institution 100 00 



100 00 


- 

- 

-- 

Nursing home 

54 80 

45 20 


10000 



- 

- 

Others 

43 71 

56 29 


10000 




- 

All 

91 25 

7 80 

0 95 

100 00 

85 81 

9 15 

504 

10000 
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all-India average per capiCa expenditure on 
health as Rs 116.52 [Reddy 1992]. We, 
therefore, adopted this expen^ture estimate 
as our basis for classifying states into three 
groups. 

All those states with a per capita health 
expenditure less than all-India average (i e, 
Rs 116.52) were considered among low 
expenditure group. The states with a per 
capita health expenditure equal to or more 
than the all-India average but less than 
Rs 20Q.per capita were considered to be in 
the medium expenditure group. The high 
expenditure states, each with health expen¬ 
diture more than Rs 200 per capita, com¬ 
prised the third group. Following diis clas¬ 
sification, there were as many as 12 states in 
low expenditure category. This included 
Andhra Pradesh, Assam, Bihar, Gujarat, 
Karnataka, Madhya Pradesh, Maharashtra. 
Orissa, Punjab, Rajasthan, Uttar Prade.sh 
and West Bengal. The other groups, namely, 
medium expenditure states and high expen¬ 
diture states comprised of respectively three 
and two states. Haryana, Kerala and Tamil 
Nadu fell in the medium expenditure cat¬ 
egory and Himachal Pradesh and Jammu 
and Kashmir remained among the high ex¬ 
penditure group. 

OPD AND iN-PATItW UnUSAIION 

The information available across three 
groups of states, namely, low, medium and 
high expenditure groups suggests that-per- 
cenuige of population which utilised any of 
the health facilities at OPD remained the 
highest (92.23 per cent) in rural areas for the 
high expenditure group of states. In case of 
urban areas, the medium expenditure group 
of states was observed to be having the 
highest OPD percentages (89.82 per cent). 

I In a similar way, the medium expenditure 
group of states, both in rural and urban 
, areas, depicted'the highest number of 
hospitalis^ cases. 

I An interestingobseivation emerging from 
(the information across three groups of states 
:i$ that the highest percentage of OPD 
jutiiisation were observed utilising the .ser- 
jvices of private doctors. This holds true for 
.rural as well as urban areas. For instance, as 
jjnany as 47 per cent of respondents in rural 
areas among the low expenditure states 
jailed services of private doctors, which is 
(jiigher than the comparable rates in either 
fnedium expenditure (46 per cent) or high 
Expenditure states (42 per cent).' Public 
jbospitals, in this regard, occupy second 
^lace. A glance at the OPD rates suggests 
^jhat in rural areas these rates in public 
^lospitals are considerably higher fur high 
i^penditure states, ^n fact, percentage OPD 
jailing public hospitals in rural areas is 
ynuch higher in the latter (34 per cent) than 
Mie low expenditure group of states (19 per 
ixnt). A similar situation also prevailed in 


regard to the urban areas. Further, with 
exception of high expenditure states, OPD 
attendance in public hospitals remained 
higher in urban areas than their niral coun¬ 
terparts. 

The third prominent place in terms of 
OPD utilisation is occupied by private hos¬ 
pitals. The highest rates (around 19 percent) 
both in rural as well as urban areas, in this 
regard, are observed among the medium 
expenditure states. Hie percentage of OPD 
coverage through all other sources includ¬ 
ing primary health centres (PHCs), public 
dispensaries, nursing homes, charitable in¬ 
stitutions, ESI doctors, and others remained 
in rural areas between 11 per cent (for 
medium expenditure states) and 20 percent 
(for low expenditure states). Likewise, OPD 
coverage through all these above mentioned 


sources in urban areas, thou^ much lower 
than their rural counterparts, remained be¬ 
tween 8 per cent (low expenditure group) 
and 14 per cent (high expenditure group). 

A comparative view of die states pertain¬ 
ing to hospitalised cases distinguished by 
type of hospitals suggests some noteworthy 
patterns of utilisation. It is, for instance, 
observed that the highest utilisation of pub¬ 
lic hospitals is made in the slates belrmging 
to high expenditure group. In rural and 
urban areas, rates for these stales remained 
as 81.38 per cent and 87.36 per cent respec¬ 
tively. Further, with the exception of me¬ 
dium expenditure states, utilisation of pub¬ 
lic hospitals in terms of in-patients percent¬ 
age was higher generally in urban areas. 

Corresponding inversely to the state 
gdvemmeni's low average per capita ex- 


Table 4: OPD ACROSS Typw of pAatmES Used 
(Rauos of Public and Private Facilities) 


Rural 





Urban 


Itein/State Free Partly On Not 

Free Payment Taken 

All 

Free 

Partly 

Free 

On Not AU 

Payment Taken 

All India Level: 

Medicines 10 21 I;0.3S 1:9.73 

1:2.15 

1:5.23 

1:0.28 

1:0.37 

1:9.66 

1:2.60 1:2.90 

X-Ray/ECG 1.0.20 1:0.37 l•3.76 

1:2.96 

1:2.91 

1.0.28 

1:092 

1:4.43 

1:2.76 1:2.7 

Any other D test 1:0.21 1:0.56 1.671 

1:3 01 

1:2.91 

1 0.30 

1:1.30 

1:7.36 

1:2.75 1:2.67 

Any other 

tfcatmeni 1 0 20 1:0.60 1.6.7 

13 

1:2.84 

1:0 28 

l.l 32 

1:7.34 

1:2.70 1:2.70 

Surgical 

treatment 1:0.51 1:2.4 1:4.3 

1:2.92 

1:2.92 

10.40 

1.3.01 1:22.42 

1:2.7 1:2 70 

Medicine-States Groupwise: 
low expen¬ 
diture slates 10.32 1:0 50 1:7.20 

1:2 62 

1:3 08 

1 071 

10 24 

1:7.36 

1:3.17 1:3.48 

Medium expen- 

diturestatcs 1.0.16 1:0.53 1.17 80 

1:1.99 

1:2 14 

1:0.14 

1.0 81 

1:12.53 

t:3.5I 1:2.10 

High expen¬ 
diture siate.s 1:0.12 1:011 11.7 

1:0..55 

1.0.73 

1:0.49 

1:0.22 

1:2.75 

1:0.27 1:1.03 

X-Ray/ECG-States Groupwise' 

Low expen¬ 
diture stales 10 37 1.0.31 1.3 36 

1.2 98 

1:2.94 

1:0.83 

1:0.35 

1-7.23 

1:3.39 1:3.37 

Medium expen¬ 
diture .stales 1.0.20 - 1:4 63 

1:2.10 

1:2.07 

1:0.14 

1:2.91 

1:4.14 

1:2.04 1:1.97 

High expen- 

diiure stales 1:0.13 1:0 1:1.92 

1:0.67 

1:0.66 

- 

1:0.77 

1:1 05 

1:1.13 1.1.08 

Any Other Diagnostic Facilities-States Groupwise; 
Low expen¬ 
diture .slates 1:0 34 1:0 35 1.5.63 1:3 

1 3 

1.0.97 

1:0.75 

1:9.63 

1:3.40 1:3 40 

Medium expen¬ 
diture stales 10 16 1:2.59 112.73 

1.2 It 

1:2 1 

1:0.18 

t:i:5l 

1:7.11 

1:2.10 1:1.97 

High expen¬ 
diture states 10 18 - 1.0 89 

1.0.69 

1:0.66 

1:0.10 

1:0.52 

t:4.70 

1:1.12 1:1.10 

Any Other Treaiment-.Siates Groupwise; 
Low expen¬ 
diture slates 1.0 34 1:0..35 1:5.67 

1:3 

1:3 

1:0 72 

1:1.22 1:10.11 

1;3.76 1:3.35 

Medium expen¬ 
diture stales 10 14 1:104 I'g.lO 

1.2 12 

1:2.12 

1:0 54 

1.0.82 

1:7.34 

1:2.12 1:1.94 

High expen¬ 
diture states 1.0 18 - 1 '0 89 

1:0.69 

1.0 07 

1:0.07 

1:0.52 

1:1.04 

1:1.78 1:1.08 

Surgical Operation-States Groupwise: 

Low expen¬ 
diture states l.l 10 1.2.42 1:2.70 

1:2 97 

13 

1:0 17 

1:0.26 1:21.22 

1:3 40 1:3.38 

Medium expen¬ 
diture states I'O 0:1 0.1 

1:2.1 

1:2.10 

1:0.14 

1:2.90 

0:1 

1:1.99 1:1.92 

High expen¬ 
diture slates 1.0 - 1:0.38 

1:0.67 

1:0.67 

- 

- 

- 

1:1.11 1:1.11 
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penditure levels, the pnvate rural hospitals 
were used more by respondents (27 10 per 
cent) among the low expenditure group of 
states. In urban areas a similar correspon¬ 
dence IS not clearly observed, even though 
the highest expenditure group of states de¬ 
picts the lowest use of pnsatc hospitals' in¬ 
patient facilities (9 32 per tent) 

Further, the utilisation of PHCs (both in 
rural and urban areas) is observed to be the 
highest among the high expenditure group 
of states In contrast charitable institutions 
played a relatively more piominent role 
among low expenditure states The in 
patients who availed of such institutions 
in these states in rural and urban areas 
were estimated as 1 98 and 2 10 per tent 
respectively The same is true in urban 
areas in regard to nursing homes The 
percentage of in patients among the low 
expenditure states in urban areas thus re¬ 
mained as 6 90 per tent In a manner akin 
to private hospitals even the use oi musing 
homes and oihei types ol hospitals with 
in patient facilities IS observed moie prom¬ 
inent in the group ot states with low gov 
cmmental expenditures 
Disaggregation in terms of Inc \s paid 
wards suggests that in patient services wcie 
being utilised free ol payment compara 
lively more among the high expenditure 
group ol states (Table 3) As m.iny as 91 2*) 
per cent and 85 81 per tent ot respondents, 
in rural and urban areas respectively, availed 
ol health care in free wards in this group ot 
states The lowest percentage in rural areas 
(60 48 per cent) were observed correspond 
mg to the low expenditure states In urban 
areas, however the lowest number of re 
spondents (52 41 per cent) hailed Itom the 
medium expenditure states, who availed in¬ 
patient care m free wards 
Further disaggregation in terms ot pub¬ 
lic, private, and other types ot hospitals, 
reveals that more in patients at public 
hospitals, rural as well urban, had availed 
of free ward tacilities In this regard, thcie 
IS observed a correspondence with gov 
emmenl expenditure levels Thus, urban 
respondents in high expenditure states 
(92 68 per tent) exceeded the comparable 
percentage in other groups of states Sum 
lar correspondence between high govern 
ment expenditure levels and higher 
utilisation ot free wards, even in private 
hospitals, PHCs, charitable ipstitutions 
and nursing homes is also observed (Table 
3) Except the rural public hospitals, this 
pattern holds true both for rural and uiban 
areas Pertaining to free wards, with few 
exceptions, generally larger percentage ol 
rural and urban respondents in lower ex¬ 
penditure stales, availed of paying general 
wards in these categories of health institu¬ 
tions (Table 3) With regard to paying 
special wards, however, no such pattern is 
discernible (Table 3) 


IV 

Government vs Private Facilities 

It IS perunent toobserve the pattern emerg 
ing through a break-up of OPD as well as in 
patients across live types of facilities, 
namely, medicines. X-Ray/ECG/EhG, ‘any 


other diagnostic treatment', surgical treat¬ 
ment and ‘any other treatment’ (Tables 4 
and 5) With medicines being an excepbon, 
all-India ratios of government to pnvate 
facilities in rural areas through all payment 
categories remained around 1 3 The corre¬ 
sponding ratios in urban areas were simi- 


Tabi 1 5 In Patifmv ai ross 1 vwj. cm- Fac iciiies Usbu 
(Ratios ot Public and Pnvate Facitiiies) 





Rural 





Urbim _ 



Item/Stale 

Free 

Partly 

On 

Not 

All 

Free 

Partly 

On 

Not" 

AH 



Free 

Paymenl Taken 



Free 

Payment Taken 


All India Level 











Medicines 

1 009 

1 0 08 

1 2 78 

1 0 90 

1 0 72 

I 0 12 

1 0 10 

1 2 80 

1 0 95 

1071 

X Ray/ECG 
Any other 

1 0 05 

10 n 

120 

1 0 75 

1 0 70 

1 0 10 

toil 

I 2 45 

1 067 

1 067 

treatment 

I 006 

1 0 30 

1 36 

1 060 

107 

1 0 09 

1 025 

1 3 28 

1 060 

1 066 

Any other D test 
Surgical 

1 006 

I 0 32 

1 36 

1 060 

1 0 67 

1 0 09 

10 30 

1 3 32 

1 060 

1066 

trealiiicnt 

1 0 15 

1 0 50 

1 3 9 

1 0 64 

1 0 68 

1 0 14 

1 0 23 

1 3 78 

1 061 

1 066 

Meduine Slates (iioupwise 









I ow expen 
diturc slate 
Medium expen 

1 0 10 

1 o; 

1 2 12 

1 1 

1 0 69 

1 0 14 

1 0 14 

1 2 84 

1 U 

1 0 83 

dituie state 

1 0 09 

1 0 14 

1 15 44 

1 0 86 

1 1 20 

1 0 08 

1 0 40 

I 58 

1 0 80 1 0 86 

High expen 











diture slate 

1 006 

1 0 02 

1 0 27 

1 0 01 

1 0 08 

1 neg 

1 neg 

1 neg 

1 neg 

1 neg 

X Ray/hCG/bEC 

1 Stales Gtoupwise 








Low expen 











diture state 

1 0 12 

1 0 17 

1 1 70 

1 0 (> t 

1 0 65 

1 0 14 

1 0 25 

1 2 93 

1 0 79 

1 0 82 

Medium expen 
diture stale 
High cxp4'n 

1 OOS 

1 0 34 

1 56 

1 1 14 

1 1 It) 

1 0 08 

1 0 

1 3 45 

1 0 75 

1 0 76 

diture slate 

1 0 02 

1 0 34 

1 () 40 

1 0 It) 

1 0 08 

1 0 

1 neg 

1 neg 

1 0 

1 neg 

Any Other rreatment Stales Oroupuivc 








Low expen 
diture state 
Mtdium expen 

1 0 06 

10 34 

1 2 70 

1 060 

1 0 65 

1 0 13 

1 0 34 

1 4 

1 065 

1080 

dilure stale 
High expen 

1 0 07 

1 1 5 

1 15 67 

1 0 88 

1 1 06 

1 0 08 

1 0 

1 54 

1 0 75 

1 0 77 

diture state 

1 0 02 

1 0 

1 0 67 

Kill 

1 0 07 

1 () 

1 0 

00 

I 017 

1 0 08 

Surgical Operation Stales Groupwisc 





t 



1 ow expen 
diture stale 
Medium expen 

1 0 15 

I 040 

1 3 34 

1 0 60 

1 0 63 

1 0 17 

1 0 50 

I 4 17 

1 073 

1 081 

diture slate 
High expen 

1 0 20 

0 1 25 

1 12 26 

1 1 lU 

1 1 06 

1 0 12 

1 0 50 

165 

1 075 

1 0 74 

diture state 

1 0 05 

1 0 50 

1 1 

1 0 05 

1 0 06 

1 0 



00 12 

1 0 09 

Any Othei [diagnostic Tesis-St.’ics Oroupwise 







1 ow expen 
diture state 
Medium expen 

1 0 06 

1 0 34 

1 2 74 

1 0 60 

1 0 65 

1 0 13 

I 0 34 

1 4 10 

1 066 

1 082 

diture stale 
High expen 

1 0 07 

1 1 5 

1 15 67 

1 0 87 

1 1 06 

1 0 08 

1 0 

1 5 25 

1 073 

1 0 75 

diture state 

1 001 

1 0 

I 1 

10 11 

1 0 08 

1 0 


- 

1 0 17 

1 008 


Tabu 6 Per< fniaiiC Distribi iion oi HovrirAi iscu Casiv ovlr PavmentCati-oories K)R 
Rural ano Urban Su kir 


Rural 

_ Pavnieni Categoiy 

Slate Groups No Employ Repon 

Payment ers mg 

Medical Payment 
Welfare to Insii 
Scheme tuiion 

Low expendiluie gnHip 23 3S 6 17 70 48 

Medium expendituir 

group 24 98 3 27 71 75 

High expcndituic 

group 32 75 8 33 58 92 


_ (/Vr Cent) 

Uihan 

Payment Cat^ory 

All No Employ Report All 
Pa) ment ei s mg 

Medual Payment 
Welfare to Insii 
Scheme luiion 


100 00 

19 58 

13 83 

66 59 

10000 

10000 

21 03 

8 30 

70 67 

100 00 

100 00 

26 82 

12 76 

60 42 

10000 


1075 
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larly observed around I 2 7 The compa¬ 
rable ratios for in-patient care both in rural 
and urban areas were estimated to be in 
vicinity of 1 0 7 The pattern is thus sugges¬ 
tive of overall wider spread ot private sector 
in providing OPD care 

However, ratio of government to pnvate 
services does not remain invariant across 
states In fact, variations in these ratios 
denote more involvement of government 
associated with rising levels ot per capita 
state expenditure In rural areas, tor in 
stance, ratio of government to pnvate facili 
ties pertaining to different types of OPD 
facilities were estimated lor low expendi¬ 
ture states as around 1 3 (Table 4) Whereas 
the estimates for other groups of states were 
respectively around I 2 (medium expendi¬ 
ture group) and I 070 high expenditure 
group) (Table 4) 

Analogous estimates for urban areas con 
note decline in health care provision from 
pnvate sector in groups with higher per 
capita state health expenditure (Table 4) 

Higher levels ot government expenditure 
further seems to be issociated with mure of 
free public facilities being utilised both in 
rural and urban areas As a result it is 
consistently observed that lower quantums 
of free private health facilities have been 
ubiiscd among higher expenditure states 
(Table 4) With certain exceptions, like 
other diagnostic facilities and any other 
treatments (both in rural areas) and medi¬ 
cines (in urban areas), this pattern holds true 
for all of above mentioned five categones of 
facilities (Table 4) 

Utilisation of pnvate sector's health ia- 
cilities has been, however, at higher levels 
in categones where payments are being 
• made by patients either partly or fully 
I (Table 4) Pattern ot utilisation in regard to 
, these two categones also suggests that pos- 
I sibly beyond certain level of governmental 
I expenditure, there is diminishing (or crowd 
ling out) of pnvate sector s role This is 
(brought out, in general, as we move trom 
.medium expenditure states and beyond it, 
ithrough declining proportionate shares of 
I pnvate facilities in aforesaid two payment 
‘'^tegones (Table 4) It is also pertinent to 
',note that from low to high expenditure stales 
tthere has been consistent decline in private 
'lector's share in the category ot treatment 
fpwt taken (Table 4) Presumably it reflects 
^tlhal increasing levels of government expen 
Tditure and in turn increased health facilities 
^ welt as increased awareness about them 
led to a decline in avoidance (in use) of 
Ikgeallh facilities 

m Utilisation of private sector's facilities 
h)uu been relatively less in availing in pa 
nent care (Table 5) By and large pattern of 
^lilisation remains almost similar to that in 
^f*PD care (Table 5) Howescr, stronger 
ndency of private sector towards profit 
ning or cost recovery is obvious in in¬ 


patient care As such, proportions of pnvate 
sector in either of above mentioned live 
types of facilities is many times more in ‘on 
payment category' The share in the similar 
facilities trom pnvate sector remained, in 
contrast, negligible under either of free or 
partly free categones (Table 5) 

V 

Untreated Spells of Sickness: 

Education and Caste Factors 

The causes of not getting treatment as 
classified by NSSO arc four fold These 
include (i) no medical facility, (ii) long 
waiting, (ill) financial reasons, (iv) ailment 
not considered serious, (v) lack of faith in 
the system of medicine, and (vi) other rea¬ 
sons We have reclassified the untreated 
spells of sickness into two broad categones 
One of these included the reasons (i) to (in) 
and the other included the remaining three 
The former was called as ‘non availability 
and iinancial reasons' and the latter was 
termed as ‘other reasons’ 

Percentage distribution ol population 
which could not avail of health care in spite 
of being sick depicts an appreciable differ¬ 
ential across education levels and caste 


groups It IS, tor instance, interesting to note 
that within the same state or same sector or 
across sectors, level of avcarencss about 
health facilities presumably ass(x.iated with 
the level ot education tended to influence 
perception of respondents about availability 
(or otherwise) of the health facilities 
In general, the distnbution of respondents 
across education levels depic ted in that range 
within rural sector of untreated spells (of 
sickness) due to non-availability of facili¬ 
ties or financial reasons was much higher 
for illiterates relative to their counterparts in 
other educational levels Thus, the lowest to 
highest percentage (of untreated spells) for 
illiterate class across all-India aggregate m 
rural areas due to the above-mentioned 
reasons was between 10 and 18 per cent 
Fhc comparable percentage tor respon 
dents with diilercnt education levels, 
namely, ‘below primary’, ‘below second 
ary’, ‘secondary and above’ remained re¬ 
spectively I S 24 per cent. 9-17 4 pci 
cent and 1 2 per cent 
Likewise in the urban sector, the all 
India range of untreated spells due to 
reasons of non availability across above 
mentioned categones of education levels 
were observed to be respectively 4 9 per 


Tabll 7 Avlragi- Durahon of rRCATU> Skkniss and Ayfraoi Poial Exffniiitiirf (Rs) I’ir 
Trlai'mentby Sourcf of Triats&ni ior Riirai and Urban Sn tors 


_ Rural Urban 

State/Slate Groups Average Duration Average Total Average Duration Average Total 
(Days) r xpendit ure (flays) Expenditure 



Govern 

men! 

Pnvate 

Govern 

mem 

Private 

Govern 

incnt 

Private 

Govern 

nient 

PrivalL 

Low expenditure 

12 74 

Hi 95 

119 42 

100 SI 

~I2S4 

II 44 

104 60 

99 79 

Medium expenditure 

13 47 

II 77 

35 46 

70 22 

13 40 

II 47 

50 68 

69 IK 

High expenditure 

15 6 

14 95 

142 38 

101 76 

14 6 

126 

117 04 

108 S2 

Ail India average 

132 

122 

114 75 

84 93 

13 3 

II 5 

103 39 

91 30 


Tables AvrRAOF Numbirui Das-. Stasfdiniiu Hospiiai andAvfraoi luiAcExFiNDiniRF(K s) 
IOR Hospital Tri atmint Pir Ptrson Hospiiai isi d ior Riirai and Urban Sk iors 




Rural 

Urban 

Slate Groups Avciage Number Average 7 otal 

Average Number Average Total 


of Days Stayed 

Expenditure (Rsi 

of Days Stayed 

I xpendilure (Rs) 


in the Hospiiai 

Tor Huspil.il 

in the Hospital 

tor Hospital 



I reatiiR nt 


I reatmeni 

Low expenditure 





group 

Medium expendilu c 

15 97 

891 Ofi 

14 27 

115743 

group 

High expenditure 

1353 

828 II 

12 17 

1158 38 

group 

18 20 

800 28 

14 20 

834 99 

Tsiiii 9(a)AviPAr,i Pavmim (Rs) Madi ioHcpiiiai 

BVlviLCN Hosihai Riirai and 


Urban Sictors (Hosihai isi o C asis) 


C alueory 


Rural 

Urban 


(loverninenl 

Private All 

(lovernmenl 

Pnvate All 

Low cxpendilure group 
Medium txpendiiure 

232 88 

778 60 543 97 

336 22 

113 3 67 8(8)92 

group 

338 91 

722 06 632 74 

350 98 

849 88 682 65 

High expendilurt group 

513 37 

856 44 599 07 

366 09 

1082 83 413 81 

All India avtrage 

320 34 

733 38 597 06 

385 02 

1206 01 933 33 
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cent, dround I per cent, I -11 per cent and 
10-22 per cent Observing that declining 
range is usually associated with higher 
levels of education, high range m the last 
category (namely, secondary and above) 
in urban areas possibly denotes more of 
lack of facilities Rather than lack of aware 
ness about them it may also mean specific 
health needs emerging on account of bet 
ter awareness 

At individual state level influence of 
educational status comes out more promi 
nently acrosi the three groups In fact the 
pattern of untreated spells owing to non 
availability across individual states sug 
gests that beyond per capita health expendi¬ 
ture status, higher education levels tend to 
be uniformly assiKiatcd with rcducul range 
of respondents having received no treat 
mentductonon availability Similar obscr 
vation holds true fur rural as well as urban 
areas These observations indeed corrobo 
rate our earlier findings emerging from non 
paramclnc analysis of published is well as 
primary data' 

In an analogous manner to i ducation sta 
tils significant diffcicntials across sched 
uled castes (SC)/ scheduled tribes (SI) ver 
sus other castes are also ohscived Both in 
rural and urban areas unseated spells ow 
ing to non availability factor remained very 
low in the categories of SC/S I responde nts 
I he all India range tor the latter in rural 
aicas lor instance prevailed between 3 6 
per cent (SC category) and I 3 per cent (ST 
category) in contrast to general categories 
which was around 37 per cent 

Corresponding urban differentials (ow 
mg to caste) in unticated spells (due to 
non as ailability) could also be considered 
as high observing the relative ranges tclat 
ing to SC ST and other castes which 
remained respectively as 0 31 4 pci cent, 
OOOS 0 72 per cent and S3 62 per cent 
Lven state level variations across three 
expenditure groups depict uniformity in 


pattern of influence emerging from caste 
factor ’ 

VI 

Insurance Status and 
Cost of Treatment 

Paymentwisc status of respondents also 
depicts that higher per capita government 
expenditure favoured more free in patient 
facilities In fact, as many as 33 per cent of 
rural and 27 per cent of urban respondents in 
high expenditure group of states aval led free 
health care Conversely, lowest percentage 
of free utilisation of health facilities in 
either rural (23 3S per cent) or urban areas 
(9 58 per cent) was observed for low expen 
diturc slates Further, the pattern connotes 
that free utilisation was relatively more in 
rural areas rclalive to their counterparts 
(Table 6) 

The coverage under employer’s welfare 
scheme remained low in rural areas it \<ir 
led between 3 27 per cent (medium expen 
diture group) and 8 33 percent (high expen 
dilurc group) In urban areas, similar cover 
age remained higher and ranged between 
8 30 per cent (medium expenditure group) 
and 13 83 per ccnt(luw expenditure states) 
Inclusive of both the non payment calego 
nes namely, ‘no payment’ and ‘employ 
ers’ medical welfare scheme’ thus ap 
proximateiy 40 per cent of respondents in 
cither of urban or rural areas in high ex 
penditure states utilised free health care 
In low and medium expenditure states 
such free utilisation however ranged 
around 30 per cent 

It emerges ihcrclorc, that nearly 60 70 
per cent respondents availed health care at 
their own cost This would imply (hat large 
amounts have been spent by household sec 
tor and the same in relation to governmental 
health care expenditure would provide bet 
ter picture with regard to total per capiu 
expenditure and households’ spending pro 


pensity tuwaids health care Pnor to sudh 
estimation it is perunent to look into some 
relevant aspects like average duration of 
stay average expenditure per illness and per 
person hospitalised payments made to hos¬ 
pital and the like 

In rural as well as urban areas, average 
duration of Heated sickness in pnvate sector 
IS less than that of the average duration in 
government sector (Table 7) With excep¬ 
tion of medium expenditure group, |»ob- 
ahly shorter duration is one of the factors 
which underlies lower treatment expendi¬ 
ture in pnvate sector (Table 7) Simulta¬ 
neously longer duration of treated sickness 
in public hospitals could be considered in¬ 
dicative of over use of government facili¬ 
ties In this regard, however, there does not 
emerge any systematic pattern across the 
state groups (Table 7) 

In terms of average duration of stay it is 
observed that rural respondents had longer 
stay in hospital (Table 8} This may be due 
to nature or quality of the treatment in rural 
areas On the contrary urban respondents 
following hospitalisation paid more than 
their rural counterparts (Table 8) In gen¬ 
eral duration of stay vanes between 13-18 
days (in rural areas) and 12 14 days (m 
urban areas) Corresponding to it. 
hospitalisation expenditure ranged between 
Rs 800 891 (rural areas) and Rs 834 1158 
(urban ari'as) Any pattern denoting sys¬ 
tematic variation as ross the three expen¬ 
diture groups was found non-existent 
(Tabic 8) 

There prevailed however, discernible 
systematic pattern across state groups, in 
regard to amount <it payment made to gov¬ 
ernment hospitals (Table 9(a)) These pay¬ 
ments had a range of Rs 233-513 (rui^ 
areas) and Rs 336-66 (urban areas) and 
seemed to be rising as one moves from low 
to high expenditure states (Table 9) Com¬ 
parable range in payments to pnvate hospi¬ 
tals cou Id be observed as Rs 722-856and Rs 


Tabu 9(b) Lsiimatvs uh SrAO. OovruNMiNT ani> Hoi sfaiioi o bxru^omjRh in India (Ai i India and Si aiv Okoi t I9K6 87 and I990) 





1986 87' 




1990' 




Difference (1986 90) 


Slate Croups 

Per 

Per 

Per 

Govern 

HHE/ 


Prr 

Per 

Govern 

HHE/ 

Per 

Pu 

Per 

Govern 

HHE/ 


Capita 

( apitd 

1 C apila 

men! 

PCI 

Capita 

Capita 

Capua 

ment 

PCI 

( apiia 

C apila 

Capita 

ment 

PCI 


Stale 

House 

Total 

House 

(Per 

State 

House 

Tola) 

House 

(Per 

Stale 

House 

Total 

House 

(Per 


(jovern 

hold 

Expen 

hold 

Cini) 

Govern 

hold 

Expen 

hold 

Cent) 

fiovcm 

hold 

Expen 

bold 

Cent) 


ment 

Ex pin 

diture 

Expen 


ment 

Expen 

diture 

Expen 


mcni 

Pxpin 

diturc 

Expen 



Fxptn 

diturc 


dilure 


Expen 

diture 


diture 


( xpen 

diliin. 


diture 



diturc 



(Per 


diture 



(Per 


diturc 



(Per 






( ent) 





Cent) 





Cent) 


Low expen 

56 35 

91 67 

148 o'!: 

61 47 

3 27 

87 14 

154 76 

24t 9 

5611 

3 21 

54 64 

68 82 

63 42 (-)5 16 (-)004 

dilure group (38 07) 

(61 9t) 




(36 02) 

(61 97) 









Med expen 

61 48 

80 23 

141 71 

76 63 

2 59 

132 62 

135 54 

268 16 

97 85 

102 

II57I 

68 93 

189 21 

21 22 

041 

diture group (43 38) 

(56 61) 




(49 45) 

(50 54) 









High expen 

109 67 

122 00 

291 67 1 

139 07 

4 08 

276 40 

116 62 

39102 

237 01 

1 12 

62 90 

< )440 

14 75 

97 94 ( 

)296 

diture group <SK 17) 

<41 82) 




(70 33) 

(29 67) 









All India 

62 18 

98 36 

160 S4 

6" 22 

2 95 

116 52 

151 19 

269 71 

76 06 

1 12 

87 39 

5s 74 

68 00 

12 84 

0 17 

average 

(38 73) 

(61 26) 




(43 20) 

(56 79) 










Niiief HHb= Household expenditure (per capita) PCI = Per capita income 
Sourtef I For stale government expenditure Health Information m India (1990) 

2 For state government expenditure Reddy K N (1990) and for household expenditure NC AER (1990) 
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85&-II34 <Tabie 9). It had no movement, 
however, in line with state expenditure 
groups (Table 9) 


VII 

Cost of Health Care 

An idea about tost ot health care borne by 
government and households is provided in 
Table 9(b)* In 1986-87, the stales and 
households in India had spent together per 
capita an amount of Rs 160 S4 Nearly 19 per 
cent of which came from state govemmenis 
and the rest around 61 per cent came from 
households Groupwisc across states, the 
per capita expenditure was highest in the 
high expenditure group (Table 9(b)) An 
interesting feature to observe is that in low 
and medium expenditure groups, where 
state’s health outlay is lower than high 
expenditure group, households contrib 
uted larger proportion to total per capita 
health expenditure Thus in contrast to 42 
per cent contribution in high expenditure 
group, households among low and me 
dium expenditure groups had contributed 
respectively around 62 and 57 pci cent 
(Table 9(b)) 

In the duration between 1986 and 1990, 
per capita expenditure had risen almost 
by 68 per cent On an average, in 1990, 
per capita health expenditure in India is 
estimated to be Rs 269 71 Ot this, nearly 
43 per cent came Irom state governments 
and around 57 per cent was troin house 
holds Across groups per capita outlay 
remained highest (Rs 191) for high ex pen 
diture states Conversely the lowest 
(Rs 242) was observed tor low expcndi 
ture slates Like the pattern in 1986 it was 
observed again that more household con 
tnbution to per capita outlay came torih in 
states with lower government spending 
(Table 9(a)) 

Between 1986 and 1990, there has been 
general increase in both government and 
household components ot health care ex 
penditure (Table 9(a)) All India average 
and group averages, however, depict that 
relative to households, state's contribution 
hasgoneup(Table9(b)) The relative growth 
i of state component (above the households 
counterpart) at all-India level remained 
, around 13 percent Exceptional case ot low 
, expenditure slates suggests however dc 
I clinc in state’s contribution by around 5 per 
I cent (Table 9(b)) 

. Another pertinent Icaturc further cmerg 
I ing trom above estimates in unchanging 
. proportion of per capita income being spent 
I by households In both years, namely. 1986 
I and 1990, an average Indian household thus 
spent around 3 per cent o( its per capita 
j income (Table 9(a)) Except tor high expen- 
I diture slates, the change in this proportion 
[between 1986 and 1990 has been marginal 
^(Table 9(h)) Presumably this invariant pro¬ 


pensity to spend on health care shows that 
Indian households treat health care as an 
essential commodity 

vni 

Levels of Inequality in Utilisation 
of Health Care 

The discussion in Section V highlights 
that besides government expenditure other 
factors, namely, education and caste status 
ot respondents also have significant beanng 
upon awareness and thereby affect access 
and pattern in utilisation of health care 
facilities ’ However, as mentioned in Sec¬ 
tion VI in most instances, households have 


been contributing more towards per capita 
health expenditure than the government. It 
IS likely, therefore, that the ability to spend 
might have determined utilisation patterns 
ot health care services One way of looking 
into spending ability of households would 
be tocategonse them into different expendi¬ 
ture fractilc groups With the presence of 
felt need lor he^th care, willingness to 
spend matched with ability would deter¬ 
mine access and utilisation in health care in 
favour ot higher expenditure fractile groups 
Existence of inequality caused on this count 
would be denoted by looking into ratio of 
uppermost to lowest expenditure fractiles 
TTic value of this ralioexceedingunfty would 


IaBIF 10(a) PlRlFNTAOL OmRIRl'TIUN Ui StATTS WIIH RaTIO (» UpPI R TO I OWLR FRACTlltS 
Exiltuino Unoi, 1986 87 




Rural 



Urban 


Kitticulars 

IJiS 

MfcS 

HtS 

US 

MES 

HE5 

Ratio of type of hospitals 
(a) Allopathy 

58 14 

11 14 


811 



(b) Homeopathy 

16 67 

1114 


8 11 



(c) Ayurvedic 

16 67 



16 67 



(d) Dnani/Hakiini 

8 11 



8 11 



(c) Any combination 

8 11 



1667 



(f) Others 

8 11 

- 


1667 


- 

(g) All 

Percentage distribution of 

S8 11 

11 14 


8 11 



tieatiiHtnl (mil as 
in patient) for system of 
medicines 
ta) Allopathy 

16 67 



25 

11 14 


(b) Homeopathy 

41 67 


too 

11 11 

1114 

- 

(c) Ayuivedic 

66 67 

11 14 

50 

75 

66 67 

50 

(d) Unani/Hakiini 

16 67 

66 67 

100 

11 14 

13 14 

50 

(e) Any combination 





1114 

- 

(0 Others 

50 

66 67 

VO 

58 14 

11 14 

50 

(g) All 

UPl) by siHiice vi trcatmeni 

16 67 



16 67 


— 

(a) Public hospital 

11 14 



16 67 

11 14 


(b) Piivate hospital 

41 67 

66 67 


58 14 

66 67 

50 

(c) Nursing home 

11 H 

1114 


SO 

6667 


(dl Chanlable institution 

50 

11 14 


50 

- 

50 

(e) PHC 

13 14 

1114 

50 

8114 

n 14 

100 

(1) Public dispensary 

58 14 

11 14 

100 

58 14 

1114 

- 

(g) Private doctor 

41 67 

11 14 


16 66 

3114 

50 

(hi I SI diKioi 

11 14 

66 67 

100 

41 66 

1114 

50 

(I) Othets 

11 11 

11 14 


75 

100 

50 

(|) All 

Percentage distnbution 

25 



16 67 


— 

of treatment (not as 







m patient) by payment 
category and average 
amount of payiiK'nl 
(a) No pavmeni 

11 11 



909 



lb) Under employer s 






% 

welfare scheme 

77 78 

11 34 

50 

60 00 

- 

50 

(c) Reporting payment 







to mstilutions 

1 ) Cjovcinmcnl 

50 

11 14 


20 


50 

It) Pnvale 

n 14 

66 67 

50 

45 50 


50 

III) All 

41 67 

66 67 


25 

3314 

50 

t stimaicd number‘of 







hospitalised persons by sex 







1 ) Male 

81 82 

66 67 

- 

909 

- 

- 

III Female 

6164 

- 

50 00 

18 08 

- 

- 


Note LES MFS and HES denote respectively tow, medium and high expenditure slates 
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denote an existence of inequality and bias in 
favour of higher expenditure group of re¬ 
spondents within any state These results for 
each group of states pertaining to different 
aspects are presented in Table 10 
These ratios reveal notable prevalence of 
inequality among all groups of states in 
reg^ to pattern of utilisation and expendi¬ 
ture on health care facilities The main 
features depicted through analysis of these 
ratios include the following (a) In rural 
areas, as many as 58 and 35 per cent of states 
respeettvely among low and medium ex 
penditure groups depicted highci utilisation 
of allopathy system of hospital by upper 
tractile groups In this regard urban aicas 
however, have lower degree of inequality 
(Table 10(a)) (b) Distribution of OPD by 
system of medicines suggests higher 
utilisation among low expenditure states by 
upper fractilc urban respondents in tour 
systems namely, allopathy ayurvedic, 
unani/hakimi and others The same was true 
in medium expenditure states relating to 
ayurvedic system only Among rural re 
spondents evidence suggests systems like 
homeopathy (among low expenditure states) 
and unani/hakiini (among medium expendi 
lure states) to have been utilised more by 
upper fractiles Generally, upper fractilc 
groups in high expenditure states and par 
Ocularly rural OPD respondents seemed to 
have denved more access m homeopathy 
and unani/hakimi systems (Table lO(fi)) 
(c) Viewed across different sources of treat 
ment (namely, public private, etc) pat 
tern of ulilisatioirfavouiing upper fractile 
groups IS found more dominant in low 
expenditure groups (1 able 10(a) item 3) 
In most of the state groups lural respon 
dents in upper tractile groups seemed to be 
visiting more public hospitals, dispensaries 
private and bSI doctors Uiban upper frac tile 
respondents utilised relatively more of fa 
cilities at private hospitals and nursing 
homes (Table 10(a)) (d) Distnbution of 
rural OPD respondents by payment catego 
nes in both low and medium expenditure 
groups of states depicts that respondents in 
upper tractilcs uttitsed mure facilities in any 
of the payment or non-payment categones 
(Table l()(a), item 4) However, in high 
expenditure states disparity is observed only 
among urban respondents who paid for health 
services in pnvate institutions (c) It is 
diserved that males in rural upper fractiles 
among low and medium expenditure states 
had utilised more of in patient tacililies In 
contrast, females from rural upper tractiles 
ot high expenditure stales and urban upper 
fractiles among low expenditure states had 
availed of more in-paticnt facilities 
(Table KKa), item 5) (f) Ability to pay for 
services had considerable inllucnce in avail¬ 
ing health services both in public and pn 
vate sectors A cursory glance at compara¬ 
tive figures for average payments made to 


government and pnvate insututtons reveals 
that, except niral OPD in medium and high 
expenditure group, upper fracules paid more 
than twice their counterparts (Table KXh), 
Item 1) Further it is observed chat though 
there was marginal difference between stay 
days of upper and lower fractiles m cither ot 
wiirds in government or pnvate hospitals, 
the upper fractiles generally spent around 
twice or more dunng their hospital st.iy 
(Table 10(b), items 2 and 3) 

IX 

Conclusions and Policy Implications 

The utilisation of health services has been 
discussed in this study from vaiious angles 
The degree of utilisation is seen through a 
comparative picture across three stale < at 
egoncs VIZ, low medium and high expen 
diture groups The possible reasons toi dif 
ferent degiecs of utilisation have been also 
discussed The main findings of the study 
and their implications in regard to the 
National Health Policy arc summaiiscd as 
follows 

(i) In accordance with the guidelines ot 
the National Health Policy the planned 
efforts in the country have also led to the 
development and increased utilisation ol 
Indian and other non allopathic systems ul 
medicines This is revealed through, tor 
instance, by increased percentage of respon 
dents utilising these systems The percent 


age utilisation of homeopathy, for instance, 
has gone up by around 10 per cent in rural as 
well as urban areas In a similar way the 
percentage utilisation of ayurvedic system 
has risen by 7 and 2 per cent in rurd and 
urban areas respectively This suggests that 
the thrust in the National Health Policy to 
encourage indigenous systems has indeed 
helped in the development of these systems 

(ii) I he level of govcmmenlal expendi¬ 
ture had direct influence on the availability 
as well as utilisation of vanous health lacili 
tics III the country As such the level of 
utilisation has been higher in states which 
have relatively higher per capita expcndi 
turc on health care On the contrary, the 
stales with lower per capita governmental 
expenditures have depicted lower levels of 
utilisation 

(III) It has been observed that majority ot 
out patients had utilised the services of pn- 
vdic duclois Fhis is followed by utilisation 
ol public and pnvate hospitals The inpa¬ 
tient care however has been availed more 
at the public hospitals The pattern thus 
indicates that the government institutions 
have been utilised more for getting in¬ 
patient care This suggests that unlike the 
policy guidelines the role of lower level 
government institutions, like PHCs, has not 
increased 3 he reasons for this include lack 
of adequate facilities in such institutions 
and the piesence of proportionately high 
numbers of pnvate practitioners working in 


Tabu: I(Kb) Ratioui Acn ai MACwnw-s ior Uiirino Ujwer I-rachles 1986 87 


Particulars 

IFS 

Rural 

MBS 

HBS 

LES 

_ Urbaa_ 
MBS 

MBS 

Average payment (Rs 0 00) 
to source of ueatment (OPD) 

1 ) Govemmoni institutions 

1 10 

5 52 

2 00 

2 55 

1 05 

0 54 

ii) Private institutions 

2 10 

1 00 

0 50 

225 

2 94 


III) All 

1 iO 

1 67 

1 88 

2 10 

2 82 

044 

Average number ot days in 
the hospital and average 
total expenditure 

Government hospital 
(days stayed) 

1 ) Free ward 

1 24 

1 72 

0 44 

0 79 

1 16 

075 

11 ) Paying general ward 

1 32 

000 

1 59 

1 21 

1 17 

000 

III) Paying special ward 

2 18 

000 

0 00 

0 24 

065 

000 

Pnvate hospital (days stayed) 

1 ) Free ward 

1 72 

0 88 

1 80 

I 48 

0 78 

000 

It) Paying genc>ral ward 

1 03 

1 13 

1 56 

1 02 

1 14 

000 

III) Paying special ward 

090 

2 54 

000 

1 12 

080 

1 20 

Average total expenditure (Ks) 
per hospitalised case 
Coveromeni hospital 

I) Free ward 

1 53 

0 85 

0 65 

1 50 

2 49 

1 40 

ti) Paying general ward 

0 83 

0 00 

0 26 

521 

1 76 

000 

III) Paying special ward 

1 59 

0 00 

000 

2 09 

1 04 

000 

Pnvate hospital 

i) Free ward 

1 12 

0 19 

0 00 

1 86 

68 35 

000 

ii) Paying general ward 

1 41 

0 80 

0 89 

296 

091 

12.45 

III) Paying special ward 

I 62 

1 83 

0 00 

0 84 

1 96 

155 


Note LES MLS and HFS denote low medium and high expenditure siaics respectively 
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rural as urban parts of the country Even the 
information available from the latter survey 
of NCAER also suggests that between the 
years 1987*90 there has been no substantial 
change in this pattern of utilisation 

(iv) The distribution of in patients across 
three types of wards namely free general 
and special also suggests that the free wards 
of public health institutions namely public 
hospitals and PHCs, have been utilised muie 
in each of the state groups Unlike this the 
other types of wards, namely, paying gen 
eral as well as paying spetial have been 
utilised mure at the non-govemmcntal insti 
tutions This outcome in terms ot ward 
utilisation has been in line with the policy 
guidelines which suggest that expensive 
tertiary care should be encouraged more in 
pnvate sector 

(v) It IS observed that the utilisation levels 
in OPD as well as in patient services have 
been higher in rural areas relative to their 
urban counterparts The pattern in rural 
areas also bears an inverse cuiicspondcnce 
with the level of government expenditure on 
health in the high expenditure group of 
states, for instance both OPD and in patient 
utilisation has been lower than ihcir coun 
terpartsinolherexpcndituregroups It there¬ 
fore, emerges that mure of the per capita 
expenditure on health in high expenditure 
spates IS going towards cxpens,vc care in 
urban sector 

(vi) The breakup of health facilities in 
terms of five items namely medicines X 
ray/ECC/EEG, any other diagnostic treat 
ment, surgical treatment and any other treat 
ment, depicts wider spread of pnvate sector 
in OPD care and the latter has come forth 
more in rural areas 

It IS also observed that whenever govern 
ment expenditure is higher for instance in 
high expenditure group of states the pnvate 
sector has shown a decline in its pm lata 
contnbutiun to health facilities The analy 
Sis across three expenditute group oi states 
denotes that crowding out ot private health 
sector IS evident with levels of government 
expenditure growing beyond a certain point 

(vii) The analysis ot reasons fur untreated 
spells of sickness suggesis that non avail 
ability and financial reasons remained moic 
prominent in rural areas due to factors like 

, low education and preferential treatment 
I forSaST 

t (vtii) It ts interesting to observe that the 
I households in India have tended to consider 
k the health care as one of the necessary 
I commodity This observation emerges from 
k the fact that in both the years namely, 1986 
I 87 and 1990, the proportion of households 
I income being spent on health has remained 
( almost invanant around T per cent The 
^ states where the govemmcnl expenditure 

i levels have been lower the households have 
tended to spend more This suggests that 
there seems to be some minimum expen 


diture level which has been maintained 
through households invariant spending pro 
pensity This situation, coupled with the fact 
that the coverage of health insurance across 
different groups of stales has remained only 
around T 8 percent, suggests an urgent need 
for initiating appropriate insurance sc hemes 
which has also been highlighted in the health 
policy dcKument 

(IX) It IS generally observed that duration 
and cost of hospital treatment in govern 
ment sector has been higher than the private 
sector hospitals In this regard the latter 
survey ot NCAER indicates that cost of 
hospital treatment in urban areas has gone 
up relative to the rural counterparts Conse 
quently the rural urban disparity in terms of 
treatment cost in pnvate sector has indeed 
widened This may be attnbuted to the capi¬ 
tal intensive nature of specialities in private 
urban hospitals I hough the overall resource 
implic alion of such outcomes are debatable, 
yet It falls in line with the National Health 
Polic> s objective to encourage private 
scctot s participation in expensive type of 
care that m.iy avoid diversion ol govern 
ment lunds from c heaper and essential pri 
mary health care 

To sum up our analysis of macro level 
information suggests that the pattern of 
utilisation in our country had some ot the 
desirable outcomes in terms of (a) growing 
populanty of indigenous non allopathic sys 
terns .ind (b) growth in private sector s 
involvement in expensive tertiary care 
Nonetheless as against the National Health 
Policy guidelines it is distressing to note 
that the regional disparities in health scr 
vice utilisation among different expenditure 
groups ot states as well as rural urban dis 
panties tend to continue Further in spite of 
inadcquicy ol health services and preva 
lence oi inequality in utilisation there has 
been no serious governmental initiative to 
cncour.igc appropriate utilisation by means 
of devising health insurance and other cost 
recovery mechanisms There lies therefore, 
an urgent need to look carefully into some of 
the sc aspects such that the policy guidelines 
could be ically implemented in a satisfac¬ 
tory minncr 


Notes 

|Authe>rs are grateful to Ford Inundation for 
linanciallysuppottingthissiudyaillHMR Jaipur) 

1 In urban areas however almost similar alien 
dance rales relating io pnvate doctors (S2 per 
lenl) IS noticeable both for low expenditure as 
well as high expendituie states 

2 See for instance Purohil and Siddiqui (1991) 

1 The influence of caste factor in avaifing health 

care using pnmary data is also highlighted in 
other studies Soc for instance Purohit el al 
(1992) and Purohit and Siddiqui (1991) 

4 For in earlier cslimatc of health e'nendilure 
in Ihc year 19X4 XS see for instance Giridhar 
eial (1987) 


S Fuither So long os poverty remains ihe issue 
of equity in health care ts kept alive ’ (see for 
instance Mueller 1986 p 111) 
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Industrial Disputes in India 

An Empirical Analysis 

Bibhas Saha 
Indranil Pan 

The present paper tries to identify some of the determinants of industrial disputes (hath strikes and lock-outs) by 
developing an econometric model using disputes data for J9 industries over seven years from 1980 to 1986. The 
dependent variabe of the model is industry-wise mandays lost per employee from disputes and independent variables 
are the degree of trade unionisation, average factory size and average monthly earnings oj an employee. It is found 
that in more unionised industries, mandays lost from disputes are likely to be less compared to less unionised industries. 
In contrast, industries with larger average factory size will have greater mandays lost. Employees ’ monthly earnings 
seem to be a weak variable having ambiguous and almost insignificant effects on mandays lost. 


I 

Introduction 

COLLECTIVE bargaining is a way of dis¬ 
tributing organisational rents (i e. economic 
profits) among workers and employers. 
While the size of the organisational rents 
constitutes the scope of the bargaining, the 
relative shares of the two parties are deter¬ 
mined by a number of factors such as union 
power, skills of bargaining, labour laws and 
regulatory framework. In an actual process 
of bargaining, parties sometimes deliber¬ 
ately pull out from a negotiation fo^ some 
strategic reasons and such strategic pull outs 
arc generally followed by stnkcs, lock-outs 
and other types of agitations which are 
called industrial disputes. 

The subject matter of this paper is indus¬ 
trial disputes in Indian industries. The fre¬ 
quency of industrial disputes in India is very 
high compared to the industnalised coun¬ 
tries. For instance, between 1980 and 1982, 
the Indian industrial workers were report¬ 
edly engaged in 205S strikes per year (on 
average) which resulted in a loss of 14 
million mandays per year. The correspond¬ 
ing figures for France between 1977 and 
1983 were only 494 and ..38 million respec¬ 
tively [Windmuller er a/1987). In terms of 
the combined data on strikes and lock-outs, 
which will be referred to as industrial dis¬ 
putes, the Indian industry from 1984 on¬ 
wards, however, witnessed a declining trend 
unlike in the preceding 10 years; in the early 
years of the 80s, the trend of industrial 
disputes was increasing. 

Maintaining industrial peace is as impor¬ 
tant for a worker as it is for an employer. 
Disputes tend to reduce the size of the 
organisational rents and inflict damages on 
both sides. From a dynamic point of view, 
disputes pose problems for rationalising 
labour and capital. Such problems arc in¬ 
deed becoming visible in the context of exit 
of sick units. However, economic theory on 
negotiations and strikes predicts that in a 
real world negotiation, disputes may be¬ 


come unavoidable because each side might 
have different information about the gains 
from bargaining. Yet the duration of dis¬ 
putes can (and should) be reduced through 
appropriate regulatory and legal mecha¬ 
nisms. Additional policies can al.so be aimed 
at achieving this objective. Therefore, we 
need a clear understanding of what factors 
influence the frequency and duration of 
disputes. 

The present paper tries to identify some of 
these factors by developing an econometric 
model using disputes data for 19 industries 
over seven years from 1980 to 1986. The 
dependent variable of the model is 
industiywi.ee mandays lost per employee 
from disputes. Its determinants that are 
incorporated in our model are the degree of 
trade unionisation, average factory size and 
average monthly earnings of an employee. 
The degree of trade unionisation reflects the 
bargaining strength of the workers and aver¬ 
age factory size is meant to capture some of 
the effects of employment regulations which 
apply on the basis of factory size. Ihe single 
most important cause (responsible for 30 
per cent) of disputes as shown in Pocket- 
book of Labour Statistics, 1980-90 is work¬ 
ers' wages, bonuses and other payments. 
Therefore, we have included employees' 
earnings as a vanable in the model. A dummy 
variable is also used to pay special attention 
to the historic textile strikes (that started in 
October 1981 and lasted more than one 
year) and similar disputes in other industries 
for the years 1981 to 1984. Two more im¬ 
portant variables, market demand which 
plays an important role in determining 
organisational rents and the degree of em¬ 
ployers' unionisation which can be read 
from the employers' affiliation to trade as¬ 
sociations, could not be used for some data 
related problems and their exclusion cer¬ 
tainly lin.its the scope of our analysis. 

The mam results are as follows. First, 
there is a negative relationship between 
mandays lost and trade unionisation and a 
positive relationship between mandays lost 


and factory size. Employees' earnings show 
insignificant and ambiguous relationship 
with mandays lost. In other words, in more 
unionised industries, mandays lost from 
dispute.s are likely to be less compared to 
less unionised industries assuming other 
factors unchanged. In contrast, industries 
with larger average factory size, will have 
greater mandays lost than that with smaller 
average factory size. 

Secondly, the year 1984 which is one of 
the worst years of the decade in terms of 
disputes and which witnessed some impor¬ 
tant amendments in the Industrial Disputes 
Act, seems to be generating an effect similar 
to structural breaks. 

Thirdly, our model can also be used to 
relate to the pattern of disputes in the 80s. 
The profile of the disputes in the 80s has two 
distinct phases—increasing up to 1984 and 
decreasing afterwards. The effect of em¬ 
ployees' earnings, though statistically not 
very significant, is dissimilar in the two 
periods and in fact coincides with the profile 
of disputes. Thus employees' earnings can 
be regarded as a factor affecting the profile. 
Among the other two variables, the effect of 
factory size might have been dominant in 
the increasing phase of the profile and the 
effect of trade unioni.sation in the declining 
phase. 

The negative correlation between mandays 
lost and trade unionisation nullifies the pop¬ 
ular perception which is gaining ground in 
recent years that trade unions are largely 
responsible for disputes, it also raises an 
important question whether stronger trade i 
unions are inclined to more stakes and , 
disputes. Theoretically a strong trade union 
IS more able to implement a threat of strike; . 
but whether the trade union would actually 
carry out the threat or not, depends on the t 
toughness ot Its opponent and its own ex¬ 
pectation about the outcome of the strike. In 
fact, the strung threat of a strike can itself 
avert the stake by making employers more ] 
willing to negotiate. From the other end, 
employers al.so find it difficult to impose a 
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lock-out when confronted by strong unions. 
Thus, strong trade unions can help to keep 
negotiations from turning into disputes. 
However, one should also consider that if 
there were no unions (or were only weak 
unions), the employers can appropnate all 
organisational rents. Such an outcome, al¬ 
though unfair, is indeed dispute free. There¬ 
fore, the effect of trade unions on disputes as 
such as ambiguous. In fact, the revelatipn of 
information through negotiation, learning 
and expectations of a negotiating trade union 
about the outcome of a dispute play crucial 
roles in containing or extending the duration 
of the dispute. 

In our model due to data related problems 
we cannot distinguish between strike and 
lock-outs and thereby we are unable to 
speculate the relationship between di.sputes 
and trade unions. However, we can say that 
the observed negative relationship between 
mandays lost and degrees of trade 
unionisation is perhaps a result of heavy 
lock-out incidence witnessed from 1982 
onwards. Although we do not have firm or 
industry level data on liK'k-outs, we su.spcct 
that such lock-outs were more frequent in 
industries where the workers were weakly 
unionised. 

The positivecorrelation between mandays 
lost and average factory si/.e has some 
implications for employment regulations. 
Collective bargaining m large factories nor¬ 
mally follows a formal course within the 
framewwk of Industrial Employment Act 
and Industrial Disputes Act and it is ex¬ 
pected that bargaining in this environment 
would be more dispute free than otherwise. 
But our model casts some doubts on the 
efticacy of such regulations in reducing the 
frequency of disputes. It may al.so imply that 
an employer with adequate bargaining power 
which is presumably the case with the own¬ 
ers of large factories, is more willing to 
exercise lock-outs as bargaining strategies. 

The paper is organised as follows. In the 
next section, we present a bnef overview of 
the literature which provides the context of 
our work. The regulatory framework of 
industrial relations is very important in un¬ 
derstanding the structure of disputes. .Since 
these regulations are not directly incorpo¬ 
rated in our model, we discuss them sepa¬ 
rately in Section III. Section IV presents a 
bird's eye view on aggregate strikes and 
lock-out during 80s and late 70s. The main 
model and the results arc discussed in Sec¬ 
tion V and VI respectively, while some 
further comments are saved for the conclud¬ 
ing section. 

II 

Economic Literature 

The economic literature on industrial dis¬ 
putes which has been mainly a literature on 
strikes, has developed in two disjoint 


branches—theoretical and cmpincal. While 
the theoretical literature has tried to explain 
why stakes take place, the cmpincal litera¬ 
ture has examined the relationship between 
stakes and other clo,sely related variables 
such as wage, inflation and unemployment 
rates. 

'Fhc problem of explaining strikes is quite 
old and still, in a sense, unresolved. The 
main difficulty of providing a theory of 
strike which was first discussed by Hicks 
(196S) and later came to be known as the 
Hicks paradox, lies in the very nature of the 
problem. If there is a theory of strikes that 
predicts the incidence and outcome of a 
strike, then the employer and workers can 
avoid the strike by agreeing to the same 
outcome in advance; but then the theory 
would cea.se to hold. This paradox indeed 
became a bottleneck in almost all stake 
models. 

However, Hicks suggested two avenues 
of research—reputation and private infor¬ 
mation. Hicks argued that workers (or their 
unions) engage in strikes to maintain their 
reputation as hard bargainers. This argu¬ 
ment, although very appealing, has not yet 
been utilised todevelopasatisfactory mixlcl 
The .second argument of Hicks—that is, 
pnvate information—has led to a substan¬ 
tial volume of research. In pavate informa¬ 
tion models (Hayes 1984|, a financi>illy 
weak firm whose profits are not known to 
the workers, cannot convince the workers 
about Its inability to meet high wage de 
mands and therefore, accepts strikes as a 
price for lower wages. These models were 
the first to point out that industaal disputes 
play an important role in transmitting infor¬ 
mation from the informed to the unin¬ 
formed party and such infoniialion trans¬ 
mission can significantly alter the course of 
disputes. 

The empirical literature on stakes has 
been preoccupied with different questions 
Some of the questions are: Are stakes 
procyclicaP Is there an inverse relationship 
between strikes and wage increase? A num¬ 
ber of serious studies in the context of the 
US, the UK and Canada, have found signifi¬ 
cant negative relationship between strikes 
and real wage increases and between strikes 
and the unemployment rate (Ashcnfclter 
and Johnson 1969, Abbott 1984]. Although, 
most of the einpiacai studies are rarely .seen 
to be backed up by theoretical models, they 
have been considered valuable for banging 
important facts into light and providing 
materials fur theoretical rc.search. 

In the context of India, the literature on 
strikes and disputes is at its infant stage as 
the problem of industaal disputes has not 
received much attention from the econo¬ 
mists, even though journalists and legal 
experts have been wating on this problem 
for many years (sec Economic and Poliikai 
Weeklv. January 18, and March 11 and 18, 


1989 for some interesting reports on dis¬ 
putes). Our work, being primarily empiri¬ 
cal, taes to identify some determinants that 
can explain the problem of industrial dis¬ 
putes over a significant part of the 80.s. Such 
findings can be useful in providing direc¬ 
tions tor more detailed research and have 
the additional meat of verifying the popular 
perceptions of the problem. 

ni 

Regulatory Framework 

Industaal relations in India are regulated 
by three major acts: (i) the Trade Union Act, 
1926. (II) the Industrial Employment (Stand¬ 
ing Orders) Act, 1946 and (lii) the Industrial 
Disputes Act, 1947. The Trade Union Act 
allows registration of unions in an industrial 
establishment with no restactiuns on the 
number provided that a union has at least 
seven members from the establishment. The 
Industrial Employment Act (in short IE) 
was intended to make labour contracts com¬ 
plete, fair and legally defensible. Under this 
act, the employer is required to inform his 
employees of their rights and obligations, 
the terms and conditions of work, condi¬ 
tions of lecruitment, discharge, disciplinary 
actions, etc. However, until 1982, the scope 
of the act was limited only to establishments 
employing 100 or more workers. A 1982 
amendment of the act made it applicable to 
all establishments employing 50 or more 
workers. 

Any dispute on terms and condiuons of 
work arising from the Industrial Employ¬ 
ment Act comes under the purview of the 
Industrial Disputes Act (ID). 'Hiis act under¬ 
went a number of significant amendments 
in 1976 and then again in 1982 and 1984. 
Apart from providing an elaborate process 
of government mediated conciliation, vol¬ 
untary arbiiiation and a three-tier system of 
adjudication, the ID Act tried to reduce the 
incidence of strikes and lock-outs by mak¬ 
ing stiikes and liKk-outs legal only under 
certain conditions. Under this act, regular 
(but not the casual or ‘badli’) workers are 
eligible for lay-off compensation or retrench¬ 
ment benefits if the factory size (in term of 
employment) is at least SO. However, lay¬ 
offs, retrenchment and closure in factoaes 
employing 100 or more workers, will be 
considered illegal if the employers do not 
obtain prior written permission from the 
relevant state government. This particular 
clause of the ID Act has been a subject of 
controversy in the context of the recent 
debate on exit policy. This clause was intro¬ 
duced in 1976 during emergency as part of 
a more direct control on the employers and 
employment. At that time the specified fac¬ 
tory si/c was 300 which was later revised to 
100 in the 1982 amendment of the ID Act. 

Like many other regulations in India, 
employment regulations also work on the 
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basis of the factoiy size. If we summarise 
the main benefits of the regulation from the 
point of view of the woikcrs, they can be 
called bargaining rights (from the Trade 
Union Act), income security (from the IE 
Act)and job security (from the ID Act). The 
term security should be understood in the 
sense of eligibility of receiving compensa¬ 
tion and in the sense of resU'ictions on lay¬ 
off or closure. While the bargaining right is 
granted in virtually all factone.s (employing 
at least seven wooers), inctnne security is 
provided only when the factory size reaches 
SO and employment security is confined to 
factories employing 1(X) m: more workers. 
Therefore, in studying industrial disputes 
one should consider various sizes of factones 
coming under the realm of different regula¬ 
tions and analyse the consequent impact on 
bargaining strategies of each party. In large 
factories where the workers enjoy all the 
benefits of regulation, bargaining follows a 
ftnmal [vocess often culminating into legal 
battles. As a contrast, in small factories 
where the workers enjoy only the uade 
union rights and not the benefits of IH or ID 
Acts, trade unions heavily rely on their 
political nexus to create informal pressure 
on the employers. To sum up, larger factory 
size leads to (i) more organisational lents, 
(ii) more powerful employees, (lii) more 
powerful employer, all of which can con¬ 
tribute to serious disputes. 'Fbis observation 
has motivated us to include factory size as a 
determinant of industrial disputes in our 
econometric model. Factory size, as we 
know, is also important for regulating capi¬ 
tal and products which can influence the 
incidence of disputes as well by affecting 
the size of the organisational rents. 

In evaluating employment regulations, 
Mathur (1992) notes that in manufacturing 
industry where the employment security is 
highest, 78.5 per cent of establishments 
employ less than SO employees and another 
10.8 per cent of establishments less than 1(X) 
employees, leaving bulk of tlie workers 
outside the scope of regulations. An econo¬ 
metric study by Fallon and Lucas (1991) 
claims that the 1976 amendment of tlie ID 
Act restricting the employers’ right to lay¬ 
off or retrench (in factories employing 300 
or more workers) has led to a significant 
reduction in industrial employment. 

An important question to be answered in 
Ihisregaid is whether Uk employment regu¬ 
lations have really acted as a‘deterrent for 
industrial disputes or have reduced the diira- 
tionof disputes. Evidence suggests that they 
probably have not. The inteipretation of the 
acts itself has been a problem and a source 
of disputes. 'Ihctc have been innumerable 
court cases where the employees wanted 
their units or organisation to be declared as 
‘industry* and themselves as 'workmen', 
which are crucial for the applicability of the 
ID Arts. 


It is also not clear whether the tlireat of 
government intervention in the form of con¬ 
ciliation and adjudication has helped quicker 
settlements or not. For example, between 
1980 and 1988, about 16 per cent of the 
disputes per year were disposed by office 
of the Controller of Industrial Relations 
machinery after a delay of at least four 
months, lluwcvcr, the rate of settlement 
through government intervention rose 
steadily from 27.5 percent in 1982 to 48 per 
cent in 1987. But there is a danger that 
official agencies can act like a 'captive 
regulator' and activate a biased outcome In 
fact, a standard practice is to influence the 
government to declare a strike or a lock-out 
illegal and there are many loopholes in the 
acts that can be utilised to this end. F'or 
example, an employer in a larger firm opt¬ 
ing for a closure is required to serve a notice 
to the government at least 90 days in ad¬ 
vance asking for permission. However, ac¬ 
cording to the ID Act, if he does not receive 
any response from the government within 
60days, the permission forclosure would be 
deemed to have been granted. Clearly, there 
is an incentive for the employer to influence 
the relevant administrative agency to delay 
the response beyond 60 days, llius the scope 
of ‘legal’ disputes itself is quite large. 

The regulatory framework is crucial for 
understanding industrial relations and the 
abovediscussion slwuld be viewed as supple¬ 
mentary to our econometric analysis, al¬ 
though we have tried to capture some indi¬ 
rect effects of regulations through the vari¬ 
able factory size. 

IV 

Strikes and Lock-Outs 

In this section we review some data on the 
two types of disputes—strikes and lock¬ 
outs. After the lifting of Emergency in 1977, 
the number of both strikes and lock-outs 
increased dramatically. In fact, between 1977 


and 1983, tlie number of strikes was consis¬ 
tently at a very liigh level as reflected in 
Table 1. After 1983, the number of strikes 
declined sharply. In contrast, the number of 
lock-outs has shown a much greater in- 
crcaiic from 1982 onwards. The data on 
mandays lost reveal the same pattern. 
Mandays lost due to strikes were remark¬ 
ably higher over a period of seven years 
from 1978 to 1984 which almost coincided 
with the years of greater number of disputes. 
Ihcyear lOSUrcgistcreda highernumberof 
strikes but with a very small number of 
mandays lost. But the year 1977 can be 
considered exceptional, as ii had tlie third 
higlicst number of strikes, but with the low¬ 
est number of mandays lostindicating smaller 
duration of strikes and/or involvement of 
fewer workers. Similarly, mandays lost due 
to lock-outs showed an increasing trend 
with the increasing number of lock-<nits. It 
is also noteworthy, that from 1978 to 1984, 
the number of mandays lost due to strike has 
always been far greater than that due to lock¬ 
outs. It is only after 1984 that mandays lost 
due to lock-outs settled around 20 million 
and exceeded mandays lost due to strikes 
which came down to a level of 12 to 14 
million. 

Ihc average intensity of a strike in terms 
of miindays lost as reflected in mandays lost 
per strike has generally been in the order of 
I0,n00 mandays with the exception of two 
years, 1982 and 1984 which correspond to 
the years of prolonged textiles and jute 
strikes. Moreover, from 1982 onwards, this 
figure is showing a declining trend implying 
that on an average each stnke is getting less 
costlier (in terms of mandays lost). On the 
contrary, each lock-out has been four times 
more costlier on average than strikes. While 
the year 1982 registered highest mandays 
lust per lock-out, the trend after a short dip 
between 1982 and 1985 has again been 
rising. In fact, mandays lost per lock-out in 
1988 is almost as high as that in 1982. Thus, 


Table 1: Stkikes and Locs-Outs 


year 


Siake.s 


Number 

Lock Ouis 


Number 

Mandays 

Lost 

(Million) 

Mandays 
Lost Pet 
Strike 
(Thousand) 

Mandays 

Lost 

(Million) 

Mandays 
Lost Per 
Lock-Oul 
(Thou.sand) 

1976 

1241 

2.8 

2 25 

218 

9.9 

45.41 

1977 

2691 

1.3 

48 

426 

11.9 

27.93 

1978 

2762 

15.4 

5 57 

42i 

12.9 

30.35 

1979 

2709 

35.8 

n 21 

339 

8.0 

23.59 

1980 

2501 

12.0 

4 79 

355 

9.9 

27.88 

1981 

2245 

21.2 

9 44 

344 

11.0 

31.97 

1982 

2029 

52.1 

25 h7 

454 

22 5 

49.5S 

1983 

1993 

24.9 

12.49 

495 

21.9 

44M 

1984 

1689 

39.9 

23 62 

405 

16.0 

39.1 

1985 

1355 

11.4 

841 

4tM) 

17.5 

43.75 

1986 

1458 

18.8 

12X9 

434 

13.9 

32.02 

1987 

n48 

14.0 

1018 

451 

21.3 

47.22 

1988 

1304 

12.5 

9.58 

441 

21.4 

48.52 


Source: Pocketbook of Labour Slatislia. 
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Mean be muI that if workere are blamed for 
indulging in more strikes, entpluyers should 
be held even more responsible for rampant 
imposition of mexe costly lock-outs. 

Thus oite charactenses the years of the 
late 70t and early 80s as the era of stnkes 
dominance and the later part of the 80s as the 
era of lock-outs dominance. However, it 
appears puzzling why the lock-outs inci¬ 
dence increased signiflcantly in the later 
pnrtoftlie80s,sincethe 1982 amendment of 
the ID Act (which came into force in 1984) 
actually strengthened the hands of the work¬ 
ers by restricting the employers’ ability to 
lay-off. To solve this puzde, we can lliink of 
two factors that have possibly influenced 
the pattern of tfisputes: (i) high GNP growth 
rate, (ii) technical change and rationalisation 
of labour. High GNP growth rale has per¬ 
haps helped easier resolution of stnkes The 
hi^ growth rate has also required technical 
changes and rationalisation of labour. Many 
large Hrms which are restricted from laying 
off or retrenching workers, have proinbly 
taken resoit to strategic lock-outs to put 
pressure on the workers to quit or to opt for 
voluntary rrtirement. So the increasing num¬ 
ber of lock-outs should not be viewed sim¬ 
ply as a sign of increase in the bargaining 
power of the employers. It can also be a 
strategic ploy for rationalising labour. 

V 

Model and Methodology 

(a) Choice of Variables 

Having described the importance of the 
regulatory framework and the interesting 
pattern of disputes that has emerged in the 
80s, we set out to identify some detomi- 
nants of disputes and test their statistical 
significance. Ihc dependent variable we 
have chosen is mandays lost (in short, ML) 
from industrial disputes. Since the data on 
mandays lost combine not only tlie duration 
of disputes but also the number of workers 
and the number of worksbifts per day, the 
costs of disputes are not comparable across 
industries. So we redefine the variable on 
per employee basis by dividing the total 
mandays lost from disputes in an industry 
by the total number of employees of that 
industry. However, since we are using the 
total number of employees ratlicr than the 
total number of workers involved in dis¬ 
putes as the basis of normalisation, the 
resultant figures are likely to understate the 
actual duration. Thci cfore, our results sIkiuUI 
be interprctcsl only in terms of aserage (per 
employee) duration of disputes. Another 
important point to note is tliat the data on 
mandays lost from industrial disputes cover 
both strikes and lock-outs and in this re¬ 
spect. our model is different from other 
empirical models in the literature which arc 
concerned only with strikes. 


The variables that are chosen as possible 
determinants of disputes are the degree of 
trade unionisation (lU), average monthly 
earnings of an employee (ME) and average 
factory size (FS). With an industry being the 
unit of observation, all data correspond to 
the two-digit level of aggregation. 'Ihe data 
sources are Annual Survey ofInJia, Itulian 
Labour Yearbook and Pockelbookofl/rbour 
Statistics.' 

Ihe variable TU is defined as the number 
of employees listed as trade union members 
in an industry divided by the number of 
employees of that industry. One problem 
with this variable is that its data set probably 
suffers from irregularities, because the num¬ 
ber of trade union members is reported only 
from the unions submitting returns and there¬ 
fore it is natural to suspect that many other 
unions have been left out. However, 
industrywise comparison reveals that this 
problem is not so serious across all indus¬ 
tries. For example, cotton textiles do show 
expectedly high degree of unionisation 
whereas the jute industry can be suspected 
to be poorly represented. Despite this data 
problem, there are compelling economic 
reasons to include this variable. Trade union 
membership is an important constituent of 
bargaining power. It not only helps the 
workers to steer a negotiation along a planned 
and formal path, but also enables them to 
lobby in the government through political 
affiliation. 

The variable ME captures some of tlte 
important causes of disputes. Of all the 
disputes at least 30 per cent is caused by 
issues relating to workers' incomes. The 
figures on employees’ earnings cover not 
only wages but also other payments made to 
Ihe employees. Mandays lost per employee 
is expected to be negatively correlatod to 
earnings of the employees. 

Ihe average factory size (FS) is obtained 
by dividing the total number of employees 
in an industry by the number of factcxics. 
Admittedly, by averaging out we are ignor¬ 
ing the distribution of factory sizes within 
an industry which itself is an important 
factor. Ideally, one should study the effects 
of factory size both witliin the industry as 
well as across the industries We have ig¬ 
nored Ihe within industry effect for simpli¬ 
fying reasons. 

’Ihe main motivation of the variable FS is 
to capture some of the effects of employ¬ 
ment regulations which we have discuss^ 
in Section 111 Wc know that in large firms, 
workers enjoy both income aiKl employ¬ 
ment security through IE and 11) Acts and h < 
piotect their secure positions, wsirkers in 
these firms invest heavily on trade unions, 
(Tolitical affiliation and legal assistance. To 
counter this, the employers also hire 
specialised expertise on disputes and per¬ 
sonnel management. Besides, the process of 
rcs( )1 ving disputes is generally overseen and 


monitrxed by government agencies. ‘Ihere- 
fore, one can expect that dispmes will be 
resolved much more quickly in large than in 
small firms. Our study tries to verify this 
perception. 

Apart from the above-mentioned vari¬ 
ables, we have included dummy variables 
for the years 1981 to 1984 to pay special 
attention to the historic textiles strikes and 
similar disputes in other industries. In these 
four years, mainly two industries-cotton 
textiles and jute-showed very high levels 
of disputes which are also responsible for 
inflating the figures for total disputes unlike 
in the years tefoie and afla this period. 
'Ihcrefore, we tried to separate out the ef¬ 
fects of such industries introducing a 
dummy^variaUe for than. 

It would have been more satisfactory if 
we incorporated employers' unions intoour 
analysis. The employers’ uniora (or trade 
associations) play an impextant rde in dis¬ 
putes that concern the entire industry. Also 
in matters of firm-specific disputes, the 
employers’ ability to arrive at a favourable 
settlement may d^nd on whether the em¬ 
ployers are associated with a major trade 
association or not. But the available data on 
employers’ unions are quite incomplete and 
so underreported that the degree of 
unionisation of the emi^oyers reduces to 
almost zero for all industries. This has dis¬ 
couraged us from using this variable. 

Another important variaUe that has been 
left out is market demand. Disputes are 
believed to be strongly correlated with the 
fall and rise in market demand for the prod¬ 
ucts produced by the industry. However, 
there is a problem of finding variables that 
can suitably capture the market demand. As 
proxy for demand, variables like sales 


Table 2: Mean op ML, R’and F 


Year 



MeaacrfML 


1980 



2.36 


1981 



4.30 


1982 



2.84 


1983 



6.26 


1984 



7.85 


1985 



4.05 


1986 



4.75 


R*=0.84 

Adj R’ 

= 0.8 F 

= 29.78 


Table 3: Estimates op Intebcept and 



COEFPICIENT of dm 



Inierceot 

DM 


Year 

Esii- 

t-Ratio 

Esii- t-Ralio 


male 


mate 


1980 

.601 

.79 



1981 

74 

53 

8.75 

12.82 

1982 

2.58 

1.12 

13.49 

8.42 

1983 

3.09 

.88 

28.47 

9.93 

1984 

10.54 

2.61 

33.91 

10.34 

1985 

5.69 

1.25 



1986 

14.92 

4.14 

— 

— 


inuA 
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nveaue and production figurdi have been 
uaed in the litentaie. But these variables 
give rise to serious simultaneity bias as diey 
are oonelated with disputes (Rsher (1991) 
for a discussion on this problem]. There¬ 
fore, we refiained from using such proxies 
and had to be content with fewer variables to 
maintain consistency in our metfiodology. 

Qit) Model 

Now we present die basic model where 
variables are both year and industry spe¬ 
cific. Ignoring the year-spediicity fw the 
time being let us write the basic regression 
equation ^ a given year as 

MLj * b0+b|TU|4bjME,+bjFS|+e,, 

i=l,2,...J4 

where i refos to industry and e is the random 
error tenn. e is assumed to be normally 
distributed with zero mean and variance o^. 
Later when the time subscripts will be used, 
o* will be denoted as for a given t. N is 
the number of industries. Writing in the 
convenient vector fcnm. we can suppress the 
subscript i, 

ML = b,+b,TU+bjME+b,FS4e (2) 

where ML, TU, ME, FS and e are Nxl 
vectors. Now in order to identify the model 
in terms of years, let us add a Ume subscript 
t to the variables expressed in vector forms 
in (2), 


ML,=bj,-rt>„TU,+bj,ME|+b^FS,4e,, 

.tsl,2,...,T (3) 


Webavecovered 19industries(ie,Ns|9) 
for 7 years (i e, T=7) from 1980 to 1986. 
However, as we mentioned earlier, apart 
bom the above three variables we would 
like to use a dummy variable (DM) in the 
years 1981 dirough 1984 to separate out the 
eflects of textite spikes and similar disputes 
in few other industries. The variable DM is 
defined as follows; 

In 1981, DM = 1 for Tobacco, Cotton 
textiles. Jute and Electrical machinery in¬ 
dustries, 
s 0 otherwise. 

In I982and 1983, DMs 1 forCotton textiles 
and Jute industries, 
s 0 otherwise. 

In I984,DM>: 1 forCotton textiles. Jute and 
Textile product industries, 
s 0 otherwise. 

Thus we rewrite (3) as 


ML| * bj,+b„TU,+bj|ME|+bj|FS,+e|, 

t«l,6.7 

and 


{3a) 


ML=b^+b„TUT+bj,ME,+b^FS,+b^DM,+e,. 
t-23.4,5. (3b) 


Pw iMCvity of notations we denote the left 
hand side (vector) variable as y and com¬ 
bine the right haiKi side (vector) variables 
in a matrix x to wrtie them in the familiar 
matrix form: 

y, = x,6,+ e,, t=l,2.....7 (4) 

where X,={TU,, ME,, FS,J or {TU,. ME,. FS,. 
DM,1 and 8’, = [b„. b„. b^. bJ or [bj,, b„. b,,. 
b„. bj depending on t. y, and e, are 19x1 
vectors. X, is a 19x4 matrix and B, is a 4x1 
vector for fc=l, 6, 7. For all other t, the 
dimensions of x, and B, are 19x5 and 5x1 
respectively. 

Since we are intoested in finding the 
sensitivity of ML with its determinants not 
only for agiven year, but also over the years, 
we have pooled our cross sectional and 
time-series data in a larger model where we 
can allow changes in intercepts as well as 
slopes across the years. The estimation tech¬ 
nique that we have used is generalised least 
squares (GLS) (see Judge et al 1988: p 444), 
The GLS estimates are asymptotically more 
efficient than the OLS ones. In the present 
context, the added advantage of the GLS 
method is that it takes account of the pos¬ 
sible excluded factors that may have affect¬ 
ed the mandays lost from disputes in more 
than one year. For example, workers' ex¬ 
pectations, government’s policy and the em¬ 
ployers’ union power that affected the dura¬ 
tion of the prolonged textile strikes have not 
been included in the model. But their effects 
are present in the error term. Since such 
effects are likely to spill over in other years, 
the corresponding error terms are also likely 
to be correlated. The GLS method makes a 
correction for this problem which was not 
possible in year to year separate OLS 
regressions.’ 

After pooling the cross-sectional and time- 
series data, we write our model as 

Y=Xfl+e (5) 

where Y and e are 133x 1 vectors, nie num¬ 
ber 133 corresponds to 19 observations for 
seven years. X is a 133x32 block diagonal 
matrix, where the blocks are given by x -s as 
defined in (4). The coefficient vectm B. the 
dimension of which is 32x1, consists of 32 
coefficients which correspond to 7 inter¬ 
cepts. 4 dummy variables and 3 basic vari¬ 
ables in all seven years. 

The computation of GLS estimates re¬ 
quires estimates of variances and covari¬ 
ances for all seven years. Let us denote the 
variance-covariance matrix as I. a typical 
element of which o’ . £ is a 7x7 matnx. 
Consistent estimates of o’„ -s are obtained as 

N _ 



where 

• 1*1 32 

N = N- -- = 19-=14.43 

T 7 

k, being the number of regressors in the t- 
th year. Since different equations have 
different number of regressors, an average 
number of regressors can be used for atl 
equations to obtain the consistent esti¬ 
mates of variances and covariances. The 
estimates of the error terms are ob¬ 
tained from OLS regressions. These esti¬ 
mates are also unbiased when each equa¬ 
tion uses the same number of variables 
[Judge et al 1988: p 452]. The resultant 
estimates of the variance-covariance terms 
are collected in the matrix 

The GLS estimator for B is 

B = IX’ (£■' ® I) X]-'X’ (i-' ® I)Y 

where ® is the Kronecker product sign and 
I is a 19x19 (i e, NxN) identity matrix. 
Applying the Kronecker product method, 
each term ofi 'is multiplied by the 19x19 
identity matrix and the resultant matrix 
(£ ' ® I) reaches a dimension of 133x133. 
The numencal estimates of B are reported 
and discussed in the next section. 


Tabi£ 4 EsTiMAias of Coefficient of TU 


Year 

Estimate 

t-Ratio 

1980 

10 52 

5 27 

1981 

-4 27 

-2 21 

1982 

-8.16 

-2 77 

1983 

-14 08 

-2 12 

1984 

-38 56 

-4 22 

1985 

175 

36 

1986 

-16 36 

-3.26 

Tables 

Estimates of the Coefficient of FS 

Year 

Estimate 

t-Ratio 

1980 

-0011 

-1 87 

1981 

00 

06 

1982 

0031 

192 

1983 

0034 

1 34 

1984 

0083 

2 33 

1985 

0066 

I 94 

1986 

0042 

1 68 


Table 6. Estimates OF THE Coefficient OF ME i 


Year 

Estimate 

t-Rauo 

1980 

0095 

92 

1981 

0037 

209 

1982 

-0006 

-23 

1983 

-0026 

76 

1984 

-001 

-.34 

1985 

-0029 

-83 

1986 

-0055 

-2 22 
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VI 

Results 

(a) Positive Relationship with Dummy 
Variable 

The estimates of the cueflicicnis of the 
variables and other relevant information 
are presented in separate tables for the 
ease of reading although they are obtained 
from a single regression as discussed in the 
preceding section. Tlie mean values of ML 
which will be used in the discussion of the 
regression results are reported in Table 2. 
The value of the F statistic and as shown 
in Table 2 confinn that the explanatory 
power of the model is satisfactory. 

Now let us discuss the estimates of the 
coefficient of the individual variables. 
The dummy variable, DM, used in the 
years 1981 through 1984, is significant 
and positive (Table 3). Its estimate shows 
a steady increase from 1981 to 1984. This 
has special relevance for cotton textiles, 
jute and other industries for which the 
dummy variable is used. For such indus¬ 
tries, the regression equation predicts a 
level of mandays lost per employee, sub¬ 
stantially greater than that for other indus¬ 
tries. The difference is given by the esti- 
ilnatcs of the coefficient of the dummy 
variable. For example, in 1984, for the 
cotton textiles, jute and textile product 
industries, the level ot mandays lost ig¬ 
noring the effects of other variables is 
estimated to be 44.4.S (intercept + coefli- 
cient of dummy) mandays, whereas the 
same Figure for other industries is only 
10.54. The large difference between the 
two levels is consistent with the lact that 
the textiles industries witnessed prolonged 
disputes during this period. It is notewor¬ 
thy (hat the estimate of the intercept shows 
an incieasing trend for all industries bar¬ 
ring textiles and few other industries for 
which the dummy variable is used. For 
such industries (he intercept term increases 
up to 1984 and then declines. 

(b) Negative Relationship with Degree of 

Trade Unionisation 

One of our mam finding is (hat the 
degree of trade unionisation. TII, bears 
significant and in general negative rela¬ 
tionship with mandays lost per employee. 
Except in 1980 and 1985. the variable TU 
maintains a negative sign. In economic 
terms, the estimates indicate that if the 
degree of unionisation in an industry in¬ 
creased by 0.1, (he mandays lost per em¬ 
ployee would have decreased by .427 in 
1981 (for example) and by 3.85 in 1984 
(Table 4). These reductions can he re¬ 
garded as substantial when wc note that the 
average mandays lost was 4.30 m 1981 
and 7.85 in 1984. 


Interestingly, the variable reveals a cu¬ 
rious pattern. Its magnitude increases from 
1981 till I984.and after 1984 it fails in 
1986 barring the year 1985 when the vari¬ 
able is insignificant and positively signed. 
The year 1984 is important in many re¬ 
spects. It recorded the second largest 
mandays lost from overall disputes and 
strikes, m particular, between 1976 and 
1988 (Table 1) and in this year some 
important amendments of the ID Act came 
into force. This can have an effect similar 
to structural break which is appearing not 
only in the variable TII but also in F.S 
and ME. 

The negative sign of the coefficient runs 
counter to the popular perception that trade 
unions are responsible for industrial dis¬ 
putes. Although one can expect positive 
correlation between strikes and 
unionisation on the ground that more 
unionised workers are capable of carrying 
out a threat of strike, sometimes a credible 
threat of strike can it.sclf be deterrent 
against its own realisation essentially by 
making the employers more willing to 
negotiate. Moreover, employers also may 
find it difficult to declare lock-outs when 
confronted by strong trade unions. There¬ 
fore, the relationship between unionisation 
and mandays lost from disputes can be 
negative. 

One can suspect that from 1982 on¬ 
wards, when the mandays lost from lock¬ 
outs achieved and stayed at a high level, 


the attempts to impose lock-outs or con¬ 
tinue for a longer period were probably 
thwarted in more unionised industries, 
which in turn justifies the negative sign of 
the variable Tl). However, we would like 
to add a qualification. One factor that can, 
to some extent, accentuate the negative 
relationship is the presence of casual or 
badli workers who actively participate in 
disputes and are not necessarily reported 
as union members. In the jute industry, for 
example, 43.8 per cent workers are casual. 
This makes the reported degree of trade 
unionisation much smaller than what it is. 
Since the jute industry had a large share in 
industrial disputes, the estimates might 
have been affected by such problems. 

(c) Positive Relationship with Average 
Factory Size 

The second most important finding is 
that mandays lost per employee increase 
with average factory size (FS) in an indus¬ 
try. The variable is positively signed for 
all years except 1980 and it is not signifi¬ 
cant only in 1981 (Table 5). The estimates 
of the coefficient of FS can be interpreted 
in the following way. If the average fac¬ 
tory size increased by 10 employees, then 
in 1986 (fur example) ML would have 
increased by .042. Now given that the 
average mandays lost over all industries 
in 1986 was 4.75, the increase of .042 
constitutes approximately 1 per cent. It 


I ( ()\( i\ii(' 
\\i' 

I’l >1 I I K \| 


lEEHY 


STUDENTS 

Having trouble borrowing the EPW! 

Here’s an easier way to get your own copy. 

Subscribe at the special discounted rate for students and save over 
50 per cent on the regular rates. 

All you need to do is to send in Rs 195 accompanied by a 
photocopy of your school/college identity card. TTie amount may 
be sent by MO, Demand Draft or Cheque. On outstation cheques 
please include bank charges of Rs 14. The discounted rates are 
available for single year subscriptions and in India only. 

Write to; Circulation Manager, Economic and PolUical Weekfy, 
284 Shahid Bhagat Singh Road, Hitkari House, Bombay 400038. 


1086 


Economic and Political Weekly April 30,1994 



might appear from similar calculations 
for other years that the sensitivity ot this 
variable is very weak and to exert a notice¬ 
able effect on mandays lost per employee, 
factory size has to increase substantially 
However, we should note that in an indus¬ 
try employing thousands ot employees, 
such small increases in per capita terms 
will translate into a large increase in 
aggregate 

Like TU, this variable also shows the 
same pattern with its estimate increasing 
till 1984 and then decreasing afterwards 
Thus 1984 seem to be providing a break in 
the pattern of sensitivity of Ml with its 
determinants We should mention that this 
IS not a result of using a dummy variable 
for 1981-84 In an expcnmental regies 
Sion where we used the same model ex 
eluding the dummy variable the same 
pattern was observed but with dilletent 
magnitudes of the estimates 

The economic implication ol the isti 
mates of the coctlicieiu ol F-S is thai in 
industnes dominated by large factories 
disputes which are supposed to follow a 
formal course because of various emfiloy 
ment regulations, seem to continue foi a 
longer duration than in industries domi 
nated by small factories Since labour in 
small factories is hardly legulated out 
result casts doubts on the efficacy of hs 
putes acts and employment regulations as 
deterrent to disputes 

There may be a number ot reasons whu h 
can explain the positive association be 
tween ML and FS First, in laigc tai tones 
because of a bigger workforce and com 
plexity ot management, the issues bearing 
potential tor conflicts arc manilold Sec¬ 
ondly, protected by income and employ 
ment secunty under IE and ID Acts, work 
ers may not have an incentive to settle the 
dispute early before referring it lo govern 
ment mediated reconciliation Thirdly, 
similar tendency can also be present among 
the employers As we have explained car 
her, prolonged lock-outs can be used as a 
means of rationalising labour 

(d) Weak Relationship with Aieitiiie 
Monthly Earnings oj tmplo\ees 

Unlike the other two variables the aver 
age monthly earnings of an employee ap 
pears to be a weak variable It is signii. 
cant only in two years—1981 and 
1986—and of the estimates in these iwo 
years, one is positively signed (in 1981) 
while the other has a negative sign The 
estimates indicate that this variable, when 
significant, can be said to have .irong 
effects on ML For example, consider ihe 
estimate of the coefficient ot Mh in 19X6 
If average monthly earnings increase by 
Rs 100 mandays lost per employee would 


decreasehy 55 which constitutes a share of 11 
per cent in the average mandays lost in 1986 

What IS interesting about this variable is 
that Us sign tollows almost the same pat 
tern as the data on industrial disputes 
Industrial disputes data show an increas¬ 
ing trend up to 1984 and after that the trend 
declines The variable is positivel> signed 
tor all the years except 1982, till 1981 and 
then switches into a negative sign 1his 
shows that a negative relationship be 
tween wages and mandays lost from strikes 
obtained in Ashenfclter and Johnson (1969) 
and Abbott (1984) may not be extended to 
wages and aggiegate disputes Although 
better paid woikcrs are believed lo b« 
having fcwei reasons to go on strikes 
their m.inagcmenfs may have an interest 
to launch a lock out to save on labmii 
costs or to make the worker act cpi a wage 
cut Thereloic positive relationship with 
mandays lost from disputes and einplo\ 
Lts’ earnings is also possible 

(e) ( omhim d t/lei is of Ewgenoiis Vai lahles 

I he individual effects of Ihe degree ol 
tiadc unionis,iiion and average factuiv si/c 
an found to be opposing each other while 
the average monthly earning^ of an em- 
pltiyee although showing peror statistical 
Mgmficanto sharcti its effects first with Ihe 
average taelory st/c and later with the etc 
glee ot Hade unionisation The net ycarwisc 
efieet is a result of an interplay of these 
vaiiabics The eeunbincd effect eit these 
\ anablcs can be used to relate to the paltcin 
of disputes in the KOs Mandays lost from 
disputes showed a declining trend from 
1984 alter reaching a height in the e.itly 
years of the 80s In 1980 the degree of trade 
unionisation and employees’ earnings had 
dominant effects Then up lo 1984 the ef¬ 
fects ol employees’ earnings, factory si/c 
and the special pioblems associated with 
cotton textiles and |ulc industnes plavcd 
dominant roles in generating an increasing 
profile ol disputes After 1984, monthly 
earnings and unionisation probably piaved a 
role in reducing industrial disputes 

VII 

Conclusion 

The present paper has tned to identify 
some of the dctciminants of industrial dis 
pules using an econometric mcxlcl While 
Hade unions have been found to have ex 
cried a declining pressure on disputes, large 
tacioncs are seen to be prone to much loiigci 
disputes Howev er. our model has cxc luded 
some important variables such as employ 
ers’ unions and market demand We .ilso 
have not distinguished between industiial 
disputes in the private and the public sec 
tors For more satisfactory modelling one 
should not only include such vanabUs but 


also look at strikes and l<x'k-outs data sepa¬ 
rately Furthermore the imxlcl should be 
applied with more disaggregated dau Nev¬ 
ertheless we believe that our model has 
found some interesting results which can be 
utilised to evaluate disputes acts and em¬ 
ployment regulations 

Notes 

[Wc wuukf liki. to thank Kinl Pankh for suggest¬ 
ing .1 noun ilisalinn which we have used in the 
1 mpincal spec ific itiun of the model Anindya Sen 
,md Shuhh ishis (.ningnpadhyay made some com- 
inenls on an cailier version of the paper We also 
(hank Siuiiicii Mj|umdar lor helping us wnte a 
computer progiamme which has been used in the 
cstiiiialion p lit ol Ihe paper Any remaining eirors 
ire our responsibility ) 

1 Our data cotrespond in the following indus- 
incs food piuducis tobacco cotton textiles, 
wool and silk jute and hemp textile products, 
wood and fuinilure paper feather mbber 
.hcinnals non metallic mineials metals and 
illoys iiiclal pioducts machine tools electri¬ 
cal machinery itanspoit equipment, other manu- 
factunng indusuies electrical and gas and water 

2 ()i St SI iinalcsaicloundtolie slightly different 
Ihev aic upwardly biased for TU, DM and 
almost so loi Mb ButiorFS ULSestinuiesare 
lowii The van ihlesTU and ME show a change 
ol signs loi one year each in 1980 and 1981 
lespcclivcly The levels of significance im¬ 
prove wiih Ol *5 tsliinales for ihe variable FS 
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Managing exports in 
a muitiiaterai worid 


By S. M. Datta, Chairman, Hindustan Lever Limited 


BALANCE OF INDIA’S TRADE 

Over the previous decade. India’s 
foreign trade had operated at a 
steady deficit of around $ 6 billion 
every year. Trade deficits, particu¬ 
larly in such modest degrees, are 
not uncommon in developing econ¬ 
omies because export revenues are 
often overtaken by the growing need 
for capital goods, components, in¬ 
gredients and. in most cases, of 
energy imports as well The deficit is 
usually neutralised by surpluses in 
invisible flows such as Tourism and 
Remittances. The particular cause 
of worry in our situation was the 
unfortunate combination of this re- 
ojrring trade deficit with a very low 
level of invisibles inflow and the rap¬ 
idly rising burden of servicing our 
debts. 

However, a sea-change has 
taken place following the overhaul 
of India’s foreign trade policy which 
started in early 1992 almost simul¬ 
taneously with measures to restruc¬ 
ture the economy. The initial de¬ 
valuation of the Rupee has helped 
to improve the competitiveness of 
India's exports, despite its sub¬ 
sequent strengthening against 


manipulation to market develop¬ 
ment, and volume growths are tak¬ 
ing place despite the trauma of the 
initial adjustments. Although the 
economy, particularly its manu¬ 
facturing sector, grew at a slow 
pace in 1992 and 1993, exports 
have surged ahead by an estima¬ 
ted 20 per cent in 1993-94. The 
trade gap has narrowed consi¬ 
derably to $ 3.3 billion in 1992-93 
and an estimated $ 0.7 billion in 
1993-94. The reduction in the trade 
gap has been accelerated by the 
sharp decline in imports following 
the disappointing growth in indus¬ 
trial production. 

Imports do contribute to econo¬ 
mic growth by facilitating industrial 
output and consequent value- 
addition to primary products. Judi¬ 
cious imports of intermediates and 
consumer goods help supplement 
domestic output to stabilise prices 
and thereby stimulate demand. In 
energy-deficient countries like In¬ 
dia, energy imports keep the 
wheels of industry and transport 
moving. Thus, imports are an es¬ 
sential component of any modern 
economy and exports become 


The much-discussed GATT negotiations 
have signalied a step-jump in the volume of 
worid trade by as much as $200-300 billion 
a year, and some of this growth will arise 
in the very sectors where India has 
a latent strength 


European currencies. The Rupee- 
denominated Russian trade has 
collapsed but the new debt servic¬ 
ing arrangements are beginning to 
take hold, giving rise to hopes of an 
early resumption. The complex 
system of export subsidies is be¬ 
ing gradually dismantled, thereby 
shifting the emphasis from system 


necessary only to pay for purchas¬ 
ed goods and services. India’s 
moderately high foreign debt, which, 
at the present level of $ 85 billion, 
amounts to nearly 30 per cent of the 
Gross Domestic Product (GDP), 
places an additional demand on 
exports to finance the debt servic¬ 
ing requirements. 


PROSPECTS FOR GROWTH 

The volume of India’s exports is quite 
modest. The average annual level of 
$ 18 billion achieved in the last five 
years amounts to only 6 per cenf of 
the national GDP and less than 0.5 
per cent of the world’s export trade. 
China, the neighbouring giant, has 
an economy not much larger than 
ours and yet manages to export over 
$ 100 billion worth of goods and 
services. Admittedly, the proximity to 
the entrepot trading hub of Hong 
Kong gives China an enormous ad¬ 
vantage over India but it should not 
be too difficult to double India's ex¬ 
port volume within two years and 
maintain an annual growth rate of 15 
per cent thereafter. This would en¬ 
able us to tide over the debt servicing 
problems of the coming three years 
and yet have the surplus to finance 
the imports needed to stimulate the 
domestic economy. Should this pro¬ 
posal appear too ambitious, we have 
only to recall that the resultant 
increase in export revenue over a 
five-year period will only equal the 
current atnnual increase in China’s 
exports. 

Potential in agri exports 
The probable sources for this growth 
in exports are easily discernible. Agri¬ 
culture accounts for nearly 30 per 
cent of the Gross National Product 
(GNP) but provides only a sixth of the 
total exports and that too mostly in 
specialised areas such as oilseed 
extractions and tobacco. Out of the 
total value of our agricultural pro¬ 
duce, about 40 per cent comes from 
cereals, about 12 per cent from fruits 
and vegetables and about 7 per cent 
from sugarcane. These areas wit¬ 
nessed some policy relaxation in 
1993-94, and as a result, during the 
April-December period, exports of rice 
recorded a value increase of 28 per 
cent, and sugar/molasses export 
value went up by 123 per cent. As 
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India ested}llshes its reputation as a 
retiable exporter of quality agricul¬ 
tural produce, access to the mar¬ 
kets to semi-processed and pro¬ 
cessed foods would become easier 
and the value-addition will increase 
at an accelerated pace. 

Textiles, garments and 
leather products 

Textiles and garments will provide 
the second most important opportu¬ 
nity for enhancing exports. Gar¬ 
ments already account for nearly 
one-eighth of our total exports and 
faster growth has been held back as 
much by the quota system under 
the Multi-Fibre Agreement as by the 
low productivity of the cotton crop 
and the average underdeveloped 
status of our textile industry. Ex¬ 
ports of manufactured leather prod¬ 
ucts have made rapid progress in 
recent years despite the un¬ 
organised status of the domestic 
industry and now accounts for 7 per 
cent of our exports. A properly 
planned reorganisation of our 
animal husbandry sector and of 
abattoirs would undoubtedly help 
leather exports grow but even 
otherwise the industry is now 
mature enough to handle imports 
of raw hides and semi-processed 
leather for further value-addition. 

Export of services 

The significant size of India’s pool of 
technically trained and skilled man¬ 
power base and the diversified na¬ 
ture of its industry and services hold 
the promise of a rapid growth in 
exports of services. The financial 
sector in India has the requisite size 
and potential to lead this drive pro¬ 
vided the efficiency and the produc¬ 
tivity of the sector is rapidly upgrad¬ 
ed and modernised by the quick 
implementation of the reform mea¬ 
sures outlined in the recommenda¬ 
tions of the Narasimham Commit¬ 
tee and the Malhotra Committee. 
Similarly, the excellent scientific and 
technological research capability 
already available in India would pro¬ 
vide another avenue for services 
exports after the patent laws are 
suitably harmonised. 


The foregoing examples are 
meant to illustrate the immense po¬ 
tential for growth in the value of 
India’s exports, which will generate 
the resources for investment in an 
economy growing at an acceierated 
pace. But these value growths will 
have to take place in a situation 
where the prindpal markets, repre¬ 
sented by the OECD countries, have 
been suffering from economic stag¬ 
nation for a number of years. More 
importantly, India will have to com¬ 
pete for its share of this market with 
China and the South-east Asian 
countries, who are admittedly more 
adept at this game. However, there 
are three hopeful developments 
which could provide relief. First, dem¬ 
ocratic pressure for better econo¬ 
mic perfonnance in the G-7 coun¬ 
tries has brought about a signi¬ 
ficant change in their national prio¬ 
rities. The governments of these 
countries are now committed to 
policies which will lead to economic 
growth, and some are already show¬ 
ing signs of a return to sustained 
growth. Second, the agenda of the 
developing countries, as represent¬ 
ed by the G-15, is shifting from the 
political sphere to the economic 
arena, and the scope for improving 
South-South trading relations is 
coming under greater scrutiny. The 
recent liberalisation in South Asian 
trade is a case in pdnt. Third, the 
conclusion of the much-discussed 
GATT negotiations have signalled a 
step-jump in the volume of world 
trade by as much as $ 200-300 
billion a year, and some of this growth 
will arise in the very sectors where 
India has a latent strength. 

INDIA’S EXPORTS AND GATT 

The General Agreement on Trade 
and Tariffs (GATT) was established 
as an international fonjm in 1948by 
23 signatories, among whom 11, 
including India, were developing 
economies. The objective of GATT 
was to create a World Trade 
Organisation (WTO) which would 
oversee the smooth conduct of 
world trade and prevent the trade- 
originated conflicts commonly en¬ 
countered in the pre-War years. 


The plan to establish the WTO has 
been long delayed by persistent 
opposition from the US Congress 
but it IS now likely to materialise 
very soon. The essential benefit of 
GATT arises from the commitment 
to extend Most Favoured Nation 
(MFN) status to ail the signatories 
and to provide equal treatment to 
all members. This explains the 
rapid increase in the number of sig¬ 
natories from the original 23 to the 
current level of 125. 

The new treaty will provide in¬ 
creased market access to all the 
members, the brunt of which will, 
naturally, be borne by the largest 
economies of the world who will 
share most of the pains, as well the 
gains, arising from the entirely de¬ 
sirable outcome. The rapid rise of 
jEtpan’s economic power behind the 
high wall of rigid protectionism has, 
meanwhile, temperedthe free-trade 
idealism of the immediate post-War 
years among the Western demo¬ 
cracies who are now genuinely con¬ 
cerned about their ability to com¬ 
pete and survive in the world 
market and thereby sustain their liv¬ 
ing standards. This underlying 
worry has triggered the aggressive 
responses from, for example, 
France and the United States. Ad¬ 
mittedly, the special and differential 
treatment extended to developing 
countries under the original agree¬ 
ment has been watered down to 
some extent in the revised treaty but 
the focus wilt continue to be on the 
sharing of the G-7 markets among 
the various economically developed 
nations. 

From the viewpoint of India’s 
factor advantages in agriculture, tex¬ 
tiles, leather and senrices, the new 
treaty provides significant gains 
which outweigh by far the balancing 
concessions. In agriculture, physical 
barriers will be replaced by tariff 
barriers which will be reduced by an 
average of 36 per cent over six 
years in the case of developed 
countries, and by an average of 24 
per cent over 10 years in the case 
of developing countries. India will 
not have to comply with the pro¬ 
visions regarding subsidies, be- 
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cause these are already less than 
the prescribed minimum levels. Even 
the market access provisions will 
not apply, at least until the balance 
of payment situation improves. The 
reduction of subsidies and non-tariff 
barriers in industrialised countries 
promises to open the way for agri¬ 
cultural exports from India. In tex¬ 
tiles, the Multi-Fibre Agreement will 
be absorbed into the new treaty 
over a 10-year period, it will be a 
slow process, because merely 49 
per cent of the quotas will be abo¬ 
lished in the first nine years, and 
the rest will disappear only in the 
last year. But this,slow release 
could very well act in India’s favour 
if steps are taken to improve the 
quality and cost levels in the gar¬ 
ment industry to match those of 
South-east ^an countries within 
the first few years. In services, India 


the concept of Managed Trade by its 
members. In this environment, it 
would be easier to achieve the ex¬ 
port growth objectives by first 
selecting a number of limited tar¬ 
gets and then creating a joint gov¬ 
ernment-industry effort to exploit 
the country's natural competitive 
advantages where they exist and to 
create feictor advante^s through 
concerted action when such natural 
factors are absent, industry is per¬ 
haps too wide a term to be used in 
this context because such focused 
activity can take place only at the 
enterprise level. This is essentially 
the model which Japan had used to 
drive its productivify and competi¬ 
tiveness to worid status in sectors 
like electronics and automobiles, 
while leaving some of their consum¬ 
er goods industries in a relatively 
unsophisticated state. According to 


Despite the drastic changes in the 
Government support policy, the disappearance 
of the Rupee^nominated Soviet trade 
and the consolidation of business portfolios, 
Hindustan Lever has increased its 
export revenues from Rs. 162 crores 
in 1990 to Rs. 255 crores in 1993 


should win greater access for the 
movement of professional people, 
which will lead to higher export earn¬ 
ings in several areas such as com¬ 
puter software and consultancy. On 
the other hand, India may have to 
grant greater access in financial 
services and telecommunications. 
The latter could become a major 
worry if the standards of efficiency 
and services in the Indian industry 
are not improved speedily. Now that 
the USA has agre^ not to press for 
the immediate consideration of the 
social clauses, the treaty will not 
affect two other areas of major ex¬ 
port potential, namely, leather, and 
gems and jewellery. 

STRATEGY FOR 
EXPORT GROWTH 

The conclusion of the GATT nego¬ 
tiations marks the endorsement of 


press reports, the Indian Space 
Research Organisation has also 
adopted this approach to progress 
the missile programme. The nradel, 
therefore, is demonstrably applic¬ 
able in the Indian environment. 

The developments in our socio¬ 
political milieu in the last four de¬ 
cades would, however, make It ex¬ 
tremely difficult to introduce the much 
needed prioritisatfon in our export 
efforts through the prior selection of 
ttie possible winners. This task was 
attempted by the Board of Trade 
two yeais ago and it ended by pick¬ 
ing up as many as 39 extreme focus 
areas. In this situation, the govern¬ 
ment can only adopt a backstage 
role for effectively accelerating the 
development of major export cap¬ 
abilities. This way, enterprises can 
be gently persuaded to move in the 
desired direction without significantly 


distorting the fiscal and the reguia- 
tory regime in favour of one or the 
other segment. 

Administrative support and direc¬ 
tion should generally occur under 
four major headings. Among these, 
the creation of the right policy envi¬ 
ronment is the most crucial one 
which the government needs to 
provide. The development of main¬ 
line agricultural expo^, for example, 
will require the removal of restric¬ 
tions on movement, refashioning the 
minimum export price systems and 
enabling enterprises to carry out the 
necessary background development 
work without mayor hindrance from 
the land ownership procedures. In 
the case of textiles, the entire gamut 
of activities must be reviewed, start¬ 
ing with the development of hybrids, 
the procurement and export of cot¬ 
ton, the spinning and weaving of 
mono- and multi-fibre fabrics and 
the restrictions on the development 
of the organised sector garment in¬ 
dustry. Most export operations need 
imported inputs on grounds of qual¬ 
ity and economy, and as long as the 
Rupee continues to be convertible 
within narrow limits, we must pay 
attention to facilitating the supply 
logistics through appropriate proce¬ 
dural changes. SImilarty, the flttci- 
bility needed in servicing export mar¬ 
kets requires a corresporiding re¬ 
moval of rigidities in the assodeted 
capital and labour markets. 

Focus on productivity 
and quaiity 

It is now widely accepted that qual¬ 
ity and productivity are the two most 
essential criteria needed to ensure 
competitive advantage in all mar¬ 
kets and, more paiUcularly, In ex¬ 
port markets. Improvement of qual¬ 
ity and productivity requires the 
guided and directed adoption of 
new technology, as well as its sub¬ 
sequent upgradation throu^ con¬ 
tinuous innovation. For example, in 
agricultural technology, weTiave to 
examine not only the development 
of varieties and hybrids along with 
aclear definition of the desired pack- 
-age of agronomic practices, but we 
must also attend to technological 
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issues like irrigation, fertiliser appli¬ 
cation £uid pest control consistent 
with world standards on chemical 
residues, and post-harvest storage 
and handling. In textiles, the neces¬ 
sity for improving our technology 
base in spinning, weaving and pro¬ 
cessing is now well understood but 
the technically backward handloom 
and powerioom sectors are also in 
need of urgent technology inputs 
not only for improving quality and 
productivity but also to conform to 
the social clauses which will defi¬ 
nitely come into play in the near 
future. 

Making the 
infrastructure robust 

The importance of the physical in¬ 
frastructure in promoting industrial 
competitiveness is undeniable but 
so far our attempts to guide public 
investment into such areas have 
met with indifferent success Now 
that private capital is being gradu¬ 
ally inducted into the infrastructure 
sector, it would be worthwhile pon¬ 
dering whether the initial efforts 
would be better directed at the se¬ 
lective development of regions with 
direct linkage to ports, where han¬ 
dling facilities can be dramatically 
improved without confronting the 
powerful labour lobby. Needless to 
say, such directed development 
must also carefully sidestep the 
somewhat contrary policy situation 
with respect to ExportOnented Units 
and Export Processing Zones. 

Fiscal and financial incentives are 
prominent among the various per¬ 
suasive mechanisnrs that govern¬ 
ments, both central and state, have 
liberally used for directing and guid¬ 
ing the development of industries 
eind enterprises. The GATT treaty 
provides ample scope for non-spe¬ 
cific incentives and these should 
continue to be used judjpiously to 
erKX>urage investment in exports 
as well as to compensate for the 
transactional hurdles and costs 
which still haunt Indian industry. 

EXPORTS IN 
HINDUSTAN LEVER 
When Hindustan Lever started de¬ 
veloping its export business over 


30 years ago, its objective was to 
create a sustainable stream of for¬ 
eign exchange earnings which 
would be large enough to finance 
the needs of the growing business. 
During the decade of the 80s, this 
was overlaid by an element of com¬ 
pulsion imposed by the Foreign Ex¬ 
change Regulation Act. This pres¬ 
sure has now been lifted and the 
original objectives are now back in 
full force Meanwhile, the stagewise 
relaxation of controls on the import 
trade are opening up new business 
opportunities which, in turn, call for 
the generation of larger export rev¬ 
enues. Therefore, despite the dras¬ 
tic changes in the Government sup¬ 
port policy, the disappearance of 
the Rupee-denominated Soviet 
trade and the consolidation of busi¬ 
ness portfolios, Hindustan Lever has 
increased its export revenues from 
Rs. 162 crores in 1990 to Rs. 255 
crores in 1993while maintaining the 
net foreign exchange earnings at a 
minimum level of 80 per cent. This 
17 per cent growth rate has been 

in Services, 

India should win 
greater access for the 
movement of 
professional people, 
which wiil lead to 
higher export earnings 
in several areas such as 
computer software 
and consultancy 


achieved through a carefully modu¬ 
lated programme of investment in 
manufacturing and quality, the de¬ 
velopment of new markets and in¬ 
ternational partnerships, and the es¬ 
tablishment of brand names in the 
international market. 

The direction of India's export trade 
in the post-Marrakesh period is like¬ 
ly to move in favour of primary com¬ 
modities and their downstream prod¬ 
ucts, as well as textiles and leather 
derivatives. Over the years, 
Hindustan Lever has builtup astrong 


presence in the export of commod¬ 
ity agn products and has been suc¬ 
cessful in establishing a truly inter¬ 
national brand in Indus Valley, 
which IS now being extended 
across a range of food products. 
Additionally, it has built up a suc¬ 
cessful international sourcing busi¬ 
ness in garments and leather pro¬ 
ducts. Three new projects, one in 
speciality leather and leather pro¬ 
ducts, a second in sweet water 
aquaculture and a third in value 
added marine products will be com¬ 
missioned this year. These projects 
will generate significant additional 
export volumes and accelerate the 
growth in export earnings. When 
deployed to procure raw materials 
and ingredients, these foreign ex¬ 
change earnings will improve the 
quality and reduce the manufactur¬ 
ing cost of the products sold in the 
domestic market. 

Over the past four decades, India 
has developed an extensive and 
highly diversified industrial base but 
only at a very high cost, arising from 
insufficient technology inputs and 
needing the protection of a very 
high tariff barrier. The New Eco¬ 
nomic Policy aims to replace the 
import substitution regiihe by a self- 
finanang strategy for imports which 
IS robust enough to stand up to 
international competition. The suc¬ 
cess achieved by this strategy in the 
just concluded financial year should 
encourage the policy makers to re¬ 
move the many anomalies which 
still persist. The GATT treaty will 
ultimately lead to an emphasis upon 
strength and competitive ability in 
the domestic market as the basis for 
enhancing exports. The well diver¬ 
sified export manufacturing base es¬ 
tablished overthe years in Hindustan 
Lever holds the promise of a flouri¬ 
shing growth in its export perfor¬ 
mance under the influence of the 
New Trade Policy. 

This IS the text of the speech delivered 
at »te Annual General Meeting of 
Hindustan Lever Limited held in Bombay 
on April 22, 1994 If you wish to obtain 
this speech in booklet form, please wnte 
to: The Communications Department, 
Hindustan Lever Limited, P O Box 409, 
Bombay 400 001 
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Food Security in South Asia 

Performance and Prospects 

PS George 

The prospects of south Asian countries achieving food security during the coming decades will depend on a number 
of simultaneous measures towards increased food production especially through technological change, population 
control, creating adequate buffer stock and target-oriented programmes for the poor. 


THE concept of food security has under¬ 
gone substantial changes during nearly 
two decades starting with the World Food 
Conference of 1974 which was organised 
in the wake of the world food crisis of 
1972-74. In the early years food .secunty 
implied arrangements for providing 
physical supply of an adequate minimum 
level of foodgrains for the population 
in the developing countries during years 
of normal as well as poor harvests 
[Andersen 1985, Sarris and Taylor 1976, 
Gale 1976, Valdes 1980, Konandreas 1975, 
George 1985]. However, it is now 
recognised that the ultimate aim of food 
security is not only provision for the physi¬ 
cal availability of adequate amounts of 
foodgrains for the entire population on a 
stable basis throughout the year, but also 
to assure that all population including the 
poor and vulnerable sectioits have eco¬ 
nomic access to foodgrains [Bhalla 1993, 
Sarma 1992]. This also implies that 
satisfactory production levels and stabili¬ 
ty of supply should be matched by a reduc¬ 
tion in poverty and an increa.se in the 
effective demand to ensure economic and 
physical access to food for the poor 
[fAO 1987]. This paper reviews the expe¬ 
rience of foixl security in south Asia with 
special reference to Bangladesh, India, 
Nepal, Pakistan and Sri Lanka during the 
last two decades and makes some observa¬ 
tions on the perspectives during the next 
two decades. 

The countries in south'Asia have a num- 
.bef of common features such as high man- 
land ratio, large share of agriculture in 
gross domestic product, high proportion 
of labour force in agriculture, weak in¬ 
frastructure, low per capita income and a 
high proportion of population below pov- 
lerty line [Tyagi and Vyas 1990], The 
legion is also characterised by relatively 
poor natural resource endowment espe¬ 
cially good quality land, low labour pro¬ 
ductivity, low level of yield per unit of 
land and slow growth in cereal production 
during the 60s. Following the land 
utilisation policies influenced by the colo¬ 
nial regime and the severe food crisis in 
the 60s and early 70s, there is an emphasis 
in achieving self sufficiency in foodgrain 


production. Rapid population growth and 
incrca.scd income levels during this period 
has contributed to a substantial increase in 
food consumption requirements, which 
could not be met in full due to slow pro¬ 
duction growth and inability to import 
food on account of unfavourable foreign 
exchange position. Most of these coun¬ 
tries have a high incidence of rural and 
urban poverty. It is estimated that south 
Asia which kccounts for about 30 per cent 
of the population of the developing 
world accounts for about 47 per cent of 
the poor in the developing world [Islam 
1992]. Most of these countries have some 
form of intervention in the foodgrain 
markets to increase the food consumption 
levels of the vulnerable segments of the 
population. 

Food Production Trends 

During the last two decades south Asian 
countries have witnessed some major 
changes in food production. The annual 
growth rate in Bangladesh remained more 
or less the same during 1970-79 and 1980- 
91. Both India and Pakistan had improved 
the annual growth rates during these two 
periods (in India the increase was from 
2.68 per cent to 3.84 per cent and in 
Pakistan it increased from 3.15 per cent to 
4.10 per cent). Nepal and Sri Lanka had 
experienced substantial changes in the 
growth rates. While Sri Lanka had the 
highest annual growth rale in the region 
(4.03 per cent) during 1970-79, it had 
the lowest growth rate (0.09 per cent) 
during 1980-91. On the other hand, Nepal 
had an impressive performance where the 
annual growth rate increased from the 
lowest level of 0.62 per cent during 1970-79 
to the highest level of 4.75 per cent during 
1980-91. 

A comparison of the growth rates of 
population and food in these countries 
indicate that in spite of the high popula¬ 
tion growth during the 70s the growth 
rate of food production in India, Pakistan 
and Sri Lanka exceeded the population 
growth rate, but food production growth 
rate lagged behind population growth 
rate in Bangladesh and Nepal. During 


1980-91 also the situation was the same 
in Bangladesh, India and Pakistan, but 
Nepal improved the position with food 
production growth rate exceeding popula¬ 
tion growth rate and Sri Lanka moved 
in the opposite direction. In terms of 
per capita food production there was a 
negative growth rate in Bangladesh and 
Nepal during 1970-79 but during 1980-91 
growth rate of per capita food produc¬ 
tion was negative in Bangladesh and 
Sri Lanka. 

Cereals accounted for the bulk of food 
energy intake in .south Asia. During the 
70s, the growth rate of cereal production 
lagged' behind population growth rate 
in Nepal only. However, in the 80s the 
growth rate of cereal production in Nepal 
was higher than the population growth 
rate, but the opposite situation prevailed 
in Pakistan and Sri Lanka, which is a 
matter for serious concern. A summary of 
the relative position in relation to popula¬ 
tion, food and cereals is available in 
Table 1 and the details are presented in 
Appendix 1. 


Table I: Growth Rates of Pofulation, 
Food AND Cereals 



Food 

Cereals 

1970-79 1980-91 

1970-791980-91 

Bangladesh 

- 

+ + 

India 

+ + 

+ + 

Nepal 

- + 

+ + 

Pakistan 

+ + 

♦ 

Sri Lanka 

+ - 

+, 


(•f) Production growth rate above population 
growth rate. 

(-) Production growth rate below population 
growth rate. 

Table 2: Domnant Factor Resfonsiblb for 
Growth of Cereal Oinnn- 


1970-79 1980-91 


Bangladesh 

Y 

Y 

India 

Y 

Y 

Nepal 

A 

A 

Pakistan 

Y 

Y 

Sri Lanka 

A 

Y 


(A) denotes area: (Y) denotes yield. 
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An analjniU of ibe factors contributing to 
production increase ofcereals indicates that 
during both 70s and 80s improvements in 
yield accounted for the major share of the 
increase in Bangladesh, India and Pakistan. 
In Nepal during both these periods increase 
in area contributed to the major share in 
laodoction increase. In Sri i..anka, area ex¬ 
pansion was the dominant factor during the 
70s, but during the 80s there had been no 
increase in area and all the production in¬ 
crease was accounted by yield (Table 2). 

The growth rates of area under cereals 
presented in Appendix 1 indicate that during 
the 70 b, the annual growth rate in area under 
cereals ranged between 0.S8 per cent in 
Bangladesh and India and 4.22 per cent in 
Sri Lanka. However, in tiie 80s there was a 
small negative growth in area under cereals 
in Bangladesh, India and Sri Lanka. Nepal 
had the highest growth rate of 3.12 per cent. 
Pakistan bad a positive growth rate of 0.84 
per cent which was below the rates for the 
70s. During the 70s the annual growth rate 
of yield ofcereals was negative in Nepal and 
Sri Lanka (-1.26 per cent and -1.22per cent). 
Though both tliesc countries have reccaded 
positive growth rates of yield during the 80$, 
the absolute levels were still low at 1.42 per 
cent in Nepal and 0.98 per cent in Sri Lanka. 
Bangladesh and India have improved the 
growth rate of yield during these two de¬ 
cades, but Pakistan has indicated a decline 

Table 3: Changes in Vauabiliti of Area. Yield 


ANDOiniVT^I970s lo 1980s 



Area 

Yield 

Output 

Bangladesh 

+ 

+ 

+ 

India 

- 


+ 

Nepal 



+ 

Pakistan 

- 

- 

- 

Sri Lanka 

- 

- 

- 


(•») iadicsies iacreased variability in the 80s 
(-) iadicales reduced variability in the 80s 


Tablb 4; rEBCENTAGB Of Population FOlfillino 
PAO NUTWmON REQUWLMtNTS 



1972-74 

1978-80 

1984-86 

Bangladeah 

80.3 

79.9 

83.2 

India 

9I.S 

96.2 

99.7 

Nepal 

87.5 

90J 

93.2 

Phkiitaa 

89.1 

95.2 

97.1 

Sri Lanka 

97.0 

102.4 

109.6 


Source. PAO 


in the growth rate of cereal yield from 2.63 
per cent during the 70s to 0.89 per cent 
during the 80s. Ibus the extensive phase of 
agrkultural development has ended in south 
Asia, with the possible exception of Nepal. 
While the intensive phase has begun in 
Bangladesh, India and Pakistan in the 70s, 
there are doubts about Pakistan’s ability to 
sustain the growth rates achieved. Nepal and 
Sri Lanka are yet to achieve major increase 
in yield levels. 

To achieve the desired effect of food 
security through stability in consumption 
levels, it is important lo achieve some level 
of stability in domestic production levels, 
especially since the other options of trade 
and aid may have only limited scope in the 
south Asian region. IIk variability in area, 
yield and output of cereals during the 70s 
and 80s was analysed using the coefficient 
of variation. The result of this analysis 
presented in Appendix 2 and the summary in 
Table 3 indicates that the variability in 
outfXJt of cereals increased during tbe 80s in 
Bangladesh, India and Nepal and it has 
declined in Pakistan and Sri lanka. Tbe 
increase in the variability in Bangladesh and 
Nepal was associated with increase in the 
variability of both area and yield, but in the 
case of India yield variability was solely 
responsible for increased output variability. 
Ibe decline in Ibeoutput variability in Paki¬ 
stan and Sri Lanka was associated with 
reduced variability in both area and yield. 

Food Consumption 

Food availability within a country is dc- 
teimincd by local production, changes in 
stock and net elTccts of trade and aid. It is 
generally expected that variability in con¬ 
sumption is likely to be less than the vari¬ 
ability in production as a result of adjust¬ 
ments in stock levels and trade. Among tlie 
south Asian countries, India and Pakistan 
had maintained large quantities of grain 
reserves from internal procurement. Though 
there is an argument that such reserves lie up 
capital needed for infrastructure develop¬ 
ment, there arc strong arguments in favour 
of building up reserves on the ground of 
food security and stability of farm income. 

While data on production of food items in 
the south Asian region are readily available, 
there is a paucity of data on consumption 


mainly due to tlie difBculty m obtaining 
reliable data on stock changes. However, it 
may be noted that during the 70s and 80s, 
souUi Asia witnessed a satisfactory record 
of growth in foodgrain production. Imports 
have not played a major role in the net 
availability except during a few years of 
acute scarcity. Further there is a decline in 
the quantities of foodgrains received under 
food aid. With the exception of a major 
famine in Bangladesh during 1972-73, there 
was no serious food insecurity, which can be 
considered as a famine situation, in the 
soutl) Asian region in the past tvro decades. 

In spite of the fact that food production 
growth rate exceeded population growth 
rate in most of the countries in this regiem, 
the average focxl consumption levels in 
some countries are very low. During 1972- 
74, none of the countries under consider¬ 
ation had met the normative daily per capita 
energy requirements specified by the FAO. 
However, by mid-80s there had been sub¬ 
stantial improvements so that Sri Lanka bad 
exceeded Uie requirements by 10 per cent 
and the shortfall was only marginal in India 
and Pakistan. Bangladesh and Nepal vrere 
still not able to meet ivdequate energy re¬ 
quirements. 

The average energy intake is a poor mea¬ 
sure of food security, especially in the con¬ 
text of a large segment of the population 
remaining below povcily line. It is esti¬ 
mated that the proportion of population 
below poverty line ranged between 24 per 
cent in Pukistanand S1 percent in Bangladesh 
(Islam 1992] and it is this category that 
suffers most on account of instabili^ in 
food availability. Most houseliolds below 
tlie poverty line are facing serious food 
iiisecurily. While it is often recognised that 
the long-term solution for food insecurity of 
poor households is to provide them ad¬ 
equate employment and income opportuni¬ 
ties, there are practical difficulties in getting 
quick results f^rom growtli-oriented income 
policies. 'ITie countries in tiie south Asian 
region have implemented three broad cat- 
egnnes ol programmes, viz, labour-inten¬ 
sive public works programmes, market in¬ 
tervention programmes and special feeding 
programmes [Von Braun 1992]. Both 
Bangladesh and India have implemented 
programmes for creating durable assets 
through public works programmes ibatem- 


Ais^Dix I; Growth Ratls of Population and Production 


Population Orowlh Rale s'_ Food Ptoducliun' jCsisaLttailuclionL .ArfajinderCcrSAl^ 

1970-80 1980-90 1990-2000 1970-79 1980-9! 1970-79 1980-9! 1970-79 1980-91 


1970-79 1980-91 



2.80 

2.70 

2.64 

2.15 

2 24 

3.12 

2.79 

0.58 

-0.02 

2.47 

2.71 


2.16 

2.14 

2.00 

2.68 

3.84 

2.39 

2.99 

0 58 

-0,10 

1.81 

3.11 


2.57 

2.53 

2.30 

0.62 

4.75 

0.28 

4.54 

1.53 

3.12 

-1.26 

1.42 


2.61 

3.63 

2.81 

3.15 

4.10 

3.65 

1.73 

1 02 

0.84 

2.63 

0.89 

Sri Lanka 

1.68 

l^Q 

1.20 

4.03 

0.09 

2.99 

0.97 

4 22 

-0.02 

-1.22 

0.98 


MM.nn« 1001 Tht S»i and Afc Dainbutiont ropulotioHi; 1990 Reviuon. Dcpartnieni of International Economic and Social 
Affaiis, ST/ESA«ER A/122 United Nations., New Ywk. 

2 Derived horn dnu available in FAO Production Year Books up to 1991. 
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ployed rural poor. Market interventi<Mi 
programmes that originated during the sec¬ 
ond world war wm continued in India, 
Bangladesh and Pakistan in the form of fair 
price shops, target-oriented focx! subsidies 
and public distribution system. Sri I .anka 
had also introduced a food stamp programme. 
I^rect feeding programmes, especially for 
the vulnerable segments of population such 
as children and pregnant women, are ^m 
mon in most countries in the south Asia 
region. High cost, leakages and other ad¬ 
ministrative problems associated with these 
programmes have often come in tlie way of 
providing full bencfllsto the needy |x>pulation. 

PaospBcrs op Food Sectjairy 

Based on the developments during thelast 
two decades it is possible to make some 
observations on the prospects of food .secu¬ 
rity in south Asia during the coming decades 
with reference to physical iivailability, in¬ 
stability and achieving household f(x^ se¬ 
curity by the vulnerable sections of the 
population. 

On the aggregate demand side, popula¬ 
tion and income growth are two important 
factors contributing to the growth of food 
demand. According to speculative estimates 
of the World Bank [World Bank 1993], .Sri 
Lanka would achieve a net reproduction rate 
of one by 2000, Bangladesh and India by 
2015, and Pakistan and Nepal by 2030. 'Hie 
UN population projections [United Nations 
1991] indicate that the annual growth rate 
will range between 1.20 in Sri Lanka and 
2.81 in Pakistan during 1990-2000 and be¬ 
tween 1.03 in Sri Lanka and 2.3S in Pakistan 
during 2000-2010. 'Fhus by the turn of the 
century all countries other than Sri l.anka 
will have an annual population growth of 
around 2 per cent or more. Ihe average 
annual growth rate of per capita GNP during 
1980-91 ranged between 1.9 in Bangladesh 
and 3.2 in Pakistan. Assuming an income 
elasticity of around 0.4 for food, it is likely 
that the effective demand for food would 
grow by 3-4 per cent per annum. If the 
poverty alleviation programmes initiated in 
this region achieve the desired goals, the 
growth in demand would be of a much 
higher order. Since it is unlikely that most of 
these countries would generate adequate 
fmreign exchange reserves to finance size¬ 
able commercial import of fo<xl and that 


food aid is becoming less important, in- 
crea.scd efforts should be made to step up 
domestic food production. In the context of 
limited (^portunity for expanding land avail¬ 
able for food pt^uction, most of these 
increases should come from increased yield 
per unit area of land through improved 
technology. Thus the countries in this re¬ 
gion will be required to give mo’e emphasis 
on yield increasing technologies in cider to 
maintain the growth rate of foodgrains above 
the population growth rate. Vigorous efforts 
to .step uppopulation control measures could 
reduce the need for substantial increase in 
land productivity. 

It may be recalled that during the 80s 
variability,in food production has increased. 
In spite of the emphasis on improvements in 
irrigation it is likely that in the coming 
decades variability would either incrca.se 
with the adoption of new technology or at 
best it could remain at the level of the last 
decade. Therefore, measures to stabilise 
local availability assume .special signifi¬ 
cance. As global measures have not found 
much relevance in the region, measures at 
tlie regional and national levels assume great 
importance. Though India, Pakistan and 
Bangladesh have already taken Steps tobuild 
up national stocks, the infrastructural facili¬ 
ties are not fully developed for storage of 
adequate buffcrstock. From apractical point 
of view it may be necessary that the coun- 
tri« in the region create adequate food 
reserves to meet seasonal and annual vari¬ 
ability in production levels within a speci¬ 
fied limit and depend on regional and global 
facilities beyond this limit. 

It has been established that the impact of 
household food insecurity is most serious 
among the vulnerable segments of the popu¬ 
lation. South Asia which accixints for a 
large number of po{>ulation in absolute pov¬ 
erty will be required to continue both direct 
and indirect measures to alleviate poverty 
so that food security can be within the reach 
of these households. Since it is unlikely that 
special employment and income generating 
activities alone can meet this challenge 
within the near future, south Asian countries 
will have to continue their dependence on 
measures for subsidised food distribution 
and direct feeding programmes. However, 
in order to minimise the drain on Ihe exche¬ 
quer, such measures should be strictly tar¬ 
get-oriented and there should be a plan for 


phased withdrawal once the desired house¬ 
hold food security is achieved. Judging from 
the past racperience of such programmes in 
the region, it is important to mobilise ad¬ 
ministrative and political support for such 
target orientation. 'Hie proposed measures 
of decentralisation and local level decision¬ 
making efforts in some of the countries in 
the region could possibly overcome the 
pn^blems involved in effective target-orien¬ 
tation. 

To sum up, the prospects of south Asian 
countries achieving food security in the 
broader sense during the coming decades 
will depend on a number of simultaneous 
measures towards increased food produc¬ 
tion especially through technological change, 
population control, building up adequate 
buffer stock, target oriented programmes 
for the poor and generation of income and 
employment opportunities. 

[This is a revised and enlarged version of a paper 
presented at the 13th International Congress of 
Nutrition, .September 26-October 1, 1993, at 
Adelaide | 
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Aftendix 2: Variability in Area, Yield, Otm-ur ok Cereals 



''l’970-79 

Area 

1980-91' 

Yield 

1970-79 

1980-91' 

Output 


1970-79 1980-91 

Bangladesh 

2.20 

4.08 

8.46 

II 25 

10.57 

11.30 

India 

2.50 

1.98 

7.14 

12.26 

9.09 

12.37 

Nepal 

4.71 

10.93 

8 16 

9.44 

8.07 

18.66 

Pakistan 

3.89 

3.62 

7.89 

4.85 

11.45 

7.63 

Sri Lanka 

15.04 

7.20 

10 03 

6.85 

17.41 

9.11 


Source: Derived from data avaiLible in FAO lYoduction Year books up lo 1991. 
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DISCUSSION 


h 


Secularism and the Intellectuals 

TNMadan 


THE last half a dozen years or so have 
witnessed a heightened interest among Indi- 
w intellectuals in exploring the signifi- 
tattce of the ideas of ‘secularism’ and 
‘secularisation’.This is a welcome develop¬ 
ment for we have been since independence 
living on many unexamined or half-exam¬ 
ined ideas, which have thus become the 
‘foundation myths’ of our times. Secular¬ 
ism ceruunly is one of them. Even today it is 
not clear whether it stands for the rejection 
of religion as ‘false consciousness’, or wheth¬ 
er It means that the state shall treat the 
followers of all religions equally, without 
discriminating against some or favouring 
others. The ambiguity of connotation is 
sometimes sought to be overcome by em¬ 
ploying the phrase ‘Indian secularism’ to 
denote the combination of a multi-religious 
society and the non-discriminatory state. 
This and other aspects of secularism merit 
close and critical scrutiny. Andre Beteille’s 
article ‘Secularism and the Intellectuals’ 
(£FW, March 5, 1994) is one of the more 
thoughtful and lucid expositions of the sub¬ 
ject that I have read recently. I trust it will 
generate a useful discussion. 

Personally, I agree with the general dinist 
of Beteille’s argument and also with most of 
the points that comprise it. Some of my 
emphases would be different, however. 
Also, I think a few misunderstandings should 
be removed. This has become necessary 
because Beteille has constructed his argu¬ 
ment partly 'n response to a lecture entitled 
‘Secularism in Its Place’ that I delivered in 
1987 and which was published later that 
year [Madan 1987]. Since then I have pub¬ 
lished a number of essays on secularism, 
fundamentalism and religion (e g, Madan 
1989, 1991. 1993], developing my argu¬ 
ment which I had introduced in a couple of 
earlier articles [e g, Madan 1986], but Beteille 
has not taken notice of any of these except 
fleetingly of a newspaper article [Madan 
1994] Obviously, his interest lies in a par¬ 
ticular aspect of my argument rather than in 
it as a whole, but this has resulted in the 
misunderstandings I mentioned above. 

Let me recall that ‘Secularism in Its Place’ 
was written eight years ago at a time when 
most secularists seemed complacently con¬ 
fident that ‘scientific temper’, the mantra 
given by Jawaharlal Nehru, would, if vigor¬ 
ously propagated, fulfil its promise of estab¬ 
lishing secularism in India. There were not 
many intellectuals then who either showed 
awareness of the limitations of secularism 
as a worldview or displayed any great un¬ 


ease about the recrudescence of religious 
fanaticism in the form of communalised 
politics or fundamentalist movements. Al¬ 
though Punjab was already in violent tur¬ 
moil and the Shah Bano case had attracted 
wide attention, the future of the nation, 
judged by the prevailing discourse on .secu¬ 
larism, did not seem to be in greater jeopar¬ 
dy than before. In any case, the remedy was 
secularism and more secularism. To the best 
of my knowledge only a few intellectuals 
had dissented with this dominant discourse, 
Ashis Nandy [1981, 1985] being the most 
notable among them. 

I myself had begun to feel apprehensive 
that the secularist discourse tended to un¬ 
derestimate the staying-power of religion in 
society and also ignored the fact that reli¬ 
gion itself could be a powerful resource in 
the struggle against religious extremism. I 
did not believe then, and do not do so now, 
that what needs explaining is religious toler¬ 
ance rather than its opposite. The invitation 
to address a special session at the annual 
meetings of the American Association of 
Asian Studies, at which Asianists from many 
parts of the world were, expected to be 
present, afforded me an excellent opportu¬ 
nity to present my views on the prospects of 
secularism in India. I did so in a deliberately 
provocative but carefully-worded text, and 
it did make an impact, although of course 
not everybody agreed with me. 

As Beteille has pointed out, I expressed 
doubt about the success of scculansin as a 
worldview, as a political ideology, and as a 
socieul blueprint. What he has not done, 
however, is to cite the reasons 1 gave for my 
conclusions. Several other critics have sim¬ 
ilarly quoted the statement in question in a 
truncated form [e g, Bailey 1991:226; Baxi 
1992:89]. The omission is grievous. Let me 
therefore put the record straight and quote 
the part of the argument that has been left 
out by Beteille and the others. 

It [secularism] i.s impossible as a credo of life 
because the great majority of the people of 
south Asia are in their own eyes active 
adherents of some religious faith It is im¬ 
practicable as a basis for state action either 
because Buddhism or Islam have been de¬ 
clared slate or state-protected religions, or 
because the stance of religious neuuality or 
equidistance is difficult to maintain since 
religious minontics do not share the major¬ 
ity’s view of what this entails for Ihc state 
And it is impotent as a blueprint for the future 
because, by its very nature, it is incapable of 
countering religious fundamentalism and 
fanaticism [Madan 1987; 748]. 


It will be seen that what occurs in my text 
primarily as a statement of the facts on the 
ground and only secondarily as my interpre¬ 
tation of them, appears, b^-ause of partial 
quotation, as an acerbic ideological attack 
on .secularism. Now, I do have my reserva¬ 
tions about this Enlightenment ideology, 
more so about the received wisdom regard¬ 
ing It, and so have many otifer scholars (e g, 
Toulmin 1990], The statement in question 
was intended to state some of them and to 
draw attention to their implications tor the 
Indian political experiment. A couple of my 
critics have, however, jumped to the conclu¬ 
sion that, since I have reservations about 
secularism as presented in the prevailing 
discourse, I must therefore be a supporter of 
communalism. This is patently absurd. 

To return to the lecture itself, I had cau¬ 
tioned dogmatic secularists that in a democ¬ 
racy it is not easy fur a minonty to impose its 
will upon the majority. Beteille has referred 
to this argument also. There is, however, a 
double misunderstanding here. First, I did 
not say that the secularist minority was 
trying to impose seculansation upon the 
majunty; what I mentioned specifically was 
the ideology of secularism. I agree with 
Beteille that it is ‘useful’—I would say it is 
imperative—to distinguish between 
secularisation (in Beteille’s words, “a social 
process that unfolds itself on its own, as it 
were”) and secularism (“an ideology that 
.some members of society strive consciously 
to espouse and promote’’). I myself have 
made this very distinction several times 
over in my writings. For instance, 1 distin¬ 
guished between seculansation as a ‘pro¬ 
cess' and as a ‘thesis’ in the 1994 newspaper 
article to which he refers. I agree with him 
that not all of the seculansation that has 
occurred in Indian society “has been the 
work of a minority of intellectuals deter¬ 
mined to impose their will on unsuspecting 
masses of people" [Beteille 1994:560]. I do, 
however, maintain that those intellectuals 
who proclaim that religion is not only a 
‘fake’ but also necc.ssanly evil, and there¬ 
fore present .secularism as a morally superi¬ 
or sotenology, are trying to impose their 
will on the people. 

Beteille makes a further point, namel;^, 
that “those who wrote [the Indian] Constitu¬ 
tion were more representative [of the Indian 
people) than the authors of the 
Dharmashastras” (ibid). This is obviously 
true, but my argument was not about the 
rcpre.scntativeneii!i or othcrwi.se of the secu¬ 
larist minonty; my argument was about the 
secularists being a minority and about the 
limitations which a democratic polity plac- > 
es upon the elected representatives of the < 
people. They can lose their mandate to 
represent and may not therefore espouse 
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positions that their supporters reject or about 
which they feel unenthusiastic. The 1993 
assembly elections sent precisely this warn¬ 
ing to Bjp. The issue, let me reiterate, is not 
of representativeness but of authority and 
influence. I do not think we have much 
evidence that the secularists have either of 
these in a greater measure than all their 
opponents. 

To draw attention to the limitations of the 
original ideology of secularism and its Indi¬ 
an version, and of their promoters, does not 
necessarily imply that one rejects the ideol¬ 
ogies totally or the institutions that embody 
them. Critiques may well result in the 
strengthening of the institutions concerned 
if the necessary corrective or reinforcing 
measures are carefully put in place. Beteille 
alleges that I believe that “the attempt to 
adapt [secularism] to the Indian environ¬ 
ment is a snare and a delusion” (1994; S60). 
Actually what I am more sceptical about is 
the easy confidence of secularists regarding 
unproblematic adaptation. It was in this 
context that I made a distinction between 
transfer' and 'tianslation' of ideas [Madan 
1987: 754]. 

Beteille concludes; "How we view the 
prospects for the co-existence of religious 
and secular ways of life will depend in pan 
on how we think of religion”! 1994; 561). 
My position on this may be quoted from the 
penultimate paragraph of my lecture: "the 
only way secularism in south A.sia, undcr- 
sto^ as interreligious understanding, may 
succeed would be for us to take both reli¬ 
gion and secularism seriously, and not reject 
the fenmer as superstition and reduce the 
latter to a mask for communalism or mere 
expediency. Secularism would have to im¬ 
ply that those who profess no religion have 
a place in society equal to that of others, not 
higher or lower'’[Madan 1987; 758, empha¬ 
sis added]. 

But there is something else also that wor¬ 
ries Beteille deeply, and this merits atten¬ 
tion. “What causes the most anxiety to sec¬ 
ular intellectuals is a conception of religion 
which demands that every aspect of every 
individual’s life be brought under religious 
scrutiny and control” [Beteille 1994: 562], 
He refers to it as the ‘totalising aims’ of 
religion, more demanding in some cases 
than in others. The crucial question is, he 
writes, “how much space will be allowed 
within society by doctrinaire religion for the 
growth of secular ideas and institutions” 
(ibid: 564). I agree that this is a key question 
and, as Beteille acknowledges, applies to all 
doctrinaire ideologies, religious a.s well as 
secular. 

Now, it seems that I did perhaps over¬ 
emphasise the holistic charactci of tradi- 

‘tional relgioms, particulaily Hinduism, in 

. the 1987 essay. Both Beteille and I-Ci Bailey 

[ assert this in their critiques. Quoting fiom 
my essay ’Religion in India' (1989). Bailey 

i 
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points out that when I write that “religion is 
constitutive of society, and the traditional 
vision of life is holistic”, I can be understood 
as saying that ‘society is religion, an ideol¬ 
ogy’ [Bailey 1991: 223], An almost identi¬ 
cal sentence exists in ‘Secularism in Its 
Place’; “For Gandhi religion was the source 
of absolute value and hence constitutive of 
social life” [Madan 1987: 752]. 

It seems that in the passage from the 
concrete case (Gandhi’s position) to the 
general thesis (holistic character of Hindu¬ 
ism) I may have overstated my argument. It 
would obviously be a throw-back to an 
untenable Durkheimian sociological extrem¬ 
ism to envisage a society in which the 
secular is non-existent, and I did not mean to 
propose such a monistic thesis. In ’Religion 
in India’ I wrote; “the point is not that the 
religious domain is not distinguished from 
the secular, but rather that the secular is 
regarded as encompassed by the religious” 
[Madan 1989:116]. 

I would like to emphasise that I do not 
read the Hindu tradition (so-called) as a 
denial of the existence of what may be called 
secular elements, but rather as a statement 
of a particular kind of relation between the 
religious and the .secular, namely, the hier¬ 
archical (encompassing of the contrary). 
Although I use the language made familiar 
to us by Louis Dumont, the idea of encom- 
passment itself may be derived from the key 
concept of punishartha, or the triple goals of 
human endeavour (dharma, artha, kama) as 
presented in, say, the Arthashastra or the 
Manusmriti. 

Moreover, my reference to the tradi¬ 
tional view of the hierarchical relation¬ 
ship of the sacerdotal and the royal func¬ 
tions is relevant to the extent that the 
Hindu tradition does not provide us with a 
dualistic view of the kind which Chris¬ 
tianity does, although it admits of a diver¬ 
sity of religious traditions within its broad 
framework and outside it. The Christian 
distinction between the sacred and secular 
domains (two kingdoms, two cities, two 
swords, etc) is widely held to have con¬ 
tributed to the success of the modern ide¬ 
ology of secularism in the west. As 1 
pointed out in ‘Secularism in Its Place’, a 
Hindu or a Sikh, or a Muslim for that 
matter, would find it more difficult to 
make sense of the notion of ‘privatisation 
of religion’ tha.i, perhaps, a Christian does. 

This does not mean that Indians have 
first to be converted to Chnstianity before 
they may be expected to appreciate the 
virtues of secularism in the sense of its 
being the ideology of secularisation. It 
only draws attention to the need for great¬ 
er effoits on the part of Indian intellectu¬ 
als to clarify the notio.i of secularism in a 
cuniexi-.scnsitive manner, drawing upon 
India's pltii.ilisl traditions. Contrary to 
what Beteille seems to think, there is 


sufficient historical and ethnographical 
evidence that it is the masses of this coun¬ 
try, Hindus and Muslims alike, who are 
comfortable with religious pluralism and 
indeed practise it. The traditional elite, 
from whom the great majority of today’s 
intellectuals are descended, disapproved 
of such pluralism as the superstitious ways 
of the masses. 

Not only have Indian intellectuals to make 
greater efforts to clarify the notion of secu¬ 
larism, they also have to devise the most 
effective ways of communication, carrying 
the people with them, although not in the 
manner of politicians. Unless theV do this, 
the intellectuals will succeed only in con¬ 
vincing one another. Secularism has to be 
rescued from the preventing semantic 
conflation, but this should not mean the 
imposition of one pailicuiar meaning on it. 
And it has to be made into a natirmal ethos. 
This will take doing and it will take time. As 
Beteille puts it, “Secularism had become a 
shibboleth in Nehru’s India, and it is the 
intellectual’s obligatirm to bring every shib¬ 
boleth under scrutiny” (1994:559). And this 
IS precisely what I meant to convey through 
the title as well as the text of my 1987 
lecture, ‘Secularism in Its Place’. I am not 
therefore sure that I understand why he 
found the idea ‘strange’. 
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We help Nature keep her true colours. 


A.S reputed manufacturers of vital 
chemicil produas, we’ve been in the 
forefront of promoting safety and 
environment proteaion. 

Our commitment to preserve the 
environment, improve safetv' and 
enhance the health and welfare of our 
employees and the surrounding 
community manifests itself in every 
facet of our operations ■ right from 
our choice of technology to process 
selection and engineering design. 

Effluent treatment plants at both 
our factories render liquid wastes 
harmless. Sophisticated pollution 
abatement equipment keep emissions 
within tolerance limits. 

Our RitD wing develops products 
that are environment friendly, 
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searches for ways to recycle waste and 
constantly evaluates the effeaiveness 
of our own pollution prevention and 
control efforts. 

We’ve designed education 
programmes to inform, train and 
encourage our employees to aaively 
participate in achieving .safety and 
environmental protection gtals; safety 
inspections and .safety audits to assure 
continuous control; and, onsite and 
offsite disaster control plans to aid 
effective respon,se to a wide range of 
emergencies. 

It’s all part of our integrated effort 
to keep our operations safe and 
harmless. 

And to ensure that we help 
Nature keep her true colours. 
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Communal Consciousness 


To what extent do different cross-sections of society share the 
communal ideology which provides legitimacy to communal riots? To 
understand this, wc need to explore people's perceptions and opinions 
on the communal division and related issues. A study of individual 
identity and communal consciousness and how they get manifested 
in the political arena based on a survey in Surat city. 1133 

Waiting for FDI 

Inflow of foreign direct investment into India is likely to increa.se, 
hut this is contingent on the maintenance of high rates of industrial 
growth. Even so, inflows anywhere near the Chinese level seem quite 
out of the question. By contrast, international subcontracting by 
foreign firms could play a major role in India's manufactured export 
growth. This is an aspect which has attracted little attention in 
terms of policy. 1141 


Food in Russia 

The maintenance of living 
standards, public health, even 
life itself are gravely threatened 
by the scarcity of food in 
Russia. These circumstances 
are more the product of the 
unaffordabiiity of food than 
its absolute unavailability. 1147 

Changing Agenda 

Internal positions in the 
women’s movement need to be 
redefined as the external 
reality changes or else the 
movement will become 
redundant in the face of the 
newer challenges. This is a 
major lesson of the riots in 
Bombay following the 
destruction of the Babri 
masjid which dealt a severe 
blow to the premise that 
women have a separate 
existence away from their 
communal identity. _ 1123 

High Cost 

All that the railways’ 
accelerated gauge conversion 
programme is likely to achieve 
is to extend the facility of 
br.oad gauge travel to people 
of some favoured areas, but at 
the cost of irreparable damage 
to the railways’ finances 
and to real capacity 
expansion. 1109 


No Celebrations 

January 1, 1994 was to be 
celebrated in Mexican 
history as the opening day of 
the North American Free 
Trade Agreement. The rebellion 
in Chiapas changed all tliat. 1119 

Questioning Liberalism 

Intellectual and political debates 
since the 1980s have focused on 
the increasing inability of the Indian 
state to manage the economy and 
respond democratically to pluralist 
pressures. Although the points of 
departure are many, what is 
suggested is a new political agenda 
for the slate, one that entails a 
redefinition of its underlying 
liberal principles. 1112 

Broadening Movement 

The peasant movement in Bihar 
which began on the issues 
of the most depressed sections 
of the landless peasantry has< 
now caught the imagination 
of wider masses in Bihari 
society. 1111 

Children’s World 

The authors of the UNICEF’s 
annual Slate of the World's 
Children reports do not, for the 
most part, swallow the nostrums 
of the World Bank, so eagerly 
lapped up by our own 
policy-makers. 1116 









LETTERS TO EDITOR 


Education and Women’s 
Empowerment 

WHILE generally agreeing with the propo¬ 
sition that education of women in develop¬ 
ing countnes helps them to take an active 
pan in socio-economic development, and is 
a critical factor in reducing fertility levels 
and infant monality, one should not run 
away with the impiession that education 
alone is good enough to reach these objec¬ 
tives. At the ‘fklucation for AH’ summit of 
nine high population countnes in Delhi, the 
question of gender gap in st htmling came up 
at a panel discussion on git Is' luid women’s 
education, population issues and women’s 
empowerment. 

The educational situation ot girls and 
women at the giound level in most of the 
developing countnes diverges considerably 
from the norms .set, .ind the i helot ical clatms 
made, by the govemmenis of ihc.se coun¬ 
tries. The majonty of 'out of .school chil¬ 
dren’ in these countnes .ire girls Of the 948 
million illiterate adults worldwide, over 60 
per cent arc women—the bulk of whom, 
needless to add, are concentrated in the 
developing countries. According to 
UNESCO estimates, m south Asia, sub- 
Saharan Africa and the Arab states, two nut 
of every three women do not have basic 
literacy skills. 

As for the causes at this gender disparity, 
a number of reasons were cited at the above- 
mentioned panel at the education summit. 
In many societies girls simply do not have 
any value other than (heirrcpioduciivc func- 
uon, as a result of which parents do not 
‘invest’ in the girl child from whom they 
expect no return on their investment; even if 
educated, or trained in vocational skills, 
these girls, their parents feel, will get em¬ 
ployment only in maiginal enterpnses with 
scant remuneration; since girls will get 
married off into other families anyway, it is 
useless to invest scarce resources (of poor 
parents) in educating girls who will be of no 
help to their parents. From this list of iden¬ 
tifiable causes of the ‘gender gap' in educa¬ 
tion. one may infer that poor parents in 
developing countries treat their girl childicn 
not as objects of parental ulfcction. hut by 
the yardstick of their utilitarian value—or 
Its absence 

But It IS not as simple as th.it As one of the 
panelists at the Delhi summit - -Niihs .Sadik 
of the UNFPA—.iddcil, perhaps .is an alter- 
thoughl “It should .ilso be noted that even 
when parents are inclinc'd to send theirdaugh- 
lers to schools, olien the school situation is 


unfavourable—for example, the distance is 
iiw great, the facilities are inadequate fur 
girls’ needs, female teachers arc lacking, 
and the curricula arc poorly designed.” Is it 
then the traditional patriarchal values (often 
internalised by the women themselves) or 
the lack of infrastructural administrative 
facilities that obstruct the access of girl 
children to literacy and schools—or both? It 
IS necessary to go into these twilight areas of 
literacy and primary education piogrammes 
for girls and women. 

Further, even when literate, or employed, 
do women automatically get empowered to 
take control of their lives? The only panelist 
who raised this questiem at the Delhi summit 
was Shabana Azmi, who gave a rictionaliscd 
account of the real life situation of a literate 
maidservant employed in a Bombay house¬ 
hold who maintained her entire family by 
her earnings, and yet had to face harassment 
from her husband, an unemployed drunk 
who regularly beat her up. This is a common 
fate of female domestics in the metropolitan 
cities. As long as oppressive social values 
(c g, sanction and acceptance of male dom¬ 
inance) prevail and opportunities for inde¬ 
pendent living are denied, employment or 
liietacy alone cannot bring empowerment to 
women. Instead of facing squarely this basic 
problem that was pu.sed by Shabana Azmi, 
the capital’s press corps covering a news 
conference pounced upon her for using liv¬ 
ing characters for fictitious purposes. Thus, 
the main topic was turned into a non-issue 
with the reporters flying off at a tangent, 
which again proves the point that even in the 


profession of journalism, education or em¬ 
ployment alone does not make newspersons 
sensitive to controversial social issues, as 
long as the craze for trivialising serious 
subjects prevails in newspaper columns. 

AReadek 

New Delhi 

On Secularism 

ANDRE BETEILLE’s article ‘Secularism 
and Intellectuals' (March S) is no doubt 
enlightening. His earnest efforts to give an 
expoiution of the distinctions between secu¬ 
larism and seculansation could be consid¬ 
ered positively provoking. However, the 
article dues not indicate the indelible impact 
of the Renaissance and the French and 
Russian revolutions leading to seculari¬ 
sation. This was responsible for the tremen¬ 
dous transformations giving rise to the stim¬ 
ulating, salutary and sublime sway of hu¬ 
manism reflected in innovative implica- 
ttons of values of life; Liberty, Equality, 
Fraternity, JusUce, Love and Peace. Nor has 
the article brought out the remarkable role 
of Jawaharlal Nehru in giving importance to 
.secularism in the Constitution of India. 

After having read the article, one is tempt¬ 
ed to pose a quesuon; Has Andre Beteillc 
succeeded in making the distinctions be¬ 
tween secularism and secularisation as com¬ 
prehensive as they ought to be? Very few 
will give the affirmative answer. 

T M Gnanapkagasam 

Madurai 
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New South Africa 


S OUTH AFRICA’S first multiracial elections have passed olf 
smoothly, just as, almost unbelievably, has the entire process 
of the country's transition to black majority rule after F W dc 
•S^KLIeik released Nelson Mandela from prison and lifted the ban on 
the African National Congress in I9W. The violence witnessed 
in the run up to the elections died down after the Inkatha Freedom 
Party’s last-minute decision to enter the polls. In the end the most 
serious complaints appear to be only about the slow counting of 
votes. Not bad at all for a country whose racially oppressive 
political arrangements had, till just a few years ago, produced 
such bitter hatreds and bloodshed internally and universal oppro¬ 
brium internationally. 

The results of the elections again have run true to expecta¬ 
tions. With some 15 million of an estimated 22 million votes 
counted at the time of going to press, the ANC is far ahead ot 
the other parties, though somewhat short of wiiming the two- 
^thirds majority in the national parliament which would enable 
Fit to have its own way in framing the country’s permanent 
constitution. De Klerk’s National Party has polled just over 
one-fifth of the votes and Mangosuthu Buthele/i’s IFP about 8 
per cent. The Indians and the coloureds have confirmed their 
known racial biases by voting for the white National Party, 
thereby contributing to the ANC’s loss of two of the nine 
provinces (Kwazulu-Natal to the IFP and Western Cape to the 
National Party). In the other seven provinces, of course, the 
ANC has won most handsomely. The one party to have done 
more poorly than expected is the black radical Pan-African 
Congress, which is perhaps to be attributed, apart from that 
party’s lack of resources compared to the well-oiled election 
campaigns of the ANC and the National Party, to the general 
^conciliatory mood among the blacks in the euphoric atmos¬ 
phere generated by the rapid progress to black majority rule. 
Even Butheiezi's decision finally to contest the elections 
appears to have been forced on him by the dominant sentiment 
among the rank and file and lower level leaders of his party 
against being left out of the polls. 

Momentous as the smooth conduct of the elections and the 
ushering in of majority rule unquestionably are, apartheid was not 
just a political or legal phenomenon. The economic and social 
inequities systematically engineered by white rule go deep and 
will, of course, long surviVfe the le^l and political demise of 
apartheid. And the task of eliminating them will not necessarily 
be rendered more manageable by the essentially peaceful and 
f conciliatory nature of the transition. By taking the initiative in 
formally dismantling apartheid and thereby emerging as one of 
the two architects of the new South Africa, F W de Klerk has in 
faa manoeuvred the whites into a positiontif considerable moral 


advantage, erasing as i( were their long history ol the most brutal 
racial oppression. This is undoubtedly going uuount with Nelson 
Mandela’s government ot national unity in the measures it 
contemplates to curtail white pnvileges 'The ANC has already 
forsworn any significant land redistribution by agiceing that the 
principle of ‘willing seller, willing buyer’ must operate and that 
the white owners should be entitled to lair compensation. Cii ven 
Mandela's understandable emphasis on completing the process 
of national reconciliation, the tasks of racial restitution can also 
come to be so formulated as M benefit essentially the existing and 
aspirant black middle clas.scs A whilf of tins can be caught 
already in the commitment to equalise civil service salaries 
between whites and blacks here and now, much bclorc any steps 
have been thought of, lor in.stance. to protect black tenants of 
white landlords or to improve the condition of black farm 
labourers. The civil service, of course, provides a quick and easy 
means of providing jobs to black youth with the requi.site educa¬ 
tional advantages; the resultant pioliferation of the bureaucracy 
together with the generalising of white salaries and perquisites 
should produce an early flowering of a black middle class and the 
illusion of elimination of racial disparities. 

Nor is the fund of international goodwill for the new South 
Africa going to make it easy for Mandela’s government to resist 
the temptation to look lor quick lesults and short-cuts in meeting 
black a.spirations. llie Clinton administration has already pro¬ 
mised a doubling of US assistance to South Afnca. The IMF had 
in December last year come forward with a $ 849 million loan to 
help compensate South Afnca forexport losses and to heippay for 
food imports made necessary by a severe drought. Both the IMF 
and the World Bank indicated at their recent meetings in 
Washington that they will not be found wanting now that South 
Africa has rejoined the comity of nations its a respectable mem¬ 
ber. With money thus flowing in from outside, at least m the short 
run, the government can be led to believe that, lo and behold, it can 
do a great deal to improve the blacks’ lot -for in.stancc, the 2.5 
million jobs in a decade, the .T,(X).(XK) housing units every year, 
the provision of clean drinking water and electricity to remote 
areas and so on which the ANC has promised in Tts election 
manifesto—with a minimum of unwelcome imposts on the 
whites (and on the swelling ranks of upwiudly mobile blacks). By 
the time the all too severe limits of such economic salvation on the 
cheap are discovered, it may well be too late. While so much 
needs to change in South Afnca, the few exceptions should 
perhaps be the low ratio of foreign debt, the positive balance of 
payments and the proven record ol export growth and import 
substitution with which the country emerged from its penod of 
international ostracism. 
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AKALI UNITY 

Ineffectual 

WHAT IS sipiiiticdm about the latest events 
in Akaii poliiies—-culminating in the so- 
called Amnisar declaration—is not that the 
Akdiis have come together under one um¬ 
brella. Nor even that their Urst and political¬ 
ly must potent demand is toi a separate Sikh 
state. Tor, neither the attempt at unity noi 
the demand is news to those familiar with 
Akali history What is significant is, first, 
that the Akalis have attempted to unify 
under the pressure of a rcligio-political au¬ 
thority, thejathedar ot the Akal Takht. And 
what imbues the event with signific:ince in 
this regard is that not so very tar b.u k they 
had dmntegruted due to the pressure of a 
similar authority—the authority bestowed 
upon different pcisons or a combination of 
them at different points of time by a religio- 
political militant movement. Together, this 
attempted unity and the earlier disintegra¬ 
tion signify that Akiilis .ue not now, nor 
were they in the immediate past, an indepen¬ 
dent political force m their own right: they 
were, and arc. just a potentially available 
political lionl for a leligio-political force 
out to create a theiK-ratic state Which m.tkes 
the religio-political force and not the Akalis 
the pivot around which the Sikh politics in 
the immediate future would move. 

The second point of significance lies in 
this very centrality of the religious authonty 
in Sikh politics that these events once again 
bring to the fore. The roots of this centrality 
go back to the very origins of the Sikh 
community which emerged and took shape 
as a religio-cullural entity as well as a 
political force as the result of a single linear 
process. The power ol the religious author¬ 
ity to shape Sikh politics in our day and the 
absence of a strong secular force which 
could challenge this power from a purely 
political front show that the procc.ss which 
has cemented the leligious and the political 
in the Sikh community continues to operate It 
IS this absence of a large cm High crack between 
the religious and the political in the latter-day 
Sikh tradition that continues to make it differ¬ 
ent from, particularly, the Judaeo-Chrisuan 
traditions which had similar ongins but have, 
over the centuries, succumbed to the 
seculari.sing pressuics of mcxlcmily. 

Since we live in an era in which modernity 
IS either on the wane or has become con¬ 
fusedly mixed with what has come to be 
known as post-modernity, and since this 
latter is characterised by a rc-cfflorescence 
of the religious element m all traditions, we 
are likely to witness, at least for a time, a 
continuation of the inHuence ol the reli¬ 
gious authority tii Sikh politics on a purely 
objective plane Subjectively, however, no 
histoneal force li.is been beyond the nuKlcr- 
aling pressuics ot a counter force. In the 
context ot Punjab, il such a counter-force 
has not yet fully cmcigcd from within Sikh 
politics, or il 11 h.is laileil so lar to strengthen 


ikself sufficiently to adequately exert against 
the powerful rcligio-political authority— 
the tcfusal ot Purkash Singh Badal so far to 
join the iiml led Akali Dal and the statements 
of Akali Ual (iaingowal) general secretary, 
Kanwaljit Singh, against the nature of the 
current unity moves show that the elements 
of such a counter-force do exist, howsoever 
tentatively and weakly, within the Sikh and 
Akali commuiiilics—then these pressures 
must come from outside Sikh politics. These 
pressures, needless to say, must be demo¬ 
cratic and secularising in their essential 
make-up, for such precisely arc the ele¬ 
ments missing in current Sikh politics. Fi¬ 
nally. to the extent that these moderating 
pressures would have to come from other 
political cntities/formalions, to that extent 
the Akalis, despite their si/.eable numerical 
presence <uid following, would substantive¬ 
ly remain marginal in the overall politics of 
Punjab. This holds a lesson for the Akalis. 

VSNL FIASCO 

Lessons to Learn 

THE events leading up to the deferment of 
the much publicised $ I billion Euro issue 
by Videsh Sanchar Nigam (VSNL) should 
provide yet another warning of the untena- 
bility of hasty and wrongly-sequenced re¬ 
form. Though there are many proximate 
causes of the fiasco linked to developments 
in the domestic and foreign financial mar¬ 
kets, the root cause lies in the government’s 
unsustainable economic jwlicics—an obvious 
consequence of pandering to the appetites of 
foreign investors and fund managers. 

Initially VSNL was to raise $ S(X) million 
(Rs 1,500 crorc) through the Euro issue, 
which amount was itself considered 
high, but the department of telecommunica¬ 
tions became mure ambitious towards the 
early part of 1994 and the size of the issue 
was upgraded to $ I billion. At the instance 
of the lead managers, disinvestment of VSNL 
shares in the domestic market in the latest 
phase was avoided so as not to conllict with 
the GDR issue abroad. Many other PSUs 
were al.so allowed to raise money through 
Euro issues in the form of GDRs, though 
Euro bond issues have been discouraged as 
they would raise India’s external indebted¬ 
ness. This was in the wake of the euphoria 
created by the success of .some 25 compa¬ 
nies mobilising about S 2.5 billion through 
issues of GDRs or Euro-convertible bonds 
in 1993-94 and foreign institutional inves¬ 
tors’ sizeable investment in the Indian cap¬ 
ital market. The interest of foreign fund 
managers and Fils in the Indian capital 
market was stimulated by the ultra-liberal 
facilities ottered by the government. The 
tax on dividend or interest accrued to for¬ 
eigners on ihcir holdings of GDRs, Euro- 
coiivcrtiblc bonds and Indian shares and 
securities has been fixed at a flat 10 per cent; 
similarly, they have to pay only 10 per cent 
tax on long-term capital gains on such in¬ 
vestments Initially, there was a two year 


lock-in period for conversion of GDRs into 
shares but this was removed in November 
1992. While foreign fund managers thus suc¬ 
ceeded in creating a sense of euphoria, domes¬ 
tic companies were enthused to mobilise iiinds 
from abroad because, as part of the capita] 
maiket reform, all conditions regarding the 
end-use of funds were done away with. Also, 
interest rates on these bomiwings are much 
lower than those in the domestic maiket. De¬ 
spite the country’s credit rating being low, the 
easy availability of liquidity in the internation¬ 
al financial markets made foreign investors 
look for Indian company floatatiims. 

The government adopted the same ap¬ 
proach when the central catenet accorded 
approval for the $ i billion VSNL issue on 
March 9. The foreign resources were being 
sought as a substitute for budgetary resourc¬ 
es. The telecommunications sector was a 
coveted one among the multinationals and 
hence also among the Euro fund managers. 
At the same time, it’was clear that the raising 
of some Rs 3,0Ci0 crorc through GDRs by 
VSNL had no hasi.s in the organisation’s 
investment programmes. The book value of 
VSNL’s gross fixed assets at the end of 
March 1993 was only about Rs 500 crore. 
The Eighth Plan had proposed for VSNL an 
outlay of Rs 800'crore for the five-year 
penod, that is, Rs 160 crore per year. In the 
Annual Plan for 1993-94, the Planning Com¬ 
mission showed VSNL’s annual expendi¬ 
ture at Rs 397 crorc in 1992-93 and Rs 286 
crore in 1993-94. On the other hand, the 
telecom sector’s total outlay was pushed up 
from Rs 5,073 crore in 1992-93 to Rs 6,324 
crore for 1993-94 and this had to be funded 
almost entirely by the resources mobilised 
by the telecom sector iLscIf. In order to 
justify the Rs 3,000 crorc GDR issue, VSNL 
has now come out with three major new 
projects ouLside the Eighth Plan. 

On the face of it, there arc substantive 
domestic and foreign market causes for the 
VSNL debacle. First, market conditions 
abroad have undergone significant changes. 
When the issue was approved on March 9 
there were already signs of a slump, partic¬ 
ularly in the so-c^led emerging stock mar¬ 
kets, as a consequence of the hardening of 
US treasury rates and a surfeit of interna¬ 
tional equity issues since January this year. 
Investors are interest sensitive and prefer 
US assets when the US economy is doing 
well and yield rates on government bonds 
there are reasonably atiracb ve. Second, prac¬ 
tically every one of the 21 GDR and nine 
Euro bond issues of Indian companies (which 
together raised over $ 2.67 billion) during 
the past IS months has been quoted at a 
discount; the discounts have ranged from 5 
to 40 per cent. Thirdly, domestic stock 
markets in India cxpeilfcnced a downswing. 
Finally, a number of specific factors also 
emerged as constraints on the VSNL issue. 
Apart from the absence of any definitive 
programme for productive use of the funds, 
the original indicative price mandated by 
the cabinet at Rs 1,400 to Rs 1,600 ($ 44.60 
to $ 51.0) per share turned out to be too high 
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and the foreign investors begaft putti ng pres¬ 
sure for the price to be reduced to the range 
of Rs l.JOO to Rs 1,200 per share. The 
foreign managers also rais^ doubts about 
VSNL’s profitability which, according to 
market perception, depended on the volatile 
cost-sharing arrangement laid down by the 
department of telecommunications. Market 
reports indicated that the firm Morgan 
Stanley, which was initially favoured for the 
lead manager status and replaced at the last 
minute by the joint global co-ordinators, 
Salomon Brothers and Kleinwort Benson, 
apparently earned on a campaign to deni¬ 
grate the issue. A secret document circulat¬ 
ing in the European markets, hinting at a 
number of problems with the VSNL issue, 
has been attnbuted to the above source. It 
has also been suggested that the company’s 
shares arc overvalued in the domestic share 
( markets, that the VSNL’s profiis would be 
much lower now because as a corporation it 
would have to pay corporate tax while ear¬ 
lier it was paying only annual dividend to 
the general revenues. Eurthcr, it has been 
revealed, obviously to the dismay of foreign 
investors, that there were serious differenc¬ 
es between the ministei of state for telecom¬ 
munications, Sukh Ram, and the Telecom 
Commission chairman, N Vittal and, fur¬ 
ther, that no drastic reform in the direction of 
privatisation would take place until 
teledensity had reached .3 per cent, probably 
by the turn of the century. All these factors 
have obviously played a role in forcing the 
government to postpone the VSNL issue. 

The lessons to be learnt from the episode 
are wide-ranging. The How of funds into 
third world markets is largely governed by 
the liquidity position in the international 
financial markets. As a result, foreign inves¬ 
tors and fund managers piove to be fair- 
weather friends. When they are in posses¬ 
sion of liquidity, they put tremendous pres¬ 
sure on the governments of developing coun¬ 
tries. In the Indian case, they h^ initially 
refused to respond because they thought that 
the price-earning ratios on the Indian share 
markets were prohibitively high. Then US 
interest rates fell and the second half of 1993 
and early 1994 saw significant fund move¬ 
ments into the Indian and other 'emerging’ 
markets where share prices shot up. The 
further rise in P/E ratios and the country’s 
low credit rating did not evidently deter the 
Fils. Foreign merchant bankers and their 
Indian associates have been arguing that 
even 01 per cent of the trillions of dollars of 
pension and other funds held abroad would 
fetch India more than $ 10 billipn a year of 
portfolio inv«tment. But what the VSNL ex¬ 
perience has also shown is that the attempt to 
grab funds just because they are available can 
boomerang with the smallest of adverse devel¬ 
opments. Now for quite some time the 50odd 
^lo issues planned for this year will face an 
uncongenial environment in the foreign finan¬ 
cial markets as the focus will be on the poor 
industrial and corporate peifoimance here and 
there will also be misgivings regarding India’s 
macro-economic stability. 


KASHMIR 

Certificate Denied 

THE government of India has quite evident¬ 
ly got earned away by its own propaganda 
over its self-proclaimed success at the UN 
Human Rights Commission conference in 
Geneva some weeks back in having con¬ 
vinced all and sundry of the righteousness of 
its ca.se on Kashmir. How else is one to 
account for its expectation that the group of 
11 envoys, eight of them representing coun¬ 
tries which are members of the Organisation 
of Islamic States, would hand it a ginxl 
conduct certificate after a strictly stage- 
managed visit to the valley? 

The least the ministry of external affairs 
could have done was to be disciect. If the 
visit of the group of envoys to Kashmir was 
part of the bargain that had to be accepted at 
Geneva to stave off a formal resolution 
charging India with human rights violations 
in Kashmir, as it undoubtedly was. it should 
have Uied to get it over with as little fuss a.s 
possible. Instead it chose to claim, and the 
claim was as usual lapped up and promi¬ 
nently reported by the country’s press, that 
the envoys' group had returned from Kash¬ 
mir fully convinced of Pakistan's support 
for terrorism there. What is more, it was 
added for good measure, the envoys were 
thoroughly satisfied with the arrangements 
laid out fcv their visit which had left them 
free to go where they pleased and meet 
whomsoever they wished to. To anyone 
with the slightest notion of the situation in 
Kashmir, it was evident that these claims 
had more than a whiff of brazenness about 
them. And now they have boomcranged on 
the government. 

One of the members of the group of 
envoys, Iran’s ambassador in India, has 
been constrained to is.sue a formal statement 
charging the Indian government with “mis¬ 
leading the diplomatic group” and “not ful¬ 
filling the terms” under which the envoys 
had agreed to be taken to Kashmir. Now, it 
the government’s propaganda were to be 
believed, persuading Iran of the justice of 
India’s position in Kashmir had been the 
major success of Indian diplomacy at the 
UNHRC conference, causing that country to 
pressurise Pakistan to withdraw its resolu¬ 
tion against India. In his statement, issued 
by the Iranian News Agency and broadcast 
over Iranian radio, the Iranian ambassador 
to India has pulled no punches: the pre¬ 
arranged itinerary of the envoys’ visit “nev¬ 
er materialised”; they had not been allowed 
to meet the leaders of the Hurriyat Confer¬ 
ence, nor representatives of the people of 
Srinagar nor the ordinary people anywhere 
else; they were not allowed to go to Sopore 
and Bijbehara, scenes of two of the worst 
massacres by the security forces; they were 
also not taken to the Hnzratbal shrine, as had 
been promi.sed, and so were unable to verify 
the Indian government's claim that the army 
siege of the shrine had been lifted. In every 
case, the government of India had pleaded 


security considerations, giving the lie to ils 
claim of the situation in Jammu and Kash¬ 
mir being ncai-normal now. The Iranian 
.imbassador’ s si.ucmcni thus concludes, “the 
Srinagar visit has been incomplete and the 
aim of clarifying the siiiiaiion in Ka.shmiris 
yet to he achieved. In Delhi we were told that 
the situation in Kashmir had improved and 
we had hoped to v i.sit huge ,ucas ot the state. 
The situation is totally upside down." 

C'oidionted w ith the Iranian .imbassador’s 
staicmcnt, Ihe gosernment h.is now sought 
to lake the position that the envoys’ visit had 
never been meant to be a fact-finding mis¬ 
sion What ebe was ii.s puipose then? And 
had not the goveinment itself earlier 
claimed— when it thought it could get away 
w'lih that claim—that the envoys had. after 
their visit, endorsed the government’s posi¬ 
tion in regard to the .situation in Kashmir? 
The fact appears to be that Ihe government 
ha.s liccn led into an embarrassing diplomat¬ 
ic faux /HIS and all because the authorities 
have lost sight of the vast gap between their 
own propaganda md the icalily in Kashmir. 

Another reminder of the gap between the 
two has been provided by the findings of the 
National Human Rights Commission on the 
finng by Ihe Border Security Force on the 
protest march against the army siege of the 
Harrathal shrine on October 22 la.st year in 
Bijbehara town in which at least 37 people 
had been killed and some 73 injured. When 
the massacre occurred the authorities had 
claimed that the BSF had been forced to 
open fire after militants in the crowd had 
started shixiting and this was what had been 
widely publicised by the official media and 
the newspapers. Now, on the basis of the 
evidence before it, the commission has found 
that “there were no armed militants in the 
crowd, the members of which were shouting 
political slogans and slogans against the 
siege of Harratbul shrine by the defence 
forces”. The firing by the BSF had been 
without any provocation and also without 
any warning. Confronted with the commis¬ 
sion’s report, the home ministry has predict¬ 
ably taken the st.md that as “the terrorists in 
Kashmir arc mostly operating from urban/ 
built up areas and are mixed up with 
civilians, the BSF, while tackling the mil¬ 
itants, cannot avoid involvement with the 
civilian population”. The plea is, of course, 
totally irrelevant since what had happened 
in Bi|behara was that the BSF had opened 
fire, in the commission’s words, at ‘-‘an 
unarmed crowd of citi/.ens because the 
latter were shouting slogans and com¬ 
plaining against the conduct of the armed 
forces”. 

The point, of course, is that the conduct ' 
of the security forces in Bijbehara,as in 
countless oihcr instances, was not an aber- ; 
ration; it was essential to the govern- , 
ment’s strategy of 'pacification' of the 
Kashmiri people. But, when the govern¬ 
ment simultaneously seeks certificates of 
good behaviour liom the international <' 
community, some odd situations arc ' 
bound to arise. , 
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IMF-WORLD BANK 

US’s Negative Role 

THE Internatinnal Monetary Fund (IMF) 
and World Bank have juM concluded anoth¬ 
er of their joint semi-annual meetings. In 
recent years the annual and semi-annual 
meetings of the Bretton Woods in.stituiions 
have hcen incrca-singly dominated by three 
tactors: the interests of the industrialuscd 
countries; the stellar performance of the east 
Asian economies and the attempt to impose 
the alleged lessons ol their experience on 
the rest ol the developing world in Asia, 
Attica and Latin America; and the intransi¬ 
gence of the U.S in regard to piactically 
every aspect of the tuiictioning o( the world 
linancial and tiading sy.stems and in partic¬ 
ular the lolcs of the multilateral institutions 

At the latest semi-.mnual meeting there 
were some sharp exchanges on the IMF 
managing diiector's strong case—now be¬ 
ing reiterated foi more than a decade—lor 
the allocation of ailditional special drawing 
rights (SDRs) which has been persistently 
opposed by the US Recommending in the 
Interim ('ommittee that additional SDR 36 
billion be created, Michel Camdessus ar¬ 
gued that in the prc.seni situation wheie 
either countries get fresh SDR allocations or 
reduce imports, “it is an absurdity to con¬ 
strain resources of countries interested in 
buying gixxis to fuel their growth”, particu¬ 
larly at a lime when economic activity is still 
sluggKsh m the industrialised countries. The 
IMF staff has been pointing out how there 
has occurred a shortage ol liquidity in the 
world economy in relation to the growth of 
trade in giHxJs and services and other activ¬ 
ities and further that the available liquidity 
was very inequitably distnhuted with many 
piKir countries facing acute shortages Reit¬ 
erating the tinie woin American stand that 
an additional SDR allocation would cieate 
excess liquidity and produce inllation, US 
treasury secretary Lloyd Bent.sen stone¬ 
walled; “I am not pcisuaded that there is a 
general shortage ol re.servcs of liquidity in 
the world economy. TTierelore, I see no 
ba.sis fora large allocation of .SDRs”. With 
this It was easy lor the Interim Committee 
to shelve the issue for further consider¬ 
ation by the IMF's executive board and 
recommend instead that the developing 
countries should pursue strung structural 
adjustment programmes, ignoring the 
fact that couiitiics in Africa, west Asia, 
.south Asia, and Latin America continued 
to face an uncongenial world economic 
environment. 

Despite the failure to get a fresh SDR 
allocation, the IMF managing director has 
propo.sed the institution of a cofinancing 
trust accounts (CTAs) system ostensibly to 
support both the developing countnes and 
the ‘economies in transition’ of east Europe, 
but primarily to acconimixlatc the pressing 
and large-scale balance ol payments needs 
of the lattui l-.ven with regard to helping the 
‘economies in transition’. Amenca lias been 


dragging its feet. The big bully attitude of 
the US is now being felt in all multilateral 
agencies, particularly when it concerns allo¬ 
cation of funds. It is known how, with its 
veto power, the US has been reluctant to 
reiea.se funds for the quota increases in the 
IMF and World Bank and, more signiticant- 
ly, for IDA replenishment. Even in regard to 
the latest subsidy account of the IMF's 
enhanced structural adjustment facility 
(ESAF) to which 24 developing countries 
have provided 21 per cent of the total contri¬ 
butions and which the IMF managing direc¬ 
tor hailed as representing the broadest pos¬ 
sible participation, the US’s coninbution 
has been only SDR 73 million, while that of 
Britain is SDR 82 million and Japan and 
France SDR 2.S0 million each; India has 
contributed SDR 11.3 million. 

Apart from getting the Interim Commit¬ 
tee to agree to commend a detailed study of 
the systemic nsks associated with highly 
expanded trade in exotic financial products 
called derivatives, the US has proposed and 
got approved by the Development Commit¬ 
tee the .setting up of a task force to review the 
role that multilateral institutions, including 
the World Bank, play in the economic de¬ 
velopment of the third world The hidden 
agenda to constrict the activities of the IMF 
and World Bank became clear when Lloyd 
Bentsen said, “just as these institutions pro¬ 
mote reform m member countries, they 
must also be alert to reforming their own 
administration and operation”. 

It is the same tactic to divert attention 
from more purposeful support for industrial 
and infrasUuctural development and social 
sector activities that was notable in the 
deliberations of the Development Commit¬ 
tee. At the instance of the committee. World 
Bank president Lewis Preston has decided 
to spon.sor a conference in early 199.‘5 to 
study the impact of the Uruguay round on 
the developing economies. Secondly, with 
the aim of focusing increasingly on popula¬ 
tion and social sector issues and thrusting an 
integrated population policy on developing 
countries, the Development Committee 
agreed that the three objectives of develop¬ 
ment that deserved attention were improve¬ 
ment of primary .school enrolment, improv¬ 
ing access to family planning and related 
health services and reduction in maternal 
and child mortality in developing countries. 

PALESTINE 

PLO on TVial 

THE latest agreement between Israel and 
the PI .0, signed after more than seven months 
of protracted negotiations on May 4, is a 
mixed hag. While it concretises Palestinian 
self-rule in Oaza Strip and the West Bank 
town of Jericho, it leaves unresolved many 
of the issues that had delayed this agreement 
in the first place. The agreement neverthe¬ 
less marks a step forward in the process that 
began with the signing of a pact on Septem¬ 
ber 13 last year promising Palestinian self- 


rule in these areas. At the same time, it 
shows that Lsrael is not willing to give up its 
.security interests in these areas even if it 
means compromising the PLO in the eyes of 
the interested Arab states, other Palestinian 
organisations and the Palestinian people. 

Some of the crucial issues which had 
stalled the progress in negotiations were: 
(i) size of the area around Jericho to fall 
under Palestinian self-rule; (2) control of 
the border crossings from the self-ruled 
territories to Egypt and Jordan; (3) future of 
the Jewish settlers in these territories; and 
(4) release of the Palestinian prisoners held 
by Israel. While final decisions on the first 
three issues have for the moment been de¬ 
ferred and negotiations on them will contin¬ 
ue, Israel will vacate the Gaza Strip and 64 
sq km around Jericho within three weeks 
from signing of the agreement after which 
PLO will take charge of these areas. The 
first step towards this wiH be the deploy¬ 
ment of 9,000 Palestiniah police personnel. 
Meanwhile, Israel will release those of the 
8,400 Palestinian prisoners, nearly 5,000, 
who are not involved in the murder of Israeli 
citizens, and who are not members of the 
radical Islamic group Hamas that opposes 
the peace process. 

liie focus of attention will now shift from 
the Israel-PLO negotiations to the self-ruled 
territories of Gaza and Jericho. The clinch¬ 
ing of this deal has opened up imother role 
for the PLO; in addition to continuing the 
struggle for an independent Palestinian state, 
it will now have to govern the territories that 
have been handed over to the Palestinians, at 
least till the elections to the new governing 
bodies are held later this year. Apart from 
putting a new burden on Pl,0’s already 
thinly-spread administrative and manpower 
resources, it will make it vulnerable to a new 
line of attack from organisations tike Hamas 
which will try to project PLO rule as an 
oppressive and, possibly, a comprador re¬ 
gime protecting Israeli interests in the Pal¬ 
estinian territories. 

A lot will depend, in this context, on how 
the PLO governs these territories and what 
kind of governing institutions it puts in 
place or allows to emerge. Given the fanatic 
opposition of the radical groups, it may like 
to deal with them with a firm hand. Howev¬ 
er, the fact that the radicals enjoy a great 
deal of popularity, particularly among the 
youth, and that the PLO will have to face 
elections in a few months may force it to 
adopt a softer and more diplomatic ap¬ 
proach. Those who like to see .the emer¬ 
gence. eventually, of a democratic Palestin¬ 
ian state, would pitch their support, no doubt, 
to the latter course. They will have to temper 
their optimism with caution, for Yasser 
Arafat is known to be a man with authoritar¬ 
ian leanings, a fact which is resented within 
the PLO. This indicates another question for 
the observers of Palestine to po^er. In the 
new environment that has now been created 
in Palestine, how long will Arafat remain 
the dominant leader in-charge of Palestinian 
as well as PLO affairs? 
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IN THE CAPITAL MARKET 


EPW Research FoundatkMl 


I El Woollens 

GEE EL WOOLLENS is entering the capi¬ 
tal maricet on May 11 with a public issue of 
40.18 lakh equity shares ofRs lOeachatpar. 
The issue is being made to part finance its 
R$ 4.82 crorc project for expansion of spin¬ 
ning capacity from 600 tpa to 1,500 tpa as 
also for setting up a tufted and loom carpet 
unit by way of forward integration. The 
project is being set up at Bikaner in Rajasthan 
and is expected to go on stream in Septem¬ 
ber this year. The company's equity which 
stands at Rs 33 lakh at present will go up to 
Rs 4.4 crorc after the issue. The lead mana¬ 
gers to the issue are SBI Caps and POL 
^ Leasing. Gee EL has reported a turnover of 
Rs 1.75 crorc and a net profit of Rs lO.SIakh 
for the nine-month period ended September 
1993. it has projected a turnover of Rs 4.1 
crore and net profit of Rs 30 lakh for the 18- 
month period ending September 1994. 

Kesari Chemicals 

Kesari Chemicals (KCL), a company en¬ 
gaged in the manufacture of H-acid, a dye 
intermediate, is undertaking a forward inte¬ 
gration project into black-B (a reactive dye) 
and is also modernising its H-acid capacity. 
The former project is expected to entail an 
I investment of Rs 3.05 crore arid the latter of 
Rs 1.5 crore. To partly meet the cost of the 
two projects, the company has entered the 
capital market on May 5 with a public issue 
of 34.03 lakh equity shares of Rs 10 each at 
par. The issue closes on May 10 and is lead 
managed by Sterling Securities. The com¬ 
pany’s equity after the issue will go up to Rs 4 
crore tiom Rs 60 lakh at present. While the 
H-acid modernisation project is expected to 
be completed by next month, the forward 
integration project is expected to go on 
stream by October. The company has pro¬ 
jected a turnover of Rs 7.3 crorc and a net 
profit of Rs 87 lakh for 1994-95. 

Jai Mata Industries 

Promoted by Jai Mata Rolled Glass. Jai 
Mata Industries is setting up a project to 
manufacture coarse cotton yam of 4s to 14s 
count. Ihe project cost has teen estimated at 
Rs 8.5 crore and it is being funded entirely 
by equity. To this end, the company is 
entering the capital market on May 9 with a 
public issue of 81.34 lakh equity shares of 
Rs 10 each at par. The promoters will have 
a 30 per cent share in the post-issue equity 
capital of Rs 8.2 crore. The i.ssue is being 
le^ managed by SBI Caps and PNB Caps. 
The project is being set up at Rohtak and the 
company claims that it will be able to sell its 
entire output of 3,000 tonnes in Panipat, 
Sonepat and Ludhiana. According to projec¬ 


tions, the company is expected to post a net 
profit of Rs 1.4 crorc on sales of Rs 8.8 crore 
in 1994-95. 

Lakshana Cotton 

Part of the Sri Ramakrishna group of 
Coimbatore, Lakshana Cotton Spinning Mills 
has been manufacturing cotton yam since 
1982. It now proposes to enhance iLs capacity 
from 19,512 spindles to 22.392 spindles in¬ 
volving a capital outlay of Rs 2.9 crore. To part 
finance the project, the company entered the 
capital market on May 5 with a public issue ol 
22.20 lakh equity shares of Rs 10 each at pur. 
Lead managed by Ceat Financial and 20th 
Century Finance, the issue closes on May 10. 
Having posted losses for two years, the compa¬ 
ny is optimistic of a net profit of Rs 75.8 lakh 
for 19^95 on net sales of Rs 10.3 crore. The 
project is scheduled to commence commercial 
production in April 1995 though the company 
is confident of advancing this to October this 
year. 

Vivid Chemicals 

Originally set up to manufacture beta naph- 
thol, a raw material for lobias acid which is 
a dye intermediate. Vivid Chemicals started 
manufacturing lobias acid itself. It is now 
augmenting its capacity'of tobias acid from 
720 tpa to 960 tpa at a cost of Rs 2.1 crore. 
To part finance the project, the company is 
coming out with a public issue of-16.30 lakh 
equity shares of Rs 10 each at par of which 
one lakh shares have been re.scrvcd for 
NR Is. However, it has been found that the 
expansion project is expected to entail an 
expenditure of only Rs 23 lakh and the 
remaining part of the funds will be used to 
repay Rs 1.36 crorc institutional dues. The 
issue opens on May 10 and is being lead 
managed by PNB Caps. The company's 
equity will go up to Rs 4 crore after the issue 
from Rs 2.4 crore at present 

Sheetal Filaments 

Sheetal Filaments, promoted by Omprakash 
Verma and family, who have interests in 
two companies. Sheetal Organisers imd De¬ 
velopers and Sheetal Fibres, is entering the 
capital market on May 10 with a public 
issue. The company is offering 21 .57 lakh 
equity .shares of Rs 10 each at par oi which 
five lakh shares have been reserved for NRIs 
and another four lakh shares lor mutual 
funds. The issue is being made to part fi¬ 
nance its Rs 5 crore draw-twisting unit with a 
capacity of 470 tonnes per annum and si/ing 
yam unit having a capacity of 500 tonnes per 
annum. Both the units have alrc<uJy com¬ 
menced commercial production and the com¬ 
pany has pmjected sales of Rs 10.4 cnirc with 


net profit of Rs 1.04 crore for 1994-95. The 
company's equity after the issue will go up to 
Rs 3.4 crore up from the present Rs 1.2 crore. 
The management also has plans of merging 
.Sheetal Organisers and Developers, which is 
in the construction and textunsing business, 
with Sheetal Filaments. The lead manager to 
tfie issue IS Bank ot BarixJa. 

Moneycare Finanz 

Moneycarc Finan/, India's first specialist 
portfolio managei, is enicnng the capital 
market with a public issue of 28,00,000 
equity shares ot Rs 10 each at par aggregat¬ 
ing Rs 2.80 lakh. The company is tapping 
funds from the capital miukct to finance the 
setting up of a branch infrastructure at var¬ 
ious locations both'within and outside the 
country to sell the company's products and 
services and the acquisition of infor¬ 
mation technology equipment The 
issue ripens on May 27 and the lead man¬ 
ager IS Kotak Mahindra Finance. At 
present the company deals through four 
stock exchanges —Bangalore, Bombay, 
Madras tuid Hyderabad— and has a network of 
biokcrs to support its secondary market c^r- 
ations. However, tlie c(>mpany is currently 
investing only in c(|uily markets. For the first 
10 months of 1993-9‘f, the company has posted 
a loss ot Rs 15.4 l,ikh on total income of 
Rs 17.4 lakh. However, according to projec- 
Uons made by the .State Bank of Mysore, 
Moneycare will show a net pnifit of Rs 89.74 
lakh on gross income ol Rs 755.8 lakh in 1995. 

Interlink Petroleum 

Intcilink Petroleum (IPL) has entered the 
capital market on May 4 with a public issue 
of 68 lakh equity shares of Rs 10 each at par 
to part finance its Ks 10 crore project for 
providing seismic surveys The issue is 
being lead managed by .S M Finance. Pro¬ 
moted by John Koshy and associates. 
Interlink Pciiolcum wa.s set up to provide 
services related to the oil sector, including 
seismic suiveys and work over operations, 
in technical collaboration with Zapad- 
nellegcofi/ika (ZNGF) of Russia. The 
latter also has a financial stake in IPL to the 
extent of 28 per cent of its equi^r, IPL has 
signed three Molls One. with ZNGF and 
Grynberg Pnxluction Corporation of the 
USA lor the development of Boqueron 
High oil field at Paraguay in South 
America, two. with Hindustan Oil Bxplo- 
lation Company for oil field services work; 
and three, with ZNGF for carrying out 
seismic work for their ongoing contracts 
in Iran, Ir.tq, North Korea and Vietnam. 
After the public issue, the company's equity 
will go up to Rs 7 erore from the current 
Rs 20 lakh. 
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CURRENT STATISTICS 


EPW Research Foundation 
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1739 3 

7011 

2421 

4825 

1957 

3738 

2083 

scmi-precious stones 

( 11 . 9 ) 


(10 5 ) 


(H 1 ) 


( 10 . 1 ) 


( 8 . 7 ) 


Iron and steel 

1 (>66 0 

5.31 2 

1622.7 

568.4 

2092 

722 

1741 

706 

1892 

1054 


(.3 2 ) 


(3 4 ) 


(.3 3) 


( 3 . 6 ) 


(4.4) 


Capital goods 

12103 5 

3859 0 

9646 9 

3379.0 

12926 

4463 

10432 

4232 

10465 

5832 


( 23 . 5 ) 


( 20 . 3 ) 


( 20 . 5 ) 


(21.8) 


( 24 . 2 ) 


(Jthers 

3165 9 

1009 4 

2442.0 

855.3 

3814 

1351 

2220 

901 

2431 

1355 


(6 2 ) 


(.5 1) 


( 6 . 1 ) 


( 4 . 6 ) 


(5*) 


Total 

51477 1 

I64I2 7 

47421 7 

16610 1 

62923 

21726 

4785 ! 

19411 

43193 

24073 


(KHIO) 


(100 0) 


( 100 . 0 ) 


( 100 . 0 ) 


( 1000 ) 


Exports 











Food and live animals chiefly 

7634 2 

24 . 34.1 

.5415 5 

18969 

7792 

2690 

6861 

2783 

4665 

2666 

lor food 

( 15 . 5 ) 


(14 5 ) 


( 146 ) 


(15 6 ) 


(14 3 ) 


Tea 

8.37 7 

267.1 

685 8 

240.2 

973 

336 

1212 

492 

1070 

612 


( 1 . 7 ) 


(1 -3) 


( 18 ) 


( 2 . 8 ) 


(3'.3) 


Cashew kernels 

763 6 

24.3 5 

576,7 

202.0 

745 

257 

672 

272 

441 

252 


(1 6 » 


(1 5) 


(l.-l) 


(1.5) 


( 1 . 4 ) 


iteverages and tobacco 

103 3 

32 9 

106 5 

37,3 

158 

54 

102 

42 

70 

40 


(0 2) 


(0 3 ) 


(0 3 ) 


(0 2 ) 


(02) 


Ciudc matenals. inedible Oil except 28^2 5 

922 2 

1740 3 

609 6 

2831 

978 

3022 

1226 

2926 

1672 

fuel 

(5 9 ) 


( 4 . 7 ) 


(5 . 3 ) 


( 6 . 9 ) 


(9 0 ) 


Mineral fuels, lubneants and 

982.5 

313 3 

1057 5 

. 370.4 

1379 

476 

1022 

415 

938 

5359 

related materials 

(2 0 ) 


( 2 . 8 ) 


( 2 . 6 ) 


( 2 . 3 ) 


( 2 . 9 ) 


Animal and vegetable oils. 

235 0 

74.9 

92.3 

32.3 

143 

49 

169 

69 

89 

SI 

waxes and fats 

(0 5 ) 


( 0 , 2 ) 


(O.S) 


( 0 , 4 ) 


( 0 . 3 ) 


Chemicals and related products 

4127.3 

1315.9 

3015.8 

1056 3 

4253 

1469 

4146 

1682 

2722 

1555 


( 8 . 4 ) 


( 8 . 1 ) 


( 8 . 0 ) 


( 9 . 4 ) 


(8 4 ) 


Manufactured goods classified 

27333.2 

8714.8 

21376.2 

7487.3 

30516 

10536 

23540 

9549 

17085 

9764 

chiefly by matenal 

(. 55 . 6 ) 


( 57 . 3 ) 


( 57 . 2 ) 


( 53 . 4 ) 


( 52 . 5 ) 


Leather and leather 

2984 9 

951.7 

2725.0 

954.4 

3693 

1275 

3127 

1269 

2566 

1467 

manufactures 

(6 1 ) 


( 7 . 3 ) 


( 6 . 9 ) 


(7 1 ) 


( 7 - 9 ) 


Gems and jewellery 

8742 9 

2787 6 

5751.6 

2014.6 

8839 

3052 

67'30 

2738 

5247 

2999 


( 17 . 8 ) 


( 15 . 4 ) 


( 16 . 6 ) 


( 15 , 3 ) 


( 16 . 1 ) 


Cotton yam. fabnes. 

'3492 0 

111 , 3.4 

2914,5 

1020.8 

3929 

1356 

3203 

1299 

2100 

1200 

mode-ups. etc 

(7 1 ) 


( 7 , 8 ) 


( 7 . 4 ) 


(7 3 ) 


( 6 . 5 ) 


Capital grxids 

4465.5 

1423 8 

3618.1 

1267.3 

498.5 

1721 

4054 

1645 

3087 

1764 


(9 1) 


( 9 , 7 ) 


( 9 . 3 ) 


(9 2 ) 


( 95 ) 


Otheis 

1427.6 

455.2 

852.3 

298.5 

1294 

447 

1125 

457 

971 

555 


( 2 . 9 ) 


( 2 . 3 ) 


( 2 . 4 ) 


( 2 . 6 ) 


(30) 


Total 

49182.4 

15681.1 

37274.4 

13055.9 

53351 

18421 

44042 

17865 

32553 

18604 


( 100 . 0 ) 


(100 0 ) 


( 100 . 0 ) 


( 1000 ) 


( 100 . 0 ) 


1 (Figures in brackets arc percentages to total) 











Notes (I) Supcrscnpl numeral denotes month to which Hgure relates, e g, supersenpt 7 stands for July, (ill Unless otherwise specified, figuies in bracicea 
are percentage vanaltons over the comparable previous penod. 
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COMPANIES 


EPVf Research FoiindatioD 


CHAT 

New Joint Ventures 

THE flagship company of the RPG group, 
Ceat has been able to retain its numtwr one 
position in the car tyres segment even 
during a period when the lyre industry was 
saddled with a large idle capacity caused 
by recession in the automobile industry 
which led to low offtake of tyres by vehicle 
manufacturers. But though net sales in¬ 
creased by 5.7 per cent in 1992-9.1, a com¬ 
paratively smaller increase in expenses not¬ 
withstanding, the company’s profitability 
suffered a setback with operating profit 
and profit after tax declining by 11 per 
cent and 17 per cent, respectively. On the 
export front, the company sold tyres for 
light commercial vehicles, farm imple¬ 
ments and earth-mover loaders and tube¬ 
less tyres specially developed for over¬ 
seas customers. 50 per cent of which were 
sold in the US and European markets. On 
the whole exports doubled. Ceat also de¬ 
veloped radial tyres for the Maruti Zen. 

Research and development efforts have 
enabled the company to develop metric 
light commercial radial tyres for export to 
the US, besides wideni ng die product range, 
reducing dependence on imports by end- 
uiers in view of superior processing and 
mechanical propet tics of indigenously 
developed glass fibres. These apart, Ceat 
has chalked out a number of projects 
that will further consolidate its position in 
the market. 

First, in a joint venture with Goodyear 
Tire and Rubber Company of the US, the 
company plans to manufacture in 
Maharashtra radial tyres for passenger 
cars, light vehicles and trucks, in addition 
to very large off-the-road (OTR) tyres of 
conventional construction. Goodyear and 
Ceat will have SO per cent stake each in the 
company and the plant will have an in¬ 
stalled capacity of 5,00,000 tyres per 
annum. Second, Ceat is setting up a joint 
venture with Associated Motorways in Sri 
Lanka to manufacture automotive tyres 
involving an investment ol 140 million Sri 
Lankan rupees. Third, the company is also 
setting up the country's biggest fibre glass 
company through an in-hou.sc transfer of 
assets. Ceat's fibre glass division will be 
transferred to the group's newly acquired 
company, FGP. Having a capacity of 
10,000 tpa, the fibre glass division is the 
largest in the country so far. The company 
has plans to set up yet another joint ven¬ 
ture in Vietnam 

However, it the half yearly results for 
1993-94 arc any indication, Ceat’s full 
year results arc not expected to be that 
good. This IS becau.se its Nashik plant was 
shut in Scptembci 199t following an in¬ 
definite stiike by Its einplovci’s The pKinl 


manufactures all types of tyres for trucks, 
LCVs, two-wheelers and passenger cars 
with a daily production of 6,000 tyres. 
Although Ceat posted a 20 per cent hwher 
turnover of Rs 424.6 crore, net profit fell 
by 30.2 per cent when compared with that 
of the corresponding period of 1991-92. 
The company is selling off its photocopier 
division as part of its restructuring strate¬ 
gy and its electronics division has been 
referred to the BIFR 

ZUARIAGRO CHEMICALS 

Good Response to 
Agri-Products 

Promoted by Birla Gwalior (P) and Armour 
and Company of the US in 1967 to manu¬ 
facture fertilisers and allied products, Zuari 
Agro Chemicals has come a long way. 
Besides its mainstay, fertilisers, the 
company has diversified into sugar as 
well as production and procurement of 
hybrid seeds. However, its performance 
over the years has been affected by the 
government’s indecisiveness on fertiliser 
pricing. 

During 1992-93, owing to lower con¬ 
sumption of phosphatic fertili.scrs, higher 
imports of DAP and steep rise in prices 
following the decontrol of fertilisers which 
affected the working of the indigenous 
plants, Zuari Agro’s turnover, net of ex¬ 
cise, declined by 1.6 per cent. However, a 
check on expenditure enabled the compa¬ 
ny to improve its profitability. It launched 
a new grade product (20:20:0:15), a sul¬ 
phur-enriched NP grade which is widely 
applicable for a wide variety of crops. Its 
efforts to market agri-products also re¬ 
ceived good response with pesticides turn¬ 
over going up by 42 per cent to Rs 11.7 
crore. It has also commenced marketing of 
Biophos, an environment-fnendly prod¬ 
uct, besides procurement of hybrid/high- 
yielding seeds of jowar, bajra, sunflower 
and tomato. An R and D farm and seed 
testing facility has been established at 
Hyderabad to promote marketing of seeds. 

The company has also diversified into 
cement and has promoted a new company, 
Banas Cement, with a capacity of one 
million tonnes per annum (tpa). Further, 
apart from an argon recovery and puriflea- 
tion plant at its existing plant in Goa, a 
sugar factory is being set up in Bidar 
disinct of Karnataka with a cane crushing 
capacity of 2,500 tpa. I'hc capacity of the 
sugar unit is expected to be enhanced to 
5,000 tonnes per annum. 

During the first half of 1993-94, Zuari 
Agro-posted a turnover of Rs 242.2 crore. up 
19.5 per cent from the corresponding period 
of the pievious year. Net profit increased by 
almost 10 per cent to Rs 6.7 crorc. 


HOTCHST 

Widening Products Range 

Part of the worldwide German pharmaceu¬ 
tical group, Hoechst AG, Hoechst India is 
the largest producer of pharmaceuticals in 
the group outside Germany. Recently, the 
parent company increased its stake in its 
subsidiary from 40 per cent to 51 per cent. 

Hoechst India, which changed its account¬ 
ing year from calendar year to financial year 
in 1988, has seen its profitaSility dipping 
since then. Sales too have increased by only 
4.5 per cent per annum over the past four 
years compounded annually. Except for 
1989-90 when its profit after tax doubled, in 
the following years the growth rates in both 
profit before tax and profit after tax have 
been steadily declining. In 1992-93, while 
net sales increased by 8 per cent, profit after 
tax declined by 35.4 per cent. The company 
has put the onus of the fall in overall profits 
during the year on the low volume of ex¬ 
ports, high interest costs and decline in other 
income. 

During the year, while the pharmaceuti¬ 
cal division’s domestic sales recorded a 
gmwth of 19 per cent due to the introduction 
of research pnxlucts, agro sales grew by 14 
per cent. Domestic sales, of animal h^th 
products al.so increased by 22 per cent but 
only a modest gmwth of 5 per cent was 
achieved in sales of feed supplements for 
poultry due to the crisis in the poultry industry. 

During the year, the company receiv^ 
industnal licences to manufacture Baralgan 
Ketone and formulations, glybenclamide 
and formulations, Roxalidine, Novalgin, 
Lasiride and Batrafen and their formula¬ 
tions. Letters of intent have also been re¬ 
ceived for the manufacture of Ramipril and 
formulations, Tabalon tablets and Tarivil 
tablets (at Ankleshwar) and Cosavil Syrup 
and Streptase formulations at Mulun^. 

In technical collaboration with the Swiss 
Serum and Vaccine Institute, Hoechst India 
is introducing an oral typhoid vaccine, con¬ 
taining a special strain of the typhoid bacte¬ 
rium, Salmonella Typhi in live form. It is 
also introducing Ramipril, a drug meant for 
the high-risk patient group suffering from 
myocardial infarction. 

During the first six months of the year 
ended September 1993, Hoechst India re- 
corded a turnover of Rs I77.9crdreandanet 
profit of Rs 3.1 crore against a turnover of 
Rs 144.2 crorc and profit after tax of Rs 2.6 
crore posted in the corresponding half of 
1991-92. 

SURAT El^CTRICITY BOARD 

Capacity Expansion 

Surat Electricity Board ended fiscal 1992- 
93 with a mammoth 10-fold increase in 
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The Week’s Companies 

lakh) 


1 

( eat 

/uari Agro 

Hnechst India 

Surat 

Hyderabad 

f Fimncial Indicators 


■ 

( hemicals 



Lire ( 0 

Industries 


June 

June 

Maiih 

March 

Match 

Match 

March 

Match 

March 

March 


1993 

1992 

199) 

1992 

199) 

1992 

199) 

1992 

1993 

1992 

Incomc/approprlations 

1 Net sales 

61900 

383 49 

41917 

42604 

26717 

2467) 

1681) 

1 )990 

16342 

13624 

2 Value of production 

64470 

603)3 

44867 

42460 

26479 

24)12 

16813 

13990 

17228 

15038 

^ Total intome 

6717) 

62970 

43796 

43162 

26934 

23190 

1707-> 

1 t228 

17899 

15728 

4 Raw materiais/storcs and spores 

consumed 

40713 

384 )6 

2)894 

27373 

12870 

11241 

1431(1 

12378 

9782 

8438 

5 Other manufacturing expenses 

3034 

19/) 

3663 

4647 

4091 

3366 


) 

689 

646 

6 Remuneration to employees 

3009 

4639 

1173 

1129 

3335 

2891 

277 

216 

2273 

2173 

7 Other expenses 

9382 

7809 

9677 

3643 

3721 

3083 

767 

371 

2679 

2602 

K Operating profit 

9013 

101 13 

3389 

4)70 

2937 

2101 

1316 

827 

2474 

1869 

9 Interest 

7222 

489/ 

1742 

927 

1622 

1 131 

788 

39) 

1439 

940 

jlO Crotf profit 
' 1 i Depicciatiun 

3636 

3071 

)702 

3573 

1343 

1162 

728 

2)1 

1014 

935 

3668 

2700 

634 

658 

814 

699 

386 

197 

)46 

334 

12 Profit before tax 

1968 

2371 

3048 

2917 

331 

46) 

)42 

11 

668 

581 

13 Tax provision 

0 

0 

1485 

1570 

232 

0 

0 

0 

10) 

1)3 

14 Profit after tax 

1968 

2)71 

1563 

1347 

299 

46) 

)12 

)4 

363 

448 

IS Dividends 

667 

620 

388 

337 

192 

192 

28 

73 

17) 

170 

16 Retained profit 

1301 

1731 

975 

790 

107 

271 

)11 

11 

)92 

278 

Mabilities/assets 

17 Paid up capital 

3090 

2299 

1643 

1645 

958 

938 

129 

129 

717 

369 

18 Reserves and surplus 

24020 

17916 

8236 

7262 

10769 

10814 

2601 

2109 

6949 

3835 

19 Long term loans 

42212 

)4)19 

2937 

1391 

5602 

3408 

1142 

9)2 

2617 

1330 

20 Short term loans 

19166 

14089 

8218 

7546 

3282 

2181 

1743 

2188 

3336 

1527 

21 Of which bank borrowings 

1)632 

6839 

3140 

5597 

2939 

1974 

813 

1036 

)461 

1445 

22 Gross fixed assets 

55637 

31283 

14003 

13557 

19003 

18293 

7963 

6848 

7331 

7383 

23 Accumulated depreciation 

10809 

9926 

9821 

9210 

4712 

3929 

1822 

1444 

3167 

2818 

24 Inventories 

131X4 

9204 

8650 

5668 

4859 

4431 

463 

374 

6)97 

5861 

t2S Total assets/liabilictes 

110703 

85386 

23075 

26230 

24409 

23218 

1174) 

103 79 

20816 

17884 

MlaceDaneous Hems 

26 Excise duly 

13754 

13274 

0 

0 

1844 

1441 

0 

0 

1870 

3262 

27 Gross value added 

20474 

13293 

6513 

5605 

6350 

3398 

1770 

1032 

4301 

3633 

28 Total foreign exchange income 

8433 

5444 

77 

20 

1207 

3077 

0 

U 

229 

177 

29 Total foreign exchange outgo 

24711 

16312 

6307 

69 

2569 

1472 

0 

0 

3400 

2873 

Key flnancial and performance ratios 

30 Turnover ratio (sales to total assets) (Vf) 

33 9 

68 4 

167 2 

162 4 

109 6 

106 3 

149 1 

139 8 

78 3 

87 4 

31 Sales to total net assets (%) 

70 0 

83 3 

199 3 

238 8 

129 8 

127 4 

299 2 

261 1 

118 I 

168 7 

32 (jross value added to gross fixed 

assets (%) 

36 8 

23 9 

46 5 

41 3 

33 4 

30 6 

22 2 

13 1 

37 1 

49 2 

33 Returi on investment (gross profit 

to total assets) (%) 

3 1 

39 

148 

13 6 

55 

30 

6 3 

2 3 

49 

52 

34 Gross profit to sales (gross margin) ('4) 

9 1 

87 

88 

84 

30 

4 7 

4 ) 

1 7 

62 

60 

35 Operating profit to sales (%) 

146 

17 3 

129 

10 3 

11 0 

97 

9 0 

3 9 

13 1 

120 

36 Profit before tax to sales (%) 

3 2 

4 0 

7 3 

68 

20 

1 9 

2 0 

0 ■> 

4 1 

37 

37 Tax provision to profit before tax (%) 

0 0 

00 

48 7 

3) 8 

43 7 

0 0 

0 0 

0 0 

134 

22 9 

38 Profit after lax to net worth 

(return on equity) (%) 

7 3 

11 7 

138 

15 1 

25 

) 9 

12 3 

1 3 

74 

70 

39 Dividend (%) 

28 0 

28 0 

42 3 

40 0 

20 0 

20 0 

22 0 

180 

)0 0 

30 0 

40 Earning per share (Rs) 

6 37 

10 31 

12 32 

10 55 

3 12 

483 

265 1? 

26 36 

7 88 

7 87 

41 Book value per share (Rs) 

82 36 

79 87 

77 31 

69 52 

76 23 

73 11 2118 60 

1734 88 

93 82 

98 26 

42 P/E ratio (based on latest and 

corresponding last year's price) 

19 2 

7 0 

24 4 

11 3 

200 3 

37 2 

0 9 

83 4 

18 I 

7 1 

43 Debt-equity ratio (adjusted for 

revaluation) (%) 

163 5 

186 9 

29 7 

15 6 

76 7 

73 2 

41 8 

41 6 

38 1 

23 8 

44 Short term bank borrowings to 

inventones (%) 

89 9 

74 3 

59 4 

98 7 

609 

44 5 

173 6 

277 0 

34 1 

24 7 

43 Sundry creditors to sundry debtors (%) 

72 4 

63 4 

70 4 

261 6 

93 8 

128 0 

90 1 

86 6 

51 6 

63 3 

46 Total remuneration to employees 

to gross value added (%) 

24 3 

34 9 

180 

20 1 

52 5 

51 7 

13 6 

2)4 

32 9 

59 8 

47 Tout remuneration to employees 

to value of production (%) 

78 

7 7 

26 

27 

126 

11 9 

1 6 

1 8 

132 

144 

48 Gross fixed assets formation (%) 

S 3 

2)31 4 

) 3 

57 

39 

288 6 

16 ) 

178 

20 

789 3 

49 Growth in inventories (%) 

63 0 

37 8 

32 6 

2 3 

97 

2) 9 

2) 8 

SO 2 

9 1 

36 4 
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profit after lax on a 20 pt-r tent increase in .. •" *... • ... .. ‘ ' ' ' ' ' •*"* 

net sales The company luis attnbutcd the APPOINTMENTS 

increase in sales to the inticasc in fuel 
adjustment charges and revision ol taiiff 
It not been lor Ihs heavy monsoon and 
nots, the company’s distribution of energy 
would have been even belter The increase 
in profits did not bring about a coramensu 
rate increase in the share of remuneration to 
employees in gross value added and value 
of production in tact, the former declined 
by as much as 7 7 penentage points 
To better its performance during 1991- 
94, Surat Electncity Board ha,s installed 
new iransformeis of higher capacity in 44 
sub-stations in replacement of old ones and 
12 additional transformers were installed in 
the existing substations, thus taking the 
total number of substations to 545 
Further, a new receiving station ne.irGlDC 
Katargram having an installed capacity of 
IS MV A was commissioned, thus taking the 
total installed capacity of the company for 
tmport of power from (d ,B to 210 M V A and 
conU’act demand to 197 5 MVA The com¬ 
pany also proposes to coniinission an addi¬ 
tional 15 MVA transfoiiiiei One more re¬ 
ceiving station with «in installed capacity of 
15 MVA IS proposed to be established in the 
Udhna-Magdalla area to meet the increas¬ 
ing demand in that are,! With this, the 
company’s installed capacity is expected to 
go up by 10 MVA to 240 MVA 
Dunng the lirst six months of 1993 94, 

Surat Electncity has posted a net profit of 
Rs I 6 crore, almost the same as in the 
conesponding period last year, on a turn¬ 
over of Rs 102 7 crore as against Rs 84 7 
crore in the second half of 1991-92 

HYDERABAD INDUSTRIES 

Higher Profitability 

Hyderabad Industries a (' K Birla group 
company, is a leading manufacturer of as¬ 
bestos and cement products which are sold 
under the brand name riiarminar* 1992-93 
was a mixed year lor the company. While 
sales increased by only 4 6 per cent because 
of recessionary trends .uid reduced industn- 
al activity, profitability improved by 26 per 
cent throu^ cost reduction and optimum 
utilisation of inputs In tetms of volume, 
while production ot asbestos cement prod 
ucts fell to I 57 701 tonnes from 1 81,076 
lonnesin 1991-92, ihatof mill boards, moul 
ded thermal insulation articles, jointing 
thermal insulation products (refractories), 
crushers, screens and pumps were satislac 
Kiry The company’s heavy ciigineenng di 
vision IS now planning to ,i<ld new models ot 
hydraulic excavators to tiu existing range 
with technical know how trom Mannesmann 
Demag Baumasihinen ot Germany 
Dunng the Inst six months ended Sep¬ 
tember 1991 the company has posted a 
turnover ot RsO) t tore and a prolii alter lax 
of 2 8 crore up 10 7 per cent and 180 per 
cent, respectively 


Ganilhian Institute of Studies 

Rajghat, Varanasi 


The Board of Management is looking for a suitable person 
for appointment as DIRECTOR of the GANDHIAN INSTITUTE OF 
STUDIES at Varanasi, U P. The terms and conditions of appointment 
as well as qualifications presenbed for the post are as under:- 

Qualifications: 1.. A Doctor’s degree or published work of equivalent 
standard; 

2. A Professor of eminence in any of the social 
sciences. 

3. Administrative experience; and 

4. Evidence of interest in Gandhian Studies 

Scale of Pay ft The scale of pay of the Director is the same as that of 
Allowances: a University Professor, i.e. Rs. 4500-7300 plus 
prescribed allowances and in addition Director’s 
allowance of Rs. 500/- per montti. 

Tenure of 3 years, extendable by 2 more years. The Director will 

Appointment: also be provided with a residence on the campus on 
payment of normal rent. The terms can be suitably 
modified keeping in viewthe qualifications, expenence 
and/or emoluments of the person selected for 
appointment 

Those interested may submit their applications with detailed bio¬ 
data to Prof. All Ashraf, Director, Gandhian Institute of Studies, 
Rajghat, Varanasi-221001 by 30 June, 1994. 

In the case of eminently suitable persons the Search Committee 
may waive any of the qualifications laid down. The Search Committee 
would also be free to consider any person who may nofhave apphed 
for the post. 
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RAILWAYS 

Home Thitfis about Gauge Conversion 

MNPnsad 

Diversion cf scarce resources to gauge conversion of ejosting metre gauge 
and narrow gauge Ones, ignoring the pressir^ needs efreal capacity 
augmentation, b not unlike trying to solve the housing problem by giving 
priority to replacing existing smaller houses with bigger ones, rather than 
adeUng as many new houses as possible. 


IN (he railway budget for 1994-95, pre¬ 
sented in parliament on February 24, the 
main thrust is on pushing ahead with the 
so-calied 'Project Unigauge’, the ambi¬ 
tious scheme of large-scale gauge conver¬ 
sion, launched by the railway minister two 
years ago. Neither the resource constraints 
nor the deteriorating financial and operat¬ 
ing performance of Indian railways (IR), 
which is largely attributable to its lopsid¬ 
ed investment priorities, has deterred the 
ministry from the relentless pursuit of the 
same for the' third year running. On the 
other hand, there has been a conscious 
effort to make believe that all is well with 
the railways and that the overriding prior¬ 
ity given to gauge conversion (GC) is 
about the best thing that has happened to 
IR since independence. 

Introducing the budget, the minister stat¬ 
ed on the floor of the house that “the 
project 'Unigauge' has been widely ac¬ 
claimed and has received all-round sup¬ 
port and encouragement”. In saying so, he 
has, for obvious reasons, suppressed the 
fact that no less a body than parliament’s 
own Standing Committee for Railways 
had sharply criticised the ministry, as re¬ 
cently as in December 1993, for the undue 
priority given to GC, without proper ap¬ 
praisal of its benefits and at the cost of 
neglecting other vital areas of develop¬ 
ment, b<Mh infrastructure and rolling stock. 

.nt't coipwmte mission, which is sup- 
peaed to be the guiding principle for all its 
planning, is “to be a m^em railway sys¬ 
tem, widi sufficient capacity to meet the 
country’s transport ne^s, both for pas¬ 
senger and freight traffic, based on an 
optimum intermodal mix, and to provide 
t^ transportation at the least cost to the 
society, while maintaining the financial 
viability of the system”. But, of late, there 
has been a glaring lack of concern in the 
ministry for the vital aspects of'sufficien¬ 
cy of crq^iacity’ and'coHiomy in cost to the 
society’. Eypn 'finaitdatviability’ is be¬ 
ing maintiiiied only dirough steep yearly 
increases in passenger fares and freight 


rates, or by cutting down investments in 
vital areas. The same trend is discernible 
in the latest budget, except for a sudden 
stepping down of hikes in fares and freight 
to levels even lower than the yearly esca¬ 
lation of input costs. 

This has apparently been done for popu¬ 
larity sake, but at the cost of the following: 
(i) A drastic reduction in procurement of 
toiling stock, especially passenger coaches, 
instead of stepping up the same to achieve a 
healthy growth of traffic. (For 1994-95, the 
targets proposed are only 1,600 coaches, 
inclusive of EMUs, 18,000 wagons and 135 
diesel locos, as against the average of 2,503 
coaches, 23,065wagons and I65cliesel locos 
achieved during the last two years.), (ti) The 
proportionate outlays on iu:w lines, doublings 
and ocher traffic facilities, ail of which are 
mote cost-effective than GC in the matter of 
capacity augmentation, have been reduced 
still further, (iii) Die yearly contribution to 
Depreciation Re.servc Fund (DRF), which 
bears the cost of replacements and renewals 
of all assets, has bwn cut by Rs 300 crore, 
for the second successive year, reversing the 
healthy convention established early in the 
Seventh Plan. In the light of these realities, 
it is beyond comprehension what the minis¬ 
ter meant by assuring parliament that “what¬ 
ever resources the Indian railways mobilise 
will be used in an optimal manner and every 
rupee spent would be on need-based plan 
activity”. Obviously, this assurance cannot 
be taken at face value, unless it is to be 
presumed tiiat the sole mission of IR is in 
speed up GC. 

As fm the pros and cons of the ‘Unigauge’ 
programme, its main strength lies in the 
tremendous popular appeal it commands in 
that, once an MG section is converted to BC, 
people would be able to hravel faster, with 
the added possibility of reaching several 
major dettijiations like Bombay, Calcutta 
and Delhi without changing trains en route. 
Them it alsoanotion that BG will help usher 
in economic development of backward 
areas through fleer and faster movement of 
goods, especially critical materials like coal. 


steel and cementneeded forindustrialisation, 
without the hassles of break-of-gauge 
transhipment. But, in reality, the 
materialisation of industrial growth will 
depend on several other factors as well, 
which can only be appraised through proper 
techno-economic studies. There are many 
parts of the country which continue to be 
backward, although served by BG lines 
from the very beginning. This is also the 
case with sections like Bangalore-Guntakal 
and Barabanki-Samastipur-Katihar where 
GC had been earned out over 10 years ago. 
On the other hand, there are some regions 
like south Tamil Nadu and parts of Gujarat 
which developed industrially even though 
served by MG lines. As a matter of fact, 
certain foreign countries, including the whole 
of south-east Asia and even some developed 
countries like Japan and part of Austria, 
are served exclusively by MG railway sys¬ 
tems (except for the new high-speed lines of 
Japan which ate meant for fast inter-city 
passenger traffic). 

Another advantage of GC, which its 
protagonists often claim, is that it will 
open up alternative BG routes that will 
help relieve the existing saturated routes, 
thereby reducing the need for doubling of 
such routes. But, in reality, only very few 
of the MG and NG lines sanctioned forGC 
under the ‘Unigauge’ programme are so 
located as to serve as viable alternatives to 
the saturated routes. And even these few 
will not afford any appreciable relief to 
the saturated routes because they would 
only be single lines where movements are 
comparatively slow and there would only 
be very limited spare capacity for moving 
additional freight traffic, after meeting 
the needs of traffic on the erstwhile MG 
route. This is amply borne out by the 
experience on most of the converted routes, 
like the two mentioned in the last para¬ 
graph. If at all any of these is really to be 
developed intp^ alternative routes for ma¬ 
jor traffic flows, they would first have to 
be doublea, to generate additional capac¬ 
ity and to ensure free flow of freight 
tt^ic. Cutting down on doublings and 
proliferation of BG single lines through 
GC, as is presently being done, will not be 
of much help for capacity augmentation. 

On the negative side, die mam drawbacks 
of the praaent ‘Unigauge* programme are 
the fo^nring: (i) As a means of generating 
additional capacity, GC is far less cost- 
effective than new lines and doubling, since 
the net increase in capacity is only the 
difference between the capacity of the exist¬ 
ing MG mid the proposed BG, whereas the 
cost of GC IS nearly 75 per cent of that of 
construction of a new line, (ii) In order to 
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■ WVsMm thepragress of GC with the tvaila- 
bto mwitCBi, a 20 per cent reduction in the 
Wdal eoat of GC is presently being achieved 
by deferring certain essential works like 
raising of platforms and provision of foot- 
overbridges to connect them and even 
strengthening or rebuilding of some bridges 
to suit BG standards. IR will find it extreme¬ 
ly difficult to clear the accumulated backlog 
of such works at a later date, when faced 
with public outcry against lack of facilities 
or with bridges developing signs of distress, 
(iii) Proliferation of GC and drastic cutting 
down of doubling is bound to affect the pace 
of railway electrification in the near future, 
because the minimum traffic density need¬ 
ed to justify the heavy iniual cost of RE 
cannot be carried by any of the BG single 
lines created through GC. Normally, RE can 
only be justified economically on routes 
laid with double or multiple lines, (iv) GC 
works carried out for development of back¬ 
ward regions are not likely to generate any 
significant additional traffic in the near fu¬ 
ture. Hence, the capital sunk on such projects 
will remain a dead investment for many 
years, entailing additional burden on IR in 
terms of dividend or interest Itabi hues. This, 
in turn, would have to be passed on to the 
users through steeper hikes in fares and 
freight rates, (v) As part of the logistics of 
doing GC projects on a crash programme, 
instead of the conventional method of spread¬ 
ing it over several years, the MG sections 
which are to be converted to BG are being 
closed down for about three months, or even 
longer, before being reopened as BG. This 
entails considerable loss of revenue to the 
railways and serious inconvenience to the 
users, (vi) The near-10-fold acceleration of 
the pace of GC, without a matching back-up 
in procurement of BG rolling stock, has 
resulted in large-scale diversion of avail¬ 
able BG coaches, wagons and locomotives 
to operate services on the converted routes. 
This has greatly aggravated the shortage of 
BG rolling stock, while MG rolling stock is 
beiiig rendered surplus and offered for ex¬ 
port. (vii) With the deteriorating finances of 
IR, achieving a yearly progress of 1,600 km 
of GC, or even a total of6,000 km during the 
plan penod, has meant slowing-down of 
real capacity augmentation, including the 
much-needed additions to rolling stock. 'Hiis, 
in turn, wcnild impair the growth of traffic 
from year to year, affecting IR’s finances 
very Aversely, (viii) Even assuming that 
the targeted progress of 12,000 km of GC is 
achieved by the end of the Ninth Plan(which 
is highly improbable, considering IR’s dete¬ 
riorating financial health) there will still be 
about 15,000 km of MG and NG routes left 
in the country. In other words, the dream of 
‘Unigauge’ would still remain unfulfilled, 
uidaas it is decided to close down these 
routes, which is easier said than done, 
(lx) The way GC is presently being executed. 


the MG system, which was a well-knit coun¬ 
trywide network until 1992, is fast getting 
reduced to a shambles. This will mean a 
steep decline in the quality of services avail¬ 
able to the hapless people on the residual 
MG system. ’Ihis would further be com¬ 
pounded by problems of safe maintenance 
of roiling stock and relief measures in case 
of accidents, on those MG sections which 
get isolated as a result of GC. 

Unfortunately, the champions of the 
‘Unigauge’ programme seem to have been 
conveniently shutting their eyes to these 
hard realities and painting a rosy picture, 
extolling the virtues of an all-BG railwigt 
system, the matenalisation of which is itself 
an unlikely prospect. All that may actually 
be achiev^ would be to extend the facility 
of BG travel to the people of some favoured 
areas enjoying political patronage. In the 
bargain, the finances of IR would have been 
subjected to irreparable damage. 

The manner in which the high-flown 
idea of ‘Unigauge’ was initially sold to the 
prime minister, in order to secure his 
support to the grandiose scheme and thus 
pre-empt any opposition from other quar¬ 
ters, especially the Planning Commission 
and the finance ministry, reminds one of 
the well known fable of ‘the Emperor’s 
New Clothes’, a classic example of make- 
believe, where everyone, from the mon¬ 
arch down to the man in the street, was 
taken for a ride, at least for a while. 

‘Unigauge’ enthusiasts have also tried 
to add a touch of patriotic fervour by 
misleading the people to believe that the 
bane of multiple gauges was the wanton 
creation of the British rulers. But the real 
fact is that, according to the original policy 
for railway construction in India, as for¬ 
mulated by the then governor-general. Lord 
Dalhousie, only Broad Gauge was to be 
adopted in India and “the evils of having 
two gauges, as had erroneously been per¬ 
mitted in the UK, should be avoided”. 
This policy was strictly adhered to for the 
first 20 years of railway construction in 
this country. It was only in 1870 that the 
then GG, Lord Mayo, recommended the 
adoption of Metre Gauge as a cheaper 
alternative for those branch and feeder 
lines which could not justify the heavy 
investment on BG. This dispensation was 
mainly intended to facilitate provision of 
rail communication in sparsely populated 
and backward regions which could not 
otherwise have had any railway at all. It 
also enabled several princely states to 
have railway systems of their own, at a 
cost they could afford. But it'was only 
after independence that a major effort was 
made to unify the entire MG system into 
one vast network, with interchange and 
transhipment facilities at junctions with 
BG. And now, under the guise of ‘project 
Unigauge’ the same MG system is being 


broken up, with the promise of its total 
elimination which may never materialise. 

Another interesting, but little known 
fact of IR’s history is that, in the year 
1971, the then railway minister had 
launched a similar programme of GC, 
covering 4,000 km, with the almost iden¬ 
tical objective of “doing away with the 
uneconomic drag of multiple gauges”. But 
it was soon realised that GC could only be 
done at a modest pace if other more press¬ 
ing needs of capacity augmentation and 
rehabilitation were to be met concurrent¬ 
ly. Based on detailed studies carried out. it 
was finally decided that GG should only 
be done selectively, where the traffic den¬ 
sity was heavy or transhipment at break- 
of-gauge points caused severe bottlenecks. 
It was also decided to upgrade other im¬ 
portant MG routes to enable faster passen¬ 
ger trains (90 to 100 km/h) and heavier 
freight wagons to be run. Consequently, 
while presenting the budget for 1981-82, 
the then railway minister had informed the 
house that "despite the obvious advantag¬ 
es of an uniform gauge, the massive input 
of resources is a luxury which a develop¬ 
ing country like ours, with perennial con¬ 
straint on resources, can ill afford at this 
stage”. Between 1981 and now, the re¬ 
source position has only worsened, ac¬ 
companied by widening of the gap be¬ 
tween traffic demand and carrying capac¬ 
ity. What then has brought about the sud¬ 
den reversal of approach to GC from 1992? 
It is basically a change in outlook and 
philosophy. Earlier, it was a case of 'dis¬ 
cretion is the better part of valour’; now it 
seems to be 'valour without discretion’. 

Since parliament is a political institu¬ 
tion, one should not be suiprised if the 
investment proposals contained in the rail¬ 
way budget for 1994-93 are finally voted 
as it is, regardless of whatever may be the 
adverse implications thereof or whatever 
the Standing Committee for Railways may 
have had to say in the matter. But whole¬ 
sale gauge conversion, as is presently be¬ 
ing attempted, with the professed objec¬ 
tive of removing inter-regional disparities 
and ushering in economic development of 
backward areas hitherto served by MG 
aiM NG lines, is analogous to upgrading 
alWoads in the country to national or state 
highway standard, in the hope that they 
will form alternatives to the existing na¬ 
tional and state highways which are satu¬ 
rated and will help bring about uniform 
economic development of even the remot¬ 
est parts. Diversion of scarce resources to 
GC of existing MG anS NG lines, ignoring 
the pressing needs of real capacity aug¬ 
mentation, is also not unlike trying to 
solve the housing problem by pving pri¬ 
ority to replacing existing smaller houses 
with bigger ones, rather than adding as 
many new houses as possible. 
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BIHAR 

I Changing Peasant Struggle 

Amaresh Mbra 


One of the main themes of the mass peasant rally in Patna on March 18 
organised by the CPI(ML) was the revival of the JP movement on a new 
basis under a Left leadership. 


THE flaming fields of Bihar are in news 
once again. Two recent widely reported 
incidents have brought home the fact that 
the peasant movement which began on the 
issues of the most depressed sections of the 
landless has now caught the imagination of 
, the wider masses in the Bihari society, 
a The first incident of the police firing on 
CPI(ML) activists in Sahar, Bhojpur which 
left seven dead occurred following a stand¬ 
off between CPI(ML) activists and the po¬ 
lice when the former were gheraoing the 
local Congress MLA from the region and 
demanding that the said figure announce 
publicly her assets both before and after 
becoming the MLA. The CPI(ML) has 
launched this drive all over Bihar as part of 
a mass progr^me of democratic awaken¬ 
ing which includes making the legislatures 
accountable to the people extending to the 
nght to recall. The drive in itself is both a 
novelty and contentious in the charged at¬ 
mosphere of Bihar where capturing political 
office is an accepted means for money accu¬ 
mulation and legislatures are notonous for 
their aggrandising methods. 

The stand-off left seven dead and several 
injured but during the struggle with the 
police, the majority of the village and large 
sectiems from the surrounding areas came 
out spontaneously on the side of the protest¬ 
ers. Not only in Bihar but in UP also the 
incident was noted for its element of mass 
militancy and upsurge—the Delhi-UP based 
Hindi daily the Rashtriya Sahara, a right 
wing mouth piece wrote an editmial term- 

r ing the incident as being “without prece¬ 
dence”. It also went on to warn that mass 
involvement of this kind are a prelude to a 
gathering revolutionary storm and cited the 
one lakh plus him out at the March 18 rally 
in this regard. It went on to warn in its own 
language that the governments of the day 
could ignore this event only at their peril as 
the peasant movement in Bihar now 
taken on a mass political dimension. 

Occurring in succession, the two events 
have once again focused attention on the 
tremendous potential of die Bihar peasant 
struggle which had dimmed following the 
coming to power of Laloo Yadav and the 
> new social equation it fostered. The IPF- 
CPI(ML) had suffered a series of reversals 
in the 1991 parliamentary polls and thereaf¬ 
ter Laloo Yadav had succeed in driving a 


wedge in its legislative wing by weaning 
away a few MLAs. At the same time the 
media had started publishing reports about 
the rise of other ML groups like MCC in 
Bihar and the marginalisation of the 
CPI(ML). Yet, even when the party was 
facing rough weather during the height of 
the Mandal polansation the predominantly 
poor peasant base of the party had remained 
intact. What is more, die dynamics of the 
CPl(ML) was nut based on the permutations 
and combinations of parliamentary politics 
which guided the perceived split in its leg¬ 
islative ranks. The very contradiction on 
which the movement was based—that be¬ 
tween entrenched feudal survivals and the. 
wide masses of the peasantry—was a real 
one and kept it alive even when Laloo was 
riding high. 

At the same time, the contradiction had 
crossed the earlier stage of isolated actions 
and was demanding a larger resolution ba.scd 
on political assertion and mass movement. 
In this, the old practices of formations like 
the MCC were clearly out of date; they could 
go on like this for many years but in a phase 
when an organised political force of the 
same social base was emerging their role 
could either be for nr against it. The MCC 
chose to strike out on its own but was caught 
in the objective struggle between the polit¬ 
ical establishment and the CPl(ML) ulti¬ 
mately serving the interests of the Bihar 
chief minister in his bid to counter the 
CPI(ML) threat. At present, the MCC fur all 
its militancy stands discredited in the eyes 
of democratic opinion for training its guns 
on the CPl(ML) instead of the landlords— a 
turnabout which perhaps lay in its very 
semi-anarchist political line of e.schewing 
mass-political activity in favour of an abso¬ 
lute insistence on armed actions. 

These threats however were countered by 
the CPl(ML). Cadres were restrained from 
counter attacking the MCC and its challenge 
was sought to be met politically. The party 
intensified land struggles and took even its 
armed dimensions to new mass-political 
heights. Hie blend of parliamentary and 
extra-parliamentary means with primary em¬ 
phasis on the latter paid rich dividends and 
the growing public disillusionment with the 
present Bihar regime gave the CPI (ML) a 
new context to finally emerge against its 
principal adversary. 
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Here three broad and fresh tendencies 
were instrumental to a large degree. Firstly, 
as in a number of recent anti-Lalou caste 
rallies of mainly the non-yadav backward 
castes other depressed sections, a growing 
alienation of these forces from the Laloo 
regime is increasingly becoming visible. 
Secondly, many adherents of the erstwhile 
JP movement on the legacy of which the 
Bihar chief minister actually rode to power 
are also voicing their disenchantment and 
this feeling is being echoed by general dem¬ 
ocratic sections as well. Thirdly in the high¬ 
ly politicised environment of Bihar there is 
a growing demand for a state power which is 
more responsive to public needs. At all these 
three levels, the failure of Laloo Yadav is 
apparent—^he has not succeeded in offering 
anything substantial to the poor by way of 
land reforms, etc, while failing far short of 
appeasing the middle classes. On the eco¬ 
nomic front, despite all its mineral wealth 
and resources, Bihar remains plagued by 
chronic lack of industrial development and 
all other evils of economic backwardness. 
There was hope amon^ a section of the 
intelligentsia that Lalod's accession would 
see the rise of the more entrepreneurial 
backward classes and speedup development. 
But this turned out to be an illusion—-the 
backward power groups that rose under the 
JD proved, to be as capricious as their upper 
castes counteiparts following the tradition 
of frittering away surpluses and resources in 
unproductive channels. Moreover, cultural¬ 
ly these forces, instead of undermining the 
brahminicai order and the larger status quo 
have proved to be the vehicle of a new 
brahminism of sorts seen eloquently in the 
Bihar chief minister’s open advocacy of the 
Ashwamedha Yagya in Patna. 

What IS more, within the dominant caste 
configuration the most depressed remain 
unrepresented while their aspirations are 
aroused. This is perhaps the logical outcome 
of caste-based mobilisation which ultimate¬ 
ly splits up along its very line of unity. But 
the very nse of new power groups and the 
conditions generated in the interregnum are 
also being reflected in the enhanced class 
democratic consciousness of the people in 
general and the depnved sections in partic¬ 
ular. Such developments are furthering de- 
mmds and creating an objective basis for a 
wider social change which arc outside the 
limits of the existing framework of the Bihar 
government. 

It IS against such a backdrop that the land 
struggle unleashed by the CPI(ML) is ac- 
quinng the dimension of a wider struggle 
for social change, modernisation and 
democratisation in Bihar. Its new political 
dimension is evident from the fact of the 
March 18 rally virtually ‘appropriated* the 
old JP plank of social revolution of the 70s 
in the changed context of the 90s—one of its 
major theme was the revival of the JP up- 
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surge on a new basis under the leadership of 
the left. The rally -leclared Laloo Yadav 
as the ‘i llegitimatc’ product of the 70s move¬ 
ment and projected the CPKML) struggle 
and the social forces unleashed by it as its 
true legatee. According to this logic the JP 
impulse failed because it could not link 
Itself to the most oppressed sections of the 
populace which constitute the radical base 
fur .1 genuine programme of social change. 

Quite unsurpnsingly, this argument is 
finding leady takers in Bihar and among 
democratic forces. At least in Bihar the anti- 
feudal struggle in the villages is becoming 
the converging point of a larger democratic 
urge alscv—the movement thus possesses 
tremendous potential in view of further socio¬ 
political change not only in Bihar but the 
country as a whole. 

Alarmed by this tiend, the Bihar govern¬ 
ment has unleashed a reign of terror and the 
Bhojpur killings perhaps indicated an evolv¬ 
ing approach. Such methods however are 
not i^ng into account the changed situa¬ 
tion which is forcing other left parties who 
normally shun joint activities to participate 
in common programmes. The Bihar bandh 
of the CPI(ML) called to protest against the 
Bhojpur killings was supported by CPI and 


INTELLECTUAL and political debates 
since the 1980s have focused on the increas¬ 
ing inability of the state to manage the 
economy and to respond democratically to 
pluralist pressures. These discussions of 
state capacity, in the face of growing eco¬ 
nomic and political crises, have brought into 
question the validity of the Nehruvian mod¬ 
el of development that has underlain state 
policy and action for much of India’s pos.t- 
independence history. Every major element 
of this model has bwn jeopardised or chal¬ 
lenged: a liberal democratic pluralist polity, 
industrialisation-linked development, a 
mixed economy, and an interventionist sec¬ 
ular state have been critiqued frtnn a variety 
of perspectives, including the G, .dhian so¬ 
cialist and the environmentalist. The most 
effectuated critique, of course, has come 
iiom within the establishment itself, viz, 
from the official proponents of greater 
marketisation. This project takes as its point 
of departure the poor performance of the 
public sector, the large and recurring bud- 


CPI(M) and on this basis the CPIfML) has 
given a strategic political call for an alterna¬ 
tive left government in the state. This is 
being projected as a fresh concept of left 
unity based on the heat and strength gener¬ 
ated by grass roots struggles finding their 
way to mainstream politics different in many 
respects from ihe primarily government- 
centred West Bengal model of left unity. 

ITie lessons of this Bihar experiment can¬ 
not be exaggerated especially at a juncture 
when the Dunkel issue is creating the con¬ 
text lor a widespread movement against the 
growing impenalist penetration. It is be¬ 
coming clear that opposition to the Dunkel 
Draft cannot proceed along old lines—for a 
long-term sustenance it sooner or later will 
have to link itself with an impulse for a 
wider socio-economic change. In many re¬ 
spects therefore, despite appearing in terms 
of representing a general national issue, 
opposition to the Dunkel Draft is also very 
much a class directed issue and is related 
more to an alternative path of development 
than to opposing certain strictures of impe¬ 
rialism. As such the role of the left will be 
crucial in determining its outcome and here 
the flame ignited in Bihar will probably play 
a decisive role. 


getary deficits, the dedlining growth rate 
and the breakdown of centralised planning. 

The shift in governmental thiiddng and 
the strategies of development and planning 
have come at a dme when we are also 
witnessing the resurgence of communal 
politics and the spre^ of separatist and 
ethnic movements. These challenges to the 
nation-state and the notion of secularism 
have, at the theoretical and analytical plane, 
been accompanied by attempts to legitimise 
communitarian ethics and politics. While 
some social scientists aigue that principles 
of liberalism and seculi^sm are alien to, 
and conflict with, the essence of Indian 
culture and society, others maintain that the 
predicament of the Indian nation-state is a 
reflection of the mal^se of modonity. 

Although the points ofdepaiture are many, 
almost all of them suggest a new politicid 
agenda for the Indian state: one that entails 
a redefinition of its underlying liberal prin¬ 
ciples, or, at least, a critical dialogue with 
the inherited tradition of liberalism. 


The Centre for Political Studies, 
Jawaharlai Nehru Univ«sity, convened a 
seminar titled ’Explaining Indian Politics: 
The State and the New Liberal Agenda’ on 
January 19-21,1994 to debate these issues. 
The seminar addressed itself to the chang¬ 
es that have occurred in the economic 
ideological spheres, and their implica¬ 
tions for the Indian polity. It sought to 
consider whether these constituted a deci¬ 
sive shift to the right. Since similar and 
almost concurrent ideological and econom¬ 
ic changes in the western world—e g, 
Thatcherism and Reaganism—have been 
characterised as a shift to the right, the 
seminar examined whether th»Indian expe¬ 
rience warranted the same characterisation; 
also, whether changes in*India could be seen 
as part of a universal trend towards 
neoliberalism. In particular, it reflected upon 
the implications of the new agenda for the 
welfare state, and the possible ways in which 
questions of equity and justice could be 
addressed in our society. 

Cultural and Ideological Right 

The increasing communalisation of poli¬ 
tics and society has been a major concern for 
analysts of Indian politics. The seminar 
shared this concern by reflecting upon the 
nature and practice of communalism and 
identity politics, and the viability of secular¬ 
ism in the Indian context. Discussion of 
these questions was prefaced by analyses of 
the concept of ’the right'. Initiating this 
discussion, Gurpieet Mahajan argued that 
while rejecting an essentialist definition of 
a concept, we need, nevertheless, to identify 
attributes which have, over time, been asso¬ 
ciated with particular usages of the concept. 
Since concepts discursively limit the reality 
they can absorb, we need to specify ele¬ 
ments in terms of which certain kinds of 
realities can be appropriately coveted and 
represented by a concept. Informed with 
this methodological und^standing, she ar¬ 
gued that the concept of the right has two 
regnant attributes: (a) support for free enter¬ 
prise; and (b) emphuis upon tradition and 
cultural btmds in the life of the individual 
and the nation. Over time, conceptions of 
the right have evoked either ui aoth of these 
attributes. In the 20th century, an emphasis 
upon the former has been the distinguishing 
attribute of what might be called ^ ’eco¬ 
nomic’ right, while cmtrality to the latter 
has characterised die ’cultural* oUhe ‘ideo¬ 
logical’ right. The economic right does 
not, it must be noted, advocate social 
consorvatism; in fact, by granting prinwy 
to the individual, it frequently questions 
the basis and value of collectivist and 
communitarian ways of life. The cultural 
right has, however, been associated with 
social conservatism, even at times favouring 
xenophobic nationalism, elitism and rac¬ 
ism. b the Indian context, the ’cultiiial 
right* has been a vehicle for protecting and 


State and New Liberal Agenda in India 

Gurpreet Mahajan 
Sudha Pai 
Niraja G Jayal 

Two types of questions emergedfrom the discussions in a recent seminar 
on the neoliberal agenda in India: (1) What kind of political institutions 
are required by an economically liberalising multi-religious and multi¬ 
cultural society like India? (2) Can the political theory of neoliberalism 
retain an emphasis on redistributive and welfare goals? 
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ptomoting community (deHned usuaiiy in 
religious terms) interests. 

Focusing on the RSS, through'an analysis 
of its paper Organiser, Mahajan argued that 
the RSS could be characteri^ as national- 
ist-communalist: its rabid patriotism being 
manifest in its opposition to foreign capital 
(MNCs in particular), strengthening of the 
defence forces, protection of territorial in¬ 
tegrity and designation of movements against 
the centre as secessionist; and comipunal- 
ism in its politics of ‘friend and foe'. 

Kiran Saxena maintained diat the “amor¬ 
phous and multifaceted nature of right pol¬ 
itics” defies the use of a “single yardstick”; 
moreover, ‘conservatism’ and ‘progressiv- 
tsm' associated with the right and the left, 
respectively, are “situational”. Tracing the 
development of right-wing politics and 
^organisations tom the colonial period to die 
"present, Saxena argued that the structure of 
nght-wing politics could not be isolated 
from “capit^st development” and the “un¬ 
finished renaissance” in India. The latter 
was confined to the middle classes; besides, 
It was initiated by a foreign agency which 
was responsible for the economic misery 
and cultural subjugation of the large mass of 
the people. Consequently, resistance to the 
Bntish on the cultural plane took the form of 
“an uncritical admiration of the past". In the 
politics of the extremists, a “strong anti¬ 
imperialist fervour was coupled with a strong 
dose of Hinduism". This helped, once again, 
Lto mobilise the upper caste Hindus. At the 
mmeof independence, the “mainstream right- 
wing within Congress” rejected the idea of 
a theocratic Hindu state, and it did not share 
the “communal approach of Hindu national¬ 
ism”. The “extreme nght-wing Hindu com¬ 
munal politics” evident today is, therefore, 
different from liberal right-wing politics. If 
anything, it is rooted in “the anti-liberal, 
anti-democratic Hindu communalism as 
crystallised in the Hindu Mahasabha.” 

Reflecting on the recent popularity of the 
BJP, Saxena said that the party is helped by 
the many fronts of the RSS. Zoya Hasan also 
saw the influence and success of the BJP as 
a consequence of the communalisation of 
^litics. Referring specifically to recent 
political developments in UP, she main¬ 
tained that the “politics of identity” has 
takoi over the space previously occupied by 
the “polirics of sociai transformation”. This 
shift has been assisted by fissures within the 
Congress Party and the appeal of the VHP’s 
programme to the traditional Hindumpper 
caste, which constitute almost 40 per cent' 
of the electorate in the state. The failure of 
the Congress to concede the Muslim de¬ 
mand to the restoration of status quo in 
Ayodhya has also contributed to the decline 
of the party. 

Yogendra Yadav endorsed the view that 
'the ‘poor’ performance of the BJP in the 
1993 assembly elections was not a sufficient 
indicator of the erosion of its political influ¬ 
ence. The results should not be interpreted 


as a vote “against communaiism". Despite 
its inability to win a majority of the seats in 
individual states, the BJP had won more 
seats in this election than any other party; 
and it remained a party with the largest 
per^tage share of votes in die states of north 
India. Moreover, it had actually managed to 
expand its support in new areas, such as nexth 
Riyasthan and west UP, and among social 
groups like Sikhs in Rajasthan and Delhi, and 
jats in UP. Hence, its defeat was “more sym¬ 
bolic and notional, than substantive”. 

According to Yadav, the BJP faces two 
challenges today; first, to decisively re¬ 
occupy the discursive space of Hindu 
nationalism—its ideology, images and sym¬ 
bols—which IS no longer a suspect ideolog¬ 
ical programme; and second, to express the 
aspirations of die dalits, backwards, tribals 
and the poor in general. A “stapling” of 
social concerns to its coreideology is, Yadav 
argued, not enough: a “thick ideological 
fusion” of these is necessary if the BJP’s bid 
for power is to come to fruition. 

Ashis Nandy emphasised the distinction 
between the communalisation of politics 
and communal violence. Referring only to 
the latter, he pointed out that incidents of 
communal riots had increased almost six¬ 
fold between 19S4 and 198S, while the 
annual casualties in these riots had increased 
ten-fold. However, these incidents were 
concentrated only in six states while 10 
others were virtually free of riots. Compar¬ 
ing the totrd number of homicides in a north 
American metropolitan city with people 
killed in communal violence in India, he 
argued, that there was an “over-concern” 
with the latter. Against those who claim that 
“communalism as an ideology is the ulti¬ 
mate source of communal riots”, he noted 
that “as modernisation and secularisation of 
India has progressed, communal violence 
too has increased”. Most religious and eth¬ 
nic riots are concenuated in cities and indus¬ 
trial areas where modem values are more 
conspicuous and dominant, and money, pol¬ 
itics and organised interests play an impor¬ 
tant part in them. 

Explaining why riots are concentrated in 
cities which have a larger proportion of 
Muslims, he suggested that these happen to 
be areas where Muslims have either been 
able to take advantage of competitive dem¬ 
ocratic politics to assert their rights, or, else, 
where there is a sizeable numter of unem¬ 
ployed Muslim youth. In the former, it is 
easy to use the stereotype of socio-econom- 
ically aggressive ethnic groups, while in the 
latter, fear against uiban crime tends to feed 
into communal politics. 

More generally, Nandy maintained that 
the self-interest of competitive political par¬ 
ties and the concept of the nation-state have 
contributed heavily to the growth of com¬ 
munal hostilities in the country. Nivedita 
Menon expressed agreement with Nandy’s 
insight that both communalism and recular- 
ism share the same discursive space of post- 


enli^tenmont rattonality and the ideolo^ 
of the nation-state. The prqject of the na¬ 
tion-state coincided, in her view, witii the 
secularist attempt to privilege the identity of 
the citizen while simultaneously disavow¬ 
ing all other loci of idoitities. Radical dem¬ 
ocratic politics must reflect on the fact that 
the homogeneous subject constructed by the 
discourse of secularism tits well with die 
needs of “a highly centralised”, “capital in¬ 
tensive” and “high technology” bas^ capi¬ 
talist development. The left and democratic 
forces in India are, she argued, caught in a 
dilemma where, as advocates of secularism, 
they want to banish religion tom the public 
arena, while for social reform, they seek 
active intervention by the state. 

Rajeev Bhargava, oh the other hand, ar¬ 
gued that there is place for secularism in 
India, and that secularism can be defended 
even in a society of believers. Distinguish¬ 
ing between ethical and political secular¬ 
ism, he maintained tiiat the former might 
appear unsuitable for India, but the latter, 
interpreted as “exclusion or principled dis¬ 
tance”, would not be seen as threatening by 
the believer. Besides, it is not a culturally 
specific doctrine. There may, however, be 
one serious objection to the doctrine of 
political secularism: namely, that it depends 
upon a low degree of community which is 
not sufficient for a “healtiiy” society. Hence, 
it would at best be a “stop-gap” anangemenL 

While participants generally endorsed the 
view that the politics of idmitity continued 
to prevail in northern India and that the 
influence of BJP was not declining in this 
region, some maintained that recent devel¬ 
opments suggest that, as a party, the BJP 
may not eventually be si^ficantly differ¬ 
ent from the Congress, and also that it may 
not pose a serious threat to the principles 
enshrined in the Indian Constitution. In this 
context, S K Chaube emphasised the need to 
differentiate between various forms of iden¬ 
tity and their evolution over time. Bishnu 
Mohapatra raised the question of the rela¬ 
tionship between the cultural and economic 
right in India. In contemporary India, he 
considered it important to examine the way 
in which the cultural right is trying to struc¬ 
ture society, and asked whether we should 
allow questions of identity and religion to be 
rqipropriated by the right. Expressing reser¬ 
vations about the characterisation of die 
cultural right in India as “nationalist”, 
Bhambhri wondered whether there was a 
‘left’ version of nationalism. MadhavanPalat 
reminded us that we might leam tom the 
experience of other countries. The diflicui- 
ties vrith the proposed characterisation of 
the right arise because we in India see 
nationalism as a progressive policy of inte¬ 
gration. However, in Soviet Russia, nation¬ 
alism was the source «f decisiveness and 
disintegration. Alok Riu queried the distinc¬ 
tion between communalism as an ideology 
and communal violence. The fact that there 
are, as Nandy had argued, more homicides 
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in the US than people killed in communal 
violence in India, does not mitigate the 
potential for violence that is contained in 
communalism. Besides, were murders and 
killings the only actions that need to be 
condemned on mural and ethical grounds? 
The question that surfaced m discussion 
was—'On what grounds can a communal 
ideology and politics be defened?’ Neither 
the problems inherent in the idea of secular¬ 
ism nor the analytical distinction bet<veen 
communal ideology and violence was, it 
was felt, sufficient for defending the former. 

PoLincAi. Etonoms or Neouberausm 

The discussion on the political economy 
of neoliberalism was initiated by Y K Alagh, 
in his keynote address. Alagh argued that 
the new liberal agenda has a definite ideo¬ 
logical content inasmuch as it seeks to pro¬ 
tect private property and provide for the rule 
of law. Us major objectives have been to 
internationalise the economy, generate em¬ 
ployment, abolish controls, reduce tariffs, 
and sustain a rapid pace of economic growth. 
However, he advised a cautious approach 
which does not treat neoliberalism as a 
universal agenda for restructuring. 
Globalisation, he argued, should be an open 
agenda that can provide space for communi¬ 
ty initiative and action at the local level. 
Given the established relationship of com¬ 
munities to natural resources such as land 
and water, for instance, the environmental 
aspects of economic dcvelopihent have to 
be handled at the community level. Thus, 
community efforts and decentralised mar¬ 
kets have, in his view, a distinctive role to 
play even in the new liberal order. 

In the Indian context, the new liberal 
agenda, particularly policies of economic 
liberalisation, has bwn seen as a significant 
departure from, if not a decisive break with, 
the social-democratic approach of the 
Nchruvian model. Sarah Joseph contested 
this argument, pointing to the continuity of 
goals in the two programmes; both uphold 
the modernising goals for Indian society and 
rely on capitalist and liberal-democratic 
institutions to achieve them. Both also re¬ 
serve a crucial role for the state in the 
priKess, though the mtxle of state regulation 
may be somewhat different. While the con¬ 
temporary debate has focused on deregula¬ 
tion and privatisation per se, the more wor¬ 
risome aspect, for Sarah Joseph, is the subtle 
changes being brought about in notions of 
democracy, justice and welfare, where citi¬ 
zens’ empowerment in the new context 
means “preparing them for competing ef¬ 
fectively in the market". Marketisation, she 
fears, would remove some decisions from 
the political arena and thus reduce the scope 
for poliocal pressures on the state. This 
would occur despite the emphasis on ‘good 
governance' placed by the World Bank. 

G Haragupal stated that the present agen¬ 
da is neither new nor liberal. Using an 
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historical approach, he argued that the term 
’liberal’ carries different connotations in 
postcolonial societies. In the west, liberal¬ 
ism, associated^ with the industrial revolu¬ 
tion, opened up debates on “individual ini¬ 
tiatives” in the political and social spheres. 
In India, colonialism led to the establish¬ 
ment of coercive state instruments of ex¬ 
traction and not development, and the free¬ 
dom movement and independence failed to 
transform this. Up to the mid-1960s, the 
Nchruvian model of consensus held togeth¬ 
er a multi-class alliance without introducing 
structural changes. It is the inability of the 
state to fulfil the promise of redistributive 
social justice, and the rising discontent of 
the masses who had hoped for radical change, 
which underlies the increasing levels of 
state repression. The new liberal agenda is 
the outcome of economic collapse and the 
resulting policies of structural adjustment. 
This has led to loss of political sovereignty 
and increased economic dependency. In such 
a situation, Haragopal argued, democracy 
cannot exist, and this has serious implica¬ 
tions for human rights in India. The new 
“brutal path of development” hence com¬ 
bines a liberal market economy with an 
authoritarian fascist polity. 

In another discussiem of the impact of the 
new liberal agenda on democratic rights. 
Aswini K Ray posited a “direct positive 
correlationship over time” between the na¬ 
ture of the Indian state, its linkage with the 
global order, and the relative salience of 
coercion in domestic conflict resolution. 
The less the leverage of the state within the 
global order, the greater, he argued, has 
been the degree of repression in domestic 
politics, and vice versa. State sovereignty 
can thus be judged by its resistance to exter¬ 
nal influences in domestic policy-making, 
on the one hand, and its ^ility to assert 
independent policies in international rela¬ 
tions, on the other. Within this perspective, 
we can assess the possible implications of 
the neoliberal agenda on the democratic 
right of citizens in a postcolonial democracy 
like India. If the conditionalities of 
globalisation constrain the domesuc and 
foreign policy options of the Indian state, 
then it follows, as a logical corollary of this 
framework, that the salience of coercion in 
domestic policies could be greater, nega¬ 
tively affecting democratic rights. 

Kuldecp Mathur addressed the fnabili^ 
of the new liberal agenda to provide a solu¬ 
tion to the economic and political crisis. 
Neoliberal theory, he argui^, fails to cap¬ 
ture the complexities of state failures and 
market failures in third world societies and 
presumes that its prescription of 
debureaucratisation has universal applica¬ 
tion. In the Indian context, he argu^, it is 
necessary to go beyond the polar opposites 
of the market and centralised bureaucracy to 
a third alternative, namely, voluntary 
organisations. Reducing state intervention¬ 
ism provides political a^ institutional space 


to work out these alternatives. Since 
neoliberalism is known more for eRiciency 
than for a distributional thrust, the state 
must continue to play an active role. The 
government must create conditions to sup¬ 
port and protect these organisations through 
creating legal and contractual mechanisms 
to help sustain them. In the Indian situation, 
mark^ by weak markeu mid ineffective 
bureaucracy, Mathur felt, these would be 
viable alternatives. 

The question of reform of the vast public 
sector apparatus has been a key issue in the 
debate on changeover to a maiket-oriented 
economy. Arun Kumar’s paper argued that 
the public sector has played sr substantial 
role in the industrialisation of the economy 
and in fact provided the base for the further 
growth of the private sector. Weening of 
the public sector by elimination of budget- 
aiy support, divestiture of its equity and 
giving it a marginal role in the economy, 
jeopardises not only the goals of develop¬ 
ment but also of equity. It would also, over 
time, undermine India’s relatively autono¬ 
mous industrial base which has been a major 
achievement since independence. Recent 
policy changes in the public sector are re¬ 
flective, in his view. Of the "sub-optimality” 
of the ruling classes as well as the 
assertiveness of international capital. He 
questioned whether privatisation would re¬ 
solve the current economic problems and 
felt that the public sector should be re¬ 
formed to make it more efficient. 

Focusing upon the economic aspects of 
the shift, Sudha Pai argued that the main 
impact of liberalisation of indushial policy 
has been a shift from developmentalism 
based on the strategy of growth widi justice 
towards an elite-oriented model of growth. 
Ilie role of the state is being redefined and 
the new instruments of intervoition, in the 
industrial sphere, would be located primari¬ 
ly in the fiscal and monetary sectors. The 
role of the state in the market economy of 
die future would be two-fo|d; streamlining' 
and improving the efficiency, competitive¬ 
ness and ‘Tinancial health” of the system, 
and reorienting subsidies and support-struc¬ 
tures towards the really “needy”, prevent¬ 
ing “leakages” to those who do not need 
them. Thus the new liberal state attempts to 
combine market efficiency with state 
welfarism. 

Against the background of the implica¬ 
tions of GATT and the Dunkel.Draft for 
Indian agriculture. Muzaffar Assadl’s paper 
examin^ new agrarian movemoits in the 
specific omtext of Karnataka. Earlier, farm¬ 
ers’ movements were directed against spe¬ 
cific economic issues such as remunerative 
prices, subsidies, etc, given by the state. 
Today, due to external pressures, larger 
questions such as the entry of forei^ com¬ 
panies and protection of farmers’ rights by 
the state have emerged. 

The possible threats to national sover¬ 
eignty posed by globalisation and intiigra- 
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lion into the world capitalist fystem were 
the underlying concern of two papers. 
C P Bhambhri made a strong plea for de- 
feiuiing the nation-state and Rakesh Gupta 
tcit that the issue of security would remain 
paramount even in the changing interna¬ 
tional scenario. Bhambhri pointed out that 
while the state played a key role during the 
period of modernisation in Europe, today it 
IS under assault in posdndustrial capitalist 
societies. The end of the cold war provided 
an opportunity for issues embedded in'civil 
society such as ethnicity, ecology, human 
rights, gender, etc. to emerge. At the global 
level, third world countries face political, 
economic and ideological pressures to con¬ 
form to these new ideas. Hecautioned against 
the western postmodernist emphasis on the 
autonomy of civil society, as the Indian state 
is the pt^uct of third world anticolonial 
nationdist movements, and any analysis of 
Indian problems must focus upon internal 
contradictions. 

Analysing the current phase of 
globalisation, Rakesh Gupta argued that, 
despite the neoliberal agenda and the trraid 
towards economic integration, security is¬ 
sues will dominate the relations of states in 
the coming decade. He disagreed with the 
interpretation of the present "unipolar mo¬ 
ment" as representing the “enlarged 
possibilities...of a world of peace based on 
capitalism”, reinforcing mutuality and sta¬ 
bility rather than national security and con¬ 
flict In his view, contemporary trends— 
including the instability of the multi-polar 
world, nuclearisation in Europe and Asia, 
military doctrines emerging in Russia, Chi¬ 
na and Japan, SAARC’s incapacity and 
ASEAN's fledgling attempts to discuss se¬ 
curity, and the ethnic blood bath in Bosnia, 
etc—will continue to be preponderant in the 
international system, despite the greater at¬ 
tention given to women’s rights, ecology 
and self-determination. When the contra¬ 
dictions of the unipolar moment have been 
exposed, “new great powers will replay the 
games that the nations have continu^ to 
play in history”. 

On the more general question of the na¬ 
ture and characterisation of the new liberal 
agenda, most of the participants maintained 
that in India, policies of liberalisation would 
not necessarily imply the ‘rolling back’ of 
the state. What is more likely is that the role 
of the state would change: it would now 
intervene in different sectors and attempt to 
regulate rather than actively participate in 
the economy. Its envisaged Mk would be to 
create opportunities in which markets and 
investments would grow. Since this would 
necessarily imply alterations in die priori¬ 
ties and commitments of the state, it was felt 
that concerns of redistributive justice and 
equity may now take a back seat. E Sridharan 
pointed out that analysis of policies in terms 
of class interests must be supplemented by 
discussions of the changes in the class char¬ 
acter of the Indian society. Support for the 


new economic policies comes fW>m a new 
and vastly expanded middle class. Conse¬ 
quently, concepts such as ‘elites’ need to be 
defined more vigorously. The economic 
policies of the faidian state, either under the 
Nehruvian model or under the present re¬ 
gime, did not provide for an egalitarian 
society or distributive justice. 

Rights, Community and Justice 

The papers in the last session addressed 
the question of social justice and attempted 
to provide a theoretical framework within 
which questions of justice, equity and rights 
could be resolved. Since these issues have, 
in the Indian context, been particularised in 
terms of claims from diverse groups and 
communities, the papers examined the strat¬ 
egies adopted by the state in specific ca.ses 
and reflected upon the pressures that have 
been placed upon liberal theory from advo¬ 
cates of group rights. 

Speaking of the tribal population of India, 
Manoranjan Mohanty argued that the needs 
and claims of this group of people justified 
support for the ‘right to earth’. He argued 
that the earlier strategies adopted by the 
Indian state emphasised cultural assimila¬ 
tion. The new tribal movements had, how¬ 
ever, been able to place the issues of eco- 
immic exploitation and deprivation on the 
agenda. We need today to recognise that the 
state and commercial interests have been 
equal partners in the denudation of forests, 
the displacement of tribal people from their 
habitat, and consequent loss of tribal con¬ 
trol over the natural resources by which they 
live. Given the economic and cultural 
disentitlement of the tribal people, he main¬ 
tained that we need to extend the right of 
self-determination to incorporate also a right 
to earth as a fundamental human right. This 
would imply that the “people of an area have 
a right to protect the resources that ‘mother 
earth’ possesses in that area for their use and 
have a right to negotiate the terms under which 
they can share those resources with others”. 

'The need for rooting claims to welfare 
and justice in the language of rights and 
entitlements was emphasised by Niraja 
Gopal Jayal and Dipankar Gupta. Unpack¬ 
ing the assumptions and justifying princi¬ 
ples of welfare in India, Jayal argued that the 
Indian state hat acfiiered to a needs-based 
conception of justice in theory, while in 
practice following a philosophy of welfare 
based on ideas of charity and benevolence. 
Illustrating this argument with reference to 
the problem of hunger, she argued that in the 
Indian context rights could provide moral, 
legal and politick force to welfare claims, 
inviting rather than warding-off state in¬ 
tervention to meet the ends of social justice. 
This is only facilitated by the fact that “.since 
rights have not been central to the concep¬ 
tion of welfare in India, they have also not 
been central to the critique of the welfare 
state”, as in the west. Jayal examined two 


soru of dialltmges facing the wdfate state 
in India today: (a) the challenge from the 
proponents of marketisation and a minimal 
state; and (b) the challenge from votaries of 
group rights seeking a state that is selective¬ 
ly interventionist, e g , the demand for 
reservations in employment and education. 
The experience of histoncally disadvan¬ 
taged groups demands that the task of recti¬ 
fying such injustices be built into a model of 
welfare that is sensitive to the specific types 
of inequalities that obtain in India, not to a 
derivative catalogue of them. 

Dipankar Gupta argued that the special 
needs of the underpnvileged in society are 
most effectively addressed by invoking the 
principle of fraternity. Rights and entitle¬ 
ments are, he maintained, intrinsically re¬ 
lated. To say that the lornter emphasises 
individual freedom and the latter social and 
redistnbutive justice is to forget the original 
conditions that gave birth to the language of 
rights. Criticising Rawls’ attempt to arrive 
at a theory of justice or fairness through the 
initial condition of the veil of ignorance, 
Gupta argued that it would be more consis¬ 
tent to speak of a “thin theory of good”, that 
IS an emergent property of “a minimal set of 
resemblances”, on which all societies are 
necessarily based. “This .set of resemblanc¬ 
es. once established, allows for individual 
freedom and the development of speciali¬ 
ties. It also provides the grounds for justify¬ 
ing and legitimising claims and entitle¬ 
ments”. Entitlements then are not to mop up 
the weak and keep the poor alive but to 
establish and even enlarge the minimum set 
of resemblances so that the moral core of 
societies may be consolidated. Seen from 
this perspective, entitlements are enabling 
devices for enhancing empathy and should 
not be understood as instances of sectoral 
sympathy. Reservations, as entitlements, 
should accordingly enable greater empathy 
in society, and allow those who had hith^o 
no attributes to cultivate them so that they 
can participate in the general conditions of 
empathy. If this is to be, then entitlement 
provisions should not be permanently at¬ 
tached to pnmordial groups for that would 
undermine those “minimal sets of resem¬ 
blances” and promote instead ‘thick’ and con- 
traiy articulations of the gixid, sans em|»thy. 

If the liberal idea of the political commu¬ 
nity as constituted by abstract individuals 
took no account of their cultural identities, 
community-based claims for rights and jus¬ 
tice have gained momentum in recent years. 
In her analysis of the tensions between 
individual rights and group rights, Veena 
Das cautioned against overemphasising com¬ 
munity rights which necessarily claim own¬ 
ership over individual members. Drawing 
upon memories of “collective pain” and 
“secretion of victims", she said, they create 
a naw text in which the biography of the 
individual self is completely subsumed by 
the equally imaginary biography of the group. 
The individual is thus subjugated to die 
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gRwp and becomes hostqge to a cnaied pa^ 

For Vineet Haksar, though some group 
rights have constitutional sanction—e g, 
affirmative action—rights ate derived from 
humanity. Groups are not moral beings in 
the way that individuals are—they lack, for 
instance, the capacity to suffer and they 
have no phenomenology apan from that of 
the individuals who compose it, to whom all 
Intimate rights-claims are, and must be, 
uldmately r^ucible. Group demands for 
the protection of “ways of fife” may even 
ctmflict with individ^ rights. The state, 
Haksar argued, should uphold liberal val¬ 
ues and, in a multi-teligious society, should 
also ixrotect the essential values of differ¬ 
ent religions. These core values may be 
authenticated by consultations with reli¬ 
gious leaders. 

Javeed Alam drew attention to the fact that 
a pdidcs of “collective personalities”—such 
as cohesive religious communities in search 
of identity w constellations of disadvan- 




individuals what they claim for themselves 
and render the vocabulary of nghts ineffec¬ 
tual, because it is individual-centred. The 
state, in turn, has failed in terms of its 
intolerance of class-based agitations, and its 
relative responsiveness to the demands of 
ethnic communities. It has also, in its with¬ 
drawal from welfare functions, rendered 
citizens vulnerable, and forced them to re¬ 
sort to support structures of kith and kin for 
material and emotional sustenance. 

In his comments, A S Narang argued that 
we are continuously witnessing the emer¬ 
gence of new groups within the nation state. 
It is exceedingly difficult, in the affairs of 
everyday politics, to accommodate these 
diverse and sometimes conflicting points of 
view. We should, therefore, acknowledge 
and uphold the basic rights of individuals 
as human beings. Neera Chandhoke cau¬ 
tioned that in contemporary India, group, 
or, more appropriately; community iden¬ 
tities and claims cannot be easily dis¬ 
missed. The existence pf communal vio¬ 
lence and hatred reinforced perceptions of 
the seif as a member of a community; and 
in these circumstances, the community 
provided both the sources of self-identity 
and security. She also pointed out that the 
attempt to reduce the group to an aggre¬ 
gate of individuals would only legitimise 
the game of numbers. Implicitly, this would 
forsake the commitment to minority rights, 
mid such redefinitions of democracy could 
have serious implications in the Indi^ 
context. 

In his valedictory address, Ravinder 
Kumar argued diat the new political and 
economic agenda is likely to be powerffilly 
iidhienced by die hidierlo dispossessed sec¬ 
tions of Indian society, viz, Ae minorities, 
the backward classes, and the harijans. On 
the economic front, the country was on the 
brink of collapse in 1991, when the state 
initiated reforms to globalise the econo¬ 
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my. increase productivity and stimulate 
efficiency. The economic agenda pf the 
1990s should include substantial invest¬ 
ment by the state in agriculture and agro- 
industry which, if located in district towns, 
can provide the basis of a more enduring 
federalism. Despite the growth of com¬ 
munal polarisation, he maintained, it had 
become clear that “the sacred compact” 
between people of different religious com¬ 
munities was as necessary today as it had 
been in the colonial and early post-inde¬ 
pendence period. The increasing self-as¬ 
sertion of the backward classes, and of the 
harijans, also heightened the awareness 
that poverty and deprivation require poli¬ 
cies of affirmative action. 

Reflecting upon the discussions that took 
place in the course of the seminar, two types 
of questions appear to have emerged sug¬ 


gesting Significant lines of inquiry for future 
research by political scientists; (a) The first 
set of questions relates to the institutional 
and administrative arrangements required 
to effectively and equitably handle the new 
economic agenda of the Indian state. In the 
social sphere, too, we may ask. what sorts of 
political insotutions are required by a multi- 
teligious, multi-cultural society like India? 
Do we need to move away from the frame¬ 
work provided by secularism and the proce¬ 
dural republic? (b) Secondly, can the polit¬ 
ical theory of neoliberalism retain an em¬ 
phasis on redistributive and welfare goals, 
and address the rights-claims and demands 
for justice of disadvantaged^oups? Fur¬ 
ther, does the Indian expenence warrant a 
justification of group nghts, and in what 
way can these be accommodated within the 
framework of liberalism? 


Some Good News, Much Bad 
The World’s ChUdren 

Thoiiiiis George 

The iiuthors of the UNICEF’s annual State of the World’s Children 
reports do not, for the most part, swallow the nostrums of the World Bank, 
so eagerly lapped up by our own policy-makers. 


FOR much of the 20th century, countless 
millions of people all over the developing 
world—the majonty of humankind—have 
watched their children dying, diseased 
and starving, while the fruits of human¬ 
kind’s labour and the triumphs of technol¬ 
ogy were being turned into military ma¬ 
chines capable of wiping the human spe¬ 
cies off the face of the earth, not once, but 
many times over. As we rapidly approach 
the end of the century, the pa^ox of human 
achievement amidst such soul-destroying 
poverty is more poignant than ever. 

Economists and policy-makers in the de¬ 
veloped world and their fdlow-travellers in 
die developing world, have never ceased to 
tell us that the causes of diird world poverty 
are overpopulation, inefficient management, 
lack of entetprise, etc. All this mumbo- 
jumbo has berame the received wisdom of 
the middle classes in countries like India. 
But the truth will be out. 

It should come as no surprise therefore, 
that writers of the annud State of the 
World’s Children reports published by the 
UNICEF do not, for the most part, swal¬ 
low the World Bank's nostrums, so eager¬ 
ly hqiped up by our own policy-makers. 

The good news is that measles, a major 
killer, is now on the wane. From 75 mil¬ 
lion affectdl children a decade ago, the 
number is now down to one million. Polio 
is on the verge of eradication and the 
World Health Organisation feels that erad¬ 
ication can be achieved by 2000AD. Deaths 
fiom neonatal tetanus, will soon be a rarity. 


All this means that immunisation has 
now become widespread. Almost all de¬ 
veloping countries have reached a cover¬ 
age of 70 per cent or more; and the number 
IS increasing (State of the World’s Chil¬ 
dren, 1994). What this reveals is that it is 
possible to put a trained health care work¬ 
er within reach of every family, on a 
sustained basis. As a logistical achieve¬ 
ment it IS unparalleled in human history. 

But as we go to bed each day, the sun 
still sets on a world in which 35,000 more 
children have died. A world in which the 
new evil of the inhuman abuse of children 
in war has become just another statistic. A 
world in which starvation is the daily 
companion of the poorest quarter of the 
world’s children both in the developing 
and the developed worlds, and just anoth¬ 
er picture on the television screen for 
policy-makers. This “last great obscen¬ 
ity” as last year’s report called it, is made 
worse by the fact that it is absolutely 
needless. The resources and the technolo¬ 
gy exist today to banish malnutiftton, pov¬ 
erty and in-health forever. 

However,,the naive optimism of the 
1993 report which saw the rolling back of 
socialism (of whatever kind), and the end 
of the cold war, as the Beginning of a new 
era, of an “age of concern” has been re¬ 
placed by a more realistic pragmatism of 
a growing realisation, that ‘democracy’ of 
the kind practised in the industrialised 
west, does not automatically confer 
prosperity on all its peoples, that the fife- 
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style propagated by the power elites of these 
nations is neither desii^le nor sustainable. 

The report identifies, poverty, popula¬ 
tion growth and environmental stress (‘The 
PPE Spiral’) as the three major problems 
facing humankind. UNICEF pulls n|p 
punches in identifying the causes of pov¬ 
erty as "the industrialised world’s policies 
on aid, debt, trade and finance which re¬ 
strict the growth of employment opportu¬ 
nities”. It quotes the Bnindtland Commis¬ 
sion (1987) report "Diversification (of the 
economies of the developing world) in 
ways that will alleviate both poverty and 
ecological stress is hampered by disad¬ 
vantageous terms of technology transfer, 
hy protectionism, and by declining finan¬ 
cial flows to those countries that most 
need international finance" (p 31). The 
governments of the developing countries 
are not spared either: “(They) have given too 
little priority to the needs of the poorest.” 

UNICEF correctly identifies the solu¬ 
tion: ‘Growth from below’, to be brought 
about by a combination of land reform, 
labour-intensive employment strategies, 
credit schemes, training opportunities, the 
nght kind of technologies, investments to 
help maintain the stability and productiv¬ 
ity of soils. The big boys at the World 
Bank must be laughing at the vain cries of 
little brother, UNICEF; for contrast this 
with: “Becau.se cuts in government spend¬ 
ing arc usually central to an adjustment 
programme, health spending is likely to 
be reduced” (World Development Report, 
1993) and the recommendation against 
food subsidies; “There is a strong case for 
government intervention to improve health 
by improving nutrition, but not for inter¬ 
fering generally in food markets, except in 
extraordinary conditions such as famine. 
In other words,’Thro.w the beggars a few 
crumbs’. The World Bank has a touching 
faith in markets which UNICEF does not 
.share. “Market economics is not a panacea 
lor social progress... if governments aban¬ 
don their responsibilities then the result 
will be societies in which inequalities 
continue to increase and in which eco¬ 
nomic demand counts for everything and 
human need counts for nothing. The clas¬ 
sic example is the US where, although the 
1980s were a period of continuous eco¬ 
nomic growth, the poorest got no share in it. 

Chicken and Egg * 

The report puts the right perspective on 
the population problem when it emphasises 
the organic link between poverty, depri¬ 
vation and population. The causes that 
maintain a high birth rate are identified as; 
lack of progress in healthcare which makes 
people have many children as a form of 
insurance against the anticipated deaths of 
at least some of them; lack of status. 


education and opportunities for women, 
which is strongly associated with early 
marriage and frequent and prolonged 
childbearing; lack of minimal security which 
makes large families attractive as a source 
of support in emergencies; lack of invest¬ 
ment in basic services and labour-saving 
technologies, which makes large numbers 
of children desirable, even essential, as a 
source of help in fields and homes; lack of 
family planning information and services; 
and lack of hope in the future, which is the 
great enemy ot planning in general. 

It is clear, therefore, that any amount of 
coercion or cajoling will not lead to a 
sustainable birth rate, unless the basic 
causes, poverty, deprivation and the lowly 
status ot women are addressed. At forums 
worldwide, the governments of the 
industrialised west are championing the 
cause of the environment. However, the 
homilies about sustainable development 
are only for the consumption of the de¬ 
prived. In their own countries they contin¬ 
ue to promote a life-style such that 20 per 
cent of the world’s population is responsi¬ 
ble for 73 per cent of the world’s energy 
use, 66 per eent of the green house gases 
and 90 per cent of the chlorofluorocar- 
bons, that threaten the earth’s ozone layer. 
Worse, by bullying and offering blandish¬ 
ment they maintain a world economic 
.system that forces millions in the third 
world into farming marginal lands, over 
using fertilisers, felling .forests, and other 
such practices which, today, have forced 
the world’s ecosystem to breaking point. 
The paradox is that the present western 
life-style is unsustainable—the impact of 
an average American on the global envi¬ 
ronment is 35 times that of an Indian, 140 
times that ot a Bangladeshi, and mure than 
2S0 times that of a citizen of Sub-Saharan 
Africa—yet the ‘American Dream' has 
been successfully sold and continues to be 
sold worldwide as the kind of life to aspire 
to. As the report pithily puts it “nothing 
could be more unrealistic than expecting 
millions of people to continue travelling 
by bullock cart and washing their clothes 
in streams and river^ before settling down 
to watch reruns of‘Dallas’ and ‘Dynasty’”. 
UNICEF is realistic about the prospects. It 
quotes Beyond the Limits by Meadows, 
Meadows and Rendels: "A sustainable 
society would not freeze into permanence 
the current inequitable patterns of distri¬ 
bution. It would certainly not permit the 
persistence of poverty. To do so would not 
be sustainable for two reasons. First, the 
poor would not and should not stand for it. 
Second, keeping any part of the popula¬ 
tion in poverty would not, except under 
dire coercive measures, allow the popula¬ 
tion to'stabilise.” But. as the experience of 
India’s ’’Emergency" showed, there are 
some governments who would like to try. 
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Recently, Maurice King of the University 
of Leeds, has heen expanding on his ‘hu¬ 
man entrapment* theory, which, by impli¬ 
cation. suggests that measures to improve 
child surviv.il should be withheld to the 
developing world, ot el.se. due to falling 
death rates, their populations would grow 
beyond the capacity of their economies, 
and their population's will be ‘trapped’ in 
famine (Maurice King, ‘Human Entrap¬ 
ment in India', NationalMedicalJournal, 
India, I99il, 4; 196-201 ) The sheer cruel¬ 
ty of the suggestion apaii, it is ba.sed on 
shoddy social analysis as has been shown 
earlier in this article. So there is no shortage 
of people who would like to try coercion. 

UNICEF feels that the way forward is a 
co-operative international effort to; re¬ 
solve PPE problems by ending poverty, 
slowing population growth and improving 
the environment; changing life-styles in 
the industrialised countries in order to 
improve the quality of life while reducing 
the environmental impact, developing 
countries should also be able to aspire to 
the same life-style without exceeding the 
planet's capacity; and assisting all devel¬ 
oping countries to develop the kind of 
economies and technologies which will 
allow them to pursue their cho.scn path of 
material development without overstep¬ 
ping local and environmental limits. 

But arc these objectives attainable? Is it 
reasonable to ex pect states manship of such 
high order? UNICEF thinks so. But it is 
one thing to believe that there is no alter¬ 
native and quite another to believe that 
such fundamental changes will come about 
just because the rich and powerful see the 
wisdom of It. UNICEF undoubtedly has 
its heart in the right place, but its more 
powerful cousins, the World Bank and the 
International Monetary Fund, do not. Con¬ 
sider for, e g, their recommendation on the 
provision of safe drinking water, some¬ 
thing which UNICEF considers extremely, 
important in improving child survival: 
“Broadly based subsidies are not neces¬ 
sary for ensuring access to safe water ...” 
(WorldDevelopment Report, 1993). Health 
benefits alone do not generally provide a 
rationale for public subsidy of water and 
sanitation. There arc similar recommen¬ 
dations with regard to food subsidy and 
other welfare activities. Although the Bank 
admits that the effect of a^ustment 
programmes arc uncertain ancTmay ad¬ 
versely affect the poor, they still suggest 
compression of social welfare spending. 
The horrendous results of these policies in 
Latin America have done nothing to dim 
their enthusiasm. Statesmanship and the 
industrialised west do noi %ccni to be even 
nodding acquaintances Change is inevi¬ 
table. But the course it will take may be quite 
different from UNICEF’s pro)ections. The 
end of history is nowhere in sight 
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TAMIL NADU 

A Ikx on Saraswati? 


Though the sales tax on hooks proposed in the Tamil Nadu budget for 
1994-95 has been withdrawn, an idea once mooted is relatively easy to 
revive. Saraswati might one day be actually required to contribute to the 
exchequer. 


MOST budgets cause a flurry, in one sec¬ 
tion or the other, tor one reason or the 
other. The much publicised outcry that 
followed the Tamil Nadu budget for 1994- 
95 basically reflected astonishment—that 
such an impost could at all have been 
considered, and that loo in this state. The 
proposal was an extension of the sales tax 
network to cover the sale of books. The 
immediate reaction of the book trade was 
one of shock and disbcliet. for more than 
one reason. That the idea was mooted 
despite the national priority given to the 
spr^ of literacy and education was one, 
for the proposal covered all books, not 
sparing textbooks and exercise books. And 
Tamil Nadu had been in the vanguard in 
the introduction ot free pnmary educa¬ 
tion! Also, the government had demon¬ 
strated—very recently and quite gener¬ 
ously—its concern for the book trade. 
When a Hre destroyed most of the stalls in 
the annual Book Fair of Madras last Janu¬ 
ary, the government came forward with an 
ad hoc grant to each affected party of 
Rs 12,500 as well as a further Rs 12,500 as 
an interest-free loan. As many as 100 
stall-owners benefited from this largesse. 
Perhaps the unkindcst out of all was that 
the suggested tax should have received the 
approval of the chief minister. Jayalalitha 
is well known as an avid reader and as the 
owner of a sizeable personal library. When 
further enquiry revealed that the proposal 
had its origin in a report prepared by 
B Vijayaraghavan, a senior IAS officer 
(since retired), astonishment reached a 
new pitch. For Vijayaraghavan is well 
known in the book circles of Madras as 
a scholar and frequenter of book shops. 

Actually Vijayaraghavan had been asked 
some time ago (while he was still in ser¬ 
vice) to look into and report on all aspects 
of commercial taxes in the state. He had, 
in the course of this work, listed the items 
that were outside the tax network—which 
included books as also coconut fronds and 
firewood—without looking into the im- 
l^cations of an extension of the tax cov¬ 
erage. When the current year's budget 
exercise began, the bureaucrats apparently 
just tucked-in this list for additional re¬ 
source mobilisation, again without analy¬ 
sis of the implications. 


The levy proposed was not immoder¬ 
ate- -3 per cent on the sale of books at the 
first point ot .sale which, with the sur¬ 
charge, would have worked out to an ef¬ 
fective 3.6 per cent. The attendant turn¬ 
over tax was pitched at 2 to 3.5 per cent. 
What was lacking was an appreciation of 
the likely impact of the tax in the context 
of the structure of the book trade, espe¬ 
cially as it operates in Tamil Nadu. A 
relevant vital fact is that there is no sales 
tax on books in any other state and the 
publishing and sale of books is a nation¬ 
wide activity, with considerable inter-state 
movements. The seeming simplicity of a 
single-point levy disappears when it is 
seen that the first point of sale could be 
any one of the different segments of the 
trade—publishers, distributors, agents or 
retail booksellers. The shifting of the tax 
from the first point of sale to subsequent 
levels, ending with the book buyer, is 
fraught with difficulties-arising from com¬ 
petition reflecting differences in commis¬ 
sions given, access to alternative sources 
of supply, etc. At the same time, no seg¬ 
ment, it is claimed, can absorb the tax. 
Publishers in Tamil Nadu mainly bring 
out Tamil books. They are proprietary or 
partnership concerns and have to face the 
problem of large stocks because of the 
sluggish demand for theiroutput. To them, 
the tax would have meant an intolerable 
burden. As for distributors and agents 
(suppliers to institutional buyers), their 
position is currently strong because they 
also serve book-shops and institutions in 
neighbouring states—a link that obvious¬ 
ly cannot withstand the burden of a tax. 
Even book buyers in the state wou Id resent 
the tax and seek to transfer their custom to 
tax-free zones. And it was not only the tax 
burden that bothered the trade hitherto 
unexposed to the tax authorities. There 
was, at all levels, worry over the hassles of 
compliance, accounting and book-keep¬ 
ing complications, with the need to main¬ 
tain separate books for transactions within 
and outside the state. 

Altogether, what was proposed was a 
messy tax—difficult to administer and 
possibly not very productive. No indica¬ 
tion was given in the budget of its antici¬ 
pated yield but enthusiastic overestima¬ 


tion seems likely. No data are availal^ on 
book sales according to qategory but it is 
a reasonable guess that textbooks account 
for a goodish chunk. Government schools 
are provided with free supplies of text¬ 
books and the addition of a tax to these 
would merely increase the subsidy. 

Because of the nature of its ware, the 
book trade has always fancied itself as 
being in a unique position. And it has 
come to expect immunity from harass- 
ments such as taxation. This assumption 
received a rude shock in Tamil Nadu. 
Initially, many attributed it all to some 
reporting error—the reiteration of an ex¬ 
emption wrongly presented as a new im¬ 
post. But soon disbelief gave way to dis¬ 
tress and despair. Vociferous protests fol¬ 
lowed but the lurking fear was that the 
government would never go back on a 
proposal and lose face. Several distribu¬ 
tors, agents and even booksellers began to 
plan toshiftoutof the state to neighbouring 
Pondicherry or Bangalore. To everyone’s 
vast relief, however, within a week of the 
presentation of the budget, the govern¬ 
ment announced the withdrawal of the 
proposed tax on the sale of books (as also 
on coconut fronds and firewood). It was 
officially stated that the government “was 
anxious that the taxation should be mini¬ 
mal and not result in a burden to the poor”. 
The Book-Sellers* As.sociation attributed 
the success to its persuasive reasoning. 
Others said that the chief minister, furious 
about the slipshod preparatory work, had 
ordered the withdrawal. 

Whatever the reason, books—an ac¬ 
knowledged symbol of the Goddess of 
Learning—have been spared for now. But 
there is a lurking fear too. The idea once 
mooted is relatively easy to revive. Tamil 
Nadu (then Madras) was the first state to 
introduce sales taxation. It could revive its 
pioneering spirit to be the first to tax book 
sales! Or other states could take up the 
idea. Sales of books are taxed in some 
other countries. Revered she might be 
even by iconoclasts, but Saraswati too 
might one day be required to contribute to 
the exchequer. 
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MEXICO 

The Roots of Chiapas 

Jonathan Fox 

It is already clear that the Chiapas rebellion has transformed Mexican 
politics, from bottom to top. Although an aiiihoritanan backlash is still 
possible, for now democratisation and social reform have moved to the 
centre of the national agenda. How could this have happened? And where 
might it lead? 


JANUARY 1, IW4 was (o he celebrated in 
Mexican history as the opening day of the 
North American Free Trade Agreement 
(NAFTA). The rebellion in Chiapas changed 
all that. According to Jose Juare/., leader of 
the Chiapa.s Union of Ejidos of the Jungle; 
“When president Salinas went to bed on 
New Year’s Eve, he thought he was going to 
wake up a North American. Instead, he 
woke up a Guatemalan." While the govern¬ 
ment security lorces were on leave or still 
asleep, as many as 2,0(H) indigenous rebels 
took over four major county seats, including 
the colonial capital of ,San Cristobal dc las 
Casas. Not all were armed, but they dis¬ 
played the uniforms, cohesion, and disci¬ 
pline of a well-trained military force. From 
their first 'Declaration of War’, however, 
their strategy seemed clearly to be tiiorc 
political than military. 

The rebellion cauglit Mexico's national 
leaders completely by surprise. When a 
small military confiontation la.st May led to 
news reports of secret training camps, the 
minister of the interior, a former governor of 
Chiapas, declared "'rhcrc is definitely no 
guerrilla activity in Chiapas”. That certainty 
was not shared in Chiapas itself, where 
undergnmnd military preparations were an 
open secret. When I visited San Cristobal 
last June, it was clear that an armed conflict 
was coming. 

Still, the impact transccndcdcxpcctations. 
No one imagined that an uprising in a hand¬ 
ful of municipalities would open huge cracks 
in the national political system, shake the 
Mexican government to its foundation, and 
enable a vast array of social forces to seize 
the opportunity to pry the system open still 
further. 

Mexican Poi-mcs Transformed 

The red bandannas and dramatic declara¬ 
tions that provided the uprising with its 
popular imagery resonated with central 
America. Observers have long suggested 
that Oiiapas—once part of Guatemala— 
has more in common with central America 
than with the rest of Mexico. And in terms 
of social polarisation, open r»:ism, and the 
impunity with which local elites use repres¬ 
sion, the resemblances are strong. 


The Zapalisuis, however, arc not the cen¬ 
tral American revolutionaries of a dozen 
years ago. They do not propose to impose 
their alternative project on Mexican siK'icty 
as a whole, their official statements do not 
mention siK'ialisin. and their main political 
demand is fur a government o1 transition to 
hold free and fair elections at all levels of 
government. 

Mure fundamentally, Chiapas is part of a 
national political systcmquitc different from 
any in central America; the ruling party is 
much broader, and civil society much stron¬ 
ger. The decisive political importance of 
these natiohal differences was sharply un¬ 
derscored when, after less than two weeks of 
fighting, Mexico’s president Salinas de¬ 
clared a unilateral cease-fire and sat down to 
negotiate. He agreed at least partially to the 
Zapatistas’ conditions, and a political solu¬ 
tion became ixissible. Mexican civil society 
and important factions within the regime 
were, for the time being, stning enough to 
hold off the initial military response. 

To be sure, the regime remains deeply 
divided, and it is too soon to predict how the 
conflict will finally be resolved. But as 1 
write in mid-March, the cease-fire has held, 
and negotiations have begun. The colonial 
Cathedral of San Cristobal was the first site 
of political negotiations between the federal 
government and the Zapatista political and 
military leadership,complete with ski ma.sks 
and weapons. (The Mexican army had taken 
the position that only criminals wear masks. 
They apparently did not have the last word.) 

The fate of these peace talks depends in 
pan on two other .sets of negotiations that 
giewoutof the January rebellion. In Chiapas, 
a broad coalition of indigenous social and 
civic groups has formed to promote peace 
with justice and democracy. Many commu¬ 
nities in the region in revolt, after months of 
assemblies and internal debate, divided over 
whether to take up arms. Now groups on 
both sides of the question have come togeth¬ 
er, and the federal government has given the 
new statewide network unprecedented re¬ 
spect and recognition. The government may 
have intended to isolate the rebels political¬ 
ly, but to iK> avail. The statewide coalition 
has declared support for Zapatista demands, 
though not their decision to take up arms. At 


the same time, a third set of negotiations— 
between the national government and the 
major political parties—has prwluced an 
agreement promi.sing unprecedented demo¬ 
cratic electoral reforms. 

With negotiations moving forward both 
regionally and nationally, it is already clear 
that the Chiapas rebellion has transformed 
Mcxic.in politics, from bottom to top. Al¬ 
though authoritarian backlash is still possi¬ 
ble. tor now demiKratisation and social 
reform have moved to the centre of the 
national agenda. How could this have hap¬ 
pened? And where might it lead?The begin¬ 
nings of answers to these questions lie in the 
economic and political life of Chiapas itself. 

UN10UCHI.D nv Agrarian RD'ORM 

Chiapas is a region of large cattle ranches 
and coffee plantations, alongside tiny fam¬ 
ily plots; Its notoriously unequal distribu¬ 
tion of land remains largely untouched by 
agrarian reform. Indeed, Chiapas accounts 
fur fully a third of the agrarian reform 
department’s backlog of unresolved con¬ 
flicts and land distribution decrees that were 
never carried out on the ground. For the 
campesinos, it is a backlog of broken prom¬ 
ises. And their hope to see those promises 
redeemed within the system was dashed by 
recent reforms of the Mexican constitution. 
The government, m<»eover, for years un¬ 
willing to redistribute land in Chiapas, en¬ 
couraged landless families to move to the 
Lacandon jungle, cut down the forest, and 
raise subsistence crops, coffee, and cattle. 
This policy pnxtuced a long and bloody 
history of land conflicts; uncounted dozens, 
perhaps hundreds, of community leaders 
have been murdered with impunity over the 
last two decades. 

This class conflict is deepened and inten¬ 
sified by the racism of the Chiapas ruling 
elite. Discrimination in Chiapas is much 
more overt than in must indigenous regions 
of Mexico—until the mid-1950s, San 
Cristobal was literally an apartheid city. 

The mainstays of the peasant economy, 
too. were in deep trouble in the period 
leading up to the rebellion. Prices for coffee, ' 
cattle, and com were down and logging was 
banned (at least for peasants). These prob¬ 
lems aggravated long-term crises of the 
regional peasant economy, including a short¬ 
age of land and erosion in the highlands and , 
poor soils in previously forested lowlands. 
Meanwhile, thenational government slashed 
farm support programmes—agrtcultural 'j 
credit and technical assistance—deepening <j 
the regional economy’s downward spiral. i 

NAFTA; ‘A Death Sentence’ 

1 

The insertion of NAFTA into these al- | 
ready unpromising conditions signified a 
deepening of rural problems—the end of t 
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ianU reform, increa.secl polarisation within 
Mexico between north and south, and the 
exclusion of indigenous peoples from the 
national dehaie. The trade opening especial¬ 
ly threatened corn, n crop with great sym¬ 
bolic as well as economic significance. The 
intense debate about NAFTA in the US also 
may have prompted the Mexican govern¬ 
ment -inoic worried about international 
embarrassment than Kxal tunnoil—to pre¬ 
tend that nothing was happening in rhiap.is. 
In fael, some analysts suggest that Salinas 
appointed the hard- line governor of Chiapas, 
Patiocino (ion/,lie/, to become minister of 
the inteiioi precisely to keep the ltd on 
during the NAI’fA debate. Gon/ale/. would 
have lun the l‘W4 presidential elcetions, 
hud he not been leinoved as part ot Salinas's 
turn U) .1 political .solution. 

Uy launching the icvolt on the first day of 
NAF'I'A, the Zapatistas guaranteed them¬ 
selves international press attention. Their 
official stalenienls stressed that their main 
goal w.is simply to draw attention to the 
political and economic cii.sis in Chiapas. 
And Subcoinandanic Marcos's charge that 
NAFTA IS a ‘death sentence' for Mexico's 
indigenous peoples became the einhicni for 
the leheliion. Some US specialists on Mex¬ 
ico were puzzled by this emphasis on 
NAFTA. One said that it could not be an 
indigenous rebellion; how could Indian peas¬ 
ants know about NAFTA'.’ Another suggest¬ 
ed that the timing was just a coincidence. 
Tlie exjKrts ought to have known that the 
pro-govcrnineiit media have been trumpet¬ 
ing the onset of NAFTA throughout the 
country lor a long lime. 

Fful there is a pu/./.lc here: if the rebels' 
mam goaf was to attack NAFTA, they would 
have launched the uprising the week before 
the I IS congressional vote instead of wait¬ 
ing lor the iiealy lo lake effect. Still more 
f undamentally, the grievances that led to the 
rebellion eaiinot be understixid exclusively 
by reference to the rural economic crisis and 
NAFt’A. F'or, although their effects were 
felt throughout rural Mexico, only Chiapas 
rebelled. What, then, is different about 
Chiapas’’ 

IIndi ri.ying Poi iruAL Probum 

Part of the answer is polities. Consider the 
Zapatistas' iwo main targets. While in com¬ 
mand of the region's power centres, they 
destroyed the town halls and the police 
stations, hut touched littlccl.se. In Altamirano 
they whacked away at the ‘municipal pal¬ 
ace’ with sledgehammers for two days. Be¬ 
fore the army began sweeping through the 
region last spring, the main sources of re¬ 
pression in Chiapas were the local and state 
authorities—police under the control of 
‘elected’ officials. Since the mid-l98()s. 
Amnesty International, Amcncas’ Watch, 
and Minnesota Advocates for Human Rights 
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have documented a systematic use of torture 
and political violence by the state and local 
police. 

'I’he problem ol repression in Chiapas 
came bricily to national attention in 1^2 
because of an indigenous march from 
Paicnque to Mexico city (a distance of about 
1 ,(X)0 kilometres). The protest was called Xi 
Nich—the ‘Ant March’—and with support 
from the progressive church the marchers 
made it to (he gates of (he capital, prompting 
national authorities to negotiate. The gov¬ 
ernment promised to meet many of the 
demands, but after the marchers reinrned 
home few agreements (they charge) were 
ever cairied out. 

The underlying political problem in 
Chiapa.s is the lack of free and fair elections 
for all levels of government; basic freedoms 
arc not respected and election numbers are 
regularly cooked. According to a study ol 
the 1988 presidential elections by the non¬ 
partisan Fundacion Arturo Rcwcnbleuth, the 
remote rural Ocosingo federal election dis¬ 
trict---one ot the centres of the uprising— 
reported one of the highest rates of voter 
turnout in the country: Of those on the rolls, 
81.5 per cent reportedly voted, a figure well 
above the reported national luinout of 50..) 
per cent. When compared \sii:i the popula¬ 
tion figures, this meant that 99 5 per cent ol 
(he voting age population ol ihc district 
voted, giving Salinas 9S.6 per cent of their 
votes. Borrowi ng from Gogol' s Dead Sotds, 
the official 1988 rolls included more than 
105 per cent of the voting age population in 
another 35 rural election districts around the 
country, including 125 percent of the adult 
population ol the C'omitan distnet, also one 
of the areas in revolt. 

As the turnout numbers suggest, these 
uuthontarian enclaves arc not simply re¬ 
mote rural backwaters, cut oil from national 
politics and as yet untouched by the govern¬ 
ment’s nxxlernisation project. As national 
elections are contested more and more, the 
winning margins narrow. So the national 
leaders of Mexico's ruling party need these 
controlled districts more than ever. Author¬ 
itarian enclaves made the difference in the 
1988 presidential race, and could swing the 
vole in 1994 as well. That is why Chiapas is 
so important: the struggle for political de¬ 
mocracy at the national level depends on the 
fight for kxial democracy. 

But politics in Chiapas is not simply a 
matter of electoral fraud; force, too, plays a 
central role. The political class in the Chiapas 
state government is especially authoritari¬ 
an. and recent governors have been particu¬ 
larly brutal—which led the Zapatistas to 
take one as a prisoner of war. This general- 
tumcd-rancher was later released unharmed, 
to facilitate the negotiations. The governor 
at the time of the rebellion (a political 
appointee, now also fallen) was especially 
irritating to the citizens of Chiapas because 


he was considered an imposed foreigner— 
Elmar Setzter Marseille, from a plantation 
family of German descent. His charges that 
the rebellion was ‘foreign-inspired’ were 
not well-received. 

More immediately, political conflict last 
f all convinced many that prospects for peace¬ 
ful change within the system had closed up, 
contributing to the popularity of the 
Zapatistas among the indigenous peoples of 
Chiapas. Right-wing forces in the Mexican 
government, together with the Papal Nuncio 
and his allies in the Catholic church, openly 
tried to have Bishop Samuel Ruiz removed 
from the diocese of San Cristobal. Don 
Samuel is the Archbishop* Romero of 
Chiapas’, a towering figure whose defence 
of the rights of the indigenous is legendary. 
He organised the first statewide indigenous 
congress in 1974, in honour of Fray 
Bartolonic de las Casas, the chronicler of the 
conquest and first Buiopcan defender of 
indigenous rights. Much of the rich web of 
social organisations huilt by the indigenous 
peoples of Chiapas trace their origins to this 
first taste of trccdum of expression and 
assembly. The public attacks on Don Samuel 
brought over 15,00() indigenous pcopledown 
from the mountains to march in his defence 
through the streets of San Cristobal Inst 
fall—the largest protest in the history of 
Chiapas, even larger than the 1992 protest 
against (he 500th anniversary of the Spanish 
conquest. 

History, Inif.ri.si and (Conviction 

If poverty and authoritarianism explain 
what makes rebellion possible, they do not 
explain why rebels chixise to lake the ex¬ 
traordinary risk ol directly confronting state 
power. Who, then, are the Zapatistas? What 
mix of history, interest, and conviction 
brought them together? 

Contrary to early claims by the govern¬ 
ment about foreign involvement, the 
Zapatistas arc Mexican, mostly indigenous. 
Some Mexican participants may well have 
had combat experience in central America, 
but no evidence of foreign participation has 
been presented. Starting with their ‘Decla¬ 
ration of War’, the official Zapatista com¬ 
muniques are written in the tradition of the 
Mexican Revolution, citing Article 39 of the 
Constitution which vests national sover¬ 
eignty in the people. 

The Zapatistas' early origins are quite 
murky, but for at least a decade they have 
sunk roots in rural Chiapas and possibly 
elsewhere in Mexico. They organised in 
total isolation from the rest of the Mexican 
left, and reliable information about them is 
very limited. Politically, they may have 
begun as a convergence of splits from an 
influential neo-Maoist political group called 
Pohtica Popular with more central Ameri- 
can-style revolutionary ideas. Recent re- 
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pons suggest that since the end of the cold 
war their ideology has shifted much closer 
to the mainstream of Mexico's broad dem¬ 
ocratic movement. Since the rebellion, all 
their official public statements call for con¬ 
stitutional democracy and social reform, 
llicir initial ‘Occlaration of War’ called for 
the “Powers of the Nation" (the legislature 
and judiciary) to “restore the legality and 
stability of the nation by removing the dic¬ 
tator [meaning Salina.sl from office”. In 
.Subcoinandantc Maicos’s words, “we de¬ 
mand the loiination ol .i new government of 
tiansition that would convene tree and deni- 
ocialtc elections for August 1994”. They 
deny that they arc trying to impose their 
project on Mexican siK'icly by force. 

More radical dcmtmds have been heard 
liom fiaginenis of interviews with militants 
on the gioiind. This may reflect dilfeicnees 
between Icadciship and base, or political 
dificrcnces within the Zapatista 
Aimy(KZLN). Given the alphabet soup of 
Chiapas rural politics, it would not be sur¬ 
prising to discover that several distinct 
groups came together in recent years to form 
the liZLN. 

Whatever their ideoh'gical roots, the 
Zapiitistas gradually won over many activ¬ 
ists who had long tried organising for change 
within the system. Chiapas is full of inde¬ 
pendent peasant organisations, many with 
two decodes of tough organising behind 
them. .Some are spiritually-inspired while 
others aic more secular. Sonic fwus on 
community economic development projects 
while others arc more culturally and ethni¬ 
cally identified. Some are affiliated with 
national groups, like the National Network 
of Col fee Organisations, the National Union 
of Autonomous Regional Peasant 
Organisations, the Independent Central of 
Farniworkeis and Peasants, The National 
‘Plan de Ayala' Network, and the Indepen¬ 
dent Front of Indian Peoples, while others 
prefer to stick to l(x;ai and regional allianc¬ 
es. Some fight for land rights and against 
human rights abuses, while others steer 
clear of such dangerous issues. 

The Zapatistas come out ol this world—a 
dense network of associations seeking to 
change the system hut consistently encoun¬ 
tering more repression than reform—and 
they have already helped to transform it. 
Until the January uprising, the community- 
based indigenous and peasant organisations 
of Chiapas had operated largely indepen¬ 
dently from one another But in the wake of 
the January uprising and the political space 
it opened up, they have come together in a 
statewide network of unprecedented politi¬ 
cal breadth and diversity. 

In spite of the 7,apatistas’ clearly local 
roots, government spokes people have sought 
to discredit the movement by claiming that 
it cannot be truly indigenous. Indigenous 
revolts are supposed to be ‘spontaneous*. 


but the January events were well-planned in 
advance. The government alleges that the 
many indigenous people who participated 
were actually duped by non-indigenous pro- 
tcssioiial revolutionaries. Indigenous peo¬ 
ples arc also supposed to have only local, 
immediate demands; the oflicial view is that 
they arc not conccincd with national poli¬ 
tics. For this reason, the Zapatista emphasis 
on political democracy is offered as conclu¬ 
sive evidence that this is not an authentic 
indigenous movement. 

In response to government charges, the 
Zapatistas claim that their top leadership is 
exclusively indigenous. Tliis message was a 
bit muddled since ihcir principal spokesper¬ 
son, Marcos, is not indigenous (though he 
has made it clear that he is merely a 
‘,Subcomaiidaiilc'). When the top leader¬ 
ship met with the press for the first lime m 
early Fcbi uai y, though, the confusion began 
to clear up. .Spanish is a foreign language lor 
ail of the leaders—indeed, ('ommandante 
Ramona reportedly speaks only T/ot/i I. They 
affirmed that their f'landestiiie Rcvolution- 
aiy Indigenous (’ommittec is the highest 
political authority, though Marcos is the 
, main milit<uy strategist. They said (hat 
•’ Marcos is their spokesperson because “he 
has such a facility with Spanish. We still 
have a helluva lot of trouble with it. That’s 
why we need him to do lots of things lor us. 
... But we make (he pislitical decisions.” No 
one seems to know who Subcomandante 
Marcos is, other than those who have point¬ 
ed out that his name stands lor Margaritas, 
Altamirano, Rancho Nuevo, Comitan, 
Ocosingo and .San Cn.stobal, the main towns 
in the zone of conflict. 

Moreover, the Zapatistas’ initial de-em¬ 
phasis of ethnically-speciflc demands may 
reveal more about the extreme complexity 
of the ethnic map of the main region in 
revolt than about the social origins of the 
liZUN. The Canadas region is an area of 
relatively recent settlement, mostly by in¬ 
digenous homesteaders fnim other parts of 
Chiapas, especially from (he densely-popu¬ 
lated Altos region, but also by .some mesti¬ 
zos from other Mexican .states. Thus the 
different ethnic groups are not .settled in 
their own geographically and culturally dis¬ 
tinct areas. The result has been a great deal 
of inter-ethnic mixing, and Tzcital has re¬ 
portedly become a lingua franca, along with 
Spanish. This mixing may help to explain 
why the rebellion shows signs of a broader 
pan-Mayan identity. It also accounts fur 
the relative ab.scncc of cthnically-specific 
demands bti.scd on primordial claims to 
the region where they live, and for the 
central place of the demand to be treated 
as full citizens of Mexico—though the 
Zapatistas have recently proposed the 
creation of indigenous co-governors, as 
counterweights to/nej/izn-dominatcd slate 
authorities. 


Military Response and Its Reversal 

When the rebellion began on January 1, 
the government was initially paralysed by 
surpri.se. Eventually,morethan 12,0(jo troops 
were sent in from all over the country. In 
most of the (owns occupied by the rebels, the 
army waited for them to leave before mov¬ 
ing in. In .San Cristobal, the rebels left at six 
in the morning, just its they had arrived, with 
no combat. The army arrived at six that 
afterniMn. In the end there were relatively 
few battles, though it tiM^k the army some 
time to dislodge the rebels from Ocosingo, 
and the EZI.N kept (he anny pinned down 
for several days at the Rancho Nuevo mili¬ 
tary base. 

By January 6 the picsident made his first 
public appearance, taking a very hard-line 
stance The government was trying a niili- 
laiy solution, complete with widespread 
torture, disappearances, and reports of se¬ 
cret graves. .Sixm, however, the combina¬ 
tion of mteniational and domestic pressure 
tor a peaceful .solution led .Salinas to change 
strategy. In a clear shift from the post- 
NAFTA afterglow of positive news cover¬ 
age, the international press was, from the 
beginning, remarkably critical of the Mex¬ 
ican government. Liberal US advocates of 
NAFTA, having bet heavily on its 
democratising impact, were relieved when 
president Salinas declared a unilateral cease¬ 
fire. He called in the former mayor of Mex¬ 
ico City, Manuel Camacho, runner-up in the 
secretive inside competition to become the 
ruling party's presidential candidate, to head 
a peace and reconciliation commission. 
Camacho is widely respected for his politi¬ 
cal negotiating skills, and has important 
family tics toChiapas. He immcdiatelycallcd 
on Bishop Ruiz to help. As Camacho came 
back into play, after having lost the most ; 
important political game in town, specula- ; 
tion spread—with Camacho’s encourage- \ 
ment—that he might re-enter the race forthe | 

presidency. Some Mexico city conspiracy j 
theorists even suggested that Camacho him- * 

self w,xs behind the revolt. (A more plausi- ; 
ble conspiracy theory would predict efforts 
by powerful opponents of serious political , j 

change who remain entrenched within the .j 
state to throw a monkey wrench into the / 
delicate peace talks.) e 

Within civil society, the government's | 
early hard-line response had the unintended ' 
consequence of mobilising and unifying a 
broad, disparate range of groups, including | 
the Catholic church, independent print me- t 
dia, a nascent human rights movement, non- j 
government development organisations, in- ', 
digenous righLs groups, and national politi- | 
cal parties. A small announcement pub- ! 
lishcd in Mexico’s most important 
newsweekly gives a sense of the response. It j 

comes from the Mexican Centre for ChiJ- 
dren’s RighLs: “Now is the time for us to j 

i 
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know who we arc. Thanks to the EZLN for 
the days of light you are giving us." The 
response was so strong that when Salinas 
first announced his shilt to a political ap¬ 
proach, he desciibcd it as a response to the 
calls for peace Irom civil society, suggest¬ 
ing that their pressure helped to tip the 
balance in the secret, high-level debate over 
military versus political solutions. 

Remarkably, even strong critics of the 
2^putistas and their big city synipathi.sers 
have recognised the legitimacy of their de¬ 
mands. Reacting to a government offer of 
amnesty, Subcomandante Marcos asked; 
“Why should we be the ones to ask for 
pardon?" Acknowledging hiscloquentchal- 
lenge, Nobel Pri/,c-winning writer and 
Zapatista critic Octavio Paz said, “it ically 
moved me---it's not the Indians of Mexico, 
but we who should be the ones who ask for 
pardon. I don’t close my eyes to the respon¬ 
sibility of our authorities—especially tho.se 
in Chiapas—nor to the no less senous re- 
s|Hinsibilitics of the selfish and narrow¬ 
minded comfortable classes of that rich 
province. But the responsibility also ex¬ 
tends to Mexican society as a whole. Almost 
ail of us, to a greater or lesser extent, are 
guilty of the iniquitous situation of the Indi¬ 
ans of Mexico, since wc have allowed, with 
our passivity or onr indifference, the extor¬ 
tions and abuses of the plantation owners, 
the ranchers, the caciques [local bostics] and 
corrupt politicians." 

One of the most influential institutions in 
civil siKiety, the Catholic church, has re¬ 
sponded by closing ranks in support of 
Bishop Ruiz. The earlier attacks again.st 
Ruiz appeared to fit the classic central 
American-styie image of church hierarchy 
versus liberation theology. But things turn 
out to have been more complicated. The 
church’s institutional interests were in¬ 
volved, since the Pope’s Ambassador, a 
foreigner, had pushed the top leaders of the 
Mexican church aside to become president 
Salinas’s mam church ally. He also angered 
many bishops by agreeing to accept the 
government’s story about the ‘accidental’ 
airport murderof tte Cardinal of Guadalajara 
(by machine gun at point blank range). Now 
that Ruiz has become the key link in the new 
peace talks, the balance of power within the 
Mexican church seems to have shifted to the 
national authorities. 

.Wax GovnRNMKNT Keep Its Word? 

Prompted by economic distress and polit¬ 
ical subordination, rooted in a rich network 
of regional associations, and protected by a 
broader Mexican civil siKiely, the Zapatista 
revolt is as important as the student move¬ 
ment of 1968, citizens movements after the 
Mexico city earthquake, or the 1988 move¬ 
ment for democratic presidential elections. 
As pro-democracy, elements within the 


church have increasingly joined with hu¬ 
man rights, civic, grass roots and indige¬ 
nous movements throughout Mexico, civil 
society seems to have gained strength in its 
long-term, two-steps-forward/one-stcp-back 
struggle to weaken authoritarian rule. 

One sign of this progress is the govern¬ 
ment’s pact with the national political par¬ 
ties. It promises independent ovei^ight of 
the election commissions, independent au¬ 
diting of the voter rolls, fairer access to the 
media, and lower campaign spending ceil¬ 
ings. Whether the government will keep 
the.se promises is another matter, but the 
broad sympathy for the Zapatistas through¬ 
out urban as well as rural Mexico indicates 
that the government will pay a very high 
jTicc if it commits fraud in the upcoming 
presidential elections. 

At the bargaining table in Chiapas, the 
government preferred to deal with local and 
regional issues, making national conces¬ 
sions only on some general principles to 
defend indigenous rights. That approach 
misses the point, and could carry dangerous 
implications. As Bishop Ruiz put it, “From 
the beginning the Zapatistas r.iiscd national 
issues... Those who think they can isolate 
the problem of ChiapiLs troin the national 
context as the way to solve this problem 
didn’t understand anything. This is a prob¬ 
lem that IS rai.scd to the national level be¬ 
cause the indigenous arc not only in Chiapas. 
Their situation is the same all over, and all 


of them have been identifying with the 
(Zapatista] cause, though not with the 
means.” As of this writing, an agreement 
has been reached and the Zapatista leader¬ 
ship is consulting their rank and file. Tlicy 
seem to be relying on civil society in the rest 
of Mexico to further the struggle for 
democratisation at the national level. But 
the dral't agreement—now being debated in 
the villages—does not .seem to require them 
to turn their weapons in. They may simply 
wait and see whether the government fulfils 
its promi.se of a free and fair election in 
August. 

'The Zapatistas arc not going to accept the 
usual promises, and if peace talks break 
down the revolt could spread, well beyond 
Chiapas. Indigenous peoples represent at 
least the bottom 10 per cent Mexican soci¬ 
ety. According to one rank and file 7.apatista 
militant nearGuadalupcl'epcyac, “wedon’t 
know much about the proposals, but even if 
we did, that wouldn’t be enough. I think that 
agreements have always been paper that the 
government takes to the bathroom. I want to 
see what happens to the land. That’s why 
Eniiliano Zapata died.” 

When asked what happens if the negoti¬ 
ations break down, he replied: “If they 
break down, they break down. We’re here. 
Then we’ll play our role. We’ll see who’s 
more ready. Maybe the army soldiers are 
more ready to die. Or maybe we’re more 
ready to die.” 
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PERSPECTIVES 


Women’s Movement within 
a Secular Framework 
Redefining the Agenda 

Flavia Agnes 

The riots in Bombay which followed the demolition of the Babri masjid 
dealt a severe blow to the premise that women have a separate existence 
away from their communal identity where they can discuss problems of 
rape, divorce and maintenance on a common platform. If social action 
means reacting to external social reality, then as the external reality 
changes internal positions have to be redefined or else the movement will 
become redundant in the face of the newer challenges. 


BOMBAY has the reputation of having 
been the home of many progressive social 
movements during the pre-independence 
and later. Although the first communal 
riots recorded in the history of Bombay 
took place in 1893,' the city grew into an 
industrial capital and acquired a cosmo¬ 
politan image, with the migrants provid¬ 
ing the necessary vibiancy for the growth 
and expansion of the city. This character 
of the city made it possible for many 
refugees to take shelter here after parti¬ 
tion. The riots during the later period did 
not affect Bombay in any significant way. 
Bence the scale and intensity of the riots 
which followed the demolition of the 
Babri masjid at Ayodhya took Bombayites 
by surprise. They dealt a serious blow to 
the cosmopolitan and progressive image 
of the city. The city which had welcomed 
with open arms refugees of all natural and 
man-made calamities and provided them 
with the basic minimum means of suste¬ 
nance witnessed a large-scale exodus. 
Many of its age-old trades as well as 
Its endeared traditions went up in flames 
with the tacit approval of thousands of 
spectators.^ 

The riots posed a new challenge to the 
social movements in the city. And sadly, 
they failed mittcrably. It was evident that 
building a counter secular force had not 
been in their agenda and hence they could 
not counter the rising wave of communal 
passions. The feeble voice raisetlby a few 
groups was drowned in the sea of venom 
and hatred into which the city had plunged. 
Even worse, some trade unions and com¬ 
munity organisations became the fertile 
collective on which this venom was nur¬ 
tured and nourished. 

As the city ‘went back to normal* and 
the organisations tried to pick up the threads 
they sensed a sharp cleavage. The benefi¬ 
ciaries of a programme or the members of 
a union had been divided into two 


sectors—the majority and the minority. 
The question foicmost in the minds of 
sccular-mindcd persons was an obvious 
one, ‘Why did this happen... and when...? 
And where did we go wrong?’ Did the 
venom ofcommunalism spread overnight? 
If not, did the movements themselves con¬ 
sciously or unconsciously participate in 
this process? The riots affected different 
social movements m different ways. Since 
my work has primarily been within the 
women’s movement, I am posing the ques¬ 
tions within its confines. 

Womln’s Movr.MENT IN India 

Around lute 70s and early 80s the autono¬ 
mous women’s movement began to take 
shape mainly around the issue of rape and 
bride burning. The groups which mush¬ 
roomed in various cities consisted of women 
from left and liberal background' many of 
whom were professionals from middle and 
upper strata of society.* To focus attention 
on the issues, women walked the sticcts in 
protest marches shouting slogans. The ini¬ 
tial spontaneous protest mui chc.' led to mi >. e 
sustained activities like counselling centres 
and support services.^ Women from both 
lower and middle strata approached the 
centres for help in a crisis situation. These 
centres subscribed to a pro-women ideology 
whieh can be termed as broadly feminist, 
although some groups refrained from using 
this term. They challenged the traditional 
and conservative role of women as subordi¬ 
nate partners within domestic and social 
relationships. 

Although the groups remained small in 
number, the movement was highly visible 
as it received wide media publieity. This 
acted as a pressure tactics and the state 
was forced to respond. Women’s issues 
were placed on the agenda of state-spon¬ 
sored developmental schemes, social work 
programmes and sociological research. 


The government set up anti-dowry police 
cells to help victims of domestic violence. 
There were also several cosmetic efforts 
at legislative reforms although the inad¬ 
equately formulaied laws did not have the 
desired effect.’ 

While the counselling centres icmaincd 
at the crisis intervention level, several 
community organisations and non-gov¬ 
ernmental agencies (NGOsj formulated 
programmes to address the economic is¬ 
sues concerning women particularly in the 
unorganised sector. Some ol these NOOs 
were headed by women who subscribed to 
this new ideology and hence were able to 
transgress the narrow boundaries of 
‘women’s welfare’ and incorporate the 
new concept of ‘women’s empowerment’. 
Although they did not directly challenge 
the subordinate role of women within 
marriage nor address ‘personal’ issues 
like domestic violence, they indirectly 
helped in the empowerment of women 
through developmental work." 

The autonomous women’s movement 
focused on issues which challenged the 
patriarchal power structures within a broad 
liberal framework. There wcic several in¬ 
stances where the movement addrcs.scd 
issues concerning dalits, tribals and land¬ 
less labourers.'' The movement was also 
active in providing relief during commu¬ 
nal riots and worked in broad secular 
forums." During community conflicts re¬ 
sulting in polite excesses or during human 
tragedies, it was able to place gender con¬ 
cerns on the agenda of human rights and 
civil liberties.*'But overall, it worked from 
a presumption that gender lines can be 
drawn up c!.- 'rly and sharply in a patriar¬ 
chal .society and within these parameters 
sexual assault and domestic violence af¬ 
fect women equallv across class, culture 
and religious barriers. 

Sr.in i.AR Ciii.TUKr as an Aoenda 

The leaders of this autonomous move¬ 
ment remained predominantly urban and 
upper class Hindu. Their work centred 
mainly in areas away and outside their 
own immediate neighbourhood and com¬ 
munity context. In order to reach out to 
women from a different class, caste and 
culture and to propagate the new ideology 
of the strong and assertive woman, the 
movement adopted a populist approach 
and relied upon mythical symbols of 
‘.shakii’ and ‘kali’ to convey the newly- 
constructed feminist ideology. The move¬ 
ment relied more upon myths and fictions 
rather than on the history of a pluialistic 
society encompassing within its frame¬ 
work cultural idioms of minority commu- 
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nilics The intention ol using the symbols 
from the dominant tultun was not to 
propagate the Hindu ideology But since 
the movement did not have sctularism’ 
as one ol its prime oh)etnvcs no ton 
SLious clforts wcie made to evolve altei 
natc symbols Hente the tultuial expres 
sums with which the women who were in 
the lorcliont were iamiliai had surrepti 
tiously crept into the women s movement 
1 he feminist movement also had to ton 
stantly tounicr the allegation that it was 
‘western’ So in order to establish the 
‘Indianncss’ of the movement it relitd on 
Hindu itonography and Sanskrit idioms 
denoting woman power thus inadsert 
ently strengthening the toiiinuinal idtol 
ogy that Indian, Hindu and Sanskiii are 
synonymous Within this sik lal milieu of 
a high taste Hindu ciiltiiie the handful of 
minority women who weie votal and ai 
titulate had also internalised the dominant 
culture and hente did not protest against 
this trend In oichr to piove then secular 
credentials the> willingly divoiced them 
selves from ihcir own traditions and cul¬ 
tural symbols ol women s s length and 
power and accepted not just cultural sym¬ 
bols but even food habits and dress codes 
of the dominant section 
With the women s concerns gaining 
prominence in both governmental and non 
governmental organisations during the 8()s, 
women’s issues became an important 
agenda tor all political parties Initially 
political parties lefrained from raising 
issues of domestic strife and male dorm 
nance within party organisations I he 
women who needed suppoit against vio 
lent husbands or male colleagues had to 
approach a women’s organisation to deal 
with this issue i his consers ativc approach 
was maintained not lor traditional and 
reactionary reasons of preserving the tarn 
ily but more in older to preserve the exist 
ing status quo within parly cadre But over 
the years some pariy-alfiliated women’s 
oiganisalions started addressing issues of 
women s oppression within the family 
through counselling centres " 

In Bombay, during the mid HJHOs, the 
communal party Shiv Sena which was 
gaming popuhirity among the lower middle 
class was able to mobilise a large numbci 
of women around support activities like 
income generation creches and mid day 
meals for children civic ainenities, ambii 
lance services etc The movement also 
appropnated cultural forums ol public 
celebrations ol Ifindu festivals like Gant r/i 
Ut\av and Safsa Norayan Hooja which 
were popularised by Tilak duiing the na¬ 
tionalist struggle in the pre independence 
era In addition the ’son of the soil’ theory 
propagated by the Shiv Sena had also 
managed to attract women—as mothers of 
these sons of the soil women were be¬ 


stowed a special role and responsibility 
Through a systematic hate campaign the 
Shiv Sena was able to whip up communal 
tensions among its women cadre The im 
age ol the modem Hindu woman which 
was consli ucied while advocating the com 
munal Hindu ideology was not the tiadi- 
lionil subservient and docile domestic 
bitng hut a new modern Dutqa the dc 
slioyer ol evil, an angry and rebellious 
woman fhis constiiiciion of the modern 
Hindu woman resembled very closely the 
Indian construction ol the new feminist’ 
woman Tins new woman could come out 
on the street with men from the commu 
nity to avenge the wrongs And in this 
action she had the blessings ol the politi 
cal parly and the community leaders 
Hence women found this lole not only 
cxc iling but also more comfortable in com 
parison to the protests against a violent 
liusband or a rapist from within the com¬ 
munity because then they would not have 
the protective mantle of the party noi the 
blessings ol the community cldc is 

I hough the ideology of the feminist 
movement could not be transmitted Hindu 
communal forces usurped the external 
usages popularised by this movement ol 
piotest marches and road blocks winch arc 
contrary to the conservative domestic role 
ol the tiaditional Hindu woman I he irony 
lay in the fact that the communal parties 
were able to mobilise women tar more 
east ly using the image ol the mode rn Diirga 
than the movement which had popul.iiised 
these forms in the first place 

To Its dismay the women s movement 
found that the new found siicngth, the 
shakti of the modern Durga was not di¬ 
rected against violence within the home 
and community but exlernall> towards 
the Muslims both men and women In 
this process the myth that all women are 
ccjual and could be mobilised aiound a 
common issue on a common platform lay 
shaltcred Hence slogans such as sister¬ 
hood IS poweiful’ or ’hum subek hai’ (we 
arc all united) lost their relevance But 
what was even more distressing was that 
women from communal oiganisalions 
mouthed slog,ins coined by the women’s 
movemeni ‘hum bhaiai ki nan hat phhol 
nahi chingart hai’ (we ate the women of 
India not delicate flowers but tire flames) 
while leading the demonstrations during 
the riots or while the Babri masjid was 
being torn down 

Ml RcaMi Ol Di siAMis 

I he merging of lines between commu¬ 
nal forces and women’s oiganisalions did 
not stop at an abstract level of symbols and 
slogans but also found an expression 
through some of the mure concrete de¬ 
mands raised by the movement 


Obscenity is one such issue The 
women’s groups had taken up a campaign 
against obscenity in Ihc media The aim 
was to protest against using women 
bodies as sex objects or in derogatory 
and subservient lolcs The campaign re¬ 
ceived the support of people from varied 
tendencies—from Victorian moralists to 
1 hndu revivalists The issue became very 
populai with communal parties In Bombay 
the women’s wings of the Shiv Sena and 
BJPorgamseddemonstrations and stormed 
the Doordarshan studio to piotest against 
Ihc late night scrccring of classic films on 
the television including films which por¬ 
trayed an assertive woman fri the hands ol 
communal forces the issue look a danger 
tius turn - til imposing informal ccnstii 
ship curtailing freedom ol speech and 
expression foi secular issues In an agicc 
ment signed by the I ilm Makers Combine 
(l-M(’) the producers ol Hindi cinema 
have given an undertaking that they will 
not poiiiay the demolition of Bahii niasjid 
the perloimances ol maha aralis (which 
Ignited communal iten/y in Bombay in 
the month of Januaiy) or any other issue 
hurting Hindu sentiments dong with an 
undcitaking not to portray images of 
women in dcrog.itivc roles 

I he second such issue is the demand f oi 
a unilorm civil code 1 he women smove 
ment had a sustained campaign for re 
forms within the segregated and tcligion 
based mairiage laws and picssiinsed the 
state to evolve a non sexist secular code 
This demand found an echo in a similar 
demand by the communal loices The lam 
ily laws in India are termed as personal 
laws’ and are divided along religious af 
filiations rather than Icriilorial juiisdic- 
tton Fvcii .ifui independence no effort 
had been made to evolve a uniform civil 
code in spite ol Ihc constitutional man 
date rire ruling party, in order to lure the 
minority vote continued to sacrifice the 
lights of minority women Lxampics ol 
this tendency can be ftiiind in laws govern¬ 
ing Christian and Muslim minorities The 
only exception is the recent reform in laws 
governing Parsis " 

The archaic and anti-women Indian Di- 
voicc Act was enacted by the British in 
186*) to facilitate the smooth functioning 
of the colonial regime But today it is 
applicable to Indian Christians (who are 
referred to as ’native Christians’ in the 
act) Under Section 10 of the act while a 
man can get divorce only on the ground of 
adultery the woman has to prove an addi¬ 
tional ground such '■s cruelty or deser¬ 
tion Repeated pleas to change this op¬ 
pressive provision by Christian Women’s 
organisation” as well as recommenda¬ 
tions by the Law Commission have fallen 
on deaf cars ” 

In a similar vein the Dissolution of 
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Muslim Marriages Act of 1939 governing 
the divorce of Muslim women which has 
no provision for custody of children or for 
maintenance has remained unchanged. Fur¬ 
ther, the customary privilege of the Mus¬ 
lim male to a unilateral ‘talaq’ is held 
valid in spite of protests from Muslim 
Organisations." But the most stark ex¬ 
ample of this tendency was the passing of 
the Muslim Women (Protection of Di¬ 
vorce) Act 1986. A judgment in 198.3 
popularly known as the Shah Bano judg¬ 
ment" which reaffirmed the divorced Mus¬ 
lim woman's right to maintenance aroused 
the wrath of the leaders of the Muslim 
community because of certain adverse 
comments made by the judiciary against 
Islam. The adverse campaign led to pass¬ 
ing of laws which deprived divorced Mus¬ 
lim women ol tlicir hard won right to 
maintenance under a .secular cikIc.'' 

It was not surprising that the demand of 
uniform civil code rai.sed by the women’s 
movement aroused contradictory response 
from fundamentalists depending upon 
whether they hail fiom the majority or the 
minority communities. It was opposed 
strongly by Muslim and Christian reli¬ 
gious leaders who perceived it as a threat 
to their cultural identity and violation of 
fundamental rights guaranteed by the Con¬ 
stitution."* But it became an impoitant 
plank upon which the hate for the Muslims 
could he Ignited. Through it. the Hindu 
communal organisations were not only 
able to gain popularity amidst the Hindu 
male who envied his Muslim counterpart 
for his freedom to practise polygamybut 
could also pose ns the champions of 
women's cause. 

There was a very clear dilference be¬ 
tween the demand made by the women’s 
movement which was based on a pro¬ 
woman, secular and non-sexist ideology 
and the anti-Muslim demand of the com¬ 
munal forces. But this did not clearly 
manifest through wcll-publici.sed cam¬ 
paigns. Although most of the initiators of 
the movement were culturally Hindu they 
perceived themselves as .secular beings. 
Hence they did not locus sharply and 
minutely on the Hindu code and the chal¬ 
lenges to the sexist bias within it.’" But at 
the other level the movement could rally 
around important cases initiated by a few 
minority women challenging the sexist 
biases within their personal laws.” This 
resulted in the women’s movement focus¬ 
ing primarily on lacunae within laws gov¬ 
erning minority communities. 

Perhaps a few examples of the extent of 
sexist biases within laws governing Hin¬ 
dus are necessary to clarify the issue. The 
first and concrete example is the 
Hinduisation of the Special Marriages Act. 
While the Muslim Women’s Bill which 
deprived Muslim women of their right to 


maintenance under a secular code was 
strongly critici.scd, the amendment of 1976 
to the Special Marriages Act ol 19.S4 went 
unnoticed. This was the forerunner to the 
Muslim Women’s Act and the first in¬ 
stance after independence when the trend 
towards uniform secular code was reversed. 
A religious group was taken out of the 
purview of the secular code and placed 
within the purview of a code based on 
religion. By this amendment if two Hin¬ 
dus married under the Special Marriages 
Act then the secular code which granted 
equal rights to men and women—the In¬ 
dian Succession Act of 192S would not 
apply to them and parties continued to be 
governed by the Hindu Succession Act 
which ensured male coparcenary rights.” 

The amendment was both anti-women 
and anti-minoiiiy. It sought to protect the 
property interests of a flindu male who 
married any woman within the broad I Imdu 
fold by nut depriving him of his 
coparcenary rights. Since the concept of 
coparcenary (through which a male mem¬ 
ber by birth becomes a partner in the 
ancestral properly .md a woman can never 
he a coparcener) per se is anti-women this 
amendment was tie facto against women’s 
rights. At the other level it served as a 
deterrent to a Hindu male wishing to marry 
a woman from the minority religious com¬ 
munities because then he could be penali.scd 
by forfeiting rights to his ancestral property. 
This amendment .aroused no public furore 
from progressive organisations. Perhaps it 
is apt to point out that this amendment was 
pas.scd at a point in history when the 
legislature enacted major changes in laws 
governing women’s rights, as a response 
to the Status of Women Committee report 
of 1974 Towards Equality and the Interna¬ 
tional Women’s Year, 1975. 

Several other lacunae within the Hindu 
Code also went unnoticed. For instance the 
procedure of solemnising the Hindu mar¬ 
riage at one level remained brahrnanical, 
but at the other level the code validated 
customary rituals and ceremonies. To this 
confusion the Hindi films have contrib¬ 
uted their hit by creating a fiction that 
exchanging garlands or applying ‘sindoor’ 
to the forehead of the girl constitutes valid 
marriage. This confusion coupled with 
non-registration of marriages has enabled 
the Hindu male to contract second mar¬ 
riage with impugnity. 

In a divorce proceedings, a Hindu male 
can, at his whim and fancy admit cither his 
first or his second sexual relationship as a 
valid marriage. This places the woman in 
a polygamous relationship extremely vul¬ 
nerable, while it permits the man to enjoy 
the fruits of the relationship without any 
financial responsibility. When the man 
refuses to validate the marriage, the woman 
loses not only her right to maintenance but 
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has to face humiliation and social .sigma as 
a 'mistress’. So much is at stake for the 
woman that it is not an uncommon sight at 
the family court in Bombay for two women 
who are vying with each other for the 
status of a wile to come to blows. 

Only the Hindu Marriage Act permits 
the scope for ambiguity regarding the 
solemnisation of marriage Under other 
laws the officiating priest has to provide 
the necessary document by way of a 'iiikha 
nama’ or he is required to register the 
marriage with the Regisiiur of Births, 
Deaths and Marriages. 

In criminal prosecutions for bigamy un¬ 
der Section 494 of the Indian Penal Code, 
years of litigation fails to end in convic¬ 
tion for the errant male due to the courts 
adopting a rigid view that only Saptapadi 
and Vivahahoiiia aie valid marriage cer¬ 
emonies.’' If the.sc ceremonies could not 
be proved in the second man iage the courts 
held that the second man iage was not 
valid even though the couple is living as 
husband and wife and the community ac¬ 
cepts them as such.’'* Hence the progres¬ 
sivesounding provi.sion oi monogamy not 
only turned out to be a mockery but iii fact 
even more detrimental to women than the 
uncodified Hindu law which recognised 
rights of wives in polygamous marriages.” 

Continuation ol coparcenary concepts 
within the Hindu Succession Act denied of 
equal property rights and the right to an¬ 
cestral home and propeity.’" The daugh¬ 
ters had equal rights only in the self- 
earned property of their father. This provi¬ 
sion made it easy for men to turn their self- 
earned property into a joint property and 
deny women ptoperty rights While intro¬ 
ducing the provision of pro|HTiy rights to 
women in parliament, this lacuna was 
pointed out to appease the Hindu revival¬ 
ists who had vehemently opposed the pro¬ 
vision granting properly rights to women.” 
Some southern states like Tamil Nadu, 
Andhra Pradesh and Karnataka have tried 
to rectify the discrimination to women 
through slate amendments. 

Under the Hindu Adoption and Mainte¬ 
nance Act, a Hindu wife cun neither adopt 
nor give her child in adoption.’’* The father 
remained the natural guardian of the child 
under the Hindu Guardianship and Adop¬ 
tion Act But bused on the deep rooted 
desire to control women’s .sexuality, the 
law continued its distinction between le¬ 
gitimate and illegitimate children and 
made mothers the natural guardians of 
their illegitimate children ab.solving the 
fathers of any moral responsibility to¬ 
wards the child.*" While at one level equal 
property rights were denied to the Hindu 
woman both in ancestral as well as marital 
home, under some strange and pcivcr.se : 
notion of equality a Hindu woman was ’ 
called upon to pay maintenance to her , 
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husbdnd a provision which thankfully was 
non-existent in other personal laws " 

But unlortunatcly none ot these anonin 
lies and anti women bias within the I lindu 
code received wide media publicity lliey 
remained hidden in statute books and le 
gal manuals The women’s movement did 
nut rally aiound litigations challenging 
these anti women biases in its campaign 
lor a unilorm secular code Hence the 
demand by the women’s movement could 
not cleatly position ilsell away from the 
sexist Hindu code Sobydelault.theniose 
mentcontiibuted to the tictionpopiilaiised 
by the Inndamentalist that the Hindu f’ode 
IS the perfect laniily code winch otiehl to 
be extended to other religious denomina 
tions in order to liberate women 
The women’s movement could not allay 
the tears nl the ininoiitics that the iliiulu 
code would not be tlnust upon them undci 
the guise ol ‘umtoimity in order to ciush 
their culluial identity Hence the biunt ol 
this dctault will hase to be borne by women 
from minoiity communities who aie al¬ 
ready burdened under sexist and archaic 
laws The severe opposition Irom lunda 
mentahsts ol both C'hrislian anJ Muslim 
communities to the unilorm civil code and 
assertion ot then cultural identity means 
further obstacles to the rights ot minoiitv 
women 

Till recently women leaders ot com mu 
nal organisations have been advocating 
a conservative role lor women The public 
statements ot Rajmata Vi|ayara|c Scindia 
and Mridula Sen, the president ol the 
Mahila Murcha publicly supporting the 
derogative practices of sati and dowrv 
are well known Although out ol the 
2,00,000 kar sevaks who went to Ayodhya 
5*1,000 were women, their role was mainly 
behind the cuitain— cooking and feeding 
the male cuuntcrpaits'' But as large num¬ 
bers ot women enter the public arena 
under the banner ol communal forces 
slowly but steadily the older and conser¬ 
vative notions about women’s role and 
status in society will give way to a struggle 
for equality within the organisational 
structure Phis can be seen Irom the icccnt 
rebellion among a group ol BJI* women 
MPs against the sexist insult ot Uma 
Bharati Newspapcis reported rumblings 
ot discontent in the inahila moicha ol 
; BJP which IS demanding a broader 
I representation within the organisations 
! Even the most conservative Hindu 
organisation the Rashtriya Swayamsevak 
Sangh (RSS) imparts physical liaining 
, with a special .iccent on the martial arts 
’ to Its women members, the Rashtra 
Sevikas” 

! Indicating this shift m the party’s atti 
tude to the women’s question Mndnia 
I Sen, suited m an interview that women 
! leadcis arc working on a perspective paper 


on ‘BJP and Women' She added that it is 
important that women know their nghts 
and only by educating them and making 
them independent entities can women 
acc ess these i ights Purthcr she condemned 
the Muslim Women’s Act as a backward 
step Accoiding to her the BJP has never 
discouraged women from standing for 
elections During the 1989 the BJP fielded 
the highest number ot women, i e, 5 5 pei 
cent as compared to the 4 5 per cent of the 
(’(ingress .ind J t per cent of the Janata 
Dal Even the Shiv Sena has been takiin> 
a nunc ,11 live inteicst in women’s ism ,.s 
in recent times In a c,ise wheie a niiiun 
domestic workci was icpeatcdlv i.i, d 
by lit I employer which icsiilted in pn g 
naiic v, the issue got public attention when 
a .Shiv Sena MLA raised it in the si.ite 
legislature 

With women’s coiiceins gaining piomi 
ncnce the women's oiganisations will be 
forced tochoosc their political allies within 
the existing political set up I oi instance 
the recently constituted women’s com¬ 
missions both at central and state level 
will be bro.id torums which includes rep 
icsentations Irom women’s organisations 
along with other political panics While 
this will provide the opportunity to inllu 
cnee policy decisions, the representatives 
will have an option cither to be co opted 
by the ruling party oi toim broad alliances 
with the opposition including the commu 
nal organisations The question which 
needs to be addressed is whether in order 
to strengthen women’s interest it would be 
strategical to join hands with communal 
forces in broader lorums which might 
amount to a tacit cnctoisement to their 
anti Muslim propaganda Or should com 
miimcnt to seculaiism and minority lights 
be a pre condition to forming co.ihtiuns 
loi women’s lights’ 

NiwCiiAiifcNors 

While these issues have not been ad¬ 
equately addressed, the complexities ol 
the post not situation have brought minor¬ 
ity concerns to the centre stage .Some 
groups feel that women’s issues could no 
longer be addicssed merely within a patri- 
.irihal Iramevvork along gender lines but 
would have to be rc-examincd within the 
newer challenges to democracy, secular¬ 
ism and niiiiority rights The questioning 
IS not limited to controversial issues like 
personal laws but extended even to seem¬ 
ingly non controversial issues like do¬ 
mestic violence 

Here is one example ot the choices 
which were thiust upon women’s groups 
in the context ol the riots. Around October 
1992, the joint commissioner of police 
R D 1 yagi issued directions to the sub¬ 
ordinate police stations that cases ot 


domestic violence should not be regis¬ 
tered against women who do not bear 
visible marks ol physical injury on their 
person This direction was a set-back It is 
through a sustained campaign that a spe¬ 
cial provision was incorporated within the 
Indian Penal Code, i c. Section 498(A) 
which recognised both physical and men¬ 
tal violence against women within the 
matrimonial home Although the officer 
later retracted his statement, to counter 
the allegation that women misuse this 
piovision, a seminar was planned with 
police and legal authorities and was sched¬ 
uled loi Inmiary 1991 But the riots ol 
'> 1992 changed diAtically the 

oil II ill I. 't ol the seminar In the 
wake ol the <• scale police brutality 
where groups o' umg hoys picketing on 
the roads wcie shi lown by the police, the 
lailh of fhc imiioiii community in the law 
enforcing machinciy had totally broken 
clown Laigc numbers ol Muslim youth 
with bullet injuries were hinding in then 
homes haunted by the fcai that they will he 
locked up if they come into the vicinity ol 
the police stations ” 

In such a situation where one whole 
community was being held at lansom, the 
issue ot domestic violence had lost its 
earlier context By org.mising a seminar 
on domestic violence we would be helping 
the police to defuse the moic pressing 
issue ol police excesses during the riots 
Interaction with the law enforcing ma¬ 
chinery in n foiuni on women’s issues 
would amount to condoning their brutality 
towards Muslims 

The police were too eager to arrest Mus¬ 
lim men under any pretext They would 
have entertained a Muslim women’s com¬ 
plaint with undue eagerness and responded 
to It promptly Viewed within 'he context 
ot the women’s movement, it would have 
been an ideal situation, but the response 
would in tact be anti-Mushm rather than 
pro-women By applauding this move on 
the part ot the police the movement would 
be segregating the issues affecting the 
Muslim women into isolated compart¬ 
ments ol gender and religious identities 
During these months of political instabil¬ 
ity the number ot women approaching the 
agencies for help had decreased The num¬ 
ber ol Muslim women following up their 
court cases had gone down even more 
drastically The violence and instability 
had corroded the scx-ial fiber an essential 
pre-condition tor raising the question of 
domestic conflict 

But ironically the soqial space which is 
denied to women in peace times was now 
being offered to them on a platter in the 
face ol grave adversity Women from both 
communities were being used or became 
willing martyrs in aid of the community 
defying traditional norms and roles In 
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predominantly Muslim localities women 
became the buffer between police and the 
community youth and hence suffered ca¬ 
sualties. 

The elderly neighbours of 50-year-old 
Ncelam Bano who wa.s shot dead on De¬ 
cember 8, 1992 in a slum in Bandra cast 
say, “As the police opened fire, a group of 
us elderly women came out. We did not let 
the boys come out as the police might fire 
at them. We did not think that the police 
would fire at a group of elderly women.”” 
In many ‘bustis’ while men went into 
hiding, the women braved the bullets to 
fend for the children with a great sense of 
pride and honour. It is the women who 
stood in long queues to claim relief at the 
collector’s office or went to police sta¬ 
tions to lodge complaints. 

On the other side, the Shiv Sena was 
able to mobilise a large section of women 
to hold traffic blocks and demonstrations 
outside police station to protest against 
(Icicntiou of community youth, even at 
midnight. Women slept on the roads to 
prevent army trucks from entering the 
area to rescue Muslim hostages or put off 
the bia/ing fires.’'' The slogans which the 
Icit groups had used to strengthen collec¬ 
tive actions were now used to whip up 
communal fren/.y among violence mobs. 
For instance the slogan—‘Hum sc jo 
lakarayega, Milti me woh mil jayjga’ 
(Those who confront us will he dc in'sol 
or in other words might is right) tern 
the air. But sanction to oppose traditional 
norms did not imply that they would not 
be victims ot sexual jealousy and domes¬ 
tic violence within the homes. So the 
women who threw stones at the Muslim 
men who were set on fire in the middle of 
the toad, would yet have to appioach a 
women’s organisatton for help in personal 
problem. 

With the Muslim community the equa¬ 
tion was in the reverse. The community 
leaders who were fighting lor a legitimacy 
and a right to dignified existence in a riot- 
torn situation became our allies in anti- 
communal forums. But at that moment wc 
could not dare to ask them their views on 
the Shah Bano Judgment or triple talaq. 
And even while we were being welcomed 
with open arms during peace rallies wc are 
apprehensive that riot time allies might 
become peace time adversaries. The same 
men may deny us access to* the women 
once normalcy is returned if wc work on 
the issue of maintenance to the divorced 
Muslim woman. 

Women leaders of left political parlies 
like Ahilya Rangnekar while confronting 
the fact that women had played a .signifi¬ 
cant role in the riots admitted that the left 
parties and women's organisations had 
failed to counter communalism. It was 
evident that gender unity could not with¬ 


stand communal hostility.” A section of 
women most difficult to mobilise, i c, 
housewives had responded to the call of 
Hindutva and marched under the banner of 
Shiv Sena and Durga Vahini, the women’s 
wing of BJP. Sadhvi Ritamhara and Uma 
Bharati addressing mammoth public meet¬ 
ings of devout followers became the liv¬ 
ing incarnations of shakli.’* 

The riots dealt a .severe blow to the 
premise that the women have a separate 
existence away from theircomniunal iden¬ 
tity where wc can discuss problems of 
rape, divorce and maintenance on a com¬ 
mon platforin. The same issues affect 
different women in different ways at dif¬ 
ferent times. Wc al.so realised that our 
allies and adversaries would change de¬ 
pending upon the external realities. If so¬ 
cial action means reacting to external so¬ 
cial reality, then as the external reality 
changes the internal positions have to be 
rcdclinedorel.se the movement Itself would 
be redundant in the wake ol the newci 
challenges. 

In conclusion it is necessary tocmphasi.se 
(hat the critique of the movement is nuide 
from within, having participated in all the 
different stages of the development of the 
movement. The eontradiclion.s and confu¬ 
sions arc as much a p ut of ilic movement 
as its gains and arc signs of a movement 
which is alive and growing while rclorimi- 
Idting its positions in response to external 
shifts in the conliguiation of powers. 

The women's movement does not si.iiul 
in isolation and is an inicgial part of other 
social movements, lienee the contradic¬ 
tions and ideological shifts expressed 
here within the context of the women’s 
movement hold true lor other .social move¬ 
ments as well. During the l.ist decade the 
trade union movement in Bombay has 
becomecommunali.scd with the .Shiv Sena 
dominating many impoitanl trade unions 
in the city. The .Scna-dominatcd unions in 
Larsen & Toubro. Oberoi Towers, Bombay 
Dyeing and other private companies not 
only led the riots but also demanded 
that Muslims be icmovcd from the 
workforce. 

But the hostility towards the Muslims 
was not limited to .Scna-dommalcd unions 
but was also widespread among left 
party affiliated unions which resulted in 
many stabbing and burning instances 
within factory premises. This led to large- 
scale absenteeism of Muslims. Less than 
30 per cent of the Muslim labour force in 
the organised sector returned to work 
even after a month of the riots. In an effort 
to restore normalcy, establishments like 
Tatas issued a public satement inviting 
the Muslim workers back to work and 
promising them adequate protection. But 
some others sent their Muslim workers 
on leave on the grounds that they could 


not guarantee their safety.” TTie severa, 
blow to the commercial activities of the 
trade centre led industrialists like JRD 
Tata and Nani Palkhivala to demand a 
partial emergency or to declare the city a.s 
a union territory in order to bring the riots 
under control.'"’This is an indication of the 
level to which the trade union movement 
was divided. 

Analysing the developments, one trade 
uniuni.st felt that the Shiv Sena had been 
able to provide the space for the cultural 
asseition of the workers, however narrow 
and excluding in nature it might be. On the 
other hand the left oiganisations had ral¬ 
lied mainly around economic and political 
is.sues which perhap.s might have been 
limiting in its scope. The dalit and other 
ca.slc-hased movements also had to con¬ 
front similar i.ssucs... The Mandal issue 
which had divided the Hindu community 
along caste lines stood united as a cohe¬ 
sive I lindti force against the Muslims. The 
progressive organisations which had sup¬ 
ported the Mandal campaign found that 
this alliance could not withstand the stress 
of communal pulls. Within the govern¬ 
ment bureaucracy those who were occu¬ 
pying reserved seats ex pressed deep rooted 
communal bia.scs even while implement¬ 
ing relief programmes declared by the 
government. In Dhaiavi and other bustis 
the corporators belonging to the Republic 
Parly, a political forum of the dalits led the 
riots against the Muslims. Shanta Dharia, 
a Kcpubhcaii Party woman corporator was 
shot down by the police while leading a 
rioting mob. 

A similar rescrutinv of earlier presump¬ 
tions and piemises oi other social move¬ 
ments might help in building up aconsoli- 
dated scculai force which can stand the 
onslaught of rising communalism and 
counter Us challenges effectively. 
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REVIEWS 


An Indian Intellectual’s Anguish 

A G Noorani 

Bewildered India: Identity, Pluralism, Discord !>> Kashcccluddin Klun, 
Har-Anand Fublitalions, Rs 350 


I HIS book expresses not so much the bewil¬ 
derment as an anguish ot an Indian intellec 
lual Like many in the counliy, he seems to 
cry “This is not the India we once knew, 
still less the India we dreamt oi 
Rashccduddin Khan writes ‘Frankly I am 
passing thiough a mood ol despondency 
despair, anguish and anget, by witnessing 
the erosion of values in social and political 
lile the steady dctenoration in piactieally 
every aspect oi collective existence, and our 
incapacity or unwillingness to resist it 
“Normally given to normative and opti¬ 
mistic wnling on the national problems one 
now lealiscs how uniealistic, iiiclevant and 
ivoiy towerish some oi us ol the idealist and 
ideological mould have been in our other 
wise well meaning /lal to porttay only a 
positive pictuic Out ol till politcncssol oiii 
style ami innate sense ol balance oltcn wc 
have avoided calling .1 spade a spade 
With equal candoui one might add tor 
this slate of things Indian intellectuals share 
a stgntlicani propnilion of the blame How 
many of them lionised the leadeis ol the 
Sangh pari\,ii Saw viiiucs in the KSS the 
Jan Sangh and the RIP I auded Indiia 
Gandhi s authoritaiiamsm and condoned 
Rajiv Ciandhi s ciooked ways f ondoned 
Moiaiji Desai's hypocrisy, Chandia 
shckhiir’s tiauds, and V P Singh s false 
hmids ('ondoned vioicticc ignored the lies 
and the laisc values systematically propa¬ 
gated 1 hose who in the name ot the rule ol 
law Ignored the plight ot millions 10 whom 
thcruicol fawtnuldmeati nothing weic and 
ate as culpable as the political thug out to 
undermine the rule ol law 
Rashccduddin Khan’s anguish is expressed 
without tancout, is cmbcihshed with Urdu 
poetry, and is enriched by a matshalling of 
htsRiric al tacts which should instil an Indian 
with pride Provided ol couise, that the 
composite culture of India and Indian na¬ 
tionalism mean something to him 
On this, the caution administered by the 
man the Sangh parivar hates bears recalling 
Very many in the party that prolesscs, hypo¬ 
critically, to be the hearer ol his legacy need 
to be tcmtnded ot tt as well Jawahailal 
Nehru told the AICC on May 11.1958 “The 
communalism of the niajonty is far more 
dangerous than the communalism ot the 
minonly " Not that he condoned the I iiii 1 
But, as he explained later *( ommun 1 
is a part ot our society ” He did 1 <it unpi 
the view that one community was, oinmu- 
nal and not (he other However, and this is ol 
crucial relevance today “When the iiiino- 


iity communities are communal you c,m 
sec that and undei stand it Rut the <ommu 
iuili\m ol 11 mtijorifi 1 ommunm 11 (ipt ii> hi' 
hikrn foi niiUimalism' This is what hap 
pcncd 111 Russian dominated Soviet Union 
and Serb dominalcd Yugoslavi.i with con 
sequences toi all to so? Ihis vital distinc 
lion lay at Ihe nuitol 1 ee Kuan News query 
to the Malay Icadcis ot Malaysia Will it he 
a Malay Malay sia or a Malaysian Malaysia' 
They saw the point and < i/« tied Singapore 
from the Malaysian I edcr.ition I oi long the 
expiession nilionalist Muslim’ was in 
vogue in aiiog iii< disregard ol its insulting 
implications which Musliiiul Hasan so ably 
pointed out III his inircHliiclion to the collec 
tion ot semiiiir pajKrs Idarn and hultan 
Naiioiudism Rt fh < tinn\ on Mantana Ahid 
Kalam A'lid I he Sangh panvai tod i\ the 
single biggest Ihicat to Ihe Indian Consiiiu 
lion descivcv to be askt d wliii h ol them is 
the nationalist Hindu’ 

Ibis IS not lo deny other thic.ils to oui 
polity every thinking Indian has his own 
pciccptions of ihem Rashccduddin Khan 
ii.is rcndeicd high scivicc to India s IccIcmI 
ciedo lo him India is an evolving tcdcial 
nation ’ I oui tore areas are coveicd in this 
book—Indian identity and pluialism Mus 
lims communalism, and seculai polity It is 
a powerful plea lor India’s composite cul 
tuic. Its federal poliiv and its pluial society 
Each theme is properly linked and placed in 
pctspectivc Ihe Muslim situation and 
problems should he located and undcistoiHl 
in the latgcr context of the coniempotaiy 
Indian reality in its implications and ramili 
cations' The India ol tixJay has been shaped 
by all Its communities Ihc author’s survey 
ot the Muslim lontrihulion compels admi 
ration, because it places that in its context 
He IS at pains to dc molisli stereoty pcs about 
Muslims 

Islam first came lo India in Malabai 
Mohammed Ah Jinnah was not the only 
ignoiamus to charactciisc the Muslim 
maiority piovinces ot India as their ‘home 
land In liiith their homeland was India 
entire Islam s experience in liidi.i was luii 
damentally diftcrcni Irom that in Egypt 
Iran, Afghanistan and othei places The rich 
and resilient Hindu civilisation survived 
and flourished even under Muslim rulcis \ 
composite ciiltutc grew up Rashccduddin 
Khan’s recital ol the contributors beau's quo 
tation m e\un\o loi two reasons ihi lads 
are not well known in our clime today and 
the recital reveals the author’s learning and 
approach 


Ihc iiend of composite culture from 
Pthccntuiy onward has had a galaxy of 
names of enlightened lulcrs in different parts 
ot India subs and theologians, wiitcrs, poets 
ind .mists Among the lulers for instance, 
om c III mention Sikandar Lodi ot Delhi 
(14h9 151/). /amul Ahidin ol Kashmir 
(1120 1470) Ibrahim Add Shah (1535 57), 
and his son Ah Add Shah (1557 79) of 
Hiiapui Ihiahim Quliib Shah (1550-81) and 
his son Quli Qutub Shah (1581 1611) of 
(lolcoiida Shci Shah Sun (1519 45) Mughal 
tni|xior Akhji (1556 1605) Among theo¬ 
logians and subs Baba Faiid (1)71-1265), 
Ni/aiiiuddinAuliya(l218 1125) Nasiruddin 
(hii igh IXhli (1796 1356) Shaikh Abdul 
Quddus Gangohi (1456 1518) and his son 
Sh iikli Riiknuddin (d 1575) Mir/a Ma/Jiar 
Ian I lanaii(I699 1780) There is a long list 
ol wntets and poets whose lives were devot¬ 
ed to the values oi composite eulluie Some . 
ol the eminent arc /lauddin Nakshabi who ; 
II iiislalcd 52 Sansktil stcnies in lull Noma in ! 
Hit) Quihan Jaunpuri who wrote the | 
masnawiAf/ig/nmiin 1501 inAwadbi,Malik , 
Muhammad Jaisi (1491 1542), whose! 
inasiiawi Padnunat (1540) and Akhraval I 
csi ililishcd a new tiend in Hindi Hammad, 
who compiled the Inst book in Peisian on 
Indian music called Uihjal e Sikandait in 
Sikandar Lodi s time Shah Manjhan 
J lunpuii whose masnawi MadhumalaU 
(1545) was popular in Akbar’s time. Shaikh 
N.ibi Naunpuii whose masnawi Jnan Deep S 
w iswiiiieninJhangu’srcigii ShahMiranji's t 
(d 1561) masnawi m bhakli strain, Sultan! 
Ibiahmi Add Shah’s pioneering book on* 
Inilian music called Kitiib i Nauia^ (1600) ’ 
Mulla Nu SI ati of B 1 )apur’s masnawi Mtmtihai I 
unit Madhunuiu (1657), Ishrati s nasnaw ( 
/>i/w/A. Pnian); and Cheiat Ijo^an in Jaisi’> 1 
style Muqimi s masnawi Chandar Bhan we | 
Mnhuii a lomance of a Muslim boy and i, 
Hmdu gill (1657) Mulla Wa|hi s masnaw j 
(Jiilnh Afus/itd/i (1610) in Dakhmi Urdu, Ibi i 
Nishati s Phiil Ban (1656) Ghulam Ah’ | 
icndiiion ol Jjisi’s Padmtival in Dakhini 
(I6h()) Milan HussamiShahof Hyderabad’! 
Iiih/itlid A’lhitfinn Fai/i s (1547 95) Irons i 
Lit ion of Miihiihhai niti and Nal and Damyani 
iiiioPcisian Abdui Rahim Khan i Khanan'! 
(1556 1627) pocliy especially his MiyU | 
Bin dll m ham mclci Raskhan s (b 157’ 
Sn/an Rmkhim and Piem Vatika, and Ni| 
Muhamin.'id s masnawi Indravali (1744 i 
pilurned on laisi s Padmavat ^ 

Ihcy arc disiupiionists who reject th 
he iitacc It IS this rejection ol the compoMi ^ 
ch.tr tc tci ol India’s culture which lies at th j 
root ol the crisis of India’s seculansm IT J 
author lists seven disasters which followc 
111 (tain ’ (i) division of the emerging pai 
Indi.in political tratermiy, (ii) partition of <, 
integral country and its unilicd civilisatio 
(III) iriturcatiun ot the subcontincnl’s Mu 
lim segment (iv) set back to the prixcss , 
composite culture, (s) destabilisation ( 
(Irdu Its hetitage and of its votaric 
(vi)emergence ot Muslim fundament' 
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lismin Pakistan, Bangladesh and India: 
and (vii) the spread of bigoted, belligerent 
Hindu revivalism in India and among some 
Hindu NRIs.” 

The book is not meant to be ‘an academic 
monograph’, the author cautions. It is in¬ 
tended to be “a stimulant for greater aware¬ 
ness of the many interlinked problems of a 
bewildered India”. Ours is a coun^ of 
continental dimensions. It has a distinct, 
unified civilisational unity and a wealth of 
diversities. He does not regard India as 
a union of nationalities but as a federal 
nation—^"unity of polity and plurality of 
society”. For all our problems, we need 
not be pessimistic. In little Belgium, the 
Flemish and Walloons still squabble over 
Brussels. Witness Ireland, Canada, the US. 
Our diversities are greater. Nor is it fair 
to demand, as some do insistently today, 
that all Indians should have the same per¬ 
ception of the country’s history. The south¬ 
ern American’s perception of American his¬ 
tory is different from that of his fellow 
citizen cm the East Coast. A New Yorker’s 
perception will be different from that of the 
Californian. It is the lust for unification, for 
obliteration of diversities which has blight¬ 
ed modem India. 

Besides federalism, the author’s other 
dominant concerns are the place of Muslims 
in India and the future of secularism. His 
demolition of myths is graceful and effec¬ 
tive: “Probably no other language of India 
reflects the ethos of composite culture as 
fully and in all its nuances as Urdu does. And 
no other language has such a wide repertoire 
of poems on almost all major occurrences of 
political life in India in the last three hun¬ 
dred years as Urdu has. Indeed it is one of the 
greatest repository of poems mi aspects of 
social life, festivities, cultures, natui^ beau¬ 
ties of India, and the vicissitudes of politics. 
The span from the decline of the Mughal 
power covering events and episodes to the 
rise of the British colonial system, the long- 
drawn stmggle for national liberation in all 
its phases, and almost five decades of inde¬ 
pendence arc recorded with sensitivity, pa¬ 
thos and patriotic verve. This is partly be¬ 
cause of the heritage of acute political con¬ 
sciousness among Urdu poets in every age 
of its evolution, and partly because Urdu has 
always had a pan-Indian outlook and nation¬ 
al vision.” 

There are two chapters which are of par¬ 
ticular relevance and merit high praise. One 
is on ‘Muslim Perc^tion of India’ in which 
die author gives a flne selection from the 
works of Muslim poets reflecting dieir con¬ 
cerns about India. The very next one is 
entitled ‘Toward Understanding Hinduism: 
Reflections of Some Eminent Muslims’. 
Both testify to the author’s erudition and his 
fine impulses. 

Alas, we have fallen on sad days. Vio¬ 
lence is endemic in large parts of India. 
There is an atmosphere of intolerance. The 
blame is fiurly laid: 


The vulnerability of the Indian Muslims to 
the up.surge of political Hindutva is due in 
part to the decline in the secular role and 
political eflicacy of the Congress and the 
Janata Party—tte two major platforms of 
democratic consensus in India, and to a large 
measure due to the inept, short-sighted and 
unimaginative political leadership of the 
Muslim coiiununity itself. The fragmented 
and divided erstwhile Janata Party, which 
had earlier come to power in 1977, in the 
wake of loss of popular support by the Con¬ 
gress, could not eventually emerge os an 
alternative focus of power at the federal 
level. Splits and dissension had made its 
several parts—Janata Dal, Lok Dal, 
Samajwadi Janata Party, etc—a marginal 
political force, with limited role in checking 
the drift of the electorate towards the BJP and 
the Hindutva combine. For years the Con¬ 
gress, due lo lack of internal democracy and 
plagued by factionalism due to its regional, 
caste and personality-based politics, had lost 
its will and political power to fight conunu- 
nal and caste-based forces. The sordid inef¬ 
ficiency, incompetence (or, shall we say, 
connivance) of the Congress government at 
the centre, in the events leading to, and the 
occuiienccsofDecerober6-8,1992in Ayodhya, 
shocked and bewildered even those who are 
close and sympathetic to the Congress. 

Indian political parties have failed the 
nation. Unlike, say Sri Lanka, India has 
failed lo develop a viable, functioning dem¬ 
ocratic party system. Every one of the polit- 


THE title of the book creates an expectation 
that the author would let the readers have a 
peep into his involvement in the myriad 
intricacies of policy-making and provide an 
account of his brief encounter with the other 
actors in the inner circle of government. 
That expectation is not fulfilled except by 
reading between the lines. What the book 
does however is to give a lucid and highly 
readable statement of the author’s position 
on a wide range of economic policy issues. 
This position, again, is stated in two parts. 
Part I, which is called ‘A View from the 
Foothills’ is written before Desai became 
chief economic consultant in the ministry of 
finance and is a review of reforms in the first 
few mraiths after June 1991. Part II, ponder¬ 
ously described as ‘A View from the NorJi 
Col’, are reflections on economic policy in 
the light of his experience within govern¬ 
ment. The progress to Mount Everest was, 
however, abrupdy halted after 18 months, 
when Desai decided to leave the govern¬ 
ment. 'The book as such gives only a hint 
as to the reasons which impelled him to 
do so. But elsewhere in public pronounce¬ 
ments he has left no doubt ttat he left 


leal parties has compromised with cominu* 
nal parties some time or the other. The CPI 
was the Jan Sangh’s coalition partner in the 
SVD ministries in late 60$. Political moral¬ 
ity is at its lowest today. Exploitation of 
religion comes naturally to desperate seek¬ 
ers of power. 

The author holds that "TTie process of 
federal nation-building involves for its 
fuller realisation the synchronisation and 
convergence of at least those five major 
processes on which a considerable con- 
.sensus exists. These are: (i) mass mobi¬ 
lisation and political participation (based 
on equality of status and opportunity of 
the citizenry): (ii) democratisation of poli¬ 
tics (involving pluralism, competitive¬ 
ness and distribution of power between 
the centre, states and local governments); 
(lii) secularisation of the polity (based 
on uniform laws, non-discrimination of 
citizens as citizens, irrespective of caste, 
religion, language, race, gender, etc); 
(iv) rationalisation of administration and 
bureaucracy (achieved through their un¬ 
biased commitment to public responsibili¬ 
ties according to the goals enunciated in the 
preainble to the Constitution; and (v) na¬ 
tional integration (of the discrete segments 
of the polity).” 

The task before us is the reconstruction of 
the Indian polity as envisioned by the found¬ 
ing fathers. Analyses like these can help 
immensely. 


because he was dissatisfled with the pace of ] 
reforms. The early promise of swift moves ; 
on a broad front, which was implicit in the ) 
dramatic initiatives taken by the govern- { 
ment soon after it came to power in mid- | 
1991, was not fulfilled. Desai’s impatience | 
with slow progress must have led to frustra-1 
tion. The policy-maker is subject to many * 
pulls and pressures, not all of them are ' 
ideological. Vested interests and political ■ 
and bureaucratic ambitions predominate in; 
these, it seems the author did not quite) 
succeed in coping with these. His honesty is | 
transparent in what he says in the Intro-1 
duction: ' 

But the career of an economic advisor if' 
always precarious. His job is to tell it as it ii ^ 
and advise as he secs right But the baskj 
instinct of the government is political survi; 
val. To tell it as it is would be treason if thi t 
facts gave ammunition to the opposition; u ’ 
advise what the government should but can j 
not do would point to its impotence. So ai; 
economic advisor must not do his job to< 
well. I did not either, but I never quite got di “ 
hang of when to do it well and when to mes * 
it up. Finally I decided that the game c ; 
snakes and ladders, which those aroun ^ 
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played with such ferocity, such guile such 
subtlety, such flair, was not the ganie tor 
which I had joined the government, .ind kli 
Even so, while he was there, Desai seems 
to have enjoyed every hit ol it The thiill of 
being ‘in It’ at a historic time is evident And 
it the linante minister missed it under sliain 
Desai was there to remind him These arc 
the days about which you will tell stones to 
your grandchildren", he told Manmohan 
.Singh H>r obvious reasons we aie not told 
any stories Wh.it we have instcMd 's <i 
manilesto ol economic lelorm, IX'sai's i n 
do in short 

The general appioach to economic pol 
icy which peimeates the various chapl.i' 
ol the book will not be questioned esci pi 
by those who cannot still give up Ituii 
taith in the ettic<icy ol a < ommaiid«cono 
my The regime ol controls ,ind liceiisim: 
has tailed What is being put in ils pl.ice o 
still in transition a painlully long iiansi 
tion which creates new distortions Hence 
It IS important to keep going without los 
ing momentum I Ins seems to be the cen 
tral message ol the book I he reason vs li> 
the momentum seems to have been lost is 
the continued hold o| the huicuiciacv 
Govcinmeni’s style, he says, is biiic.iu 
cracy-intcnsivc and has thus a tenden. v 
towards complexity It the government 
wants mote gold it will not simply biiv it 
in the market but would insic.Kl issue gold 
bonds with complicated conditions I he 
penchant for convolution, however, stems 
from caution And what the .iiithor calls 
the corpor.it I St style ol ni.tn.iging the ccon 
omy IS incsc.ipablc in a demoi lacy How 
else c.in a step by-step retorm process be 
introduced > II l.\ws_h.i\c to be amended 
the process will still appeal to be buieau 
cratic—ministries have to be consulted, 
parliament has to debate and pass the 
amendments All privileges c an not be abol 
ished at the same tune and it is Ihtoiigh the 
spoils ol ictorm that a constituency lot 
relorm can be built The imp.itience dis 
played by the authoi may, one might sui 
mise, h.ive intluenced the pi.iclicc of ic 
sorting to ordinances to bung about c hanu 
cs in economic legislation in the last two 
years Such a practice m.iy be delensible 
when there is a time coiisir.iml. but not on 
the ground ui getting around hurcaiicialii 
and legislative complexities 'I he gem r.il 
^point IS valid that the attempt should be to 
move away from disctctionary interven 
Mions and towards m.irket-dctcrmincd out 
comes, but the move itself cannot alw.iys 
be a simple act ol abolishing this and (hat 
Instead ol dealing with the specific pre 
2 scnptions ol the author in the dillcrent aic.is 
*of economic policy, all ol which iollow the 
logic ol markcl-onentation. it is instructive 
to draw attention to a few striking ide.is On 
the issue of suhilisation policy, there is, tin 
Instance, spinted icbutt.il ol the oft-repeat 
Id argument th.it inflation is a result ol cost 
^ush and hence a reduction in fiscal delicit 
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will fail to control it That this' view is not 
consistent with the view held by the same 
pioiip ol [icoplL ih.li iiill.ition hurts the poor 
suite the poor ate not able to get Ihcir wages 
and niionies .id|usied shows up the glaring 
toiitiadiclum in Ihi ii Ivliel Again, lorlhosc 
who aie so e.isi l\ t onv meed that there should 
be a full St lie value .idded lax, IX'sai oilers 
iiwoidol caution He would prclei aiiexcisc 
duly oil the basic inputs, along with a con 
vtiMon Ilf all t.ixvs on business piolils into 
a value added t.iv It is imlortun.ilc th.il such 
I potent uk I .IS tins and lher< tie many 
such III till biMik IS not analysed 111 det.iil 
In moie seiisi s ihiii one. the book is an 
qqutisei the lull iiitnu one liopi s will 
Iollow 

On liie linmtial seiloi, Desai would 
piopove .1 two till system sni.ill banks 
altili.iled to I n<'i i ones Do not eliminate 
the vill.igo niontvlenders, he s.ivs simi 
hi> costs lit lowei he has betlei know I 
idi'c ol the trulit risk and he delivers 
liistcMd hiinu him undei the discipline of 
the market I meigeiicc ot small bmks 
would do this On i apital inaikei it loriii in 
I'l neial the .lulhoi lavouis prudential rei: 
iil.ilion I he .ilK mpled ovet legiilalion ol 
ilu c.ipit.il m.iikels by SI Bl conics iiiulcr 
heavy file 

Iheie arc ifi.ipters on mdustiv, mti.i 
stiuctiire R and D (which is a subiect on 
which the .lutlior has done considerable 
woik III the p.isl), l.ihoui and even agiicul 
lure 111 all these the theme is the snnic 
use the market Hut c.icli case is dealt with 
pi.igm.ilically and with creditably alieavy 
(lose ol common sense I he most clilliciill 
piobleni IS 111 resf oct ol the so called exit 
polity rile .lutlior s remedy is an insur 
,mcc scheme along wiib a volunl.ii y agico 
iiicnt among workers and employeis not to 
avail ol their lights under the Industrial 
Disputes \cl Here again, a more detailed 
analysis and elaboration would have been 
ol help 

I he c .invas ol the book goes beyond cco 
iioinic leloims per \e In line with the cur 
lent fashion ol putting gocxl governance at 
the ceiilie ol pic conditions o( develop 
menl. the aullioi has provided a chapter on 
how toicdesigngoveinmcnl Thcrcaresome 
innovative ideas here such .is that thcic is no 
need lor .i speci.il electoral tmichinery but 
msie.id tile post ollites would keep the 
relev .ml electoral records “The election 
commissioner, ol com sc, should not be abo¬ 
lished” S.IVS the .lulhor “He is a gem " The 
authoi bclicv cs that the basic unit of govern¬ 
ment sluiulcl he much smaller than the pre¬ 
sent states Although he does not say so he 
swiiis to lavDiir the strengthening of the 
panchayal system and a direct lelationship 
between the centre and local bodies He dixss 
not seem to base appreciated that there 
might be pcisetse political reasons lor pro¬ 
moting such a lefoim and might have un¬ 
wittingly provided the lalionalc lor it The 
notion that states need not be based on 


“synthetic nationalism” sound.s nice, but 
how practicable is it to think in terms ot 
popular voles in favour ot mergers with 
neighbouring states ’ bedcral iinancial ar¬ 
rangements, he says, should be pre-or- 
daincd and there is thus no need lor peri¬ 
odic Fin.inc'e roininissions He has some 
suggestions .is to how the Planning Com¬ 
mission could play a more useful role but 
III Its picsent foiiii he would reg.ird it .is .in 
eneumhrance It is |ust as well (hat (he 
aulIioi has not shown a preterence tor one 
in.titulion lather th.in another <ind would 
lather |urik both' Ihcie is no need to 
comincni on such a sweeping (udgnient 
I hat the functions ol the twocoBimissions 
overliip IS well known and has been noted 
by successivel maneeCommissions That 
(he Planning C oniniission may need to re- 
cleline its lole in the context ol the new 
economic policy is alsoobsious But m a 
Icdeial system, there is need loi some 
institutional m,ichincty which sinoolhens 
the relationship between the centre and 
the stales I Ins aspect ol the mallet has not 
icci’ived enough attention ot the .iiithoi 
All said .ind done the hixik is .i ictieshmg 
one, indeed piosocative in many pl.iccs,and 
conlams m iiiy new i.ic.is wliu h howevtr 
need to be woiked out m giealci detail It 
must he prescribed as compulsory leading 
lor .invone seeking a degiee in economics 
and would ptovide .in excelienl agenda lor 
inili.i(mg dcb.ites on the v.inous policies 
which aie discussed by the author It is 
obviously a huiiieclly pul logelhc-i bixik 
Thete .uc a lew typographical errors, at 
times releionccs .iie not fully cited and al 
least one t.ible is missing But some ol these 
pitl.ills would, no cloiihl, be coireeled in the 
second edition which the bixik tully de- 
sei \ es One also hopes that next lime around 
It will be a lullermenu complete with sauce 
and sakid 
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Identity, Communal Consciousness and Politics 

Ghanshyam Shah 

To what extent do different cross-sections of society subscribe to the communal ideologies which provide legitimacy to 
communal riots ? To answer this question we need to explore people’s perceptions on communal divisions and related issues. 
An attempt is made in this paper to examine individual identity and communal consciousness and their manifestation in the 
political arena through a survey of people from different parts of Surat city which witnessed communal riots in December 
1992 soon after the demolition of Babri masjid. 


INQUIRIES into the nature and intensity of 
communal riots in Surat and elsewhere re¬ 
veal that though agents provocateurs and 
participants in acts of violence were few, a 
large number of onlookers occasionally 
joined the crowd and extended subtle sup¬ 
port to the rioters. On the eve as well as 
during the nots in the city, the atmosphere 
was surcharged with emotions reinforcing 
communal categories and idioms. To what 
extent do the cross-sections of a society 
.share the communal ideology which pro¬ 
vides legitimacy to such nots? In order to 
understand this, we neeo to explore percep¬ 
tions and opinions of the people on the 
subject of communal division and related 
issues. As a preliminary exercise to under¬ 
stand the complexities of ‘mind-sets' of 
people, let us examine the nature of individ¬ 
ual identity and communal consciousness 
and also how they get manifested in the 
political arena. The present study is con¬ 
fined to Surat city which witnessed commu¬ 
nal riots in December 1992, soon after dem¬ 
olition of Babri masjid. The study is based 
on survey research, interviewing 723 per¬ 
sons in May-June 1993, from various parts 
of the city.* 

I 

Identity 

Individual identity is not just one’s rela¬ 
tionship with others. It is not merely an 
ascriptive or achieved membership of this 
or that collectivity. It is &s.sentially a matter 
of being and it is this consciousness of 
belonging to this or that collectivity and of 
being a member of an imagined community 
that determines the form of this identity. 
Such being or belonging is codified and 
invented by one’s own self or assigned by 
others. The course of ‘invention’ and ‘imbi¬ 
bition’ is complex and contextual. Take a 
simple example of one identifying as a 
kshatriy a. One may inherit this identity from 
a family or a social collectivity in which one 
socialises. It is an ascriptive identity. And/ 
or one begins to identify as a kshatriya in 
spite of the ‘jati’ being ditferent in order to 
gain status and security as well as expand 
one’s social sphere or for widening one’s 
relationship for creating and reinforcing the 


support base in public life. Such an identity 
may also be assigned to an individual by 
census, historians, social .scientists and so¬ 
cial or political leaders and over lime may 
be imbibed by a community and hence its 
members. The notion of identity is contex¬ 
tual and keeps changing with time and space. 
In the complex modem world one simulta¬ 
neously has more than one set identity. For 
instance, an individual may be a nagar 
brahmin (’jati’j, brahmin (‘varna’), 
vaishnava, Hindu, Surati, Gujarati, Indian, 
businessman. Congressman, social activist 
and so on at the same time. While being 
conscious of all these identities one express¬ 
es them varyingly in vary ing contexts. None¬ 
theless, certain identities within a given 
socio-political milieu have precedence over 
other identities. 

Identity formation which is often, but not 
always, a cultural construct, is a process of 
‘inclusion and exclusion ’ of values and sym¬ 
bols defining ‘we’ and ‘they’ or ‘us’ and 
'others’. In the prwess boundaries between 
the two take shape whose forms keep chang¬ 
ing from time to time. Relationships be¬ 
tween ‘we’ and ‘they’ are not necessarily 
always conflicting or competitive. 
Acknowledgements of commonality and 
overlappings between the two in various 
social spheres often blur the boundaries. On 
the other hand, when a cultural identity 
takes a political lorm, differentiations be¬ 
tween ‘we’ and ‘they’ get sharper and hard¬ 
ened. Conflict and competition between the 
two—particularly for those who give polit¬ 
ical meaning to identity and/or vie for the 
control of resources—become sharp and 
tend to gather a specific shape. In the pro¬ 
cess. meaning of‘we’ and ‘they’ alsochange 
that of the cultural construct. Prejudices 
become pronounced and boundaries for in¬ 
teractions get redrawn wherein commonal¬ 
ity is ignored or underplayed and differenti¬ 
ations arc stretched or reinvoked. 

It is an agenda for the Hindu and Muslim 
fundamentalists alike to ignore occupation¬ 
al and internal socio-cultural differentia¬ 
tions within the religious communities. Their 
aim is to shape and carve out unified mono¬ 
lithic Hindu or Muslim identity of an indi¬ 
vidual. Towards such an end, symbols arc 
evolved, legends are invented and history is 


reinterpreted. Besides ideological recon¬ 
structions, several programmes are launched 
in order to develop communal identity and 
consciousness of the two religious groups. 
Hatred against each other is invoked and 
exhorted. People however do not necessar¬ 
ily get curried away by such propaganda . 
always. Often selective, they get persuaded { 
by exhortations suiting their material or | 
psychological needs. Along with other intra- | 
group .social or individual rivalries, such | 
campaigns nevertheless pave the way to j 
communal violence. Riots in return rein- | 
force the communal identity. An individual I 
who has inicrnaliscd communal con.scious- 
ncss may or may not participate directly in 
riots but tends to legitimise violence. There¬ 
fore, understanding the nature ol communal 
identity and its associated consciousness 
becomes imperative for comprehending | 
communal phenomena. | 

In order to ascertain as to what was upper- j 
must in respondents’ minds about their iden- i 
tity, we asked open-ended questions; “Dif- | 
ferent people intioduce themselves differ- | 
ently. Given the fact that some introdOce i 
themselves by their occupations such as | 
businessman, worker, teacher, etc. Some by ^ 
region such as Gujarati, Tamilian, Bihari ' 
and the like, .some by ‘jaii’ and some by their j 
‘dharma’, how would you introduce your- | 
self to a stranger asking for your introduc- | 
tion?”. The question was somewhat repeat- : 
ed to know the second identity. Of course, . 
one’s introduction to a stranger does not I 
necessarily capture complexities of identi- 
ty. This is only one tentative clue to un- i 
folding one’s identity. A caveat needs to j 
be entered about the context that people ' 
were interviewed in May-June 1993, soon | 
after the .second phase of riots. And respon- '• 
dents were told that our study was regarding . 
the recent communal disturbances in the j 
city. i 

The responses arc reported in Table I. It I 
is a cross-table giving first and second iden- ^ 
tity. Since 9 per cent of the respondents did. > 
not answer the first question, the second i 
question was not applicable to them. One-.] 
fifth of the respondents did not give their 
second identity. For them there was no t 
difference between their first and second 
identity. .* 
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OnC'fifth of the population identified 
themselves as belonging to spccifu. reli¬ 
gious groups All of them however did not 
introdULe themselves as Hindus or Mus 
lims A few expressed thtir identity by scet 
“I am none but a Swciininarivani and all 
those who lollow tlit Swaininar<iyan sect 
arc my biothcrs and sisii. rs i busintssman 
dealing in diamond trade told us He had a 
‘tilak’ placed on his forehead whiih is a 
distinct milk ot the seel Similar instaiiets 
were also found among the Muslims I ot 
example a Sunni Votiia busiiiessm iii pie 
ferred to be called a Sunni Volin lather than 
a Muslim One tourth ol those giving reli 
gioii as their lirsi identity also repe tied it to 
be their second identity In this ease they 
gave the name of the ir sect 1 hat is the I irst 
identity as Hindu and the second as V iislin iva 
or vice versa 

A majority who placed religious identity 
over other identtties are workers in white 
collar jobs and students Religious identity 
was expressed in larger pioporlion by the 
minority groups I hen numbci is lirgei 
among the Jams, ChiislKuis and Buddhists 
than the Muslims Among the aelivasis ex 
pressing religious identity was pietcrred 
only by a handful ot persons I he highest 
proportion of those who prelencd to be 
intrixiueed by their religions is found in 
middle and upper easic groups 

Self identity expressed through easic is 
pronounced among a sizeable section of 
both Hindus as well as Muslims those 
giving caste as Iheir first idt ntily eonsiitutc 
the single largest group I ven in tcims ol 
expressions related to the second identity 
caste remains predominani Many tciicral 
ed their caste status .md identification by 
placing themscKcs within specific sub castes 
as the second identity In oihci woids, while 
the first time one identifying himsell as a 
kshatnya called hiniscll kuli at the second 
level ot identity I hus it appeal s that for the 
majority the caste identity is cither the first 
which precedes religious or region it iden 
tily, or the second next to regional ide ntity 
While many who prelerred to express caste 
as their first identity are distributed bro idly 
in similar proportion across all iKcupational 
groups they arc however slightly more 
among casual labourers A large number ot 
them belong to the OBCs and only a small 
proportion belong to the SCs In Surat 
OBCs have emerged as a political I orcc only 
recently and arc an upwardly mobile group 

One-fifth of the respondents ixpicsscd 
dieir first identity by the place ot their origin 
either by region or city Signiticanlly, a 
majority ot those inchn^ to he introduced 
in diis manner arc local Suratis Twenty 
three percent of the Suratis as against I7per 
cent of the immigrants piefencd to place 
their regional identity over identities like 
caste or religion However lor many of 
them the second identity was expressed 


through their religion Thus, to them, re¬ 
gional and leligious identity go together, as 
It IS the case ol caste and religion 
Only at ix (9 per cent) liked to be identi¬ 
fied by their names that I am so <uid so Many 
among them ilso repeated that as the second 
iniKxIuction A majority among this group 
arc whiti iiid blue enllar workers and be 
long Id OBt s S( s and STs Seven per cent 
ot ihc (Lspondenis jnclcrred to be intro 
duetd IS liidi HIS first and a majonty among 
the III (hose to e spress their second identity 
through rduion or caste Fins docs not 
sccmsuipii lilt III I situation where religion 
indnitionaic cin is co terminus with one 
uHUher Only i few expressed their first 
identity lliioiit ii dicir occupation Ihey arc 
mainly iieUiiy owners businessmen md 
while I oil II employees belonging general 
Iv to npi 11 md irlis m e isle groups 


The nature of economic growdi in indiam 
general and Surat in particular widi a signif¬ 
icant portion of Its labour force placed in its 
intoimal sectoi has bad little impact in the 
fonration of the secular identity Electoral 
politics has helped in reinforcing primordial 
identities In such a milieu it is not surpns- 
ing tor an overwhelming section ol the 
population to pronounce caste as their first 
identity irrespective ol their sex, age, cduca 
tional status and occupation The campaign 
of the Sangh pan var and Islamic fundamen 
talists has not succeeded even in weakening 
caste and/or scctanan dif lercnees It is how¬ 
ever noteworthy that a relatively laige sec 
tion among the artisan caste groups, SCs and 
S fs have preferred to intnxiucc themselves 
first by then names occupations ot as Indi 
an lather than by tastes This is because a 
secular identity becomes moic advantageous 
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to them rtian dwir tnditionaf caste idenuty 
which puts them at the lower rungs on the 
caste ladder The question then arises as to 
how does an individual identity get reflected 
m communal consciousness'^ 

n 

Communai Consciousness 

‘Quam’ (in Gujarati it is pronounced as 
'kom') or 'jat', that is commune or commu- 
mty. IS more often than not understood and 
referred torn day>to-day parlance as caste or 
cluster of castes in India While retemng in 
this manner, one imagines having an imme¬ 
diate or a distant social reladonship, sharing 
common heritage and ‘sanskar’ (culture) 
and fraternity with members ol the ‘quam 
Such notion of ‘quam’ is not only prevalent 
among the caste-Hindus, but also among 
vanous Muslim social groups We have 
already seen that in the midst of religion- 
based communal polarisations, many caste 
Hindus and Muslims prctcr to identify their 
‘quam’ as ‘jati’ or ‘jamat’ Even while the 
Muslims as a minonty are forced to join 
hands as Muslims on religious ground lor 
their security and survival, a number of 
them (28 per cent) continue to identity 
themselves as maleks, mcmons vohras, 
khojBs, more salams Garesiyas and so on 

Tins does not mean that religious quam’ 
as Hindus or Muslims do not exist at their 
collective consciousness T he above data 
show that after caste, most of their identi¬ 
fied with the religious ‘quam’ This is be¬ 
cause ol a variety of reasons It is partly 
because of their real or imaginaiy historical 
heritage, linked with other social groups 
within the larger caste structure in the Hindu 
framework Certain commonality among 
members of the ‘same’ religion through 
shanng of festivals, chanting name/s of the 
same god/s, performance ol certain rituals, 
considering certain texts and scriptures as 
holy, etc, contribute to developing a com¬ 
mon religious identity State religious lead 
ers and intellectuals codify people as Hin¬ 
dus or Muslims for at least the last two 
centuries and see them as ‘juxtaposed* in 
relation to one another Significantly, social 
and religious reformers and political leaders 
who mobilised vanous ‘jatis’ and ‘jamats’ 
at vanous regional levels amongst Hindus 
as well as Muslims since the mid-19th cen¬ 
tury also helpedm strengthening such bound- 
anes 

Both meanings of the term ‘quam’, ‘jati’ 
or ‘jamat’ and Hindu or Muslim seem to 
exist almost simultaneously at a cognitive 
level Within a milieu of communal nots, 
both the meanings interfuse and overlap 
when one speaks to respondents on issues 
related to ‘quam’ without specifying any 
religious community It hence becomes dit- 
ficult to conclude as to what exactly by the 
term ‘quam’ encompasses 


Consciousness of one's ‘quam* or the 
communal consciousness in ftis context is 
not just a question of belonging to his/her 
community, but also the intensity of one’s 
identification with it In a ‘communalised’ 
situation, intensity of communal conscious¬ 
ness IS related with one’s perception about 
‘others* who arc considered nvals We have 
examined five dimensions of this complex 
state of mind They are (i) idenuliiation 
with one’s ‘quam*, (ii) commonality of 
interests of the members of the ‘quam’ and 
hence the need of their protection, (iii) 
perceptions about ‘others’, (iv) economic 
relations with others, and (v) political 
power tor the ‘quam’ 

One gets socialised in ‘jati’ dharma from 
childhood Even those traditionally consid 
ered as ‘sbudras’ or ‘ati-shudras* and treat¬ 
ed as subordinate by those above are taught 
to perform the dharma sincerely so as to 
improve their positions in the next birth 
Those unhappy with their asenbed position 
invent legends and sanskntisc their rituals 
and life style to establish new status Tradi 
Uonally asenbed positions, as acknowledged 
in society, are often disowned and the as 
pired position becomes real Ail caste asso 
ciations in their meetings, conferences, fes¬ 
tivals and journals repeatedly ask their caste 
members to be proud of their quam/jan’ 
and to get united and organised to preserve 
and advance their interests and ‘asmita’, i e, 
identity and dignity Leaders of religious 


organisations loo do the same thing They 
inculcate communal consciousness throuj^ 
vanous means Symbols and legends an 
invented and history fabneated not only to 
glorify the past, but also to raise hopes for 
a better future This has been the mission of 
the RSS since the 20s Hindu religious 
leaders have given themselves the responsi¬ 
bility of ‘reviving and rejuvenating’ Hindu¬ 
ism and Hindu political leaders have creat¬ 
ed various symbols, festivals and idioms to 
fostci unity among Hindus They harp upon 
the greatness of their religion and the con¬ 
tributions that It has made towards world 
civilisation This mission of developing a 
Hindu consciousness has continued The 
BJP and the Sangh panvar have been great¬ 
ly successful in this task in recent years 
Like elsewhere in the country, they also 
launched massive campaigns tn Surat dur- 

Tabii S Jndividuai Idpnttty of Intense 
Communai Consciousness 

(Percentagei) 


Proportion of Intense 

Identity CSDununaL Consciousness 

Fust Second 


Religion 

23 

17 

Caste 

24 

30 

Region 

40 

5 

Occupation 

S 

I 

Indian 

15 

8 

Indian name 

22 

4 


TabceI Sotio Dcmociraphk CiiARArnjiiSTics (X HktH Communal Consctousness 

iPfreentages) 


Sex 


CXtiupation 




Male 

26 

Factory owners 


24 


Female 

27 

Professionals 


43 




Traders 


24 


Age 


While collar workers 


27 

' 



Factory workers 


28 


IS 25 years 

25 

Vendors 


29 

< 

26 15 years 

27 

Casual labourers 


22 

i 

1 

16 46 years 

28 

Others 


29 

1 

47 55 years 

24 




( 

t 

Above 55 years 

28 

Caste/Community 



Education 


Upper castes 


28 

1 



Middle casies 


22 

5 

llfiierate 

25 

Artisan casics 


25 


Pnmaiy 

29 

Low castes 


33 

f 

Secondary 

22 

Scheduled castes 


32 


College 

12 

Scheduled uibes 


31 




Other Hindus 


16 




Muslims 


29 




Chnslians/jains/buddhists 


37 

t 

TABit4 PKRrFFTiON of Family s FfoNOMK CoNomoN and Communai CnNsriouvNESs 


1 




(Pentntagtt) 

t 

Perception of 


Level of Consciousness 



i 

Economic Condition 

Low Modriale High 

Total 

N 


Very bad 

14 

51 33 

too 

55 

) 

Bad 

21 

52 25 

too 

397 

Not bad 

24 

49 27 

100 

176 
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ing 1989-90 with the aim of making Hindus 
conscious of their Hindu identity and to be 
proud of being Hindu. “Why should they 
feel shy of or inhibited from calling them¬ 
selves Hindus?”, the leaders asked. ‘Garva 
sekahohim Hinduhai' ('say with pride that 
we are Hindus’) wa,s populaiised by shout¬ 
ing of slogans, writing on walls, pasting 
posters and stickers in every nook and cor¬ 
ner of the city. It was an aggressive, cam¬ 
paign during the 1990 and 1991 a.ssemblyas 
well as parliamentary elections by the 
Vishwa Hindu Parishad. A small section of 
Hindu secularists attempted to counter Hin¬ 
du pride through stickers that said, 'garva 
se kaho hum insan hai'. It was however 
conflned to a small segment of various 
sections of the society. Hindu cominunal- 
ists retorted by saying that *' yes we are 
’insan’, but we arc also Hindus and what is 
wrong with being a Hindu?” There were no 
efforts at discussing the implications of 
such positions. Those who started this cam¬ 
paign simultaneously also talked about su¬ 
periority of their religion over others. They 
kept emphasising their pride as members of 
their community and projecting tncir rclt- 
' gion to be greater than others in ail matters. 

They talked about strengths of Hinduism, 

' audits'glorious’past and stated that, "Hin¬ 
dus and Hindustan will rule over the world 
and the future belongs only to us” in their 
pamphlets and columns in newspapers. The 
question thus arises as to how far the people. 
, have imbibed this ideology? 

An overwhelming numter of persons ir¬ 
respective of occupation, sex, income or 
political affiliation expressed that ’’I am 
, proud of my ‘quam’ ’! Since we did not 
specify the term “quam’ as a religious com¬ 
munity or a caste, it is difficult to say to 
. which 'quam' they referred. For some the 
‘quam’ meant caste and for others their 
. religious identity. However, all those who 
clearly professed being proud of thei r ’quam' 

. do not subscribe to the Sangh parivar’s or 
■ the non-Hindu fundamentalists’ ideology of 
' superiority of their ‘quam’ over others. 
Thirty-one per cent refused to take such a 
t position and said that each community has 
^good as well as bad aspects. 

While trying to ascertain the extent of 
agreement with statements regarding com- 
,fflon interests of the ‘quam’ and need for 
'unity to protect such interests, except for a 
Amall minonty (3 per cent), all subscribed to 
we view of having common socio-econom- 
^ interests among all the members of a 
.’quam’. It is true that the idea of ‘quam’ and 
' Ls interests arc not understood similarly by 
2^1, While the respondents were not asked to 
jiarify their concept of 'quam', some ex- 
j)tain^ as to what they understood by the 
^erm. For a majority, it was a caste-based 
community. But at the same time a few also 
identified its meaning with a religious com¬ 
munity. A similar pattern emerged while 




examining the aspect of common interests 
of a ‘quam’. 

Ail castes and religious organisations 
propagate that their members have common 
interests and that they should work together 
for the protection of their interests. During 
the last assembly and parliament elections, 
the VHP, many of the sadhus and saints, and 
several front organisations of the BJP issued 
statements and distributed posters asking 
people to vote for the party which would 
protect the interests of Hindus. A question 
arises as to whether all members of a ‘quam’ 
have common social, economic and politi¬ 
cal interests. Here the understanding of com¬ 
mon interests varies from individual to indi¬ 
vidual and no neat answer emerges. At a 
normative level, they wish to have as well as 
perceive common interests of the members. 
They believe in belonging to the same social 
group and thereby inherit a common cul¬ 
ture—the culture of caste or the culture of 
religion. Political interests for them are 
either political dominance or protection. 
While economic interests mean economic 
upliftment of all members in the ‘quam’. 
This means Job opportunities, business pros¬ 
pects, better living conditions, etc. They do 
not consider, at least while thinking in terms 
of common interests of the ’quam’, that the 
factory owners and the labourers or the 
landlords and the tenants belonging to the 
same ‘quam’ have conflicting interests. 

To a question as to what they consider as 
common interests of the members of the 
’quam’, a postgraduate student wrote, “I am 
proud to be a' Hindu because ‘Bharatiya 
sanskriti’ (culture) is very old and the Hindu 
religion is considered to be ‘mahan’ (great) 
in the entire world. Geeta, our religious 
book, provides inspiration to us, to the coun¬ 
try, to human society, to all individuals, and 
to the whole world. I greatly adore and 
respect the Greta. Bharat is a Hindu nation 
and it is Hindustan. We should work in the 
direction of improving the social and eco¬ 
nomic condition of our Hindu brethren and 
for that we should get ourselves organi.sed 
and united .so that others cannot harm our 
interests.” 

Another respondent who also understood 
Ihe term ‘quam’ in terms of a Hindu identity, 
while elaborating what he meant by com¬ 
mon interests, extended repetitive and fuiczy 
answers. He said that, “dominance of the 
other ‘quam’ should not be upon us”; and 


that “our interests may be endangered by the 
other ‘quam’ ” or that we are one and 
therefore our interests are the same. 

A Muslim said that the “socio-economic 
and political interests of people in my com¬ 
munity are equal and none in our communi¬ 
ty should be higher or lower. They all should 
work for the protection of the interests of all. 
But in reality this is not seen to be prac¬ 
tised.” 

Another Hindu belonging to a Scheduled 
Caste group said that “according to the 
Constitution of India, interests of the mem¬ 
bers of our ‘quam’ ate not opposite to each 
other. They arc equal. However, there is 
inequality as far as economic interests are 
concerned and that ought not to be so. 
Therefore I believe that we all should work 
together for the protection of our interests.” 
A member of a Scheduled Caste, who read 
‘quam’ as caste said that his ‘quam’ was 
socially, economically and politically back¬ 
ward than the others and they should try to 
get equality with others. Another respon¬ 
dent from OBC said that, “in my village, 
members of certain castes own lands and are 
educated and powerful whereas members of 
our ‘quam’ arc poor and illiterate”. 

The communality of economic, cultural 
and political interests of the members of a 

Tabij= 7- Reugiosity and 

CoMMUNAI. CoNSCIOU.SNESS 

(Percentages) 

(N = 723) 


Communal 

Consciousness 

Low 

Religiosity 

Moderate 

High 

Low 

28 

18 

19 

Moderate 

49 

53 

53 

High 

23 

29 

28 

Total 

100 

100 

100 

N = 

230 

317 

62 


TaBU; 8: POUnTAL PAimaPATION AND 
Communal Consciousness 

(Percentages) 
(N = 723) 


Communal Political Participatio n 


Consciousness 

Low 

High 

Low 

22 

25 

Moderate 

SI 

53 

Intense 

27 

22 

Total 

100 

100 


DK, NA excluded. 


Table 6: Pakticipation in Religious AenvinES 

(Percentages) 
(N = 723) 



Hardly 

Occasionally 

—....ti.—— 
Sometime 

Regularly 

1 Visiting mandir/masjid/church 

8 

26 

29 

35 

2 Attending bhajans/discourses 

' 24 

35 

28 

12 

3 Reading sacred bonks 

33 

21 

28 

16 

4 Providing financial support 

21 

42 

30 

4 

5 Had gone im pilgrimage 

48 

28 

20 

2 
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‘quam* as perceived by the respondents in 
this context seemingly indicates two things 
Firstly, most of them are vague and talk 
about ‘common interests' without specify¬ 
ing as to what they mean by it They very 
nearly repeat what politicians say in public 
meetings—more of rhetonc than facts It is 
yox et practerea nthtl Secondly, many 
visualise and consider ‘common interests’ 
only at a normative level for which they feel 
that members of their ‘quam’ should work 
together Thirdly, those who interpret’quam’ 
as caste, perceive their ‘quam’ as ’social 
class’ having social ties, uniform life style 
as well as similar economic status among its 
members 

In order to protect the interests of a 
‘quam’, caste leaders and religious 
organisations often refer to the need of 
captunng political power For instance, the 
Rana Samaj or the Koli Mandal of Surat 
repeatedly appealed to their caste members 
to vote for a Rana or Koli candidate in 
different elections for the protection of their 
intoests Similarly, Inbals, Dalits, Patidars 
and others who are numencally large urge 
upon their caste members the need to ac¬ 
quire political power in order to improve 
their condiuon Religious communalists too 
follow the same logic The BJP and the 
Sangh panvar repeatedly propagate that the 
Congress has always pampered minority 
communitaes and thereby neglected the in¬ 
terests of the majonty and the Hindus have 
to, therefore, get united and capture power 
by defeaung the Congress—the protector of 
die Muslims In the absence oi this, they 
emphasise that the day is not too far when 
they will have to appear as a minority 
During the 1991 assembly elections, several 
Sadhus and Saints appealed to Hindus to 
vote for that party or candidate claiming “to 
protect the interests of Hindus” 

Those beheving in commonality of inter¬ 
ests among members of a ‘quam’, do not. 
however, necessarily subscribe to a view 
that there is a need to capture political 
power Asmuchas ISpercentoftherespon- 
dents did not agree with the view that it was 
necessary to obtain political power for pro¬ 
tecting their interests On the other hand, 
more than three-fourths did express a need 
to have pohtical power for the interests of 
the ‘quam’ However, we do not know as to 
what they actually meant by ‘capturing pow- 
et' and wonder whether it meant voting in 
elections for a member of their.‘quam’ or 
forming a political party or it was a pure and 
simple empty expression 
Communalists often invoke among mem¬ 
bers of their ‘quam’ feelings against other 
‘quam’. Tribals against non-tribals, 
kshatnyas against patidars, upper castes 
against backward castes and so on Hindus 
are told that they face various problems for 
which Muslims are responsible To a set of 
two questions aimed at ascertaining the 


views of respondents about the extent to 
which they thought their interests (wc spec 
ified in thelquestion as Hindus or Muslimsj 
conflicted with the interests oi the other 
’quam’ while' some did not reply there 
were others who felt that it was diliicult tor 
them to say anything categoncally liowev 
cr, 50 per cent of the respondents, expressed 
a view that the interests of the two qu.xm 
were antagonistic Some among them shift 
ed their position by not blaming the other 
‘quam’ for their pr^lems with 42 pci cent 
holding tbe other ’quam’ (Muslini/Hindu) 
responsible for the problems being faced by 
their ‘quam’ 

During the nob, the Sangh panvar and the 
BJP as well as some other local organisations 
and individuals appealed to people through 
public meetings, street-comer gathenngs 
and by distnbuting leaflets to boycott gcMKis 
manufactured or sold by the Muslims 
Hindus were asked to boycott Muslim 
autonckshawalas In one case, a professor 
apparently looking like a Hindu woman 
stopped an autonckshaw for going to the 
railway station The dnver asked ‘ Madam' 
I am a Muslim would you mind hinng my 
nckshaw 'The professor who did not sub 
senbe to communal segregation was emo 
tionally moved by the question A lew 
report^ cases suggest that Muslims were 
asked or forced to vacate their houses local 
ed in predominantly Hindu localities Even 
before nots, other things being equal, there 
has been a general tendency to prefer 
neighbours of similar social background 
Living clusters of Jains, Vanias, Marwadis 
Punjabis, low castes, etc, within the s.imc 
colony IS a testimony to this Nonetheless 
except among a few having aversion to non 
vegetarian food habits, tendency of segre 
gallon on the basis of caste and uimmumiy 


in newly constructed apartments and color- 
nics did not seem to exist This situation hM 
however changed tor the Muslims, particu* 
larly after the nots Communalists from 
both groups now talk openly that the 'eth¬ 
ers’ should not be allowed to acquireahouse 
in their localities Let us attempt to ascer¬ 
tain to what extent the people of Surat 
substnbe to such views 

A matonlv of the people (nearly 60 per 
cent) do not support the idea of economic 
boycott 1 hough soon after the first phase of 
nots I Iindus avoided Muslim shop-keepers 
01 vendors an act determined partly by 
emotional anti Muslim feelings as well as 
rumours about poison being mixed in food 
and the like it did not continue for long, 
Fven those believing I'n boycott, did not 
neccssanly put that into practice owing to 
the mine ate economic relabonships Simi¬ 
larly, a maioniy (69 per cent) did not sup¬ 
port the idea of segregating houses on com¬ 
munal lines 

To get a clearer picture about the overall 
communal consciousness an index based on 
the nine variables was prepared The 92 
cases not responding to any of die questions 
have been dropped from the index Each oi 
the Items has a four point scale Anyone 
stiongly agreeing to all the proposiUons is 
given 36 points, and the one strongly dis¬ 
agreeing IS given 9 points Based on such 
score s, respondents have been divided into 
three categoiics Those getting 22 or less 
points have been considered to have a tower 
degree ol communal consciousness as 
against those getung 29 or more points and 
treated as highly communally conscious 
poisons Even while this is an arbitrary 
dec ision, according to the score, SI per cent 
have moderate communal consciousness and 
26 pei cent high communal consciousness 



Tabix 9 For Whom Woi i n Yoi Von 

IN 1 ORTWOMINr t 1 rmoNst 

(Perrentaget) 
(N = 723) 

Communal 

Consciousness 

Congress 

BJP 

Religiosity 

Others 

Undecided 

DKAVould 
Not Vote 

Low 

24 

i? 

32 

41 

41 

Moderate 

46 

S3 

S6 

60 

44 

Intense 

30 

30 

12 

19 

15 

Total 

(100) 

(100) 

(100) 

(too) 

(100) 

N = 

162 

316 

23 

67 

6t 



Table 10 PRioamsAiioN ot 

Issii s A< roRDiM HI Thfir Importance 



Sr No 

First 

Sec Olid 

Prionty _ 
third Fourth 

Fifth' 

Total 

1 

Construcuon of Ram mandir/ 
mosque at Ayodhya 

13 

9 

3 

7 

68 

too 

2 

Price nse 

40 

20 

18 

16 

6 

too 

3 

Unemployment 

9 

31 

30 

23 

7 

too 

4 

Comi^on 

9 

18 

24 

39 

to 

too 

5 

Population rise 

29 

21 

25 

17 

8 

100 

N 

SB 

200 

150 

169 

114 

55 

688 
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Intensity ot communal consciousness was 
found to be more or less uniform among 
mates a.s well as females The pattern is also 
the same among all age groups Ihcrc is 
however some variation when wc examine 
their education percent of the illiterates 
as against )2 per cent of college cduc iled 
persons we found to have a high degree of 
communal conseiousness (I able t) 

intense communal consciousness was 
1 found more or less in the same proportion 
among vanous religious groups though it 
was found to be more pronounced among 
the Christians Jams and Buddhists com 
pared to the Muslims and the I iindus I hey 
are '^7 29 and 26 per cent respectively 
Among Hindus the proportion is higher 
among the dalits adivasis and othei back 
ward castes compared to (he upper and 
middle castes (Table 7) Among the dalits 
and adivasis the phenomenon seems per 
plexing, for as seen earliei the tendency 
among them to cipt for secular individual 
identity is generally high The data suggest 
that collectivity, be it through religion or 
caste, IS felt by them as necessary for their 
mobility or protection of interests It seems 
to be a dilemma for many ualits or adivasis 
for at one level they tend to shun their caste 
identity but at the same time need to tncul 
cate communal consciousness while aspir 
ing for political power and economic bene 
fits 

Seemingly communal consciousness is 
widespread in different degrees among ail 
occupational groups Twenty lour per cent 
ot the factory owners or big businessmen as 
well as petty shop keepers and 27 per cent ot 
white-collar as well as blue collar f.ictory 
workers have intense communal conscious 
ness The case of self employed profession 
als like doctors and lawyers suggests a dit 
terem pattern with 4^ per cent among them 
falling fh the category of intensely commu 
nal individual However their number in the 
sample being too small it might be hasty to 
draw conclusions 

The trend is more or less similar among 
the economically well oft and contented 
^and those having difficulty even in making 
both ends meet (Table 4) Proportion of 
t intensely communal persons i s slightly high 
er (33 per cent) among those who are w orsc 
, Jrff than those who are contented (27 per 


The highest proportion of intensely com 
Munal persons were found among those who 
Mfcrred to identify themselves by regions 
3ut as mentioned earlier regional and rcli 
pous identities are not mutually exclusive 
m a majonty who gave regional identity as 
^ir initial introduction, stated religion to 
«their second identity Thus, if we take the 
*jrst and second identities together the pat 
^ emerges as expected Table 5 shows 
mt intensely communal persons are stnk 
wly low among those who preferred to 


identify themselves by their name or as 
being Indian And it is significantly lower 
among those who identify themselves in 
terms of their occupation 

ni 

Religiosity and Communal 
Consciousness 

Some scholars consider that religion 
breeds communal consciousness For them 
religion and secukuism cannot exist togeth 
cr I or some others communalism is a poll! 
ical construct and is not related to an indi 
vidual s laiih in a religion In order to probe 
into these propositions five questions were 
asked about participation in vanous leli 
gious activities Table 6 shows that one 
third ot the respondents visit religious plac 
cs regularly Most ot them did not however 
participate m other religious activities like 
attending katha or discourses regularly A 
majority did not read the sacred books and 
only 2 per cent had gone regularly on pi I 
gnmage i c jatra’ or ‘haj’ A low propor¬ 
tion of only 4 per cent regularly donated for 
vanous religious activities 
In ordci to get an overall picture ot their 
participation m religious activities an index 
of live activities was prepared Those re 
ceiving 16 or more points have been consid 
cred to be relatively more active in religious 
activities (They may be called persons hav 
ing high religiosity )Only 11 per cent of the 
respondents have shown such high level of 
religiosity and 40 pei cent have low level of 
participation in vanous religious activities 
Table 7 shows that it is hazardous to say that 
religiosity and communal consciousness go 
together That is religious persons arc not 
necessanly communal and vice versa Pro¬ 
portionately smaller number of persons (19 
per cent) having low communal conscious 
ness are found among those who are active 
in religious activities Nevertheless, it seems 
that if other things are constant religiously 
active persons tend to become communal 
This may be because meaning of religion 
has undergone change in which identity of 
being we' against they' is getung sharper 
and composite folk religion is getting weak¬ 
er Moreover, religious platforms have been 
used in invoking communal politics dunng 
the recent times 

IV 

Politics and Communal 
Consciousness 

Pcvlitical leaders and social scientists of 
ten assert that communalism is a political 
issue It may mean two things One, political 
leaders appropriate communal issues in or¬ 
der to obtain larger support in mobilising 
people of one or the c^er community in 
electoral politics and second, that intensely 
communal persons are also politically ac¬ 


tive We shall examine the second aspect of 
the problem, i e, relationship between com¬ 
munal consciousness and political partici¬ 
pation 

1 hree indicators have been used to mea¬ 
sure political participation, viz, (i) interest 


TxllLfc 1 I Six lo DeMOCRAPHIT CHARACTUISTirS 
or Thosl Who Gave First Priority to 
C oNSTRurnoN of Ram Mandir/Masiio 


Occupation 

Percentage 

Sex 

Male 

12 

rriiijfe 

12 

Age 

9 

1S 2S years 

13 

26 15 years 

12 

16 46 years 

to 

47 55 years 

16 

Above 55 years 

15 

Education 

Illiterate 

10 

Pninary 

12 

High School 

8 

College 

9 

Social groups 

Uppci castes 

9 

Middle castes 

12 

Artisan castes 

15 

I ow casics 

20 

Scheduled castes 

19 

Scheduled Inbes 

Othci Hindus 

16 

Muslims 

14 

Chrisliin/jTins/parsi etc 

2 

Occupation 

Factory owners 

14 

Professionals 

14 

Shopkeepers 

15 

White eollar employees 

8 

Factory workers 

IS 

Vendors 

II 

Casual labourers 

19 


Table 12 Poutical and Reugious 
Partkifation Party An-iLiATioN and Communal 
C oNstiousNLSS OF Those Who Gavf First 
Priority to Construction of Temple/Mosquf 

Level of Political Participation 


High 23 

Low 10 

Suppofters 

Congress 10 

BJP IS 

Other parties 

Communal Consciousness 
Low ^ 6 

Moderate IS 

High IS 

Religiosity 

Low 6 

Moderate 17 

High 14 
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in politic*; (ii) (nuticipation in meetings/ 
processions; and (iii) working for a party in 
election campaigns. Though one-fourth of 
the respondents reported taking interest in 
politics, only 4 per cent had a great deal of 
interest in such matters. All those interested 
in politics do not necessarily participate in 
various political activities. Twelve per cent 
of the respondents participated in public 
meetings and/or processions, and a smaller 
number worked for any party in election 
campaigns. Taking these activides together, 
only 11 per cent may be identified as polit¬ 
ically active. Table 8 shows that there is no 
relationship between political participation 
and communal consciousness. A vast ma¬ 
jority of politically active persons do not 
have intense communal consciousness and 
vice versa. What is striking however is that 
the proportion of intensely communal per¬ 
sons is mme among those who are political¬ 
ly inactive. The question naturally arises 
here what can one infer from the above 
evidence: is there depoliiicisation in elec¬ 
toral politics of the intensely communal 
individuals? Or would it mean that political 
participation in electoral politics tends to 
soften communal consciousness? These 
important questions with wider theoretical 
relevance need further examination. 

It is now widely accepted that there is 
hardly any difference between the Congress 
and the BJP as far as communal polities is 
concerned. The Congress distributes party 
tickets in elections and positions on caste 
and community lines, shares platforms with 
religious and caste leaders who speak in a 
communal idiom. Their support is often 
sought to mobilise voters. The Congress has 
not made any effort to develop secular pol¬ 
itics in the country, except for chanting 
populist slogans of secularism or Hindu- 
Muslim unity. As mentioned earlier, several 
Congress leaders hold similar views about 
the Muslims, believe in the dominance of 
the majority community and ‘over-protec- 
tirni’ to minorities. BJP politics in this mat¬ 
ter is t^n. In such a situation how far are 
BJP and Congress supporters different in 
their communal consciousness? In order to 
identify Congress and BJP supporters aques- 
tion was asked “whom would you vote for in 
the next elections?” SO per cent respondents 
reported that they would vote for the BJPv 
An overwhelming number (88 per cent) of 
them were committed voters who voted for 
the same party in the 1991 dection too. 
Thus, the BJP has gained 10 per cent more 
supporters. The Congress has more or less 
retained 26 per cent supporters which was 
the case during the last election. 

Table 9 shows that both the Congress and 
the BJP have almost equal proportion of 
supporters who haveintense communal con¬ 
sciousness and their size is not insignificant. 
Together they add up to 30 per cent of the 
respondents. The number of such persons is 


significantly low among the supporters of 
Janata Dal, the Communist Party and other 
parties. Even among the undecided or non¬ 
voter individuals, prpportion of intensely 
communal conscious persons is significant¬ 
ly lower than among the BJP and the Con¬ 
gress supporters. Does it suggest that they 
find no difference between the Congress 
and the BJP on communal issue or they are 
fed up of these parties? 

V 

Construction of Mandir and 
Communal Consciousness 

Another political dimension of com- 
munatisation is reflected in people’s views 
on the construction of the Ram mandir or 
Babn masjid at Ayodhya. Communal riots 
in Surat are closely related with the BJP and 
Sangh panvar campaign for construction of 
the Ram mandir. The campaign had been 
built up bnek by brick for the last five ycar.s. 
And the riots followed soon after the demo¬ 
lition of the Babri masjid. Though in its 
campaign the BJP raised other economic 
and political issues, it essentially banked 
upon the issue of temple construction. This 
intensified communal division in society. 
We tried to assertain as to how a cotftnon 
person viewed the priority of the lei|ple. 

In order to probe into this question, re¬ 
spondents were asked to prioritise five prob¬ 
lems according to the importance that they 
gave to each of them. The problems were: 
(1) construction of the Ram mandir/musque 
at Ayodhya; (2) price rise; (3) unemploy¬ 
ment; (4) corrupbon in public life; and (5) 
the rising population. 

About 5 per cent of the respondents did 
not reply to this question. Some responded 
that they did not understand as to what was 
more important and there were others for 
whom the day-to-day problems were more 
pressing than bothering about questions 
which fall in the domain of political leaders. 

Among those prioritising the five issues 
(Table 10), only asmall proportion of 13 per 
cent consideri^ construction of the Ram 
mandir or mosque at Ayodhya as the most 
important issue to be solved, whereas as 


high as 68 per cent gave it the last priortqf^' 
Many among those giving first priority 10 
the construenon of the temple did so be- -' 
cause It was a question of faith and dignity ‘ 
for them. One of them said, “I know that the 
BJP IS not going to solve the problems of our , 
community and is in no way difiierent from 
the Congress. It aspires for power. But who 
is really bothered ab6ut solving problems? j 
... at lea.st the BJP would unfurl the saffixMi ; 
flag on the Lai Killa. This is more impor- ; 
tant.” Another respondent said that the Babri j 
ma.sjid was a symbol of slavery and a begin- \ 
ning of M u.sli m rule. Babar built the mosque | 
by destroying the temple. Construction of j 
the Ram mandir would be a new era for 
Hindutva and it would bring prosperity. 
Therefore we should not talk about poverty 
or unemployment. Once the temple is con¬ 
structed. other problems would be solved. 
The Muslims giving pnonty to the con- 
.struction of the mosque felt that by the 
demolition of the Babri masjid, “we were 
badly in.sulted. This was a direct assault on 
our very existence, and on our dignity.” 
Another Mu.slim respondent said that the 
reconstruction of the mosque on the same 
site was necessary for secularism and that ; 
the minonty community was protected by 
die Indian state. However, a handful of , 
respondents gave priority to the cpAstruc- 
tion ol ttie temple just to end Uie commuiKU 
problem once and for all. A medical doctor 
said that once the temple was constructed 
the senes of communal riots of the last few 
years would come to an end and the country 
would be able to concentrate more on the 
other pressing issues. 

Supporters of the construction of the tem- 
pie/mosque over other prionties are found 
in small proportion among both males and 
females: various age groups and also among ! 
educated and illiterate ^able 11). They ] 
belong to all varieties of occupational and | 
social groups. Contrary to general belief, i 
their number however is small among white- ; 
collar workers and upper caste individuals, j 
It is also significant to note that none 
among the respondents from Scheduled j 
Tribes gave priority to the construction of | 
the temple. i 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

1 tyidetobe 


.6173 

6646 

3791 

2045 

3720 

1247 

1766 

1599 

2 Communality of 
interests 

.6173 


5730 

.3623 

2735 

2650 

2285 

.2077 

.2307 

3 Unity Of organisation 

.6646 

.5730 

- 

3813 

.2.307 

3696 

2010 

2050 

.2017 

4 Political power 

.3791 

.3623 

.3813 

- 

3178 

1728 

.2778 

.1381 

1442 

3 Antagonistic interests 

.2045 

.2735 

.2307 

.3178 

- 

.0105 

4345 

2386 

2348 

6 One’s superionty 

.3720 

.2650 

.3696 

.1728 

.0105 

- 

.0363 

.1270 

.1883 

7 Others responsible 
for plight 

.1247 

.2285 

.2010 

2778 

4345 

0363 

.. 

4658 

4216 

8 Boycott 

.1766 

.2077 

.2054 

.1381 

.2386 

1270 

4658 

- 

6892 

9 Segregation 

.1599 

.2307 

.2017 

1442 

.2348 

.1883 

4216 

6892 

- 
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As IS apparent from Table 12 those who 
givt first pnonty to construction of temple/ 
mosque are in equal proportion among those 
who ha/e moderate or hmh communal con 
sciou<netS, but arc txpcctcdly iii smaller 
proportion among those who have low com 
munal consciousness Similar pattern is 
found among people with dillcrcnt rates of 
participation in religious ictivitics They 
are fewer among those who raicly pariici 
pate in religious atlivuits than the ones who 
participate in such events more actively 
Construction ot the mandir or inasjid has 
become a political issue However a large 
proportion (21 per cent) of politically 
active individuals gave priority to the con 
struction of temple/mosquc This meins 
that for them the Ram mandir is a political 
issue This IS lurther substantiated by the 
fact that despite equal propoition ot highly 
communal persons in both the parties a 
larger numixr ot BJP than Congress sup 
porters gave pnonty to the construction of 
the temple This is not siirpnsing lor the 
BJP has made it a politic li is>uc 


VI 

Overview 

Caste identity is tippcimosi in the minds 
of most people even in urban area like Surat 
It is more so among (he OKCs than the dalits 
and the members ol the upper castes The 
OBCs in Surat have rcccnilv improved their 
condition and are upwardly mobile through 
caste idioms, organisation .md solidarity in 
economic and political spheres There is a 
tendency among the dalits to underplav their 
caste identity and opt for secular identity 
through occupalton This is more common 
among those who have highc r ediic iiion and 
are engaged in white collar |obs or as cntic 
preneurs lor they leel that thev have very 
little to be proud ot their caste It is impor 
huittonotcthatdcspitc icall.md programmes 
for a Hindu or a Muslim unity sectarian and 
-'^aste identities continue to cluminalc Caste 
|tnd religious identity however isnotoppo 
jite or contradictory at a personal IcscI f or 
nany, religious identity is hut a continua 
won of the caste identity Both co exist 
,^ugh their emphasis changes with varying 
’ontexis 

f Individual identity liased on caste and 
uligion, reinforces communal conscious 
Teas—the consciousness ol being member 
one's ‘quam The connotation of the 
includes both caste and religious com 
tty But lor many a notion ol caste based 
munily is closet and more idcniihablc 
religious community It is a social 
is' whose members not only shve an 
ility a particular life style and a definite 
ue system hut ilso hivt mote or less 
iilar socio economic posiiion as rich 
siness community service class 
irers pcKir backward etc While doing 


so economic differentiations within a caste, 
if they exist, are noticed but do not seen as 
antagonistic But it is not so in the case of 
religion based community consciousness 
Economic and cultural differences between 
caste Hindus arc so sharp and antagonistic 
that community ol interests' as Hindus or 
Muslims IS \ ague and rhetorical 

Caste or religious communal conscious- 
iK ss IS widespread in Surat among people in 
all walks ol life irrespective of their sex, 
age education and place of belonging (local 
or immigrants) All of them, however, do 
not sliarc communal consciousness to a 
similai extent Must do not ascribe supenor 
ity to one s own community over others or 
cc onomic pulansation between the commu 
nines Nearly one fourth of the population 
(ol course nut insignificant, especially with 
IHih ntidl of being fanatic) were found to 
have high communal consciousness which 
may tend to be (anatical They are found in 
all social and occupational groups with 
only slight variation in their proportion 
High communal consciousness is neither 
pariiculai caste or class, local or immigrant 
literate pr illiterate group phenomena Sig 
nilicantly neither religiosity nor political 
panic ipation is related to intense communal 
consciousness This makes theproblem more 
complex than is generally recognised and 
requires multipronged strategies to deal 
with It 

Despite predominance of caste and reli 
gious individual identity and communal 
const lousncss when it comes to choice on 


issues, people do nofsive (mference to 
religious issues over the economic ones 
Even soqn after the nots when communal 
passions were high, an overwhelming num¬ 
ber of them did not give preference to con¬ 
struction of the Ram mandir or masjid over 
price nse or unemployment Thus, though 
communal consciousness is widespread and 
people are susceptible to commun^ slogans 
and symbols and may indulge in noung for 
the time being, they do not cOntinuousiy get 
swept away by communal categories and 
issues They sec that as the game of politi¬ 
cians 

Note » 

[I thank Anjana Elesai and Biswaroop Das for 
giving comments on the draft of the paper. 
Mama Cuiptcewala and Satyakam Joshi for 
their assistance in supervising the field work ] 

* Surat has 36 municipal wards The biggest 
ward has 49 polling bexiths and the smallest 
ward has just 3 polling booths We have 
selected minimum one or 10 per cent of the 
polling booths from a ward Fifty three poll 
mg booths were selected From each polling 
bexith 23 voters were selected with help of 
random table for interview Total number of 
respondents were I 323 From them wecould 
interview 723 Number of them were either 
wrongly listed or shifted their residence 
Some were not available at the time ot inter 
view they cither left the area or were out of 
station or not available after two visits A few 
avoided us 
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Prospects for FDI and Multinational 
Activity in the 90s 

Sebastian Morris 

This paper discusses the implication!, of trends and patterns in foreign ditect investment and of the policy and 
structural changes in India for foreign direct investment in India in the 9lh It i v argued that w hile the FDI inflow into 
India IS likely to Increase, it would never be anywhere near the $ 4 billion or so per year that is anticipated by the 
government and hoped for by business By contrast international subcontracting by foreign firms could play a major 
role in manufactured export growth This is an aspect which, while vitally important for Indian manufacturing, has 
attracteu tittle attention in terms of policy 


THE 80s saw a resurgence of foreign direct 
investment (FDI) into India This was after 
a period of very low or negative investments 
in the 70s FDI grew in current US dollars at 
a rate that was near ^0 per cent on a trend 
basis but from a very small base' It is 
therefore not surprising that in 1988 it was 
still only $ 2S0 million and by 1990 only of 
the order of $450 million per annum Today 
within the government and among liberal 
scholars there is much hope that India would 
be able to attract large volumes of FDI 
Economic growth in the 80s, at 5 per cent or 
so, was high in comparison to that achieved 
in the decade and a halt from 1965 to 1979 
when the economy grew at an average rate 
of about thrce-and-a*halt per cent It seems 
that despite good growth (which nvals that 
achieved during the Vfahalanobis penod) 
and hence good prospects tor FDI, restric¬ 
tive policies among other factors may have 
worked against large scale inflow of FDI 
The 90s, therefore with the very liberal 
policies towards FDI and with the prospect 
of economic growth continuing at the same 
rate as in the 80s are expected to attract 
larger inflows of FDI In this paper wc argue 
tliat while FDI into India is likely to increase 
in the 90s, relative to that in the 70s and the 
80s, It would never be anywhere near the 
$ 4 billion or so per year that is anucipated 
by government and hoped tor by business 
Tlie major reason is that India is unlikely to 
grow at the same pace that Thailand or 
Clhina today, and secondly because India is 
already entrepreneunally advanced relative 
to the smaller countnes of south-east Asia, 
and a fair diversification of the Indian econ 
omy has already taken place Changes in the 
global economy, particularly the diversifi¬ 
cation of sources for FDI and the emergence 
of non-equity forms, reinforce this picture 
Other forms of uansnational activity including 
intemational subcontracting could inciease 

I 

Review of International Trends 

Large firms including multinationals or 
transnationals (TNCs) have witnessed 


major changes in their competitive posi 
tions Broadly there has been a substantial 
decline in the competitive position of US 
TNCs Japanese 7 NCs have greatly int reased 
their FDI into the advanced capitalist coun 
tnes (ACCs) and the LDCs, and western 
European firms while under threat trom 
Japan have also increased their participation 
in the US market primarily through direct 
investments There are other changes ot a 
more macro economic nature Variations in 
growth rates between US Japan and west 
em Europe the very real prospects ot an 
increasingly unilicd European market large 
trade surpluses of Japan, slowing down of 
growth world over including in the LDCs 
emergence of greater competition in the 
supply of technology, particularly in the 
more ‘mature’ technologies, arc all impor 
tant in understanding the prospects for par 
ticular countnes as sources of investments 
in India 

In Afnca given that it is still at an early 
stage of development much of the FDI has 
been in extracuve industnes and in others 
related to transport and trade Recession in 
the ACCs in the 80s has led to falling 
demand tor the natural resources ol the 
LDCs, particularly Afncan and Latin Amer 
lean, which has also lestncted FDI 

In contrast many of the countnes in cast 
and south east Asia have generally wit 
nessed substantial FDI flows dunng the 80s 
though there have been major vanations 
among them Malaysia, Singapore Thai 
land and China have had vastly increased 
investments in the 80s In the Philippines 
and Indonesia the growth was less in the 80s 
than before 

South Asia on the other hand has attracted 
far smaller amounts of FDI This is due no 
doubt to the low levels of income in these 
countnes, small markets (except in India) 
and to rather poor growth performance 

From the trends in the FDI to the LDCs in 
the 80s It IS without doubt clear that coun 
tries with high growth of manufacturing 
output and with policies favourable to FDI 
have been successful in attracting large FDI 
flows, particularly in manufactunng and in 


manufactunng related industnes The mere 
existence of attractive policies and incen¬ 
tives of vanous kinds to potential investors, 
Ol regimes liberal to FDI, is certainly not 
enough Otherwise many low income coun¬ 
tnes and many of the Latin Amencan should 
have attracted large volumes of FDI in the 
80s Good growth and largish home markets 
arc the key to inward IDI, pantcularly so for 
lountncs with moderate to high population 
densities and no great endowments of natu¬ 
ral resources 

The emergence ot pluralism ought not to 
directly afl<*i t the prospect for the quantum 
of FDI into a country like India Yet, besides 
the diversification of the sources of FDI and 
technology in general the propensity for 
non equity forms including joint-ventures 
has certainly increased since Japan and 
German firms arc less prone to majonty- 
owned attiliaics and have shown a greater 
tendency to sell technology It seems there¬ 
fore that for the same growth potenual in the 
market the overall quantum of FDI inflows 
would be reduced 

An important development in the 80s, 
which will certainly continue into the 90s, is 
the increasing flows of I DI into the services 
sector About 40 per cent of the stock of all 
FDI III the mid 80s and about 35 per cent in 
the late 70s were in the services sector 
implying that the flow during the 80s would 
most certainly have consisted of at least 50 
pet cent in the services sectors ’ The bulk of 
FDI in services consist of financial services 
including banking and trade related servic¬ 
es I he expansion in financial services was 
intimately linked to the early spread of 
transnational banks and the development of 
the Eurodollar and later Euro cuitency mar 
kets as well as to the need to serve abroad 
affiliates from the same home country De¬ 
regulation innovation of new financial in 
siruments such as secuntisation of debts, 
development of telecommunications and 
information prcKessing and increasing links 
between capital markets of the major indus¬ 
trial powers were factors underlying the 
steep growth in transnauonalisation of fi¬ 
nancial services in the 80s a growth which 
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was largely confined to the ACCs. In the 
near future the growth of such investments 
into the LDCs, if the immediate past and the 
present of south-east Asia is any indication, 
would lead us to believe that FDI in services 
would be marginal in the LDCs. This is 
because the basis for these investments lies 
in the transnationalisalion of other sectors, 
and to the movement of people across coun¬ 
tries for business and pleasure. Ilieir role in 
the highly transnaiionaliscd economy of 
Singapore is large. The city's status as a 
metropolitan centre has created a role for 
service investments that link it as a financial 
and commercial centre to London, New 
York and Pans. Thailand, South Korea and 
Indonesia, on the other hand, show very 
much smaller levels of FDI stock in the 
services sector, which is related to the stock 
of manufacturing FDI systematically. 

In the 80s and continuing into the 90.s 
there has been a great liberalisation in the 
LDCs’ policies towards FDI. In the 80s 
when LDCs were left chasing for FDI there 
was little functionality in LDCs pursuing 
restrictive and confrontationist policies 
against market-oriented FDI. Also many an 
LDC undergoing structural adjustment un¬ 
der Fund/Bank auspices was as part of the 
adjustment programme required to liberalise 
greatly its policies towards foreign capital. 
With the large number of countries going in 
for structural adjustments since the second 
oil crisis (1979-80) there has been virtually 
a scramble for competitive liberalisation in 
the LDCs in the late 80s. leaving 
transnationals to pick the most lucrative and 
prospective markets, vir:, those of the fastest 
growing LDC economies, including China. 

Yet we must not underestimate the role 
'Of ideology and example in the liberal 
jattitudes to TNCs: The success of South 
jKorea, Taiwan, Singapore and Hong Kong, 
^d of others that attempted to closely 
follow them, in their external orientation 
^pects—Malaysia, China, Thailand, and 
:^haps Indonesia—was far too remark¬ 
able, and gave rise to the thesis of ‘export- 
growth and industrialisation.^ 


n 

Non-Equity Forms of FDI 

Developing countries have made system¬ 
ic efforts to un-bundlc the package of 
ills, competencies and resources that con- 
itute FDI. Countries at an earlier stage of 
:velopment like many in Africa have re- 
icted their attention to Afncanisation of 
t workforce and to participation in owner- 
hip, whereas in others pursuing an indepen- 
nt strategy such as India, government 
ctioo has sought to bring down the cost of 
hnology import, discourage FDI when 
chnology could be purchased outright, or 


when licensing arrangements were feasible. 
Such developments have given rise to the 
soollcd non-equity forms of transnational 
participation in the LDCs. In the literature 
licensing agreements (when not with major¬ 
ity-owned affiliates), managementcon tracts, 
purchasing contracts, international long-term 
subcontracts, joint-ventures (especially mi¬ 
nority-owned) are recognised as channels of 
non-equity transnationalisation. Eiqually 
importantly, the pluralism of FDI in the 80s, 
and particularly the rise of Japanc.se lirms, 
and now Korean in many standard items, us 
technological leaders in many an industry, 
has widened the sources of technology and 
skills tor LIX's, and has increased the bar¬ 
gaining power of LIX’s, especially the dy¬ 
namic NICs and large countries like India 
and China pursuing a more .self-reliant 
industnalisation strategy. 

Non-equity arrangements are generally 
found in areas that use ‘stable’ or ‘mature’ 
technologies. Similarly newer TNCs and 
particularly those from LDCs, as also those 
losing their competitive advantages, have 
shown a greater tendency to establish non¬ 
equity form* of transnationali.sed opera¬ 
tions. Since non-equity forms involve the 
combination of indigenous entrepreneur- 
ship with technology and other competen¬ 
cies liom outside, their prevalence and suc¬ 
cess depends vitally upon the strength of 
local entrepreneurship. 

m 

Manufactured Exports and FDI 

FDI in natural resources (or non-equity 
forms of transnationalisation when these are 
more meaningful) takes place without refer¬ 
ence to the stage of development of the host 
economy when the competence to develop 
them IS not locally available. TNCs are 
always available to develop such re.sources 
as long as there is sufficient demand for 
them in the home country and in world 
markets. Similarly given good prospects 
and a not too small market and protection, 
TNCs readily invest to serve host LDCs’ 
domestic and regional markets in manufac¬ 
tured products. And much of manufacturing 
investments in LDCs are indeed of this 
variety. On the other hand the role of FDI in 
manufactured exports from the LDCs is 
rather small despite impressions to the con¬ 
trary:^ hluch of the increases in manufac¬ 
tured exports from Korea, Taiwan and the 
other NICs have taken place from domestic 
firms. Transnational affiliates have been 
sources of less than 5 to 20 per cent of the 
manufactured exports from the NICs, ex¬ 
cept Singapore where the role of affiliates 
has bran high.* In export promotion zones, 
transnationals are active in manufactured 
exports through the so-called runaway in¬ 


dustries. But several considerations would 
attenuate their importance for a country like 
India; Firstly, very few countries have been 
able to attract such runaway industries at a 
significant level and all of them have had 
close political and sometimes military links 
with the US (South Korea, Mexico, Taiwan, 
Thailand, Singapore, and the Philippines). 
These along with Malaysia were hosts to as 
much as 90 per cent of all EPZ employment 
of ju.si about 1.6 million in the mid-80s.^ 

But the role of TNCs and other firms 
ba.scd in the ACCs in manufactured exports 
from the NICs has been vital, principally as 
marketing channels and as sources of sub- 
contract.s for innumerable small and large 
domestic firms. It is here that the rule of 
retailers and buying agents from the ACCs, 
the Shogo-Shosho, and the purchasing de¬ 
partments of large manufacturing firms, 
including their specialised trading firms is 
important. Manufactured exports through 
such arrangements have till recently almost 
entirely bypa.ssed India in the 70s and 80s.* 
As protectionism in the ACCs strikes deeper 
roots, ‘independent’ exports by the LIDCs 
would become increasingly difficult. 

An important aspect-of ACC firms' pur¬ 
chases of manufactured products from the 
LDCs is what is generally called interna¬ 
tional subcontracting. We may usefully con¬ 
sider international subcontracting to consist 
of two archetypes: (1) F^irchases by retail 
and chain stores. (2) Original equipment 
manufacturing (OEM) arrangements. These 
constitute an important channel for the man¬ 
ufactured exports of the traditional vanety 
generally based on the existing or given 
comparative advantages of the NICs. A 
study by the UNCTC reports that, in 1987, 
the 11 largest department store chains im¬ 
ported 5 per cent to 25 per cent of the goods 
which they .sold, and that these goods were 
.sourced predominantly from LDCs.* In free¬ 
ing the LDC manufacturer from marketing 
and distribution, it allows him to concen¬ 
trate on manufacturing and quality. In items 
like garments, fashion articles, the arrange¬ 
ment also frees the local enterprise from the 
need to constantly monitor a distant and 
unfamiliar market for changes in tastes and 
fashions therein. It also gives him a large- 
scale of operations, greatly aiding his move¬ 
ment towards greater efficiency, cost reduc¬ 
tion and quality consciousness.'* Of course 
a large part of the gains from lower cost and 
improvement in quality goes to the purchas¬ 
ing ACC—the retail chain stores and the 
consumers in the form of higher margins 
and lower prices respectively." But for the 
LDCs’ initially small manufacturers, to miss 
the process of international subcontracting 
is to miss the bus altogether. It is very 
difficult for even a well diversified econo¬ 
my like India to arrange all die ingredients 
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for succesitvl penetration of ACC markets, 
at quick enough rates, without dependence 
on ACC firms or institutions.'^ 

Original equipment manufacturing 
OEM); This is a long-term manufactur- 
ng contractual relationship between the 
ubcontractor and the manufacturing .<irm 
from the ACC) to purchase to strict spcc- 
fications and quality, parts, components, 
nd sub-as.semblie$, and products which 
II go as part of (or the) original equip- 
lent sold by the manufacturer under its 
rand-name. Such arrangements have been 
n existence since the emergence of 
fordism' in the US, and is at the root of 
ie success of the automobile industry the 
/orld over in cost reduction.” Intcma- 
onal subcontracting of original equip- 
wnt rose to prominence in Korea and 
'aiwan. There are no reliable estimates of 
ie volume of trade that takes place due to 
>EM arrangements. It is estimated that 
)EM exports from Korea around the mid- 
Os accounted for SO per cent of the coun- 
ry’s total exports to the .US.'^ In the 80s 
s Korea moved on a growth path realising 
ynamic comparative advantages, OEM 
rew most rapidly, particularly in metal 
ansforming industries and electronic and 
omputer products and related subassem- 
lies. OEM arrangements cover a wide 
mge of products from tennis balls, pho- 
>graphic equipment, computers, fork-lift 
ucks and now even cars and parts of 
ircraft. 

OEM arrangements are hardly possible 
'ith LDC firms which do not have the 
Ecessary technical and managerial capaci- 
r and the bases to meet delivery schedules 
id quality standards, and to do so at prices 


agreed upon much earlier to the final deliv¬ 
ery. It is not surprising then that only South 
Korea and Taiwan with their active and 
con.scious industnalisaiion efforts and high 
level of skill formation and with an environ¬ 
ment over which business has much control 
have been able to take advantage of such 
arrangements.’' 

More importantly for the OEM suppliers, 
the price reali.sation is significantly less 
than through dirci t sales. Dependence upon 
the larger foreign firm, and the risk from the 
foreign firm .shifting over to another OEM 
supplier, perhaps in another country, are 
other problems. Despite these difficulties 
OEM arrangements have been widely re¬ 
sorted to by successful Korean and Taiwan¬ 
ese exporters of sophisticated products. 
Many of the independent exporters of .so¬ 
phisticated products started as OEM suppli¬ 
ers and some like .Samsung and Goldstar 
while they work as OEM suppliers in certain 
products are independent exporters in oth¬ 
ers. OEMs can be big markets too: Goldstar, 
an OEM supplier of colour TV sets to Scars 
Roebuck of the US, has found the market 
in its contract with Sears Roebuck large 
enough for it to .set up an affiliate in the US 
to continue the contract, as its exports came 
under protectionist pressures."' Equally 
importantly, many large OEM suppliers 
in some markets are independent suppli¬ 
ers in others. 

The above discussion could mean that the 
OEM relationship, while certainly a depen¬ 
dent one, is not without its dynamism which 
in an economy that is actively and con¬ 
sciously industrialising'^ can certainly take 
the OEM supplier to the status of an inde¬ 
pendent supplier. 


IV 

Developments in Indian Economy 

The new economic initiatives undertaken 
by the government in 1991-92, which were 
preceded by policy changes of a more lim* 
ited extent, are in many ways truly revolu¬ 
tionary. While it is true that the actual 
change has lagged behind the inibatives and 
the many pronouncements, what has hap¬ 
pened thus far is indeed remarkable. In a 
short span of time, intentions of privatisatioD 
and disinvestment of the public sectw and 
of liberalisation of the financial sector have 
been expressed. Major control systems (li¬ 
censing, production and price controls) were 
either done away with or attenuated very 
much. Imports were considerably liberalised, 
and the bias against exports has been signif¬ 
icantly reduced and in some initanoes ham 
removed altogether.More specifically, the 
policy towards POI has been much 
liberalised’and today EDI is welcome with 
little attempt to control the ownership in ail 
but a negative list of industries. The poli^ 
for foreign technical collaboration had al¬ 
ready been liberalised in the 80s. 

The changes go fat beyond the require¬ 
ments of the ‘structural’ adjustment under 
Fund/Bank auspices, even though the pres¬ 
sure of the.se institutions would have initi¬ 
ated and sustained these changes. But the 
very short-term prospect for growth is not 
good, given the very conservative credit 
policies and the fear of inflation, which is 
shared by nearly all political groups. If the 
hoped for investments being planned by 
the private sector are realiaed growth 
could be at the same high level as in the 
80s. But the kind of ‘high speed growth', 
being achieved by South Korea, China and 
Taiwan, would not take place, since Indi¬ 
an agriculture is unlikely to grow at the 
required 5 per cent for this growth. If the 
experience of industrialisation in the 20th 
ccntui^ IS any guide such a radical trans¬ 
formation of agriculture is hardly possible 
without land reforms in densely populated 
economics, and thus far the new initia¬ 
tives do not indicate any development in 
ihi.s direction. 

Growth has been restncled and 'inten¬ 
sive' in the sense that a wide diversification 
of the industrial base emerged:^ Skills and 
competencies in the entire gamufof require¬ 
ments for independent industrialisation were 
attempted to be built up often at great cost. 
Yet the growth rate was very small, so that 
indiistiialisation could not be extensified to 
embrace a wide section of the population.^' 
The limits to this kind of 'restrictive-inten¬ 
sive' indusinalisation was reached long ago 
and the period of the 70s may be considered 
as an unsucccsstul attempt to find new di¬ 
rection. The partial liberalisation of the 80s, 
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and the favoutahie conditions” for growth 
obtained dunng that decade (good harvests, 
increasing public investments, release of 
infrastructural constraints particularly in 
pow«'), and now the general liberalisation 
of the economy can possibly mark the be¬ 
ginnings” of extensification of 
industrialisation. 

The period up to the 80^ with the intensive 
industrialisation can be positively viewed as 
having built a strong basis for all round 
growth whatever its cost may have been in 
Nre earlier period. Thus today when die 
economy is being opened up to foreign 
capital and to imports there is a well devel¬ 
op^ basis and infrastructure to quickly 
absorb and internalise the technology and 
the new skills and competencies. In other 
words, impmt of capital and technology 
could be largely to upgrade the existing 
competencies, and there would only be a 
few instances wherdn the imported tech¬ 
nology goes to produce final goods alto¬ 
gether new to die economy. Indian firms, 
and die economy in general, have the com¬ 
petence to meet the foreign supplier of 
technology more than half way. 

Hie unequal and dominant position of 
tiMsnationai Affiliates in the Indian cor¬ 
porate sector during the 60s and later, 
studied by many scholars,^* has through 
die late 70s and 80s given way to a more 
equitable and competitive relationship 
between Indian and foreign capital. No 
doubt the change was possible due to the 
state's industrialisation efforts through 
ptanning, active intervention, restrictions 
on foreign capital, regulation of technolo¬ 
gy import and specific policies designed 
to encourage indigenous technology and 
, entrepreneurship; broad-basing the latter 
I to a level that has rarely been achieved in 
I any economy. The natural growth of the 
I market also allowed for the gradual entry 
I of indigenous capital into areas dominat- 
j ed by foreign capital—advertising-inten- 
I Siveand life-style-associated products, and 
\ hii^ technology areas. The higher mvest- 
I Blent propensities of local capital in con- 
I Inst to that of foreign capital in the 70s 
Ji. and 80s, the advantage that they had under 
t the Indian patent law (particularly in the 
J drugs and pharmaceutical sector), laws 
|prohibitingtheuseof foreign brand names, 
government investments in generation of 
local teekuologics (particularly in chemi- 
iCals and pharmaceutical, steel, metal trans¬ 
formation, electronics and electrical engi¬ 
neering) through laboratories” and public 
sector units have all played their parts. 

General production expertise, i e, the com- 
|petence in activities related to shop Door 
management, maintenance, detailed engi¬ 
neering of plant, project implementation, 
fabrication (in contrast to design) of plant 


and equipment to given specifications and 
design, feasibility studies, market and fi¬ 
nancial studies, civil constructions of prac¬ 
tically all types, infrastructure related de¬ 
sign and constructions nearly of all types, 
competencies in the functional areas of 
management—production and quality con¬ 
trol, accounting and finance, personnel man¬ 
agement, marketing, and general 
management—are all widely and cheaply 
available in the country. This necessarily 
means that the unpacking of FDI is likely to 
be considerable, even when there are no 
government regulations explicitly seeking 
to unpackage technology and bring about its 
diflusion.” 

These all have the implications for the 
extent and nature of transnational involve¬ 
ment in the Indian economy in the 90s under 
a liberalised regime. The large and some¬ 
times pent up requirements of the economy 
for new and better technologies would mean 
that foreign collaborations would greatly 
accelerate in 90s. But much of this for 
reasons already discussed in this section, as 
also due to the emergence of pluralism in the 
sources of FDI and competition between 
TNCs, would take non-equity forms. Joint- 
venture forms would have a greater propen¬ 
sity in large investment proposals in areas 
like basic goods where the sheer size of the 
project would make Indian entrepreneurs 
initiating their projects look to their foreign 
suppliers of technology for part of the fi¬ 
nance and sharing of ri^ as well. Odier 
non-equity forms—purely technical collidi- 
oration, licensing, lump sum purchase of 
technology, minority near-portfolio partic¬ 
ipation by the foreign tecdmical sup|rii«’—are 
hkely to be the most common forms of TNC 
involvement in the economy. 

It is generally believed that much of Indi¬ 
an industry is highly protected and therefore 
quite inefficient. While this may have been 
true in the 60s and 70s, in the 80s, even while 
there arc large sectors of Indian industry that 
are inefficient, many secton are indeed 
quite efficient—non-electriCB] machinery.” 
textiles, automobile aacillaries, computer 
assembly and manufacture, to name just a 
few, as detailed studiM would show, More 
importantly it stands to reason that widi high 
duties on most HB^erts, cfEeciive proiactian 
rates particularly for those widi Idgh dudes 
on inputs would be small and oAsn .dnies 
even negative.” The high cost of basic 
materials—^steel (largdy due to the failure 
of the public sector), non-ferrous metals, 
certain agncultural inputs, imported and 
domestically produced chemicals, energy 
(again due to public sector failure)—tend to 
mask the true conversion efficiency of large 
.sections of the Indian industry, making them 
appear less efficient that what they are. High 
excise duties at various stages of manufac¬ 


ture lend to obfuscate the picture even fur¬ 
ther, so that only careful and detailed studies 
of EPRs at a fairly high level of disaggrega¬ 
tion are meaningful. It is, therefore, hardly 
surprising that as imports were greatly 
liberalised due to the movement away from 
quotas and quantitative restrictions, and to a 
lowering of tariffs, few industries have suf¬ 
fered to an extent that they had to be closed 
down due to import competition, indeed, 
the decline in the bias against exports has 
lead to many of them planning to greatly 
increase their exports. As the home market 
grows and Indian firms are able to take 
advantage of economies of scale, their low 
cost of labour, particularly skilled labour, 
their relative competiUveness in most areas 
of production that u.se mature or standard 
technologies can only increase vis-a-vis both 
other NICs including China and the ACCs. 
These offer tremendous prospects for OEM 
and international sub-contracting besides, 
of course, technology imports. 

It is OEM arrangements that are poten¬ 
tially of great significance to the Indian 
economy in the 90s. The gains made by the 
Indian economy during the phase of ‘re¬ 
strictive-intensive’ industrialisation can 
today be easily encashed into fast indus¬ 
trial growth, without running into a skills 
constraint, if other constraints undwiying 
the extensification of growth were to be 
removed. OEM arrangements could greatly 
help to use the large under-utilised c^iaci- 
ties in engineering and other industries, in 
both the public and private sectors of the 
economy. Today, unteiaausiBg compe¬ 
tition in passenger aireraft manufocture, 
firms like McDonell Douglag, and evra 
Boeing the market leader have tied up widi 
plants in Taiwan, China and Japan to supply 
on contract parts of aircraft with high value 
addition by skilled labour. India unlike Tai¬ 
wan or Korea, has large excess capad^ in 
the HAL, for instance, waiting for such 
OEM arrangements. Large sections of the 
Indian public sector, in heavy and medium 
and light engineering, machine tools, elec¬ 
tronics, power engineering, as well as of the 
private sector in machinery and transport 
equipment, white goods, automobiles, etc, 
could greatly benefit throughCMBM anBagB- 
meius. Successful (gM si rs ng e ns si u s wonld, 
inqHy continual tndueliMI KiW illdfl^iaii- 
sibte um8hs titiowr it ‘diicipIlMd* enou^, 
and wages do not grow faster than produc¬ 
tivity in the organised section of the industry 
and increasing subcontracting between large 
and small industry” which generally tees die 
unorganised labour markrt. If a more mean¬ 
ingful relationship between labour and cap¬ 
ital could emerge in the 90s. and the polieiM 
that have been biased against exports are 
given up, it may be possible for India to 
follow the path (in this aspect) successfully 
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tnced out by Korea. Taiwan and now CSuiM. 
m OEM and other international subcon¬ 
tracting arrangeiiKnts It may seem that 
sudi developments would call for substan¬ 
tially increa^ growth m the ACCs Butthe 
fact IS that OEM exports and subcontracted 
products (other than textiles) in general 
from India are almost non-existent today, so 
that gaimng mailtets here IS more a matter of 
die abihty of Indian firms to gear up, and of 
the policy that encourages such relahon- 
ships, to take advantage of its lower costs to 
displace such operations in Brazil, Taiwan 
and Korea. The growth in the overall market 
for such activities is of less relevance to 
Indian firms than to those already en¬ 
trenched. 

FDl m the traditional sense of majonty 
ownership could therefore be largely re¬ 
stricted on economic rather than policy 
grounds to (a) high technology areas and in 
new products, (b) products of Western cul¬ 
ture where the source credibility assoaabon 
are coilsiderable, such as soft dnnks, ciga¬ 
rettes, oitertainment, toys, fast food, etc 
IiKteed in these sectors we may welt see a 
resurgence of FDI via takeovers of Indian 
umts as the source credibility associations 
of the Indian consumers undergoing 
westernisation prove adverse for Indian 
firms, (c) processing of agncultural prod¬ 
ucts for exports where large scale-econo¬ 
mies and new practices arc called for, (d) 
whatever little runaway industnes-in the 
EPZs that India can attract (c) in trade and 
finance-related services, in the latter if the 
policy were to change dramatically to favour 
TNCs, under international, but particularly 
US pressure, and in the toimer if export 
activity via international subcontracting, 
OEM production and processing of agncul- 
tural products for exports were to greatly 
increase 

V 

Conclusions 

In this paper the implications of the trends 
and patterns in the phenomenon of foreign 
direct investments and ot the policy and 
structural changes on in India lor foreign 
direct investment into India in the 90s arc 
discussed It is argued that while the FDl 
inflow into India is likely to increase in the 
90s, It IS contingent on the maintenance of 
the industrial growth of the 80s in this 
decade too Typically FDl has always fol¬ 
lowed growth Inflows anywhere near the 
Chinese level are quite out of question, 
except in the remote possibility that India 
achieves the 'high speed' growth ot China 
(‘High speed’ growth as in Thailand or 
China IS hardly possible without the 
extensification ot growth through the econ¬ 
omy, a (ffocess that requires agnculmre 
Itself to grow fast at about 5 per cent or so) 


China's population is nearly 1 25 tunes the 
Indian, and its per capita income in 1987 
was three times the Indian ^ If both India 
and China continue with their growth rates 
(China’a^ieing twice as much as India's) 
into the 90$ as m the 80s, China would be 
adding 7 S times whia India adds to Its home 
market each year For manufactured goods 
the same ratio would be 10* Is it surprising 
therefore that it was able to attract about 
seven to 10 times more net FDI than India? 
In Figure I we graph the ratio of net FDl 
(World Tables 1987) die change in purchas¬ 
ing power panty ck>P^' over the 80s for 
IndiaandChma We see that the ratio is very 
similar for both India and China and present 
broadly similar trends, as both countnes 
faced the same environment for FDI In the 
90s as India liberalises its policy towards 
FDl this ratio can grow a little above Chi- 
na’sbutnottoomuch FDI into India'is more 
likely to take die form of joint-ventures and 
other so-called ‘non-equity’ forms As in¬ 
digenous businesses have gathered strength 
over the period of sheltered growth m the 
80s, FDl entry into India would rarely be 
without an acbve Indian collaborator FDI's 
role in manufactured exports is likely to be 
small In contrast intemabonal subcontract¬ 
ing by foreign firms could play a major role 
m manufactured export growth This is an 
aspect that has attracted little attention m 
terms of policy, and given the wide diversi¬ 
fication of the economy, the low cost of 
manpower, availability of a wide vanety of 
skills, and large excess capacibes, is vitally 
important for Indian manufacturing It can 
crucially provide the scale of output to 
segments of Indian manufacturing which 
are most competibvc, even if at low mar¬ 
gins, so that a sigmficant contnbution to the 
extensificabon of growth is made 
In the 90s we would move into an era 
where the economy and more so the growth 
therein, rather than the immediate policy 
towards FDI, is likely to determine both the 
quantum and form of FDl and related activ¬ 
ities 
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would today mean that all but the most ob- 
scuranbst or eccentnc regimes would be 
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12 The expenence of Indian trading firms in 
the ACCx that have woefully failed m the 
task of manufactured export from India would 
further confirm this Sebastian Mortis,'For¬ 
eign Direct Investment from India 1964- 
1983 unpublished FPM (doctoral) disser¬ 
tation, Indian Institute of Management, 
Calcutta 1988 An anempt by the public 
sector to set up an organisauonal equivalent 
of the shogo-shosho by merging the MMTC 
and STC along with some other smaller trad¬ 
ing firms proved xbll born 

13 In Japan they were given a further boost due 
to the lower costs of labour in smaller firms 
and because Japanese culture stid manage¬ 
ment styles made possible stable situations 
of monopoly facing monopsony, permitting 
single (or few) highly specialised sub- 
contractor(s) to supply a single product or a 
part without the usual farming out to several 
subcontractors to lower nsk typical, of west¬ 
ern economies These practices uniterlay the 
success of just m-time and other related 
shupfloor practices 

14 UNCTC open 


II4S 



15 There are of course prcAlems for both par 
ilea ID OBM arrangements Sourting ftom 
OEM producers ID LDCs tan mean that thi 
ACC firm is vacating the manulai turc ol lhal 
product or component Its lower costs through 
the OEM atrangemem is possible only v> long 
as Its competitors do not have similar as i css u> 
OEM suppliers, a situation not likely to I isi 
long so that OEM sourcing is no allernalivc 
to product improvement and innovation by 
the ACC firm therefore such airangciiicnis 
arc noi for the long term collective good ol 
the LUC s and they would be bounded by ihi. 
ACCs' restriclise trade policies 

16 UNCIC open 

17 Yet we may caution against a general spre id 
of OEM relations in MX s with the rcquiiid 
economic and entrepreneurial base The 
Lonrinenient of OEM to laiwan inti Koiet 
and to a mote limned extent to ( hin i may 
be indication ol the need for sliong poliln il 
and perhaps even milnaiy undcisiaiidmi> 
between the host country and the domin ini 
ACCs US and Japan 

18 Yet govcrniiiein's elloit to rtducc thi bias 
against exports has come up against ihc vs ill 
of high excise dunes 11 c.imiol lowsi ilu 
input and capital cosis for exporting indus 
tries without reducing the counleivailing 
duties which gel linked to excise taxes mil 
the excise taxes themselves So picsenily 
many an Indian firm finds ns translonii ition 
cost to be very low but is unable lo iiansi ilc 
these into the bargain prices reqinicd for 
export penetration 

19 We would think that it is onlv high giowth 
rates sustained over longish periods that 
amount to transformation of t IK s into in 
dusirial societies The wide gap between the 
ACCs and Ihc LDCs in letiiis of output pt i 
annum would mean that if the politic il and 
economic constraints to growth iie absent 
economies grow very last This is inoihti 
aspect of late industrialisation 

to The variety ol goods and services pioduced 
in India is matched by only the laige soc lal 
ist countries including C hina and the A( C s 
and possibly Brazil Mexico and Argentina 

!l it IS remarkable lhal despite the visibility ol 
India's industrialisation the piopoition ol 
labour force in manufacturing is still only a 
little above that for preindusinal igiaiian 
economies Employment growth t tie in man 
ufaciunng has been tardy in the bOs 

t2 R Nagaraj Some Reflections on (irowih in 
the Eighties Institute of Public P nterpi ise 
mimeo 1991 

13 But not the process itself since as said be 
fore there are no indications that the agii 
cultural transformation is on 

!4 Cf N K Chandra Western Imperialism and 
India Today £c onomu and Piditu at Week 
ly. Annual No. Nos 4 S and 6 and part II in 
No 7 February 1973 

5 II IS well known that tew laboratoiies have 
been able to commercialise their research 
work and as such government laboratoiies 
have (due to their lack of potential links with 
production enterprises) failed in then task 
But diffusion of technologies and skills 


through movement of people has been stg 
nificant A few Regional Research Labora 
lories the N monal ( licinical i aboratory 
liie ISK<) md |>cih ips a few others have no 
doiihi mull posilur coiitiibulions 

■>6 Sec S in) lya I ill Piiildinn Induslital ( lun 
/>efi((\<«ccMii/V\< liiptniiC ouMrus Of Cl) 
Dcvcl ipim III ( entic 1990 for a compara 
live suidv lit Ihc NK s in technological and 
iiidusiiiil livclopinint 

2/ ( I Vhoilil H ink Non Hi lineal M ichinery 
Sub t lor India Industiy Dipt Noveiii 
be iiiiiiui I9S4 

2S Prill bisidi iliul ilioiis III elfiitivc piolcc 
non IS Hill 1 st lull hist deflcitivi protcition 
I III still many inilu<lncs putiiiil irly for many 
in till capil d goods sectui would show that 
Indian indiisliv is mil i hcavilv pioleited as 
wh II Ihc iiiiioiii il 1 utils alone would indicate 
I Ol in I Ills lolly s c K ti N imhi It Prolec 
non lo bull III Imlusliv f icl and Theory 
h oil mi I iiul Pi liiniil Wrtkh January I 
S 19S1 Sii ilso\VOlid Bink i put and fur 
I iciiiit III l\ III thi pi rs isivi mss ot nom 
in d l mils s c B Cl iM ir AVI Naiiyain 
Hill I N Still III Sniiituii Ilf Nominal 
I lulls in linli ) N iiioii il Insoiuti ot Public 
I in III ( iiiil’oliiv Niw Delhi PiperNo3 
liilv IJi’ iiiiinto 


29 This becomes almost a necessary condition, 
given the vast schism between the two labour 
markets Large industry has access to only 
the organised labour market, with very high 
(though perhaps still lower than in the ad¬ 
vanced NlCsk wage rates The unorganised 
labour market is very cheap, labour is doc 
lie and the small industry has access to the 
same As yet due to the organisational limi- 
taiinns of the small sector, and tiie rudimen 
tary development of subcontracting rela¬ 
tionships in the economy, the cheapness of 
Indian labour remains largely unexploited 
in Ihc world markets The few exceptions are 
linked to exports where India has an abso¬ 
lute advantage polishing of precious and 
semi precious Stones granite polishing mica 
splitting prawn peeling and packing 

30 World Penn Tables Mark V 

31 China shows a larger trade ratio than India in 
the bOs which is rather puzzling But the 
ippaieni pu/zle disappeais when we adjust 
fur the special relationship with Hong Kong 
runclionally Hong Kong is to China what 
Bomba) is to India IT one were to include 
Hong Kong integrally as a part of China, and 
remove ihcir mutual trade land investment) 
thi II Ihc trade lalto of China becomes less 
than that lot India 
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Food Shortages in Russia 

Arup Banerji 

if»e fnuinienance uj iiuing Standards, public health, even life itself are gravely threatened by the scarcity offood 
in Russia. These circumsttmces are more the product of the unaffordability of food than its absolute unavailability. 
Given the unlikelihood of sharp improvements in productivity, food shortages are likely to persist until at least the next 
harvest. 


THROUGH 1993, the humus of the Rus* 
Sian political terrain altered momentously, 
the dominant topos of economic strategy 
shifted and novel themes came to form the 
staple of arguments within society. Food 
shortages remained pervasive, even para¬ 
doxical, however. In their intensity, these 
shortages were disproportionate to the de¬ 
gree of contraction in agricultural output, 
even if this was the fourth consecutive 
year of decline. Through last year the 
price of a typical basket of 19 foodstuffs 
rose steeply (by about 7(X) per cent), but 
not as sharply as overall inflation (by 
about 900 per cent) (Figures 1 and 2). 
Food producers, particularly grain grow¬ 
ers, marketed greater volumes of a slight¬ 
ly shrunken output, at prices that rivalled 
or outstripped world market prices. More 
food products were available in retail trade 
and more bread, meat and dairy products 
were bought.' 

But as growing numbers of Russians 
experienced the debilitating-effects of 
m^nourishment, from inadequate real 
wages (Figure 3) and inflation-driven so¬ 
cial polarisation, the incidence of diseases 
from undemutrition spread and the demo¬ 
graphic deficit plumbed depths unusual 
for peace time. The unaffordability of 
essentia] nutrients, especially for the in¬ 
creasing ranks of Russians without a reg¬ 
ular wage or salary, rather than any abso¬ 
lute shortage of fo^ is likely to persist till 
at least the middle of 1994 when the har¬ 
vest is gathered in. If agricultural output 
contracts again, or if levels of productiv¬ 
ity fail to rise, and the annual rate of 
inflation crosses the three-digit figure of 
1993, outcomes which are not unlikely for 
reasons to be discussed below, food short¬ 
ages will inevitably worsen. 

Agmcultural Output Trends 

The extent of the decline in agricultural 
output last year contradicted most prog¬ 
noses but it was actually less than the 
measures of decline in GNP, industrial 
output and in oil and coal. Although agri¬ 
cultural output fell more gradually in 1993, 
at about S per cent, than it had in 1992, at 
about 9 per cent, the gravity of the decline 
was underlined by its relentlessness: be¬ 
tween 1990 and 1993, it decreased by a 
factor of between 17 and 29 per cent. 


depending on the accuracy of the annual 
rate of inflation factored into the particu¬ 
lar estimate.’ 

Russia and Kazakhstan were the only 
two countries in the CIS that produced less 
gran in 1993 than in 1992, but this had a 
slight effect on the CIS harvest, which 
decreased by only 4 per cent, to 183.2 
million metric tons (net weight, here and 
throughout).’ In Russia, within a slightly 
smaller grun harvest, of 98.9 million 
metric tons, the harvest of bread cereals 
like rye and buckwheat dropped more 
sharply compared with 1992 (see the table), 
and much of the reduced wheat har¬ 
vest can only be used for livestock feed. 
The production of potatoes, vegetables, 
fruits and berries also fell considerably 
below last year's harvests.* Shortages of 
feed cereals and the nutntional paucities 
of what was available caused the number 
of livestock to diminish through 1993, by 
IS per cent for sheep and goats, lOpercent 
for pigs, 6 per cent for big-homed cattle 
and 2 per cent for cows.’ 

In June last year the deputy premier for 
agriculture, Aleksandr Kharlampeyevich 
Zaveryukha, had said that in 1992 Russian 
consumption levels of meat and eggs had 
relapsed to those prevalent in the 1980s, 
while Russians had drunk more milk in the 
first half of the 1960s. Decrements in their 
production, as well as falling real incomes, 
he pointed out, caused the consumption of 
meat and meat products to fall by 14 per 
cent and of milk and dairy products by IS 
to 16 per cent in 1992 against 1991. Al¬ 
though the consumption levels of meat 
and meat products (by 8 per cent), of milk 
and dairy produce (9 per cent), and of eggs 
(S per cent) had ail risen above the ex¬ 
tremely low levels of October 1992 by 
October of the next year, they still lagged 
behind the amounts consumed before the 
start of the reform programme in 1992.* 

From spring 1993, and amidst the gath¬ 
ering symptoms of an early drought in 
southern and central Russia, optimistic 
statements about the size of the I ^3 grain 
harvest abounded, in April, Zaveryukha 
forecast a figure of 106 to 108 million 
tons, which was level with that of the 
previous'year and lower than the average 
for 1986 to 1990. In August he mentioned 
a figure of 120 to 125 million tons (he 
must have had the bunker weight in mind). 


and this was even higher than the best 
recent Russian harvest, that of 1990, of 
116.6 million metric tons. Deducting a 
reasonable 8 per cent from the bunker 
weight, this estimate, at 107 million tons, 
presumed a better performance than the 
average one from 1986 to 1990, of 104.3 
million tons. Leonid Cheshinskii, the di¬ 
rector of Roskhleboprodukt, the joint-stock 
company responsible for agricultural pur¬ 
chases for official distribution, had spo¬ 
ken of a (bunker weight) harvest of 11S.S 
and 12S million metric tons in July.’ Hie 
harvest itself, of course, confounded all 
these prognoses, and in this welter of 
almost wild guesstimates, those by 
SovEkon, at 102 to lOS million metric 
tons turned out to be most accurate.* 

What are the prospects for better grain 
harvests in Russia in the next few years? 
They will undoubtedly brighten as the 
process of institutional change in produc¬ 
ing units gathers momentum and the un¬ 
der-productive collective and state farms 
are converted to smaller individual farms. 
These have already demonstrated a posi¬ 
tive ability to reverse declining levels of 
land and labour productivity and losses of 
produce, but their future performance is 
critically dependent on regular supplies of 
mechanical inputs appropriate for their 
smaller area, and of fertiliser and credit 
(their importance is assessed later). On 
the flat Russian expanses, broken by few 
wind breaks, soil was and is being swiftly 
lost because of wind and water erosion, 
and the productivity of this dwindling 
reserve of arable area is slipping on ac¬ 
count of the inefficient use of plant nutri¬ 
ents and excessively heavy machinery, 
over-grazing, over-cropping, the plouj^- 
ing of steep slopes and salination. In 1992, 
theRussian Federation Committee ofLand 
Use and Land Resources estimated that 
over half of arable land in the country had 
become degraded, in the senses of its 
being excessively boggy, humid and over- 
acidified 

Sown area in 1993 dropped to 61 million 
hectares from an average of 62.3 million 
hectares in 199P-92 and 61.9 in 1992, but 
since the contraction of the harvest ex¬ 
ceeded this reduction, lower yields must 
have contributed to the smaller grain har¬ 
vest last year Through 1993, sowing, 
threshing and harvesting operations oc- 
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curred later than in the previous year As 
a flood of reports from the minisiry of 
I agriculture iterated this had less to do with 
the weather and more to do with the st iit 
of financial and mechanical preparedness 
of collective and individual farms 
Weatherwise the year had been 
characisnsed by higher than average pie 
cipitation early in the season, and though 
this aided crop yields it also necessitated 
a heightened reliance on labour and ma 
chinery to bnng in the standing gram 
before it rotted Higher proportions of 
essential machinery were in a stitc of 
disrepair at the start of the spnng 1993 
sowing season than had ever been the i asc 
in the last four years This affected trucks 
(20percent).tractors(16pcrcent) ploughs 
(13 per cent), seeders (14 per cent) and 
cul&vators (13 per cent) Supplies of die 
sel fuel and benzene to farms had contract 
ed by about 30 per cent from the previous 
year's level, and supplies of accumula 
tors, fodder and beet harvesters, and trac¬ 
tors had fallen gravely below those des 
patched to farms in 1992 The volume of 
agricultural machinery produced during 
1993 had fallen by proportions ranging 
between 22 and 41 per cent, which was 
actually steeper dian the plunge in indus 
trial output as a whole Ever since the 
hberalisauon of pnees in January 1992 
the rate of growth of prices for agncultural 
machinery, fertilisers and pesticides have 
persistently outrun those for agncultuiai 
produce and this has hampered the rc 
placement of spare parts, torced machin 
ery to be unusable for longer, and reduced 
die application of fertiliser As livestock 
head declined numencally, greater rcli 
ance had to be placed on shnnking vol 
I umes of chemical fertiliser, so that at 
I cording to agriculture minister Viktor 
I Khlystun, the application of chemical 
agents per hectare has halved m leccnt 
I years* 

I Cumulatively, this meant that by the 
) endof September, 24 per cent of the gi II n 
crop (planted in 13 1 million hectares) had 
not been harvested and the nature ot this 
delay was accentuated by the fact (hat by 
t then protracted rainfall in the Urals and 
j Siberia and early snow in oblasts in cen 
' tra) and north-eastern Russia like 
Kostroma, Tver, laroslavl and Moscow 
imperilled the sowing of the winter crop 
too By mid-October, only about half the 
country’s grain harvest had been thresh 
ed'* 

Procurements op Producf 
PROM 1993 Harvest 

The procurement of grain products tor 
distribution by state agencies has steadily 
nsen, m absolute terms trom 22 3 million 
metric tons in 1991 to 26 in 1992 and ’’s n 
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1993: as fractions of the harvest, too, they 
rose to 25.3 per cent in 1991, then fell to 
24.3 in 1992 and climbed again to 28 per 
cent in 1993." The purchase of wheat 
grew by 16 per cent, and of barley and 
buckwheat by 130 per cent, even as the 
volume of their production decreased, and 
this was in contrast to falling procure¬ 
ments of meat and eggs." 

The institutional framework for official 
procurement of agricultural produce has 
radically changed in the last two years. 
The process of replacing mammoth cen¬ 
trally-organised collections at adminis¬ 
tered prices has been almost fully replaced 
by local purchase activity at competitive 
prices that are in some real correspon¬ 
dence with costs of production. 

The committee for grain products was 
separated from the Russian ministry of 
trade and material resources and convert¬ 
ed into a joint stock company, called 
Roskhleboprodukt, by a presidential edict 
in October 1992, at the beginning of the 
country’s privatisation programme. It was 
entrusted with obtaining and maintaining 
a single, federal fund of agricultural prod¬ 
ucts like grain, oilseeds, flour and mixed 
fodder products, for distribution to the 
regions by the central authority. The next 
year, the .single fund was bifuicatcd into 
the federal and regional funds, tor pur¬ 
chasing and maintaining stocks of the 
same products in 1993. Stocks in the fed¬ 
eral fund were destined for' the biggest 
cities, the army, export and the grain con¬ 
suming (bezkhlehnykh) regions of the 
Russian Federation, like the north and the 
far cast. The regional funds were set up in 
belated recognition of the forces of re¬ 
gional autarky, or the effort by local au¬ 
thorities throughout Russia (as indeed in 
the Soviet Union through 1990 and 1991) 
to retain gram produced or obtained in 
their area rather than ship it out for central 
distribution. 

The presidential edict of December 24, 
‘On the liberalisation of the grain market 
in Russia', marked the apogee of develop¬ 
ments that had been gaining prominence 
since 1990. Their origins lay in an aspect 
of the fracturing of the unified USSR, the 
clamour for regional economic self-suffi¬ 
ciency that left few corners of the country 
unaffected by spring. By the end of that 
year, all 15 union republics, a score of 
autonomous territories and even parts of 
some large cities had declared themselves 
independent. At a central committee ple¬ 
num in March 1991, Gorbachev warned 
regional party secretaries that they would 
thenceforth have to meet local food and 
feed needs from local sources, since allo¬ 
cations from the union fund were going to 
be curtailed." 

The timing and essence of these changes 
were conditioned by their unavoidability; 


the burgeoning of the private grain mar¬ 
ket, typified in grain dealings in commod¬ 
ity exchanges {tovarnye hirzhy). The os¬ 
cillatory rhythms of private enterprise af¬ 
fected them in various ways, and by the 
end of 1993 only 180 of the 303 licen.sed 
exchanges were functioning, and only 40 
held more than two weekly auctions. As 
the smaller ones were swept away by their 
inability to attract traders and corner 
stocks, for in every 10 rubies turned in 
Russian exchanges came to be earned in 
just six of them, four of which happened, 
not fortuitously, to be located in Mos¬ 
cow." 

One of the mo.st important and earliest 
of these grain dealing exchanges was the 
Moscow-based Russian Commodities and 
Raw Materials Exchange, founded by 
Konstantin Borovoi, that conducted its 
first auction in November 1990. Two years 
later, the section within it that traded in 
foodstuffs wi.s the most dynamic in that 
exchange. By September 1991, 104 slate 
and private (domestic and foreign) under¬ 
takings had combined to launch The Inter¬ 
national Food Exchange in Moscow, and 
it soon achieved its multifarious aim of 
unifying the purchase of agricultural prod¬ 
ucts from producers, their processing, 
packaging, storage and shipment. From 
September a year later, 12 Russian com¬ 
panies joined to set up the Russian Grain 
Futures Exchange, that boasted the inten¬ 
tion of eventually determining national 
grain prices in a single futures trading 
exchange. Grain dealings now occur in 
several exchanges in Moscow, Stavropol 
and Krasnodar and in the Russian Grain 
Trade Exchange in Saratov, the single 
venue for 60 per cent of exchange-based 
grain deals.'" 

In 1992, there was a palpable nervous¬ 
ness in official circles about allowing ex¬ 
change dealers in grain the pnce-compct- 
itive possibility of securing proportions of 
the harvest that might endow them with a 
destabilising commercial leverage. Much 
of these anxieties were allayed last year, 
by the satisfactory procurement perfor¬ 
mance of Roskhleboprodukt and the steps 


taken to dismantle the hallip-'rks of the 
command economy in this sphere, like 
obligatory deliveries and Exed prices, that 
had worked so conspicuously to the 
dislavour of official agencies. By Decem¬ 
ber, It was clear that the results were 
primarily reflected in inflationary whole¬ 
sale prices, apparently a less worrying 
result than the accumulation of substantial 
stocks in the exchanges. 

The presidential decree on the grain 
maikct was momentous in several respects. 
Compulsory deliveries and other forms of 
forced removal of agricultural produce 
had already been abolished from 1994 by 
a presidential decree in October, whose 
central thrust had been to establish land as 
a form of private property.” It mmked 
the culmination of earlier processes by 
decreeing that all official purchases of 
grain and oilseeds were to be made at 
market pnccs from producers who were 
free to sell to the buyer of their choice; the 
centre lelicvcd itself of all supply respon¬ 
sibilities tor regions and republics within 
the Ru).sian Federation, and in future they* 
were to meet their needs from regional 
stiK'ks; all state-owned enterprises involved 
with the purchase, primary processing and 
storage of grain were to be converted into 
joint stock companies by April 1,1994. 

Finally, and to great import, the decree 
empowered the centre to guarantee the 
unhindered movement of grain within the 
country by taking punitive measures 
against regional authorities who sought to 
obstruct grain shipments or the grain trade. 
The.sc measures could include stopping all 
forms ol federal support to-agricultural 
enterprises, or ceasing to send foodstuffs 
to areas that were net grain consumers, in 
regions that hampered this. Regional au¬ 
thorities had often blocked or delayed the 
export of grain products out of their own 
regions, and supply plans to consuming 
regions had suflercd.'* 

But a more forceful catalyst to this de¬ 
cree lay in the relentless rise in state 
(whole.salc) prwurement prices for grain, 
since the start of purchases of the 1992 
harvest. It was from then that Russian 


TABir Cercai. and Livesiikk PBoniif-i Ouivi i in Ri'ssia, I986-19V3 
(Million tons, net weight) 



1986-90 

1991 

1992 

1993 

1993 as Per Cent 
to 1992 

Gram 

104 3 

89 1 

106 9 

98 9 

93 

Wheat 

43 .S 

38 9 

46 2 

42 S 

92 

Rye 

12.4 

106 

139 

9 2 

66 

Bailey 

24.1 

22 1 

27 0 

26 6 

99 

Oats 

12.6 

104 

112 

II 5 

103 

Corn 

3.3 

20 

2 1 

24 

114 

Buckwheat 

0.6 

0.7 

1 0 

08 

77 

Meat (dead weight) 

9.7 

94 

8 .t 

77 

93 

Milk 

.‘>4.2 

52 0 

47 2 

46 9 

99 

Eggs (mas) 

47.9 

47 1 

42.9 

40 3 

94 


Sourer: Finansovyr irvesiiya. No 4 (6.S). R-bruary .3-9. 1994, v 
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FiriURF I Acivai Food Pwcfes in 1991 
(By moiKh, m inouuiid niUet) 



NM€ These dau cxpiess the monthly average cost of a selection of the 19 most important food 
pimlucts purchased by the population and calculated m rubles per person at the end of the 
|h:i lod 

SiMint Hii\\ii\kir ve\U No 4 (428) lanuary (> 1994 pi 


grain prices on the private market began to 
move closer to world market ones, even as 
official procurement prices, on at least 2S 
per cent of the grain harvest earmarked for 
obligatory sale, were not permitted an 
annudl mark up of more than 25 per cent 
Paced with the possibility of escalating 
sales at free prices, with built-in inflation 
ary expectations tor sellers, Roskhle- 
boprodukt steadily raised its prices 
After being set at 12 rubles a kilogram 
for bread-quality wheat in August, the 
pnee had shot up to 25 rubles for some 
vaneties of wheat by December 
Successful negotiations in February and 
March 1993, between Roskhleboprodukt, 
on the one hand, and the Agrarian Union 
and AKKOR (Association of Russian Peas¬ 
ant (Private) Farms and Agricultural Co¬ 
operatives). both organised expressions 
for producers' interests, on the other, kept 
the price down to this level till the end of 
April But on Apnl 28, the ministry of 
agriculture raised wholesale prices again, 
to R 22 to 51 for hard-vanety wheat and to 
R 20 to 35 for small-size wheat 
In late June these pnees were raised again, 
R) R 45 to 70 for a kilo of wheat and to R 40 
to 45 for barley,” only to nsc once again in 
August, after heated debates between the 
government and producers' organisations, 
to wheat prices starting at R 60 a kilo and 
running to over R 80 The Agrarian Union 
was making a case for wheal prices run¬ 
ning from R 86 to 100 at a time when it 
was apparent that Roskhleboprodukt had 
funds that could not sustain purchases at 
more than R 50 Bv September, the whole¬ 


sale price for standard wheat delivered to 
Roskhleboprodukt had climbed to R 84 
At the height ot the procurement season 
in August, Roskhleboprodukt was at 
tempting to buy over 4 million tons of 
gram a week but woiking on a weekly 
purchase budget of less than R 100 mil 
lion rather than R 450 5(K) milion ' 

On July 30, the government decided to 
augment the wholesale prices of grain, 
oilseeds and sugarbeet ottered by 
Roskhleboprodukt at a monthly late ot 10 
per cent The ministry of finance strenu¬ 
ously criticised this scheme lor its infla¬ 
tionary implications but it was overruled 
by the imperative need to bolster stocks in 
the federal and regional funds When it 
was found that indexed prices had outrun 
exchange prices within and market pnees 
beyond Russia, the time to end indexation 
was at hand In late September it was 
announced that the practice was to cease 
from October I in western and central 
Russia and from November I in the Urals, 
Sibena and the Far East ” 

Throughout the 1993 gram procurement 
season, Roskhleboprodukt was hampered 
by scarce financial resources, in terms of 
the target it had set for the federal and 
regional funds and the prices it was ex¬ 
pected to offer producers The only cir¬ 
cumstance that might have worked in its 
favour, in specific regions and on particu¬ 
lar dates, was a negative one by which the 
lack uf storage and processing facilities 
compelled producers to sell gram before it 
rotted, as a not inconsiderable amount 
apparently did ” 


From the outset of their commercial 
activity last year officials on Roskhlcho- 
produkt vainly strove to bring the lunds at 
their disposal m closer correspondence 
with the rising wholesale prices that pre¬ 
vailed on these product markets In strik¬ 
ing similarity with the predicament of 
their NFP ancestors they were the politi¬ 
cally advantaged but economically dis¬ 
abled casualties ot an unequal rivalry be 
tween official and private buyers of the 
commodity whose price undcigirded trends 
across the economy They ended the race 
deep in debt By the end ot October thay 
had not paid for 40 per cent ot the gram 
they had sccuicd and the dch4 to grain 
sellers amounted to R 7(X) billion and to 
dairy farmers another R 5{K) billion By 
January 1994, Viktor Khlystun had stated 
that the debt had swelled to R 2 trillion of 
which R 600 billion ought to have been 
paid to gram groweis " 

Whs Toon ShoriaciI-s Mioin 
Intinsii-y is 1994 

Russia's strivings towards self sulfi 
ciency in food politically laudable as they 
indisputably ate may have been pursued 
to unreasonable even chimerical lengths 
Grain impoits trom countries ot the dis¬ 
tant abroad, at II million metric tonnes 
had been halved since 1992, when they 
had amounted to about 25 million tonnes 
and imports ot wheat and corn as well as of 
soya tro/en meat and sugar declined in 
still greater measure Yeltsin might have 
been incautious when he recently denied 
the need lor any imports of gram in 1994, 
because ot adequate reserves trom the 
current harvest ” The bill for domestic 
procurements m 1993 was, according to 
one estimate, 10 times mure than the bill 
fur imports in 1992''* All the available 
evidence suggests that the improvements 
in the storage, shipment and processing ot 
food products that are imperative if losses 
between producer and retail outlet are to 
be controlled, are sty mied by scarce funds 
The better scale of procurements was, 
consequently, unmatched by efforts in 
improving the volumes of domestically 
utilisabic produce This situation might 
recur in 1W4 too 

Focxl consumption levels in Russia have 
been sliding quantitatively since (he start 
of the decade, as well as receding further 
trom minimal calonc requirements even 
of a shrinking population It inflationary 
pressures mount, output levels will need 
to not only not fall, but grow substantially 
to neutralise shortages from the devalued 
currency 

An extremely grace consequence of the 
debts owed to agricultural particularly 
gram producers is that they were acutely 
short of resources with which to begin the 
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FiGimE 2 Indices of Inflation in 1992 and 1993 



month, m terms of the percentage growth liom December of the preceding year 
Source Roimtkte vew No 4 (428) /anuiry 6 IWf pl 


autumn sowings last year which were there¬ 
fore delayed Further, both the area of land 
sown in autumn and that ploughed in au¬ 
tumn for spring (1994) sowing declined 
by 20 per cent as an average lor all grain 
cereals, but by 34 per cent for rye and 12 
per cent for wheat All prognostications 
unanimously concede that even if weather 
condttions remain as broadly lavoiirable 
as they have been in the past two years, the 
reduced area sown to crop in autumn could 
prompt cereal grain production to slide by 
6 to 8 per cent in 1994 The first predic¬ 
tions of the 1994 harvest, as I write, plat e 
It at under 95 million metric tonnes 
The Russian press is replete with infor¬ 
mation concerning the devastating impact 
of inflation, a recent poll found that 84 per 
cent identified it rather than unemploy¬ 
ment (30 per cent) as the prime banc in 
their lives ’* The government has been 
more than vocilerous in its declarations 
that It must be reduced to a monthly rate of 
about 5 per cent by the end of this year, and 
this IS the key goal in the blend of anti¬ 
recessionary pohcies on its agenda '' By the 
end of 1993, the annual rate of inflation had 
been bridled (Figure I), but this victory in 
terms of a three-digit figure was fragile 
because it was crafted by the intrinsically 
temporary expedient of deferring wage and 
purchase payments from the budget 
Now, perhaps even more singularly than 
in 1992. the political cleavages in the 


Russian legislature run along economic 
faulllincs The ‘profit-seeking’ reformers 
have been relegated to the margins of 
decision-making, though not debate, and 
their criteria of economic effcctivity 
grounded in market generated profits have 
been eclipsed by other imperatives They 
confected a recipe lor economic advance 
that laid greater stress on the cost of pro 
duclion of output, its marketability and 
profitability, than its volume, the battle 
against unemployment ceded priority to 
that against inflation This had a pro 
foundly anti-levciling social impact, some 
aspects of which will b^ identified below 
The priorities of the cu'rrent leadership are 
somewhat dissimilar Augmenting levels 
of output by restoring idle productive ca¬ 
pacity through generous subsidies and 
reducing unemployment form the core of 
their prescnptions for economic recovery, 
but they too have accorded high status *o 
containing inflation 
Unfortunately, this is also a prescrip¬ 
tion for swelling the budgetary deficit As 
miners, oil-workers and medical staff, 
among others in the labour force, strike or 
threaten work stoppages to press for the 
payment of their wages or salaries," the 
printing presses will have to work over¬ 
time to meet their claims " Through last 
year jiine in every 10 rubles of the budget 
ary deficit were sought to be made up with 
new rubles, since tax receipts fell substan¬ 


tially Wage and salary arrears of these 
magnitudes will undoubtedly bloat the 
deficit, and jeopardise the targets pro¬ 
claimed for the reduction of the rate of 
inflation It is highly unlikely that receipts 
from taxes will contribute significantly to 
budgotaiy revenues this year, because of 
the trough from which output will have to 
increase as well as the difficulties in 
taxing privatised service undertakings 

rivilt.in and military industry, agricul¬ 
tural producers and feileral grain purchase 
organisations arc likely to demand, and 
receive iicdit that will have a similarly 
deiriinental eftcci on the health of the 
budget even if they blunt the edge of 
opposition hostilitv " As Russian indus¬ 
try seeks to regain domestic market shares 
in consiinur goods lost to imported prod¬ 
ucts since 1992 and arms markets abroad. 
It can only replace worn out fixed capital 
and leviialise slack capacity initially and 
indispensably by borrowing Likewise, 
cereal sow mgs and stock raising can occur 
at better levels this year only if producers 
arc repaid fiom the yield of fresh loans, 
tor what they sold to oliicial buyers last 
year and olleied loans to neutralise the 
harsh industrial agricultural price scissors 
Prolonging repayment might well result in 
falling output lor the fifth successive year 

Subsidies to the agro-industrial com¬ 
plex (APK) arc likely to have a detrimen¬ 
tal effect on curtailing the budgetary def¬ 
icit through 1994 On February 3, the 
cabinet decided tvi appropriate R 14 tril¬ 
lion lor the APK in 1994 and to maintain 
subsidy levels of 1993 intact In addition 
to this the APK is also to receive R 14 
trillion III soft loans fur food procurement 
and R 6 iiillion as Centtal Bank credit for 
spring sowing According to Andrei 
Illarionov who recently resigned as dep¬ 
uty director of the Centre for Economic 
Reform that icporicd to the prime minis¬ 
ter the infusion of R 34 trillion into the 
APK in this manner would double the 
amount of money in the economy and send 
monthly inflation soaring to 50 percent by 
June The si/c of this subsidy to the APK 
will have to be dramatically sheared be¬ 
fore It can make any difference to the 
budgetaiy deficit in 1994 that draft bud¬ 
get presumes a deficit of R 55-61 tnllion, 
a sum equivalent to at least 10 per cent of 
GNP a change in decimal fractions over 
1993 

Even if more foodstuffs are available in 
retail trade this year, through commercial 
retinnalisation and the spread of private 
trade ' if highci lates of inflation from 
output shortfalls and/or a widening of the 
blades of the wholcsale/retail price scis¬ 
sors picvcni leal wages from improving 
llirough 1994 »he proportion of family 
income spent on buying food could cross 
the 50 per cent mark, having fallen to 46 
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percent in 1993 and 47 per cent in 1992.’" 
In December 1993, about half the Ru.s.sian 
labour force earned a monthly wage that 
was le.ss than the average wage (R 141, 
200). While the wages of 2 per cent of 
them were less than the survival minimum 
(about R 40,000), 33 million Russians, or 
one in every five in the Russian Federa¬ 
tion, were officially considered as living 
on an income below the survival mini¬ 
mum.'* If inflation levels mount in the 
next few months, income disparities will 
sharpen"" and the growing number of Rus¬ 
sians earning threshold or subliminal in¬ 
comes will be compelled to reduce their 
consumption of foodstuffs to levels yet 
unknowable. 

This could have calamitous social con¬ 
sequences, accentuated by a phenomenon 
whose growth next year few now care to 
contest: rising unemployment. Russian in¬ 
dustry has experienced the recessionary 
repercussions of the transition away from 
a command economy considerably more 
painfully than has any other economic 
sector. With about half its fixed capital 
worn out, because investment has fallen 
by two-thirds since 1989, the production 
reserves in industry arc now adequate only 
for simple reproduction.'" The rate of en¬ 
terprise closures, primarily from bank¬ 
ruptcy once an anti-bankruptcy law comes 
into effect, is likely to accelerate before it 
stabilises. The unemployment that will 
haye to precede industrial recovery will 
depress disposable incomes to levels that 
will aggravate the food shortages. 

By the end of 1993, one in every 10 
Russians among the economically active 
population were either unemployed, ac¬ 
tively searching for work or working tem¬ 
porary hours. Seven in 10 unemployed 
Russians were those who had traditionally 
been, and currently are. most responsible 


for finding and preparing food for the 
family: women. At that time last year. 56 
per cent of the officially registered unem¬ 
ployed hiid been without a job for the last 
four months, and if the average number 
competing for a vacant job (.3.1 persons) 
was less than in our country, their pros¬ 
pects of finding one before major strides 
in economic recovery are made arc slight 
indeed.''^ Having risen by 45 per cent in 

1993, the number of registered unem¬ 
ployed is likely to grow even faster in 

1994, leaving 30 million without jobs by 
December according to unofficial experts, 
and between 6 and 10 million, according 
to officials."’ 

ITic mounting budgetary deficit, and the 
irresistible claims for credit or subsidy from 
enterpnse and farm directors will delay the 
creation of an effective social safety net for 
those on pensions, or those partially or 
wholly unemployed. Since the practice of 
subsidising bread pnees ended, in October 
last year, compensatory income subsidies, 
although indexed, have been starkly inade¬ 
quate for the purchase of food items other 
than the absolute necessities. 

But even otherwise, as M Bolgarev, the 
director of the Institute of Food attached 
to the Russian Academy of .Sciences (PI/ 
RAN) revealed, Russia was losing ‘human 
material’ every day. As more and more 
family dining tables feature just bread and 
potatoes, he pointed out that children were 
being bom prematurely and with weak 
immunological resistance as well as cere¬ 
bral abilities. Since 1989, national per 
capita consumption levels of meat had 
shrunk from 75 to 58 kilograms, of milk 
and milk products from 397 to 298, of 
vegetables from 91 to 77 and of fruits from 
41 to 37. When asked by his interlocutor to 
react to subscribers who wrote in that food 
consumption norms approximated physi¬ 


ological minima better in the camps dur¬ 
ing the second world war than now, he did 
not find reason to differ. He might have 
found support in the ministry of labour 
too: they reported that an adult Russian 
had an average daily caloric intake of 
2,1(10 kilocalories, apparently insufficient 
for an 11-year old person."* 

The effects of all this on the demograph¬ 
ic (im)balance elude precise estimation; 
most demographic analyses of Russia, in 
the throes of the kind of flux when all that 
is .solid IS melting into air (what Judith 
Shapiro aptly termed ‘the psycho-scKial 
crisis’), tend to conflate the factor of 
malnourishmcnt from soaring food prices 
into a broader ensemble; its instrumental¬ 
ity in aggravating rates of morbidity 
springing froiri nervous stress and an ac¬ 
centuated vulnerability to heart failure, 
themselves the indisputable consequenc¬ 
es of rising insecurity, crime and econom¬ 
ic hardship, are conscnsually accepted, 
however."’ 

In late November 1993, Nezavisimaya 
gazeta titled an investigation into Rus¬ 
sia's demographics ‘ Is Russia Dy ing Out'.'’. 
The author(s) of the unattributed article 
argued that this was happening in a con¬ 
text of “(the) impoverishment of a part of 
the population, mass incidence of diseases 
and undernourishment”. The rapidly 
plummeting demographic deficit, marked 
by falling'birth rates, rising mortality rates 
and declining longevity, more than amply 
testifies to its relevance as a query. 

Between 1988 and 1992, the number of 
births had declined by nearly 2.5 million 
compared to the previous five-year peri¬ 
od, and in 1992, for the first time since the 
end of the world war, the number of deaths 
(1.32 million) outnumbered that oPbirths 
(1.24 million). This deficit grew from 
0.08 million in the first nine months of 
1992 to 0.522 million in the same period in 
1993."" Russia’s population stopped grow¬ 
ing in late 1991, and has been shrivelling 
since. For 1993 as a whole, compared with 
1992, the natural deficit amounted to 0.8 
million f'.4 million births or 14 percent 
less than in 1992; 2.2 million deaths, or 20 
per cent more than in 1992), but if inward 
migration from the near abroad is consid¬ 
ered, then this would fall to 0.5 million. 
The birth rate, per one thousand of the 
population dropped from IU.7 b>.9.2, and 
the death rate rose-from 12.2 to 14.6. 
^xingevity had slipped to the same level as 
in the early to mid-1960s."’ Given these 
circumstances, the prolonged but more 
effective subsidisation’of food and health 
systems are indispensable, if Russian cit¬ 
izens arc to find any hope of confronting 
the rigours of a transition so misleadingly 
consecrated as reform. 

The sweeping recourse to one or another 
variant of private food production is the 
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most eloquent testimony to the sense of 
despair with which most Russians view 
official initiatives in this sphere. This is at 
the heart of the decollectivisation of farms, 
underway since 1990. Subsidiary allot¬ 
ments, market gardens, joint stock farm¬ 
ing companies and private farms have 
yielded steadily rising increments, often 
fundamentals, of income and ftxid. Many 
families have, anyway, been constrained 
to reduce expenditure on finished food 
products in favour of cheaper ones that 
can be produced and processed domesti¬ 
cally.** 

Between 1990 and 1993, the share of 
total agricultural output that originated 
outside state and collective farms grew 
from 24 to 36 per cent. Disquietingly, this 
growth failed to counter the declining 
tendency in overall national agricultural 
output..The variety of producing units that 
characterise individualised agriculture arc 
not conspicuous grain producers yet. Their 
output,consists, in the main, of vegeta¬ 
bles, fruits and dairy products that aid in 
diversifying and enriching a diet still dom¬ 
inated by carbohydrates The shift to¬ 
ward independent farming by Russian fam¬ 
ilies is in striking contrast to the efforts of 
their country in that direction, for it is 
grounded in levels of productivity and in 
balance sheets that arc more likely to 
remain positive than the national bill. 

The criticality of improved agricultural 
performance, as the motor for economic 
recovery in the Russian economy as a 
whole, has been a central strand of argu¬ 
ment in this essay. Food shortages are 
relative, stemming from high prices rather 
than absolute availability. Higher levels 
of productivity at less cost and accompa¬ 
nied by better land use; raising domesti¬ 
cally utilisable grain by preventing har¬ 
vest losses; and, raising the quantum of 
agricultural investment could have a cu¬ 
mulatively marked effect on reducing 
them. The determination of wholesale 
agricultural produce prices must be done 
with an eye to their impact on retail prices 
if the negative income-distributory ef¬ 
fects of Russian inflation are to be re¬ 
versed. 

The most persistent images to come out 
of Russia in the last two years have been of 
a population struggling to survive against 
the vagaries of reform, the ubiquity of 
crime, the lack of policy and activity that 
has addressed social impoverishment— 
and a seemingly irreversi le regime of short¬ 
ages, most pervasively of food. 

Notes 

[I am grateful to Ajii Ghosh for the incisive 
manner in which he smoothed out several 
logical wrinkles in my arguments; needless 
to add, the responsibility for the conclusions 


remains solely mine. I would also like to 
express thanks to the library staff in my own 
institution. The Indira Gandhi National Cen¬ 
tre for the Arts, as well as in The Russian 
Centre of Science and Culture and The Insti¬ 
tute for Defence Studies and Analyses, for 
help in locating 'elevant research literature.) 
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article by John Lloyd entitled ‘Russia 
Faces Population Crisis as Death Rates 
Soar', based on information presented by 
Natalia Rimashevskaia, the head of The 
Institute of Socio-Economic Studies of the 
Population, Moscow, to The Hamman Insti¬ 
tute, New York, Financial Times, February 
14, 1993. I For the comment in the text 
above by Judith Shapiro, see the same arti¬ 
cle The life expectancy of males bom in 
1993 IS just S9years(Lee Hockstader, 'Death 
and Disease Rates Soar in Russia’, Guard¬ 
ian Weekly, Vol 1.50, No II, March 13, 
1994,18) 

48 I have attempted to probe the origins, nature 
and dynamic of individualised agriculture in 
Russia in an article that wilNappear this 
summer in a special issue of the India Inter¬ 
national Centre (^uaiterly, devoted to con¬ 
temporary Russia, with M K Palat as the 
guest editor 

49 For the shares and trends in the production 
of vegetables and dairy products in the pri¬ 
vate sector through 1993, of about three- 
quarters and one-third of respectively, see 
Ekonomika i zhizn. No 6 (8491), February 
I994,8,lbid, No 49 (8482), December 1993, 
24 (interview with Zaveryukha), Finansovye 
izvesiiya. No 4 (65), Febniary 3*9, 1994, v 
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DISCUSSION 


If this is Tuesday... it must be Social Roles 

Sociology and Challenge of Gender Studies 

Sharmiia Regc 


THE discussion that has I'ollowed Vecna 
Das’s analysis of the ‘Crisis in Sociology in 
India' [Gin l993,Murthy I993,0cshpande 
1994] encourages me to react and comment 
on the state of the art in Maharashtra. I see 
this comment as a step in collecting data 
from different regions and towards forming 
a base for what G B Venkatesha Murthy has 
called reorientation workshops (Murthy 
1993]. These will have to be different from 
the ‘refresher’ courses and will have to be 
consciously guided towards building a com¬ 
munity of discourse ]Giri 1993], To avoid 
centralisation and mcU'opoiitanism in build¬ 
ing such communities of discourse, a series 
of local and regional level deliberations 
would be necessary as a preliminary step. 
Such a strategy has been adopted by the all- 
India network of women's organisations 
and has led to more participatory and dem¬ 
ocratic proceedings at the national confer¬ 
ences. Satish Deshpande has aptly expressed 
our ‘collective ineffectiveness' and most of 
us would agree with him that ‘brilliance' or 
‘innovation' is collectively and institution¬ 
ally reproduced [Deshpande 1994]. The pre¬ 
conditions of innovation require a further 
analysis of the state of our syllabi, our 
pedagogical practices and our response.s to 
challenges from within and outside the 
academia. 

Sociology at the ‘general’ and ‘special’ 
levels is offered in 19 colleges in Bombay 
university, 10inPuneand62in Maralhwada 
[Dhanagare 1993]. D N Dhanagarc has shown 
how student enrolment drops at the level of 
specialisation in sociology [Dhanagare 
1993]. Discussions with students reveal that 
on the college campus sociology majors are 
perceived as inferior students. Many of those 
who opt for sociology as major reveal that it 
is a soft choice. (“Syllabi are general, mar¬ 
riage, family and all that sort, and do not 
require rigorous study as in economics or 
practical lab-work as in psychology.’’) For 
some sociology was preparing ground for 
the civil services or a Master’s degree in 
social work. The few who had made a ‘con¬ 
scious choice’ in opting for .sociology com¬ 
plained of thinly constructed courses which 
they argued were weak—^both on intellectu¬ 
al achievement and critical rea-soning. Fur 
students coming from the mofussil areas, 
majoring in sociology widens their chances 
of acquiring a clock-hour basis Icctuicrship 
in non-grant colleges which have been mush¬ 
rooming in Maharashtra. Most students con¬ 


fessed that they did not put in any extra 
reading at the MA level and could manage 
easily with their ‘BA notes’. Tho.se who did 
put in extra reading were troubled about the 
lack of links in the syllabi between history, 
theory, contemporary issues and their per¬ 
sonal lives. 

A review of the syllabi of Nagpur, Bombay, 
Marathwada and Kolhapur universities re¬ 
veals that in all these universities there is a 
course on concepts (usually covering struc¬ 
ture, .society, culture, stratification, devi¬ 
ance, social control, etc); one on ‘Indian 
Society’ or ‘Indian Social Problems' (usual¬ 
ly covenng joint family, caste, social re¬ 
form, with .some units on ‘Muslim and 
Hindu view of life') and compulsory cours¬ 
es on Sociological Thought and Research 
Methodology. Most courses give a reading 
list of prescribed texlbtxtks dated between 
1950s and 1970s. There is a dearth of read¬ 
ing material in Marathi and what one often 
has arc translations of a mix of the mass- 
marketed American textbooks. These mass- 
marketed American textbooks attempt to 
cover an array of topics with concepts, 
statistics, graphs and attractive photographs 
drawn largely from white, middle class 
American contexts with‘consciousattempts’ 
to ‘include’ blacks and natives at places. 
(Sec. for example, the very popular Broom 
and Seiznick 1955.] When basic sociologi¬ 
cal concepts are read from these texts, they 
emerge not as expressions and critiques of 
lived situations but as abstractions which 
become even more abstract when supported 
by illustrations that are remote from lived 
contexts. It is no surprise then that most of 
us who crammed Maciver and Page’s defi¬ 
nitions of ‘marriage’ and ‘family’ and sup¬ 
plemented them with a ‘Hindu view’ and 
‘Muslim view’ never really thought of thc.se 
institutions as sites of contestations and 
struggles. Compulsions of brahmanical pa¬ 
triarchy become naturalised within these 
course sUuctures and this is only one exam¬ 
ple of such naturalisation. The point I am 
making is that there are hardly any 
interlinkages made between the basic con¬ 
cepts and the trajectories of their develop¬ 
ment in sociological thought and their util¬ 
ity or otherwise in our lived contexts. The 
different courses offered at both the degree 
and post-graduate levels would therefore 
appear as disjunct circles if represented in a 
Venn diagram. In the absence of courses on 
social history of the region and social thought 


in India, all that we are left with are half- 
hciuted pleas for indigenising theory. It is 
not very shocking then that in the midst of 
the Violence that followed the ‘Naamantar 
issue' of the Dr Babasaheb Ambedkar 
Maralhwada University, many students 
shrugged their shoulders and flippantly com¬ 
mented ihul much more noise has been 
made about a name and ‘a rose by any 
name .. etc’. .Such comments pose the chal¬ 
lenge of 'Scxiology for what and whom’? 

One such challenge to the social sciences 
comes tram Women’s Studies. Women’s 
Studies initiates a critical dialogue, a dia¬ 
logue arising out of the realisation that one 
IS at once immersed in and alienated from 
one’s discipline. As Marcia Westkott com¬ 
ments, ‘The persona] struggle of being both 
an insider and outsider is not only a source 
of knowledge and insight but also a sense of 
self-criticism” (Westkott 1988]. Feminist 
debates in sociology have been mainly di¬ 
rected at issues of content and method. In 
calling attention to women’s invisibility 
and rejection of the notion of women’s 
natural inferiority, the assumption that seif 
and society are mutually reflective and sup¬ 
portive was questioned. From these criti¬ 
cisms of content were derived feminist crit¬ 
icisms of sociological methods, feminist 
methodologies in sociology addressed them¬ 
selves to consciixisness-raising through re¬ 
search, challenging the dichotomy of sub¬ 
ject and object of research and the complex 
questions of power in writing and reseiuich 
[Reinhun, Wnght, Bombyle r983]. Indian 
feminists have been struggling against the 
parasitism of academic agenda to the first 
world I IJbcroi 1993]. Use of such methodol¬ 
ogies m the Indian context requires shift 
from ‘woman’s standpoint' to a standpoint 
that bears in mind the complex collusions 
and contestations between castes, class, gen¬ 
der and communities. 

The UGC responded to these challenges 
by granting 22 Women’s Studies Centres to 
different unive>sities. In the usual style, 
evaluauon committees were set up and the 
centres graded, the meuopolilanism being 
apparent in this grading. Located in one 
such Women’s Studies Centre which is a 
part of the Department of Sociology, I would 
like to highlight the critical impulses and 
self-reflcxivity that the ‘gender challenge’ 
'could offer to sociology in India. However, 
universities have answered the challenge by 
lormulating ‘optional’ courses on ‘Women 
and Society’ (only offered in Pune Univer¬ 
sity and Goa in the western region) and 
letting the ‘mainstream’, ‘foundational’ 
courses go unchallenged. Though a few 
siKiologists viewed this challenge as having 
critical and emancipatory potential, by and 
large this challenge got translated into ‘pub- 
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Ilfhing gender* (»encs of books on 'Women 
and ’ came up, lacking in cntical reflcc 
(ions) or into a strong opposition and defen 
sivc stance (‘do you mean to say partici,)<i 
tory research was not undertaken by .inv 
sociologist'^’.elc) The All India Sixlolog 
ical Conference’ 1991 h id a panel on Cien 
derand Society’ Barring a lew papers most 
focused on ‘Status ol Women or rcitciat 
ed the existence of patriarchy (Abstracts, 
Panel IV), theieby ignoring both the ihco 
retical and methodological challenges 
posed to sociology In fact in her theme 
paper, aujata Patel points out the impor 
tance of gender sensitivity in the studies 
on caste and kinship and comments (hat 
sociology in India has not inlcgrated these 
critical issues in its discourse iii a cogni 
tive manner (Patel 1991) 

"If this IS Tuesd.\y, it must be Sixial 
Roles’' (Baker and Rau 1990) This state 
ment aptly describes the state ot pedagogy 
in sociology Rethinking ol those practices 
IS oae of the major challenges posed by 
feminist pedagogies I eminist pedagogics 
legitimise personal experience iccoiinisc 
that both teachers and students bring texts 
of their own to the classroom ind that 
‘common vocabularies are not given 
and need to be developed This is not an 
easy expenence as this pushes us Irom 
positions of authority into vulnerability 
but It IS healing as it intiingc s emotional 
tty into intellectuality Sell rcllexivity and 
cntical impulses caiimn seep down liom 
above, they have to be rooted in c onsc lous 
praxis in the classroom 

(My sincere thanks to O N Uh in ig iti lor 
sharing with me the findings ol ihc Stilus 
Report of the western icgion on Sociology 
Teeing and Research in IJnivcisitics l')911 
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llir philosophy ot scculansm is organical 
ly linked with the discourse of modcmisation 
So It IS quite natuul that the ‘modern elites 
ol post-colonial India preached secular 
ism in Chen respective domains as a 
civilising mission On the other hand the 
Indian state embarked on a pnxess ot na 
tion building that did not lake into account 
the mentalities and aspirations ot the mass 
cs This elite mass cleavage has been sue 
ccsstully appropriated by the proponents ot 
Hindu nationalism in recent years to get a 
looihold in Indian politics The present cri 
SIS ot the Indian stale calls in question Ihc 
vague and pragmatic notion of secularism 
which It used as a hegemonic concept in the 
management of the polity Rethinking the 
concept ol secularism on the part of the 
Indian intellectuals is an attempt to grapple 
with the present crisis in the theoretical 
domain Very recently, one scholar has giv¬ 
en the call to integrate the ‘question ot faith’ 
in the discourse ot scculansm so that it can 
capiute the minds of the people ' 

In his discourse on scculansm (FPW 
Match IkAndre Beteille has made a disiinc 
lion between normative and empirical ques 
lions And he has defended secularism Irom 
1 normative standpoint The Indian univer¬ 
sity has also been cmpincally defended in 
his discourse as a secular institution But the 
problem with this secular institution is that 
It does not have any dialogue with Islamic 
educational institutions Muslim youth edu¬ 
cated in the reputed Indian madrmas oiten 
go lo west Asian Islamic universities to 
obtain an MA in Islamics But they are not 
generally regarded as ‘degree holders’ in 
India 1 hese ‘MAs’ cannot get registration 
as PhD candidates except at the Aligarh 
Muslim Umversitv ’ According to Beteille, 
the presence of the Aligarh Muslim Um 
veisity and the Benares Hindu University 
might appear somewhat anomalous in con 
temporary India’’ But it should be kept in 
mind in this context that without the pres- 
enc c of the Aligarh Muslim University many 
Muslim youth in India would have been 
deprived ot the present privilege ot higher 
studies in Islamics One can question the 
relevance of studying Ivlamics in contem¬ 
porary India from a ‘secular’ standpoint 
What subject will get pnonty in the field of 
higher education is a question of stale pa- 


Uberoi P(I991) Reciproaty in Social Science 
Gender Issues' Mian Journal of Social Sa 
erne Vol 6 Nol luly September pp241-59 
Westkott M(I988) Women's Studies as a Stnu 
egv for Change Between Cnttcism and Vi 
Sion in G Bowles and R Klein (eds) Theonei 
of Women i Studies Rouiledge and Kegan 
Paul Boston 


ironage My point is that the opinions of 
Muslim intellectuals should be ^en into 
consideration in the education policy of the 
state in order to ensure a secular manage¬ 
ment «)f our polity 

In his normative defence of seculansm, 
Beicillc as a sociologist, argues that “there 
exists aclosc affinity between scculansm as 
a general oticiitation to the world and soci¬ 
ology as an intellectual discipline” In this 
context, he laments that “our two leading 
sixiologisLs have recently expressed them 
sciv cs cither negatively or in sceptical terms 
about seculansm But it is quite logical if 
one doubts the effit aoy of a western catego¬ 
ry ot knowledge in explaining the dynamics 
of Indian society I would like to mention 
here that the word seculansm’ has been 
translated in Urdu, the lingua frarua ot 
Indian Muslims, in a derogatory sense as 
irrehgion * It is quite impossible to integrate 
(he question ot Muslim faith in the concept 
of scculansm 

1 he nsr of the BJP and other aggressive 
anti Muslim forces in Indian politics poses 
a direct threat to the survival of Indian 
Muslims But ihe ‘secular’ rule of the Con¬ 
gress Party did not ensure secunty to the 
Muslims in their everyday life The follow¬ 
ing episode gives an idea of the nature of 
suspicion that gnpped the minds of the 
Muslims about the intentions ot the Con¬ 
gress Party in the mid-70s The number of 
pilgtims at the urt festival m the holy city of 
Ajmercame down from 3,00,000to 1,00,000 
during J 975-76 One reason for such low 
attendance in 1976 was “a general fear 
among Muslims in India that they were 
subject to victimisation in the sterilisation 
campaign during the political emergency” * 
Such deep-rooted suspicion in the popular 
Muslim mind about ‘secular’ state politics 
in India should be kept in mind before 
olfenng a normative defence of the philos¬ 
ophy ol secularism 
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We help Nature keep her true colours. 


As reputed nwnulacturers of vital 
chemical procluas, we’ve been in the 
forefront of promoting .safety and 
environment protection. 

Our commitment to preserve the 
environment, improve safet\’ and 
enhance the health and welfare of our 
employees and the surrounding 
community manifests itself in even- 
facet of our operations - right from 
our choice of technology to process 
seleaion and engineering de.sign. 

Effluent treatment plants at both 
our factories render liquid wastes 
harmlc.ss. Sophisticated pollution 
abatement equipment keep emissions 
within tolerance limits. 

Our R&'D wing de\’elops products 
that are en\-ironment friendly. 


.searches for \va\'.s to recx'cle wa.ste and 
constantly evaluate.s the effectiveness 
of our own pollution prevention and 
control eftbrts 

We've designed education 
programmes to inform, train and 
encourage our employees to acti\’ely 
panicipate in achieving .safety and 
environmental protection goals, saleiv’ 
in.spections and .safetv' ainlit.s to a.s.sure 
continuous control; and. onsite and 
offsite disa.ster control plans to aid 
effective response to a wide range of 
emergencies. 

It's all part of our integrated effort 
to keep our operations .sate aiul 
harmless. 

And to ensure that we help 
Nature keep her true colours. 
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Three generations of small savers. 
There’s one thing they all trust-Units. 


I vcti people Kcntratioiis ipiit think rhe 
simt w >y when it eonits to Units IVe uisc 
Units help mike their Jre ims eoiiu tnie 
Whether it’s a yoiin>' nun saving tor i 
house* ot his own Or an older man liHikinK 
forward to i eomtortable retirement Or i 
little girl elreaming ot he*eorning a doetor 
some elay 

Unit 1 rust h.is sehemes to meet every 
neeel Whether t-he need is tor high growth 
e>r liquidity Wliether it’s tax henetits or giKid 
returns eoupled with insuranee cover 
People know that with Unit Tnist, 
they can get what they want That is why 


the luimher ot L’nit holders is going up 
so speetaeiilarly To over 33 million tixlay 
Most of these people are small sivers 
They eome from every part of the eountry 
They eeime from every walk of life They 
have different needs, different dreams 

But they share the same abiding eonfidenec 
in Unit Trust I iving up to this confidenee is 

wh.it ki ens ii<> iniino Arnt (miu/inii 
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CHALLENGES TO PUBLIC HEALTH 
SYSTEMS 
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TVade Liberalisation and Indian Agriculture 

The process of macro economic stabilisation combined with fiscal 
adjustment and structural reform will have a significani impact on Indian 
agriculture j^riicularly insofar as u moves domestu. prn cs of inputs and 
outputs ctoKi to world prices At the same time, the conclusion of the 
Uruguay.Round of multilateral trade negotiations will inevitably change the 
relative prices for agncultural commodities in the world 
'yraonMiy Taken together, these developments have senous implications fur 
IndjiL not just in the agncultural sector but in (he economy as a whole 
Dpspitc the importance of the issue, it has icccivcd liUle attention trom 
scholars and policy makers 1187 

Double Burden 

Health systems in developing countries have come under increasing strain 
in recent years While much ot Ihcir old burden ol ill health resulting trom 
communicable diseases and under nutntion still remains, 'development' has 
generated new health problems related to increasing environmental 
degradation ageing ol the population and dietary excesses and errors 
associated with lelative affluence 1204 


Not Pro-Women 

Ihe Allahabad High Court ludgmcnt 
on talaq has cic ited the enuncous 
im|>rcssion that it s ileguards ihc lights 
of Muslim women In fact the 
judgment wcAcns thur position by 
validating the discriminatory aspects 
of tbi Land Ceiling Acl 1169 


Political Issue 

Ihe real issue in the privatisation ut 
IISCO IS not economic or technical 
but political and so has to be taced 
politically as pan of our struggle for 
economic independence against ihc 
neo colonial assault m ihe new 
unipolar world 1171 


Missing 

The government ol India as also the 
state governments have launched 
piogrammcs for designing improved 
models of cooking stoves but why has 
the acceptance levels of the new 
stoves been so low and the impact 
almost negligible^ Is it because the 
critical element— the woman has 
been missing in them / 1176 


Polarisation 

Behind th&reaciivation of the 
agricultural workers struggle for 
hcttci wages in Bihar is a deepening 
of the socio political polarisation 
which IS taking place in the state s 
remote rural hinterland s _ 1174 

Secularism and 
Common Man 

Secularism may be discussed and 
argued about by an intellectual 
minority but the risks and anxieties 
which confusions about secularism 
generate profoundly atfect the 
common man 1224 


Police Rule 

The growing number ot cases of 
human rights violation by the police 
being biought to the courts and 
reported in the press prompted the 
National Human Rights Commission 
to visit Punjab and Chandigaih last 
month but given Ihc advisory natuic 
ot the commission and the unhelpiul 
ittitude «i the state and central 
administrations it may not 
be able to futtil the expectations 
raised by it 1172 


Whole Picture 

li IS not until income distribuiional 
considerations are brought into Ihe 
picture that the social profitability of 
an inirasiructuial public investment 
project can be fully assessed 1210 


Social Indicators 

India IS one ol the few developing 
Louniiies which have a fairly 
extensive statistical base on 
diflerent social and economic 
indicaiois of development 
Nevcithclcss the task of presenting a 
consistent picture of the evolving 
SOCIO economic condition of the 
Indian population is not an easy one 
Special statistics on the social 
indicators of desclopment _ 1227 

Enemies Inside 

It IS wishful thinking to imagine that 
the goal of Luliurai and political 
autonomy in Indian society can be 
achieved simply by taking a collective 
decision not to be trapped or lured by 
western sensibilities and striving for a 
reconstmction of indigenous or 
authentic' belief systems and 
values llEl 









LETTERS TO I :OITOR 


’Eradicating Kaia Azar 
land Malaria 

lON March I6 <uk 1 17 dbimi 50 people from 
Svarious local gioups like iln- Pradhan Sarigh 
'(headmen's oigunisaiioiii ot Maheshpur, 
voluntary organisations like Navjecvan Seva 
Mandal, nurses irorn ihi- Sohorghati and 
Mariam Fahardispensai ic s .nul doelors from 
Jaljhari and St l.uke's hoopital, Hiranpur, 
gathered at Kodnia to i|im uss the health 
situation in the district 
In 1986 Bono block alone had more eases 
of kala a/ar than any (Iimiki in Bihar. In 
fact this block had more kaia a/ai cases 
than any other state m India The govern¬ 
ment surgeon had rcinsed to give them 
ODT to spray in the aie.i saying that he 
would send his own stal I lodo the spraying. 
Fhey never came. Hopna Murmu of Sona 
$antal Samaj spoke about Ins group’s effort 
o control kala a/ar and iiialaiia in four 
■lanchayatsof Boriobloi k bv spiaymgDDT. 
fhey attended the meetings in the ailla 
larishad office, where the nisiricl Dcvelop- 
nent Commission had agiecd to provide 
hem the sprayer, pesticide iiid money Ibr 
bis work. But later this ptomisc too was 
•roken. Still, as they weic given prior 
otice, organisation members voluntarily 
ccompanied the government workers and 
upervised the spraying for two consccu- 
ve years. But this year the government did 
ot inform them in advance and work has 
een incompletely done in the villages that 
ftve been visited so far. Now the govern- 
lent is asking for bone marrow test, in 
lace of the aldehyde test ihal has been used 
I diagnose kala aaar fot the last eight years, 
'sople are frightened and arc not taking the 
avemment medicines. May be it is being 
ackmarketed instead. Others pointed out 
at the bone mat row test was not being 
me in most blocks 

The next day a menn'Kinduni was pre- 
'ired summing up the discussion of the 
ith and presented to the civil surgeon who 
as accompanied by the district Kala Azar 
<')ntrol Officer ami Jaw.ih.ir Singh from 
ientral government sponsoicd oi g<misation 
.tponsible for kala aziu control in Bihar, 
le memorandum piovoked a heated 
bate. The governmcni ollicials protest- 
.’that they were forceil to work according 
. guidelines that came liom above. Tlie 
i}al people present cxpic>sed their shock 
those posted in S.ihcbg.mj could still 
speak either Malto t'r S.i'iiah (.speakers 
i liese two languages compuse as much as 
j per cent of the popul.iiioii in the worst 
|sctcd bkxrk of Litiparal I’hc voluntary f 
. anisation staff were iiustruted that the 
setnment co-operation was so poor that 
[ mol of malaria and kala u/ar had become 
.)ossible and as a lesult people were 
without treatment. 

['inally a three-point Av iion Programme 
agreed upon; (I) A diagnostic camp 


would be held in L.itipara. Bon» marrow 
testing would be done and the result sup¬ 
plied the same day. Medicine would also be 
distributed by evening. If up to 25 per cent 
ot the patients tefused the test, they would 
be clinically examined by a doctor, an alde¬ 
hyde tc.sl would he done and treatment 
started on (his basis Such diagnostic camps 
could be held anywhere in (he district at 
24 hours notice. (2) The civil surgeon agreed 
to provide the I3DT spraying .schedule. 
Copies ot this could he supplied to (he 
organisations so that they could inform the 
villages and educate people about the need 
for .spraying and how it should he done. If 
any village was not covered at the end of the 
first round ol spraying, steps would be 
taken to punish those responsible lor the 
lapses. (3) The three-year policy on kala 
azar would be reviewed this year and (he 
following issues would be raised at that 
time: opposition to the bone marrow test; 
need to appoint local people for spraying 
work: and need to supply one sprayer to 
each village. 

Prabir ('iiatti-.rjee 

Kodma, Bihar 

Gopalsamy’s Politics 

KGEETHA RANl's letter on VGopalsamy 
(March 26) reads like a public relations 
handout. And like any public relations hand¬ 
out, it too IS premised on a number of 
fal.se hoixis. 

Her claim that Gopalsamy is “above all 
caste biases” smacks of ignorance at best. 
Among other things, Gopalsamy’s annual 
pilgrimage to Pansumpon, year after year, 
to pay homage to late Muthuramalinga 
Thevar (well known for open hostility to 


dalits and support to militant Hindu chau¬ 
vinism) tells Its own story. Mis pilgrim¬ 
ages have no doubt earned him the support 
of the Thevars. Whether Gopalsamy is above 
all caste biases can be decided only by those 
dahts who still cherish the memory of 
Immanuel who was slaughtered in broad 
daylight by Muthuramalinga Thevar's 
henchmen for mobilising the dalits. 

Gcetha Rani's characterisation of 
S Thangavclu's current position in Tamil 
Nadu politics reminds one ot patron-chcni 
relationships. Of course, Gopalsamy can 
play the patron; he is after all one of the 
inheritors of Kalingapatti /amin. But to 
reduce Thangavelu to a client is hardly a 
sign of democratic politics In any ca.sc, n is 
a myth to claim that Thangavelu is emerg¬ 
ing as a leader of the dalits in the state. Ills 
only contribution to the militant dalil poli¬ 
tics which is slowly emerging in Tamil 
Nadu is to keep away from it. The simple 
fact is that Gopalsamy needs a da lit to 
whitewash his upper caste politics and has 
co-opted Thangavelu. 

Now to the Kurinchankulani iiicidciu in 
which dalits were brutally killed by naidus. 
There is nothing to claim that Gopalsamy 
intervened to defuse the tension, while it is 
an open fact that his brother Ravichaiulraii 
represented the naidus in the peace negoti¬ 
ations organised by the distnet culicclur. 

There can be a hundred and one reasons to 
be disenchanted with Kaiunanidhi and his 
politics, but there is none to be enchanted 
with Gopalsamy and his politics. What can 
one expect from Gopalsamy who compares 
M G Ramachandran with Ajanta paintings 
and continues to discover gentlemanly traits 
in Advani? 

■S Mi'imu 
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Place for a Quick Killing 


T he reluctance is of an extraordinary genre Try to extract 
from official sources some hard data on direct foreign 
investment that has actually taken place in the more recent 
^jcars The government will hum and haw, and keep referring 
to the data on projects approved by the Foreign Investment 
Board A cryptic reply to a parliamentary question has 
elicited at least some niggardly information between 1991 
and March 1994, actual direct foreign investment aggregated 
around Rs 3,400 crore or just above $ I billion On the 
assumption that, after a slow build-up, the tempo of such 
capital inflow really picked up in 1993-94, perhaps as much 
as two-thirds of the estimated investment between 1991 and 
March 1994 took place in 1993-94 In other words, direct 
foreign investment in the fiscal year that has just ended was 
around Rs 2,250 crore, which works out to only one-thiid of 
1 per cent of national income 

^ Overall capital formation in the economy has. on the other 
hand, declined by something like 3 to4 per cent since the late 
1980s This has happened because of the erosion of domestic 
savings, and such erosion is causally linked to the principal 
tenets of the government’s New Economic Policy in capital 
letters The 8 or 10 or 15 per cent of the community who had 
the capability to save additionally have been oflered multiple 
allurements to go all out for luxury consumption The 
domestic rate of savings has dropped because it has been the 
cardinal objective of official measures to ensure its decline 
The votanes of consumption-led growth know their mind 
They have dropped the poor and the needy from their agenda 
If, through some means, a double-digit rate of growth could 
TO sustained year after year in the demand for luxury durables 
and non-durables, India, they are convinced, would be able 
to carve out her place among die world’s economic high¬ 
fliers The rest of the momentum, one needs hardly add, is 
expected to come from spiralling expoits 
This particular hypothesis of growth therefore rubs out 
domestic savings making any substantial additional contnbu- 
hon to capital formation, it simply is not possible for the upper 
classes to contnbute to both consumption and capital forma¬ 
tion at the same time The demarcation of responsibility the 
hypothesis envisages is therefore obvious whatever extra 
capital formation would be called for over the years to propel 
jand sustain the economy on a high growth path has to come 
from external sources That is to say, the supply side of the 
growth function is going to be the responsibility of foreigners 


Direct foreign investment at the current rate—the equiva¬ 
lent of only one-third of one per cent of national income-- 
cannot clearly meet the bill The magnitude of non-portfolio 
capital inflow must soar and soar, reaching the peak of 
perh^s S per cent of national income in the course of the next 
lew years, and must stay put at that level, if not over an infimte 
time hon/on, at least for a couple of decades 

Either this is a pipe dream, or it is not In case it is a pipe- 
dieam, the hypothesis on the basis of which our policy¬ 
makers have proceeded in recent years would go bust*Were 
that to happen, the cp(x.h of liberalisation and globalisation 
would come to an abrupt end For our policy-fratrors, 
therefore, it is a matter of life and death that the flow of 
direct foreign investment is lifted from the present paltry 
level of around Rs 2,000 crore per annum to the region of 
Rs 30,000 to Rs 40,000 crore Wishes unfortunately are not 
horses, nor do gushing figures of approval of foreign 
investment proposals fructify automatically into actual 
capital inflows ot any sizeable magnitude The prayer to 
foreign deities such as Standard and Poor to upgrade our 
credit rating, and pronto, may sound plaintive as well as 
desperate But there are solid objective reasons for mount¬ 
ing such a prayer 

Messrs Yeltsin and company had nurtured hopes about 
foreign capital inflows to the several republics in which the 
erstwhile Soviet Union has disintegrated They are now 
wiser Only fly-by-night operators prefer to invest in ter- 
ri tones that have been rendered the happy hunting ground of 
goons, blackmarketeers and pimps, and the exits of such 
operators are as fleet footed as their entries The Indian 
prospects are unlikely to be any better The government in 
New Delhi may continue to ignore stubbornly the report of 
the Joint Parliamentary Committee on the Scam, but since 
information too is now globalised, the gnosis has duly 
reached foreign shores choose India if you want to make a 
quick killing, the appurtenances for which will be made 
available to you in plenty, shun India if you prefer a stable 
environment lor your capital 

However morose the story, there is a non-flip side to it 
Imagine the chaos in monetary management that would have 
ensued had Rs 40,000 crore of foreign money started flowing 
into the country each year, the measly flow of direct foreign 
investment has saved us from that particular predicament 
Should this sound like sour grapes, so be it 
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POLITICS 

Strategy-Planning Season 

rr may not be an entiri ly inelcvanl exercise 
to try to divine thi tlunsis and directions of 
the flurry that rniiks the Indian political 
stage at the inon.en' In the strategy plan 
ning season that is in svith the rounds ol 
state assembly cirt n n due within the next 

12 months and the I ik S jhh i polls less than 
two years away politual p<irtics have all 
stepped up their iiconnoiienng activities 
This involves not only o'obing the areas ol 
inter-party relationo hut also intra party 
even inter person i qii it.ons both inside and 
outside the rcspictivt parties The 
disorganised and diMiilegrating situation in 
which the m<uii cemcist lormation that is 
the Janati Dal tinds itscll lixlay has no 
doubt opened up a wide range ol possibili 
ties for ambitious and wily operators I eav 
ing aside the second<uy question ol inter 
person liaisons there ut three major areas 
of exploratKNi engaging tht attention ol the 
strategy planmis at the tiioment I irst the 
position ol the BJP and the position ot the 
other formations and forces m u vis the 
BJP, second, the state ot the Janata Dal and 
(he inclinations ot its individual ranking 
leaders, and, thud the consolidation and 
articulations of the hackwntd dalit combi¬ 
nation in different states and regions 1 hese 
three factors will largely detine the para¬ 
meters ot operations of the fragments ot the 
Janta Dal associated with stalwarts like Devi 
Lai and Chandrashckliar which will in (urn 
aftect the final configuration in one way or 
another A crystallisation of these processes 
will in uim determine the orientation ot the 
regional parties like the 1 DP, Akalis, AGP 
and even AIADMK/DMK and also their 
linkages with the national tormations, and 
thereby influence the overall outcome of the 
people’s verdict 

The results ot the by-eleclions tor the 
seven Lok Sabha and 17 .tssemhiy seats in 

13 states due at the end of May will no doubt 
reveal the lie of the land and will more 
purposively rconeniaic the moses and the 
counter-moves in the next phase 

The final outcome ol this preliminary 
phase, that is, the eventual line up for the 
1996 Lok Sabha polls will however be 
fashioned by (wo has LI ai tors first to what 
extent the BIP and lt^ chansmatic leaders 
are able to derive benefits from the 
‘synchronisation ot opptisition' that is ob¬ 
jectively taking piKi its a vir the ruling 
Congress party and seiond to what extent 
fie present hberalis ukim ind siiuctural te 
fann polities ot the unum government will 
advervelv attcel the b o id masses via rising 
inflation ,uid Killi'piug unemployment 

At the moment however left and pro¬ 
gressive torces ,ire noi I'lsplaying adequate 
awar^esvot thesto uh gam in respectability 
by the BJP that is icsuliing from the party’s 


cleVer exploitation of the clumsy moves of 
the ruling party in the matter of the Indo-lIS 
palavars and the anti-national edge of its 
cuirent economic policies The BJP is per¬ 
haps drawing some indirect benefits also 
from the moves by the Left and progressive 
torces who are engaged more in abstract 
denunciations ot the GATT agreement than 
in targeting the material impact of these 
policies ot the government on the life and 
living of the people 

for adequately intervening in the above 
two priKCsses as also for its intrinsic value, 
ihe Left and progressive forces have also to 
intensity their work for advancing the course 
ol stimulating and articulating the urges of 
the backwaid dalit combination, onented 
towards a real restructuring oi society at the 
grass rixits level 

EMPLOYMPNI 

Pipe-Dreams and Reality 

AMONG the more venous misgivings about 
the government s economic reform 
programme is the one relating to its adverse 
effect on employment After the initial bra¬ 
vado about bnnging the economy back to a 
path of rapid and sustained growth of out¬ 
put and hence of employment, government 
spokespersons have been sounding notably 
defensive Presenting the 1993-94 budget 
the finance minister could only claim that 
“professional prophets of gloom who were 
predicting millions of people becoming un¬ 
employed” had been disproved Consider¬ 
ing that the tears ol worsening of unemploy¬ 
ment as a result of stabilisation and struc¬ 
tural adjustment policies are based on the 
actual experience of many countries, they 
call for a more honest and senous response 
Yet in his latest budget speech, the finance 
mmister chose to quote the decline of 1 4 per 
cent in the number of persons on the live 
registers ot employment exchanges between 
1992 and November 1993 as evidence ot 
reduction of unemployment, when official 
agencies concerned with the compilation of 
employment exchange statistics themselves 
have repeatedly emphasised their 
undependability for passing any judgment 
on the employment situation 

Now we have two otficiid pronounce¬ 
ments which acknowledge the mnousness 
of the unemployment situation in the coun¬ 
try First, an official of the Plaruung Com¬ 
mission has estimated that the economic 
reforms will lead to the loss of 1 million jobs 
in the industnal sector over the next two to 
five years Seventy per cent of the job losses 
will be in the eastern region compnsing 
West Bengal, eastern UP, Bihar and Onssa, 
about 50 per cent will be in pnvate sector 
firms while some 4 to 4 5 lakh will be in the 
public sev tor The other official revelation 
was by labour minister P A Sangma tn the 
Rajya Sabha Admitting that the government 


had not been able to make a dent in the 
growing unemployment because of the low 
GDP growth in the Eighth Plan so far, 
Sangma said that at the end ol the Plan there 
will be as many as 34 million unemployed 
compared to 23 million at the Plan’s begin 
ning Imphedly total employment genera¬ 
tion dunng the five year penod would be 24 
million or an annual average of 4 8 million 
or 1 6 per cent in contrast to the Plan target 
of 8 to 9 million or 2 6 to 2 8 per cent 

Further, the basts ot the Eighth Plan esti¬ 
mates of employment and unemployment is 
a comprehensive study undcrt^cii by the 
Planning Commission in May 1990 which 
had estimated the backlog of unemploy¬ 
ment (those unemployed on the ‘weekly 
status basis and those severely under¬ 
employed) at 28 million as on April 1,1990 
The study had projected the rate ot increase 
in the labour force at 2 2 percent per annum, 
that IS an addition ot 37 million dunng the 
aborted Eighth Plan penod from 1990 91 to 
1994-95 fhe present Eighth Plan which is 
to run trom 1992-93 to 1996 97, assumes 
labour force growth at about 2 per ednt or an 
addition of 35 million in the live year 
penod The population census ol 1991 has, 
however, confirmed that the total labour 
force (main and marginal workers together) 
grew at 2 4 per cent per annum dunng the 
1980s The growth is unlikely to be lower in 
the 1990s 'The Eighth Plan figure of an 
addition of only 35 million to the labour 
force IS thus an undcr-cstimatc fhc figure 
should be at least 41 million 

Similarly, the backlog ol unemployment 
at the beginning of the tighih Plan esli 
mated at 23 million too requites a second 
look for a variety of reasons fn the first 
place, the interregnum ot two years bet ween 
the Seventh and Eighth Plans saw severely 
depressed economic conditions in the loun 
try 'The Economic Surve\ 1993 94 has 
brought out that in 1991 92 employment 
growth had been only about 3 million Even 
if It IS assumed that employment growth in 
1990-91 had been 6 million as it was a good 
agricultural year, the backlog of unemploy¬ 
ment at the start ot the Eighth Plan should be 
at least 28 million 

The backlog of 28 million and the addi¬ 
tion to the labour force of 41 million suggest 
that the employment requirement in the 
Eighth Plan would be as much as 69 million 
or nearly 70 million Taking the labour 
minister’s realistic assessment that only 
some 24 million jobs will be generated in the 
five-year period, the backlog of unemploy 
ment at the end of the Eiglj|h Plan will be not 
less than 42 million compaied to 15 to 18 
million as envisaged by the Eighth Plan or 
even 34 million as projected by the lalx^ur 
ministry 

There is enough conoboralive evidence 
pointing to depressing employment pros 
pects in the country First, diere was a steady 
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decline in die rate of ^wth of employment 
from 2.82 per cent in 1 9(12-73 to 1977-78 to 
2.22 per cent in 1977-78 to 1983 and to 1.55 
k per cent in 1983 to 1987-88. This happened 
despite the acceleration in the growth of the 
economy to S.6 per cent and in industrial 
growth to about 8.5 per cent in the latter half 
of the 1980s. While agriculture and the 
organised sector experienced the sharpest 
deceleration of growth of employment, the 
rural non-farm sector, particularly rural 
manufacturing, and the unorganised sector 
m the urban areas showed over 4 per cent 
annual employment growth. A rough exer¬ 
cise based on alternative assumptions re¬ 
garding (a) growth of employment in the 
organised and unorganised sectors and in 
the rural and urban areas, (b) employment 
plasticity of sectoral GDP growth, and 
‘"v) actual sectoral growth of GDP, yields 
figures of employment growth in the first 
three years of the Eighth Plan (1992-93 to 
1994-95) of not more than 15 million, com¬ 
pared to the target of 24 to 27 million. 

Secondly, even taking employment ex¬ 
change statisucs, trends in fresh registra¬ 
tions and number of vacancies notified, 
which are more reliable indicators than the 
number of persons on the live registers, 
show a nse in registrations in Apnl-Dccem- 
ber 1993 of 10.7 per cent and a decline of 6 
per cent in vacancies notified. This is not 
siffprising because government establish- 
. ments and public .sector undertakings have 
' not only not been recruiting fresh workers 
but have been shedding a part oi their exist¬ 
ing workforces. For instance, the estimated 
strength of all central government establish¬ 
ments (excluding non-civil defence) was 
41,39,256 as at the end of March 1992 and 
came down by 4.6 per cent by March this 
year. Similarly, according to the Bureau of 
Public Enterprises, total employment in the 
reporting central PSEs was at a peak at 22.36 
lakh in March 1990 and it came down to 
21.37 lakh by March 1993. True, according 
to an answer to a parliamentary question, 
there was some improvement in employ- 
Wment in the organised public and private 
^ sectors—from 187.72 lakh in March 1990 to 
192.10 lakh in March 1992 in the public 
sector and from 75.82 lakh to 78.46 lakh in 
the private sector. Another answer in parlia¬ 
ment indicates that small-scale industries 
generated employment growth of 7 percent 
in two years, from 125.20 lakh in March 
1991 to 134.07 lakh in March 1993. How¬ 
ever, all these put together do not add up to 
prospective employment growth of mute ^an 
1.6 to 1.7 per cent (5.5 to 6 million) per annum 
compared to the Bghth Plan target of 2.8 to 
2.9 per cent (8 to 9 million) per annum. 

Finally, recognising the declining overall 
t employment-elasticity, the Eighth Plan has 
rightly emphasised the scope for raising 
employment in the agriculturally underde¬ 
veloped regions, in agro-based and allied 


activities, in rural manufacturing and other 
non-farm activities in the rural areas and in 
small-scale and decentralised manufactur¬ 
ing in urban areas. However, the structural 
adjustment policies seek to shift the relative 
balance decisively in favour of the organised 
sector which has rccognisedly a lower em¬ 
ployment potential. At the same time, the 
share of public expenditures earmarked fur 
agriculture and the unorganised sector as 
also fur economic and social infrastructure 
has come down and so the prospects of 
acceleration of the rate of employment 
growth in these sectors arc dim. The spread 
oi industrial sickness is likely to increase 
open unemployment in the medium term. 
The spread effects of expansion of the 
oiganised sector on the unorganised sector 
will depend on whether overall industrial 
growth can be pushed up to about 8 to 10 per 
cent—which does not appear to be on the 
cards, at any rate in the Eighth Plan period. 

COMMUNAL RIOTS 

FarceofPunishingtheGuilty 

IF the BJP is guilty of destroying the Babn 
masjid and unleashing communal riots that 
killed thousands of Muslims, the Congress(I) 
is equally culpable fur the nefarious plan to 
kill 3,000 Sikhs in Delhi and elsewhere in 
Oclober-Novcmbcr 1984. Like the BJP, the 
guilty Congressmen also have managed to 
escape scot-free due to a deliberate policy of 
procrastination and masterly inactivity 
during the last 10 years 

In an effort to curry favour with the Sikhs, 
the BJP government of Delhi has decided to 
reopen the cases against the Congress lead¬ 
ers accused of the killing. Senior leaders 
like H K L Bhagat and Sajjan Kumar as well 
as .some top police officials were named in 
21 cases which were recommended for re¬ 
gistration by the government-appointed Jain- 
Aggarwal Committee several years ago. 
The Congress government at the centre 
dragged its feet on the recommendabons, 
and Its police quite often acted in a desultory 
manner, like some time ago when it went to 
arrest Sajjan Kumar, but meekly retreated 
in the face of protests from a crowd of 
Congress supporters. 

Alter coming to power, the BJP appointed 
yet another committee, whtch again recom¬ 
mended immediate action on the cases ear¬ 
lier mentioned by the Jain-Aggarwal Com¬ 
mittee. Following this, the BJP chief minis¬ 
ter, Madan Lai Khuraiia, requested the Lt 
Governor, P K Dave, to act upon the recom¬ 
mendations. On April 22 Dave directed the 
home secretary to ensure that the 21 cases 
were acted upon. 

A curious drama then followed. TTie home 
secretary disappeared from the scene—sup¬ 
posedly on leave—as a result of which the 
orders never reached the police. Soon after 


that, Dave himself was reported to have 
withdrawn his earlier directive to the home 
secretary. Chief minister Khurana accused 
Dave of stalling his own orders under pres- 
.sure from the central government. 

Finally, on May 6, the Delhi police re¬ 
ceived official orders for registration and 
investigation of the cases recommended by 
the Jain-Aggarwal Committee. But while 
Khuiana asserted that the police would 
register eight cases and conduct invesugadons 
into 11 others, the Delhi police till now has 
acted on five cases only. Police officials claim 
that they arc not aware of any other cases. 

The entire drama has all the appearmige. 
of a well-orchcstratcd farce. While the BJP 
chief minister is spewing fire against the 
guilty Congressmen, and pleading helpless¬ 
ness III punishing them because of the tardi¬ 
ness o) the Congrcs.s rukrs at tkc centre, his 
colleagues in the party arid the ‘.Sangh 
panvai' to Hup .wrnc Cimgress 

nilera'^ adofUing the sarhc poli' ■ >'f i.irdi- 
ne.ss towards tile Hsuc of piii»i.s!i iI limlu 
communalIcai'CIS..'idihi; kai who 

demolished the H.ibn n,.isiid.’ln sjiitc of a 
legal ban on the VIII’, ihc fanatic ‘sadhus’ 
and ‘sants’ of that ()rg<tnisation are allowed 
to operate openly and spread communal 
venom. The Congress rulers have been 
Ithcral enough to be equally forgiving to¬ 
wards the killers of Sikhs and the Muslims. 
Die BJP should not have any grouse. 

It the accused Congress leaders of the 
1984 massacre are at all punished—a re¬ 
mote possibility—they may be prosecuted 
because of internal squabbles within the 
Delhi Pradesh Congres.s Committee. Bitter 
factional quarrels have erupted between 
Sajjan Kumar and H K L Bhagat, the two 
prime accused in the 1984cases. Whoamong 
the guilty of 1984 will be punished may 
finally depend on who among the Delhi 
Congress mafia wins the battle for power. 

ABORTION 

Landmaiic Law 

LAST week the US Senate passed a historic 
piece of legislation on abortion rights which 
reverses the trends which had set in during 
the last many years. It makes illegal protests i 
against abortion clinics and those who con- 
duel abortions. The bill which has already 
been passed by the House of Representa-I 
tives now awaits the president’s assent. 

The bill bans physiiial obstruction of abor j 
tion, with non-violent offenders being finea 
$10,000 and six months* impnsonment an« 
violent first-time offenders being fine/ 
$1,00,000 and one year’s imprisonmen 
This marks emphatic support for abortion i 
a nght and is likely to influence opmion tl 
world over. It is also a recognition of tl 
increasing importance of the women 
movement as a political constituency. 1 
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The abortion issue in the US has been the 
subject of debate for more tfian a decade. 
The process of liberalisation tiegan in the 
19708 when in the famous Roe vs Wade case 
the Supreme Court rccognisrd women’s 
tight to abortion. But the dema id to legali.se 
abortion taken up by a dynam'c and growing 
women’s movement was pitted against a 
church-backed right-wir>g reaction which 
was both anti-abortion and anti-contracep¬ 
tion. This opposition to abortion bec&me 
concretised with the reversal of the Roe vs 
Wade decision in 1989 and many American 
states passed laws outlawing abortion. These 
circumstances gave ri.se 'o violent reactions 
to attempts to reopen the debate. The Reagan 
era with its emi^asis on .so called family 
values and its support to Chrisuan ortho¬ 
doxy spurred the right to life movements 
who pitted foetal rights against the ca.se for 
legalising abortion. In states where they 
were permitted to operate, abortion clinics 
were attacked and doctors and health 
workers who performed or assisted in abor¬ 
tions were threatened. In Florida a doctor 
was murdered by these extremist groups. In 
all thiSfihe medical profe.ssion has taken an 
ambiguous stand. While it has condemned 
the criminalisation of abortion, it has taken 
no clear stand on abortion as a woman’s 
right. In fact, even historically it was the 
American Medical Association which had 
in 18S9 demanded that the practice of abor¬ 
tion be banned. This has been true of most 
other medical groups in developed coun¬ 
tries (EPW, November 27, 1993). 

The US movement against abortion has 
had its repercussions, especially in Latin 
American countries. For instance, even 
under the Sandinistas, Nicaragua was un¬ 
able to come to a clear stand on abortion and 
in many east European countries the more 
liberal attitude to abortion has been reversed 
as part of the resurgence of orthodox Chns- 
tian values and the backlash against state 
cpercimi. Quite clearly, it is only if the nghi 
to abortion becomes more than a civil rights 
issue or a medical issue that it has a chance 
of being recognised. 

The other side of the coin is of course that 
in many third world countries, India 
included, abortion has long been legalised 
witimut it ever having been a demand of the 
women’s movement. Commentators havb' 
noted that abortion services have been seen 
as put of the family planning programme 
ukI teck or failure of contraception is sought 
.lobe made up for by making abortion availa¬ 
bile. This has had the wholehearted support 
lifihe international population lobby, espe- 
-fiiUy US-based groups like the Population 
I 'ouiKul and others who have funded popu- 
I lion control programmes in these 
untries. Hiere are two factors which are 
en overlooked: one that repeated abor¬ 
ts are detrimental to the health of women 
two, that the experience of all women. 


irrespective of their marital status and the 
reasons for seeking abortion, seems to be 
uniformly humiliating. The dominant atti¬ 
tude appears to be that abortion is morally 
insupportable. In other words, while there is 
no widespread open or violent opposition to 
abortion, in the absence of a progressive 
attitude which views it as an aspect of 
reproductive freedom, it is difficult for 
women to view dbortion as a nght, 

EASTEUROP1-: 

Beginnings Not End 

A correspondent writes-. 

AFTER Lithuania. Poland and Ukraine, the 
former communists are back in power in 
Hungary as well In Hungary’s first round of 
elections hdld recently, after 99 per cent of 
the votes had been counted, the Hungarian 
Socialist Party, which is the name the re¬ 
formed communist party has adopted, had 
won 33 per cent of the votes while the 
Hungarian Democratic Forum, the senior 
coalition partner in the incumbent centre- 
right government, could only gamer a poor 
11.7 per cent. The Liberal Free Democrats 
came in second with 19.7 per cent of the 
votes, and the Agrarian Independent 
Smallholders with 9 per cent and the Chris¬ 
tian DenuKrats and the Young Democrats 
with 7 per cent each just about managed to 
find a place in parliament for which it is 
necessary to win at least 5 per cent of the 
votes. Although the $(x:iaiist$ may not do as 
well in the second round of elections to be 
he Id on May 29, this win puts them in aposi tion 
to form at least a coalition government in 
alliance with the Liberal Free Democrats. 

Only Ia.st month, in April, the communists 
and their partners had emerged victorious in 
Ukraine’s parliament. Before that inPoland 
in September 1993 and in Lithuania in 
November 1992the former communists had 
already come back to power. While some 
may see a.pattern in this resurgence of the 
former communists in ex-Soviet and east¬ 
ern European temtorics—a tendency that 
may have more to do with no.stalgia than 
with hard political analysis—and may try to 
draw, on that basis, optimistic conclusions 
about the future of socialism, prudence 
would suggest the adoption of a more cau¬ 
tious approach. Such an approach would 
immediately lead us to see (1) that the so- 
called communists in east Europe have, 
over the la.st half a decade or so, made major 
changes in their ideology and political stra¬ 
tegy, as a result of which they are now, 
enectively, social democrats; (2) that their 
popularity has a lot to do with the misman¬ 
agement of the economy and the neglect of 
social policy by the ruling parties during the 
ongoing period of transition; and (3) that the 
reason why it is the social democrats rather 
than, say, national-chauvinists who are 


being shown favour by the people may be 
that, due to the ideological and organisational 
structures that they had inherited and have 
now expediently reformed, the former com¬ 
munists are able to present a more coherent 
and functional front to the people. 

Apart from the ideological and organi¬ 
sational changes that they have madein their 
parties, the social democrats in all east Euro¬ 
pean countries are committed more or less tot 
market type economy and want integration 
with western Europe and membership of 
NATO. It is also well to remember that social 
democrats in western Europe, who in some 
countnes have tasted power fw lon^ stretches 
of time, have been evaluated by people suictly 
on the basis of their performance in govern¬ 
ment, despite their concern for social welfare 
and security and their stress on social policy. 
On any evidence of lack of governmental 
competence on their part, the people have 
punished them by throwing them out of power 
and by bringing the liberals or conservatives 
back in. This is bound to be the ptutem in the 
east European countries too where the commu¬ 
nists as social democrats are moving back 
into positions of governmental authorify. 

The west European, experience of social 
democracy—and of communism, for all 
communist parties there have essentially 
been social democratic parties—is certainly 
not one that can be valorised by those who 
want to see a deeper and longer lasting 
egalitarian arrangement in all .societies. At 
the same time, it is increasingly becoming 
clear that this exactly is the experience that 
people in all democratising societies, in¬ 
cluding the east European ones, are likely to 
encounter. What is important, therefore, is 
not to feel elated pver the victoiy of fonner 
communists but to ponder over the alterna¬ 
tives, if there are any, to this, what at the 
moment seems to be, the only viable outlet for 
left-leaning and radically-inclined aspirations 
under the given economic dispensation. 

Another thing that cannot be too much 
emphasised is that after the experience of 
communism—‘actually existing socialism’ 
as some liked to call it—and its not too 
distant denouement, after the all-too-visible 
ecological catastrophe that the world is now 
witness to and after the emergence of ‘new 
social movements’, the search for new alter¬ 
natives must begin from a.plane altogether 
differentfrom theone whereasimilar search 
had begun more than ISO years ago. One 
reason why this search led into a blind alley, 
it is now clear, was its easy dismissal of so- 
called ‘bourgeois’ notions of democracy. A 
similar dismissal of ‘social democracy’ 
seems to be fraught with similar conse¬ 
quences for the new venture. This venture, 
in other words, must begin with and not 
without social democracy, a system of 
thought and organisation which represents a 
further growth of democracy, as we have 
known it so far. 
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IN THE CAPITAL MARKET 


EPW Research Foundation 


Sri Lakshmi Saraswathi 

‘ PRESENTLY engaged in the manufacture 
of different varieties of cotton and synthetic 
blended yam for the local as well as export 
market, Sri Lakshmi Saraswathi Textiles 
(Ami) (SLST) now plans to set up a'new 
(pinning unit in Tamil Nadu with a comple¬ 
ment of 6,048 spindles. The company ^so 
plans to invest up to Rs 2 crore in Sri 
Tripurasundari Hotels (STH) which has a 
technical tie-up with Southern Pacific 
Hotels, Australia. STH which has been pro¬ 
moted by the promoters of SLST is setting 
up a three-star hotel with 129 rooms and 
other need-based facilities in Madras. To 
part finance the above projects as also to 
meet its long-term working capital re¬ 
quirements, SLST plans to tap the capital 
market with a public issue of 16,66,000 
equity shares of Rs 10 each at a premium 
of Rs 30 per share. The issue which will 
open for subscription on May 20 will be 
lead managed by IFCI and Indian Over¬ 
seas Bank. The new spinning unit will 
have no gestation period a.s trial produc¬ 
tion has already commenced and full level 
production is expected to be achieved in 
June this year. 

Lanco Ferro 

Lanco Ferro is setting up a mini blast fur¬ 
nace of 210 cu mtr working volume and 
associated systems for the manufacture-of 
90,000 mtpa foundry grade pig iron. The 
furnace will utilise imported coke of 12 per 
cent ash content and iron ore from the mines 
of National Mineral Development Corpora¬ 
tion while the MBF technology is to be 
provided by Tata Korf Engineering Services. 
The project which is being set up at a total 
outlay of Rs 54 crore is expected to commence 
commercial production by July this year. To 
part finance the project the company plans 
to tap the capital market on May 23 with a 
public issue of 90,00,000 equity shares of 
Rs 10 each at par. Asian Finance and Invest¬ 
ment Corporation which has been promoted 
by Asian Development Bank will have a 
10.2 per cent stake in the company ’ s Rs 22.85 
crore post-issue equity capital. 

Janak Ikirbo Dynamics 

Janak Turbo Dynamics is setting up a project 
for manufacturing 1,200 turbine blade disc 
assemblies per annum at a total cost of 
Rs 11.7 crore. In addition to finding appli¬ 
cations in a number of industrial units like 
fertilisers, cement, chemical units, etc, these 
turbines find extensive use in thermal and 
hydel power generators. The company ini- 
lialiy plans to concentrate on manufacturing 


turbine blades for the Indian railways. 
Dresser Rand (Worthington and Terry) 
Steam Turbine, USA, will supply technical 
information and design/process know-how 
through its local collaboraror V K Sankhala 
and Associates, Indore, which will also pro¬ 
vide the plant and machinery. To part 
finance the project the company plans to tap 
the capital ma^et on May 17 with a public 
issue of equity shares of Rs 10 at par aggre¬ 
gating Rs 7 crore. 

Priya Dyes and Chemicals 

Promoted by the Priya group which is 
headed by A K Bhuwania, Priya Dyes and 
Chemicals (PDC) is presently engaged in 
exporting dyestuffs, pigments, dyestuff in¬ 
termediates, naphthols, fast bases, bulk drugs 
and other fine chemicals which it priKures 
from various indigenous manufacturers in 
the small-scale sector. The company pro¬ 
poses to acquire office premises and leasing 
warehouse facilities and plans to set up a 
quality control laboratory for quality testing 
of its product range. Estimated to cost Rs 6 
crore the project is to be part financed 
through a public issue of 10 lakh equity 
shares of Rs 10 each at a premium of Rs 40 
per share. Even after the public issue which 
opens for subscnption on May 16 the pro¬ 
moters' stake in total equity capital will 
stand at 66.7 per cent. 

Malhotra Steel Industries 

Promoted by G D Malhotra and his sons, 
Malhotra Steel Industries is engaged in the 
manufacture of rolled mild steel products 
like CTD bars, angels, etc. The company 
now plans to increase its rolling capacity 
from 66,400 tpa to 1,48,000 tpa in addition 
to setting up a backward integration project 
for manufacturing ingots with a capacity of 
53,745 tpa. The project which is estimated 
to cost Rs 12.3 crore fs to be financed 
through equity capital of Rs 4 crore, share 
premium of Rs 6 crore, term loans of Rs 2 
crore from State Bank of India and internal 
accruals of Rs 44 lakh. To part finance the 
project the company plans to tap the capital 
market on May 16 with a public issue of 
equity shares of Rs 10 each at a premium of 
Rs 15 per share aggregating Rs 7.8 crore. 

Pithampur Steels 

Pithampur Steels, which has been promoted 
by Radheshyam Maheshwari and Mahesh 
Chokse, presently manufactures MS 
structural. The company plans to enter the 
capital market with a public issue of equity 
shares at par on May 16 to finance its 
expansion-cum-modemisation plans. It plans 


to expand its capacity from the present 
15,000 mtpa to 28.000 mtpa in addition to 
modernising its unit at a total cost of Rs 3.6 
crore which will be fully financed through 
equity capital. The company's products 
which find application in machine paits, 
furniture, automobiles, channel gates, ROC 
construction work, industrial sheds, dams, 
agricultural machinery, windows, etc, are ts 
be marketed through the company’s own 
existing marketing network. Commercial 
production on the expanded capacity is ex¬ 
pected to commence this month. 

Prakash Solvent 
Extractions 

Incorporated in 1991, Prakash Solvent Ex¬ 
tractions is setting up a solvent extraction 
plant to produce 30,000 mtpa of castor oil 
and rice bran oil from de-oiled cakes. The 
project which is estimated to cost Rs 3.35 
crore is to be financed through equity capital 
of Rs 3.4 crore, cash subsidy of Rs 15 lakh 
and tenn loan from Syndicate Bank to the 
tunc of Rs 30 lakh. The comprkiy will pro¬ 
cure the major raw material, namely, castor 
oil cakes, nee bran oil cakes and hexanes 
from the local market. The company’s pro¬ 
ducts which find wide application in indus¬ 
tries like .soap, lubncation, paints, surface 
coating, perfumery, etc, will be marketed 
through the company’s existing marketing 
network. To part finance its project the 
company plans to enter the capital market 
with a public is.sue of equity shares of Rs 10 
each at ptir on May 16. 

Gujarat NRE Coke 

Onginally incorporated in 1986 under the 
name Madhusudan Traders for carrying on 
the business of trading and investment in 
shares and .securities, the company changed 
Its name to the present one to reflect its 
future plans. Gujarat NRE Coke plans to set 
up a one lakh tpa plant for the manufacture 
of low-ash metallurgical coke at a total cost 
of Rs lt).6 croic. To part finance the project 
the company plans to lap.the capital market 
on May 16 with <i public issue of 8.8 lakh 
equity shares of Rs 10 each at par and 13 
lakh 17 per cent partly convertible deben¬ 
tures (PCDs) aggregating Rs 3.3 crore. Part 
A of Rs 10 ot each PCD of Rs 25 will be 
converted into one equity share of Rs 10 at 
par while part B of Rs 15 will be the non¬ 
convertible part As against the price of 
imported coke (is i th an ash content of around 
12 per cent) which stands at Rs 4,700 the 
company plans to market its product at a 
price of Rs 4,000 per mt. Commercial 
production is expected to commence by July 
this year. 
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CURRENT STATISTICS 


EFW Research PoundatioB 


Industnal growth is showing an unusually diuan|aMfM<im with signs of dueleralioii rniirging in suih areas as infrasiruLture industnes that had shown 
reasonably decent giowth eartier Food induslnts are also showing absolute declines over the year But the lutomobile and man made fibre industnes have 
regisiered an acceleration in giowth The equity pnccs have shown lontinuid downtrend in reteni weeks following the ban on badla trading lack of support 
from Fils and cancellauon of VSNl I uro issue growth is continuing at high levels but reserve money growth has been arrested due to a drastic reduction 
in RBI credit to the centre The increase in WPI has reached 11 2 percent on on annual basis which is to a great eatenl conuibuied by the pnees of food items 

Macroeconomic Indicators 
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448224 11172(16) 

16178(17) 

18171(10) 

61827(17 9) 

49144(15 5) 

51653(194) 

Chuiency with the Publit 

87182 1710(4 5) 

1011(6 1) 

1874(17) 

15119(22 2) 

7171(11 7) 

8050(152) 

Deposits with Bonks 

117199 9848(2 8) 

9848(2 8) 

10941(17) 

10112(16 9) 

41741 (163) 

41392(20 5) 

Net Bank Credit to Covt 

211529 7668(18) 

7420(16) 

6144 (3 6) 

27623(157) 

17975(114) 

18070(129) 

Bank Credit to CommI Sector 

242176 6464(2 7) 

6284(2 7) 

9221 (41) 

15577 (7 1) 

12141 (17 1) 

16225(94) 


Net foreign exchange assets of the 
banking sector 
Reserve Money 
Net RBI Credit to Centre 
Scheduled Commercial Banks 
Deposits 
Advances 
Non food advances 
Investments 


Index Numbers of Industrial Weights 
Production (1980 81=100) 


124201 
1692(X) 
I19996 
118119 


1728 (7 1) 
1016 (17) 
1746(1 8) 

10189 (11) 
1178(14) 
7281 (4 8) 
6166 (4 7) 


861(1 6) 
3770(2 7) 
2871(10) 

10189(11) 
1178 (14) 
7281 (4 8) 
6166(4 7) 


794 (12) 
7410(67) 
8178 (8 6) 

6967(2 6) 
1810(1 8) 
6001 (4 I) 
2267 ( 2 1) 


25912(101 8) 
26577 (24 0) 
1334 (1 4) 

41242(16 8) 
11640(7 7) 
7476(5 1) 
26737 (251) 


1747(177) 21205(1004) 
11274(11 3) 11726(124 

2175(2 3) 5904(67) 


5904(6- 


17814(164) 38216(19 8) 

26190(210) 9291(80) 

24il7(20l} 120922(84) 

15460(171) 15031 (20 2) 


Dec Average for Fiscal Year So Far _Variation (^rCent) Fiscid Year Averages 

1991 1993 94 1992 91 1992 91 1991 92 1990 91 1989 90 1988 89 1987 88 1986-87 


General index 

1000 

240 9 214 7(2 4) 

209 7(4 0) 

16 

•02 

84 

86 

87 

73 

91 

Mining and Quarrying 

11 1 

2512 2110( 02) 

2111(2 5) 

1 7 

04 

45 

61 

79 

38 

62 

Manufactunng 

77 1 

210 5 204 7(1 8) 

201 0(4 1) 

09 

18 

9 1 

06 

87 

79 

93 

Electncity 

114 

1009 284 0(71) 

264 6 (4 7) 

49 

85 

78 

108 

95 

77 

103 

Capital Market 

May 11 

Month Year 

Trough of 

Peak of 


End of Fiscal Year 


1 

1994 

Ago Ago 

1991 

1991 

1992 91 

1991 92 

1990-91 

1989 90 

1988-89 

BSE Scnsiuve Index (1978 79=100) 1809 

3941 2286 

2017 

1451 

2281 

4285 

1168 



714 


(-14) 

(-13 4) 



(-46 8) 

(266 9) 

(496) 

(94) 


(794) 

National Index (1981 84=100) 

1851 

1908 1034 

914 

1659 

1021 

1%8 

189 

421 


m 


(-10) 

(-3! 5) 



(-48 1) 

(234 1) 

(399) 

(13-2) 


(763) 


External Sector 


Exports Rscrore 
US $ inn 
Imports Rscrore 
USSmn 

Balance of Trade Rscrore 
USSmn 


Fonign Exchsmge Reserves 


Apr iun 


16071 (19 8) 
5127(27 8) 
17018(6 1) 
5429 (-2 7) 
945 

• -302 


Apr 29 _ 

1994 Month 


1_991 94 Qu aite r ly Data 


July Sept 


16188 (27 0) 
5224(15 2) 
16825(18) 
5161 (-4 1) 
-417 
-139 


Oct Dec 


16721 (294) 
5130(17 8) 
17614(11 1) 
5621(2 9) 
-911 
-291 


20365(27 1) 
6492 (21 1) 
21129(38 1) 
6799(134) 
-964 
-107 


1993 94 


69547(30 4) 
22173(204) 
72806(15 7) 
21212(6 8) 
-1259 
-1039 


Fiscal Year So Par 


1992-93 


1991-92 


53331 (21 1) 
18421(31) 
62923 (31 5) 
21726(119) 
-9,572 
-3,305 


44042(333) 
17866 (-13) 
47851 Oftll 
I941l(-I9^ 
-3 809 
-1,343 


Rscs^)^ So Fa!_ 1993 94 1992 91 1991-92 1990-91 1989 90 1988-89 

1994 95 1993-94 


Rscrore 

47414 

192 

21444 

159 

1004 

27410 

5381 1 

USSmn 

11114 

-42 

8107 

19 

1005 

8724 

711 


1164 


Economte and Ptriitical Weekly May |4, )9M 












Industrial Production 




Varudon Over CumuIativeToi/Fiscal Year 
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Industries 

Feb 94 
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Coal (mn tns) 
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-19 (-7 0) 0 01(01) 2260(16) 

218 2 
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682 1 

721 ( 10) 

71( |5 I) 

705(07) 

Vanaspali (000 tns)* 

81 1* 

3 4(41) 11 8(165) 666 1 (2 6) 

6494 

895 (6 5) 

840 1 1 8) 

850 ( 9 5) 

Cotton Yam (inn kg) 

168 6 

-90(-5 1) 56(14) 1891 1(119) 

1660 7 

1521(5 0) 

14501 10) 

1511 (101) 

Colton I abiics (mn mirs) 

157 9 

-99(-59) 79(5 5) 17661(21) 

1726 6 

1565 ( 5 2) 

)(.5I , 11 2i 

1859 ( 5 0) 

Jute Goods (000 tns) 

963 

-8 1 (-78) -01(-01) 11006(101) 

998 1097 ( 15 0) 

12*70 ( 7 8) 

1410(9 7) 

Natural Rubber ((X)0 lns)<<e 

57 8* 

56(107) -65 (-09) 3711(84) 

142 5 

)51 6(212) 

166 7 (II 1) 

129 6(109) 

Aluniinium (tns) 

36190 -5050 (-12 2) -794 (-2 1) 425545 ( 4 0) 

4t1229 481199 ( 6 0) 5I42(X) (14 5) 

448900 (17) 

r upper Cathode (tns) 

4420* • 

1870 (71 3) 197 (9 9) 29894 ( 21 2) 

(7957 45775 ( 0 7) 

456(K) (Ml) 

40600 (-1 2) 

Lead (Ills) 

1762 -911 (-14 1) -2511 (-58 8) 22641 ( 12 6) 

11578 18650 (21 9) 

117(8) 115 7) 

27400 (28 0) 

Zinc (tns) 

11306 -2718 (-194) 1158(11 4) 132800 (17 1) 

nil 5 126748 (24 1) I02(KX)(19 5) 

71100 (8 9) 

• December *• January 







Automobile Indti&trie& (Number) March Variation Over 


Full Fiscal Yl ir 



1994 Month Year 1991 94 

1992 91 

1991 92 

1 )"() 91 

1989 90 

Medium and heavy commercial 

11622 4074 1406 65975 

76051 

89541 

•>' 807 

76594 

vehicles 


(54 0)\ (118) (112) 

( 15 1) 

(12) 

Ml) 

(9 2) 

1 ight commercial vehicles 

9480 2554 1115 75461 

52529 

51710 

57/16 

48457 



(369) (48 9) (417) 

( 2 2) 

( 7 0) 

1 '9 2) 

(4 7) 

Passenger cars 

18891 115 2079 20‘)695 

I6110(' 

l(.6181 

•H (11 

179278 



(06) (12 4) (28 6) 

( 2 0) 

( 7 1) 

i6) 

(8 1) 

Jeeps 

5486 416 1646 498% 

’7276 

11501 

>69 

44109 



(8 2) (42 9) (27 0) 

(24 7) 

( n’) 

1 151) 

(219) 

Two wheelers 

175490 14928 37052 175609 

|5(X)54 

160(067 

18 |■>86 

1711686 



(91) (26 8) (17 0) 

( 64) 

( 12 0) 

|5 2) 

(5 H) 

Three wheelers 

10456 898 5571 91608 

65166 

76652 

8‘«l62 

81752 



(94) (114 0) (40 6) 

( 15 0) 

( 140) 

(6 5) 

(5 5) 

Employment 







Employment Exchange 

Dec 

Month Year Cumulative for 





Statistics (000) 

1991 

Ago Ago fiscal Year So Far 

1992 91 

199192 1990 91 1989 90 1988 89 



1991 94 1992 91 





Number on live regisicis 







(end period) 

16276 

16252 36758 36276 16758 

16106 

16551 

11890 M249 10105 

Ni(mber of registrations 

520 

341 397 4480 4047 

8021 

5581 

6404 6823 6010 

Number ol vacancies notified 

31 

32 40 297 116 

401 

415 

197 

581 538 

Number of placements 

• 19 

19 24 175 172 

228 

258 

25 ( 

294 312 

Vacancies as % of registrations 

60 

94 too 66 78 

50 

74 

7 8 

8 5 90 


Employment Data for 










Sample of 38 Large Cos in 





Net Sales 

1 ixed Assets 

Total Assets 

Private Scctor(@) 

1993 

1992 

1991 

1990 

1992 91 

1991 92 

1992 91 1991 92 

IW2 91 

1991 92 

Total workers (no) 96 249 (-0 2) 

96,448 (-20) 

98172 (2 4) 

96 091 


(In lakhs ol rupees) 



Regular Employees 

Ohets (contract piece 

65 955(1 2) 

66,781(05) 

66,454 (11) 

64121 

5 28 447 

4 55 520 

4 65 625 166')5<) 

7 28 949 

5 28 015 

rated and part time) 

10 294(2 1) 

29 665 (-7 1) 

11918(05) 

11 770 

(160) 


(26 9) 

(18 1) 



Nous (i) Superscnpl numeral denotes month to which figure relates, e g superscript ’’ stands for July (iii Figures in hiackits an. percentage vanaiions 
over the comparahle previous period (tii) — means not available (iv) * Apr Sept (v) & April Oct 
economic wid PoliUcal Wedcly May 14,1994 * *^5 






COMPANIES 


EPVf Research Foundation 


HINDALCO 

Self-Sufficiency in Power 

THE merger of Renusagar Power Co with 
Hindaico from April 1^2 is expected to 
result in a larger company with stronger 
reserves and assets and the financial results 
of the latter for 1992-93 include those of the 
former. An Aditya Birla group company 
and a giant in the aluminium industry, 
Hindaico improved over its performance in 
1992-93. The company's net sales rose by 
15.4 per cent to Rs 755 crorc while operat¬ 
ing profit rose by 35.5 per cent. Gross and 
net profits rose by 34.3 per cent and 31.2 per 
cent respectively. The company also 
raised the dividend rate from 37.5 per cent 
to 40 per cent. While production of calcined 
alumina rose from 2,93,079 mt to 
3,05,300 mt, production of metal fell from 
1,66,197 mt to 1,63,485 mt due to reduced 
availability of power as a result of poor 
quality of coal supplied and shutdown of 
unit 4 at die Renusagar power plant follow¬ 
ing breakage of tlw turbine rotor blade. 
P^uction of rolled products fell from 
31,529 mt to 29,619 mt while that of extru¬ 
sions fell from 10,385 mt to 9,799 mt due to 
fall in demand in the consuming sectors, 
namely, transport, automobile and building 
construction. Inadequacy of funds with the 
State Electricity Boards led to poor offtake 
of EC grade metal. The high burden of 
excise duty on aluminium has also contri¬ 
buted to the demand recession for the metal. 
Despite very low prices on the London 
Metal Exchange, the company’s exports on 
the other hand rose by more than 2lK) per 
cent to a record 20,433 mt of primary 
alumimun and semi-fabricated products as 
against only 7,281 mt last year. 

Dunng the year the company revalued 
land and buildings and major items of plant 
and machinery and a sum of Ks 910.4 crorc 
(including revaluation of the Renos.-tgar 
power plant assets) arising on revaluation 
was transferred to capital reserves. 

In order to consolidate its picmicr status 
in the domestic market the company has 
undertaken major expansion and moderni¬ 
sation schemes which arc to be implemented 
over the next three to four years. With a 
view to becoming self-sufficient in its 
requirements of alumina at current levels 
of production the company plans to 
increase its alumina production capacity 
from 3,00,tXX) mtpa to 3,50,000 mtpa by 
December 1993 by installing balancing 
equipment and removing bottlenecks. In 
order to help generate electricity and enable 
the use of exhaust steam in the alumina 
plant process it also proposes to in.stall a 
back-pressure turbine for co-generation of 
power. The smelter capacity is al.so to be 
raised by 40,000 mtpa to 2,10,000 mtpa by 
installing a power efficient potline based on 
updated technology and inhousc research. 


In addition, two power generating units of 
70/74 mw each are to be installed in phases 
at Renusagar which will make the company 
self-sufficient in terms of power require¬ 
ment on the expanded smelter capacity and 
enable it to supply some power to the state/ 
national grid. In order to enlarge its pnxiuct 
mix and enable the marketing of hi-tech 
products as also increase its export of rolled 
products the company plans to install a new 
and modern cold rolling mill which is ex¬ 
pected to be commissioned by August 1994. 

The company's first euro issue aggregat¬ 
ing $ 108 million which was floated in 
July 1993 was ckxsed in three days The 
issue which was lead managed by Robert 
Fleming and Co and co-managed by Bear 
.Steams consisted of 44,73,000 units, each 
consisting of one share and one half of a 
warrant, each warrant being convertible 
into a Hindaico global depository receipt 
(GDR) after 90 days. Hindaico is planning 
another $100 million euro issue. 

The reduction in excise duty on alumini¬ 
um in the 1993-94 budget to 25 per cent 
ad valorem has been passed on completely 
to customers. However, aluminium pro¬ 
ducts still continue to bear a high incidence 
of duty as compared to substitute materials. 

For the first six months of 1993-94 the 
company earned a net profit of Rs 54.6 crore 
on net sales of Rs 310.3 crorc as compared 
to a net profit of Rs 60.2 crorc on net sales 
of Rs 363.3 crore in the corresponding 
period last year. 

ADVANIOERLIKON 

Modernisation Programme 

A pioneer in the field ol welding techno¬ 
logy. Advani Ocrlikon is engaged in the 
manufacture of industrial electronics and 
power control equipment in addition to a 
wide range of electrodes, flexes .md flux 
cored wires. The company’s technical and 
financial .collaborator. Ocriikon-Wclding 
of Switzerland, is a world leader in welding 
and has a 7.7 per cent stake in the com¬ 
pany’s equity. 

The year 1992-93 saw the company con¬ 
solidate its past performance with a 15 per 
cent and 129 per cent rise in net sales and net 
profit respectively. This was despite an 84 
per cent rise in tax provision. A sharp 
increase in profitability helped the com¬ 
pany raise the dividend rate from 20 per cent 
to 30 per cent. 

The company ’ s exports saw a 20 per cent 
jump over the previous year. The company 
IS the largest cx|X)rtcr of welded products 
trom India and has established a joint ven¬ 
ture in Malaysia for manufacturing welding 
consumables. In order to concentrate on the 
export front the company has commissioned 
a 100 per cent cxport-oi lented unit for weld¬ 
ing consumables in Sewree. The company 
has al.so undertaken major modernisation 
and upgradation programmes at all its manu¬ 


facturing units for which it entered the 
capital market with a tights issue of equity 
shares at a premium of Rs 15 per share in 
January this year. The issue aggregating 
Rs 8.8 crore offered one equity share for 
every two held by the shareholder and has 
led to an increase in the company’s equity 
capital from Rs 7 crore to Rs 10.5 erwe. The 
extensive modernisation programme which 
is to be implemented over the next three 
years is estimated to cost Rs 30 crore. The 
company’s application-oriented research 
centre has recently developed five new im¬ 
portant electrodes. 

Three of the company’s subsidiaries, 
namely, Ador-Cooperheat, Advanced Weld¬ 
ing Alloys and Ador-Samia have performed 
well for 1992-93. Semiconductors, the fourth 
subsidiary, is awaiting directions from the 
BIPR regarding the rehabilitation proposal 
submitted by the workers’ union. 

For the SIX months ended September 1993 
the company earned a net profit of Rs 7.9 
crorc on net sale of Rs 168 crore as com¬ 
pared to a net profit of Rs 5.2 croroon net 
sales of Rs 169.7 crore for the whole of 
1992-93. 

KIRLOSKAR BROTHERS 

Focus on Core Area 

This Kirloskar group company was severely 
hit by the low demand for compressors 
and machine tools in 1992-93. Though the 
company managed to improve net sales by 
16.8 per cent over the previous year, a sharp 
increase in input costs and other operational 
costs could not be passed on to the customer 
and operating profit fell by 3.6 per cent. 
However, gross profit and net profit rose by 
43.4 per cent and 190 per cent mainly due to 
a large non-operating income, a major part 
of which was contributed by capital receipt 
of Rs 13.1 crore from Copeland Corpora¬ 
tion of the US for giving up the compressor 
business and for non-competing with simi¬ 
lar business of Kirloskar Copeland which is 
a recently established joint venture in co¬ 
operation with Copeland Corporation. The 
company has since transferred its hermetic 
compressor division to Kirloskar Copeland 
in which it holds a 51 per cent stake as 
compared to the 49 per cent stake of 
Copeland Corporation. The pumps and 
valves business of the company showed 
slight improvement during the year under 
review. The hermetic compressor factory 
of the company at Karad has become the 
only compressor factory in the country to 
have secured an ISO 9001 certificate. 

The company’s exports rose by 74 per 
cent over the previous year to Rs 17.3 crore 
with the company completing its biggest 
export order which was obtained from 
Egypt. With this the company has exported 
more than 90,000 pumpsets to Egypt in the 
last 20 years. The construction of a factory 
for the manufacture 4” submersible pumps 
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The Week’s Companies 


(Rs taUi) 


Financial Indicators 

Kirloskar. 

Bros 

Advwil 

Oerllkan 

Hlndako 

Coromandel Fert 

Suiya Roshni 


March 

1993 

March 

1992 

March 

1993 

Match 

1992 

March 

1993 

March 

1992 

March 

1993 

March 

1992 

March 

1993 

March 

1992 

Incomc/appropriations 

1 Net sales 

22114 

18927 

13930 

12104 

75524 

65438 

22968 

27176 

46654 

42779 

2 Value of production 

22323 

18939 

14161 

11748 

74768 

66865 

26712 

27627 

47288 

43664 

3 Total income 

22670 

I9I1S 

14353 

11846 

79938 

69899 

27085 

28147 

47684 

44125 

4 Raw materials/storcs and spares 

consumed 

12635 

10067 

7069 

6303 

27041 

25453 

17143 

17757 

26269 

23489 

S Other manufacturing expenses 

1754 

1632 

1022 

774 

16745 

17412 

3476 

3346 

4691 

3825 

6 Remuneration to employees 

2811 

2604 

1582 

1449 

4354 

3824 

1172 

985 

3005 

2892 

7 Other expenses 

3294 

2555 

3064 

2072 

4.531 

3082 

2772 

2497 

3838 

3640 

8 Operatmg profit 

2176 

2257 

1616 

1248 

27267 

20128 

2522 

3562 

9881 

10279 

9 Interest 

1107 

772 

415 

508 

5324 

3227 

1838 

1327 

2260 

1374 

10 Cross profit 

2421 

1482 

1261 

711 

22974 

17110 

666 

2218 

8059 

8929 

11 Depreciation 

320 

266 

231 

205 

3699 

2106 

485 

408 

2646 

2175 

12 Profit before lax 

2101 

1216 

1028 

506 

19275 

15004 

181 

1810 

5400 

6732 

n Tax provision 

300 

596 

533 

290 

7725 

6200 

10 

860 

1742 

2461 

14 Profit after tax 

1801 

620 

495 

216 

11550 

8804 

171 

950 

3658 

4271 

15 Dividends 

108 

108 

210 

140 

1551 

1454 

0 

486 

1015 

985 

16 Retained profit 

1693 

512 

285 

76 

9999 

7350 

171 

464 

2643 

3286 

Liabilities/assets 

17 Paid-up capital 

307 

307 

700 

700 

3877 

3877 

2432 

2432 

5853 

A53 

18 Reserves and surplus 

3706 

2013 

1556 

1274 

136127 

34742 

15034 

16430 

20394 

17746 

19 Long term loans 

4096 

3808 

1004 

1021 

28696 

22827 

4025 

2419 

10053 

7142 

20 Short term loans 

1011 

727 

965 

769 

5000 

3237 

5590 

4553 

7596 

5449 

21 Of which bank borrowings 

0 

0 

848 

595 

4637 

2967 

4540 

3481 

2859 

2251 

22 Gross fixed assets 

4967 

4200 

4521 

3528 

186748 

56679 

44213 

42372 

42235 

35787 

23 Accumulated depreciation 

2464 

2157 

2076 

1851 

68515 

32923 

27636 

25905 

16008 

13295 

24 Inventories 

4933 

4263 

1491 

1481 

14436 

11233 

7582 

3002 

9773 

9673 

23 Total assets/liabilities 

18363 

13707 

6876 

6255 

183419 

75142 

31448 

30650 

54771 

47795 

MIscellaneoiis items 

26 Excise duty 

170 

201 

2737 

2305 

22033 

20149 

0 

0 

718 

518 

27 Gross value added 

7476 

4780 

3385 

2696 

29187 

22954 

3590 

4406 

13614 

12983 

28 Total foreign exchange income 

3075 

1738 

525 

439 

7786 

2421 

0 

0 

812 

978 

29 Total foreign exchange outgo 

1340 

854 

670 

294 

3132 

1428 

11323 

10432 

2787 

1454 

Key financial and performance ratios 

30 Turnover ratio (sales to total assets) (%) 

120.4 

138.1 

202 6 

193 5 

41 2 

87 1 

73.0 

88.7 

182.2 

187.9 

31 Sales to total net assets (%) 

242.5 

276 1 

329 7 

321.6 

43 5 

101.2 

84 8 

105.2 

218.1 

237.2 

32 Gross value added to gross fixed 

assets (%) 

150.5 

1138 

74 9 

76 4 

15.6 

40.5 

8.1 

10.4 

62.5 

69.9 

33 Return on investment (gross profit 

to total assets) (%) 

13.2 

10.8 

18 3 

II 4 

12.5 

22.8 

2.1 

7.2 

26.8 

33.4 

34 Gross profit to sales (gross margin) (%) 

10.9 

78 

9 1 

59 

30 4 

26.1 

29 

8.2 

?l.3 

36.9 

3S Operating profit to sales (%) 

9.8 

11.9 

11 6 

10 3 

36 1 

30.8 

11.0 

13.1 

40.7 

44.9 

36 Pkofit before tax to sales (%) 

9.5 

6.4 

74 

42 

25 5 

22.9 

0.8 

67 

20.5 

27.2 

37 Tax provision to profit before tax (%) 

14.3 

49.0 

51 8 

57 3 

40 1 

41 3 

55 

47.5 

43.3 

48.1 

38 Profit after tax to net worth 

(return on equity) (%) 

44.9 

26.7 

21.9 

10.9 

8.2 

22.8 

1.0 

5.0 

31.6 

41.6 

39 Dividend (%) 

35.0 

35.0 

30.0 

20.0 

40 0 

37.5 

0.0 

20 0 

45.0 

43.0 

40 Earning per share (Rs) 

59.05 

20.33 

7 07 

309 

29 79 

22.71 

0.70 

3.91 

14 98 

17.49 

41 Book value per share (Rs) 

131.51 

76.00 

28.73 

24.66 

144 16 

89.93 

32.67 

31.97 

91.61 

80.80 

42 P/E ratio (based on latest and 

corresponding last year's price) 

3.3 

7.4 

8.8 

21 1 

23 8 

27 7 

42.7 

10.2 

25.9 

22.5 

43 Debt-equity ratio (adjusted for 

revaluation) (%) 

102.1 

164.1 

49.9 

59.2 

51.3 

65 5 

50.7 

31.1 

154.0 

149.0 

44 Short term bank borrowings to 

inventories (%) 

0.0 

0.0 

56 9 

40 2 

32.1 

26 4 

59.9 

116.0 

78.5 

67.3 

45 Sundry creditors to sundry debtens (%) 

81.7 

95.6 

160 1 

80 3 

69.0 

36.4 

292 5 

133.2 

109 5 

169.1 

46 Total remuneration to employees 

to gross value added (%) 

37.6 

54.5 

46.7 

53 7 

14.9 

16 7 

32.6 

22.4 

40 9 

40 2 

47 Total remuneration to employees 

to value of production (%) 

12.6 

13.7 

11.2 

12.3 

58 

5.7 

4.4 

3.6 

11.5 

116 

48 Gross fixed assets formation (%) 

18.3 

18.9 

30.7 

9.3 

118.7 

15.3 

6.2 

7.0 

46.5 

72 3 

49 Growth in inventories (%) 

15.7 

6.3 

0.7 

-19.9 

28.5 

17 1 

152.6 

-8.8 

5.8 

80 5 
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in collaboration with Ebara Italia at 
Shindewadi in Pune undertaken by the com¬ 
pany has been completed. Efforts arc also 
on to acquire a large tract ot land for Kirloskar 
Silk industries. 

The company plan.s to fcx;us on its core 
competency, namely, Huid handling, in 
future and in line with this strategy it vacat¬ 
ed its publishing business in 1986 87 and 
more recently exited from its hermetic com¬ 
pressor business. The mulberry plantation 
undertaken by it on a pilot scale has report¬ 
edly shaped up quite well and the company 
is searching for a suitable piece of land. The 
company has recently bagged an order for 
three offshore fire water pump packages 
from L&T for its platforms for ONGC, 
against stiff competition from American 
and Indian companies. The company’s ver¬ 
tical turbine pump involved in the package 
will have a suspension length ot about 
30 metres and is built witli special materials 
which are suitable for sea water. 

For the first six months ot 1993-94 though 
the company's net .sales rose to Rs 101.8 
crore, net profit fell to Rs 50 lakh. 

COROMANDEL FERTILISERS 

Dim Outlook 

The disturbance in the iiiihistiy caused by 
the decontrol of phosphalic and complex 
fertilisers coupled with the decanalisalion 
of imported diammonium phosphate (DAP) 
and the con.sequent cut in selling prices due 
to the dumping of DAP in the domestic 
market led to severe pressure on the compa¬ 
ny’s margins. The company was forced to 
reduce its prices to vciy low levels in order 
to be entitled to the onc-limc (ui hoi subsidy 
scheme ot the government of Andhra 
Pradesh. The scheme, introduced in the 
company’sprimary marketing tcrniory, pio- 
vided for a price coniessioii ol Rs 609 per 
tonne for urea-ammonium-phosphatc 
28:28:0 grade, the company’s maih prtxJuct. 

The discontinuance ol subsidies for nitro¬ 
genous fertilisers and large-scale dumping 
in the domestic market led to a sharp fall in 
sales in 1993-94. Sale of the company’s 
‘Gromor’ products fell from 3,79,()00 mt 
last year to 3,16,0(K) mt. Further, inventory 
levels continued to rise with the percentage 
of inventory to net sales rising from 11 pci 
cent to 33 per cent. With subsidy dues ri.sjng 
to about Rs 60 crore there wa- signitieant 
increase in working capital. High interest 
rates on the one haTid and a synchionuus 
increase in working capital due to escala¬ 
tion ot costs, reduced sales and increased 
inventory resulted in inteiest charges rising 
sharply by 38.5 pci cent over the previous 
year. With depreciation also increasing 
sharply by 19 per cent, profit before tax fell 
by a phenomenal 90 per cent. Even a 99 per 
cent fall in tax provision for the year could 
,, not stop net profit from plummeting by 
182 per cent 

, The powci restrictions and failure of cer¬ 
tain equipment especially in the ammonui/ 
sulphuric acid plant adversely affected 


operations and production of fertilisers fell 
from 3.86,607 mt last year to 3,76,689 mt. 
Further the plant had to operate at lower 
loads due to the lead in the ammonia con¬ 
verter cartridge which is a critical equip¬ 
ment in the ammonia plant. The low ck- 
mand lotccd the company to extend the 
turnaround of the plant for a period of about 
75 days. 

The replacement of the ammonia con¬ 
verter cartridge is expected to improve the 
operational efficiency of the ammonia and 
urea plants. The company has spent a sub¬ 
stantial amount on the sulphuric acid and 
complex plant debottlenecking projects and 
also taken steps to conserve energy. These 
measures are expected to yield Rs 1.6 crore 
per annum. The company also plans to 
replace the kellogg converter basket in 
the ammonia plant with a higher capacity 
ammoniii-casale converter basket and the 
gas-c<H)icr in the sulphuric acid plant with 
economisers. Installation of HT Quench 
system in the ammonia plant is also on the 
cards. These additional energy conserva¬ 
tion plans are expected to result in a savings 
of Rs 3.2 crore per annum. 

The reduction in urea prices on the one 
hand and the rise in prices of phosphalic 
fertiliser due iti decontrol on the other has 
led to a shift in preference of farmers to 
nitrogenous fertilisers. 1'he introduction of 
the tul hoc subsidy scheme in the rabi 
season in 1992-93 and again in both the 
seasons of the subsequent year has led to 
downward pressure on prices of phosphalic 
fertilisers and the company is pessimistic 
concerning its performance m 1993-94. 

Ftir the first six months of 1993-94 the 
company suffered a net loss of Rs 9.3 crore 
on net sales of Rs 128.6 crore. 

SlJRYAROSHNl 

CFL Joint Venture 

High interest and depreciation charges have 
taken their toll on the bottomline of Surya 
Roshni (formerly Prakash Tubes) for the 
year 1992-93. The company’s net sales 
were higher by 24.3 per cent over that in 
1991 -92 and operating profit rose by 19 per 
cent during the same period. The steel tubes 
division in Haryana produced 41,947 mt of 
pipes/tubes and 11,919 ml of cold rolled 
strips as compared to 39,569 mt of pipes/ 
lubes and 6,792 mt of cold rolled ships in 
the previous year. Despite stiff competition 
after the decontrol of steel the division 
claims to have maintained its grip on the 
market. The division also supplied pipes 
conforming to various Indian and inter- 
naiuinal standards including API for sophi¬ 
sticated and specialised use to its customers 
in addition to completing projects for the 
manufacture of cold rolled coils and strips 
and larger dia pipes. 

The company exported steel pipes worth 
Rs 1.9 crore (including export incentives) 
during the year under review. Its two light¬ 
ing units in Kashipur, Uttar Pradesh, and 
Maianpur. Madhya Pradesh, saw a 14 per 


cent rise in turnover over the previous year. 
However, margins were under pressure due 
to the substantial increase in cost of LPG, 
furnace oil, electricity and interest charges. 

During the year projects worth Rs 30 
crore, including the new factory atMalanpur 
which were completed in the previous year, 
were stabilised. Further, the projects of 
tungsten wire drawing, molybdenum wire 
drawing, GLS filament and bdancingequip- 
ment at Kashipur and the expansion in 
capacity of the GLS lamp and fluorescent 
tube lamps (FTL) at Maianpur involving 
Rs 8 crore were completed. Projects worth 
Rs 45 crore comprising Halogen Lamp H-3, 
H-4 and MR 16 scries at Maianpur and a 
new factory of lead glass and the expansion 
in the capacity of GLS lamps, GLS 
filaments and FTL filament at Kashipur 
were expected to be completed by March 
this year. The various projects implement¬ 
ed were expected to have a favourable 
impact on the performance of the company 
in 1993-94. 

To part finance its project the company 
entered the capital market with a rights 
issue of 16 per cent partly convertible de¬ 
bentures (PCDs) of Rs in the ratio of one 
PCD for every five equity shares held. Part 
A of Rs 40 of each PQD was converted into 
one equity share of Rs 10 at a premium of Rs 
30. With the conversion the equity capital 
of the company rose by Rs 11 crore. 

The company plans to set up a joint 
venture with Osram GmbH for the manu¬ 
facture of energy-efficient compact fluo¬ 
rescent and other lamps. Osram GmbH is 
one of the three largest lamp manufacturers 
in the wot Id and plans to concentrate its 
activities in India on manufacturing com¬ 
pact fluorescent and other innovative lamps. 

For the six months ended September 1W3 
the company earned a net profit of Rs 3.5 
crore on net sales of Rs 89.6 crore. 

FINOLEX CABLES 

Bonus Issue 

Finolex Cables is the first electrical, power 
and telecommunication multi-product 
cable company with multi-location of plants 
to be awarded the 150-9002/15-14002 certi¬ 
ficate for its factories at Pimpri and Urse. 
Encouraged by its performance for the year 
ended March 1994, Finolex Cables has de¬ 
clared a 1:1 bonus (the third bonus issue in 
the last six years). Though turnover in¬ 
creased marginally due to the lower excise 
rates and also lower copper prices leading 
to corresponding price reduction, profit 
before tax and profit after tax were higher 
by 6.3 per cent and 5.2 per cent respective¬ 
ly. In tdditinn to the bonus issue the com¬ 
pany has declared a diviSed of 55 per cent 
for the year. During the year there was an all 
round increase in production with produc¬ 
tion of jelly filled telephone cables going up 
from 13 ickm by over 28 per cent to 17 Ickm 
and that of light duty and power cables 
recording an increase of about 14 per cent 
over the previous year. 
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COMMENTARY 


^ple Iklaq Judgment 
Do Women ReaUy Benefit? 

(lavia Agnes 


The Allahabad ffigk Court's judgment regarding triple 'talaq' creates the 
erroneous impression that it safeguards the rights of Muslim women. In 


fact, the judgment weakens their position by validating the discriminatory 
aspects of the Land Ceiling Act. 


Allahabad High Court’s judgment has 
laised yet another controversy regarding 
Muslim person law. The reactions are 
varied. The Muslim orthodoxy and the 
Muslim Personal Law Board have criticised 
ii on the ground that it violates the consti¬ 
tutional provisions tor minorities under 
Articles 25-28. Secular forums and some 
Muslim women’s organisations have wel¬ 
comed It as a positive step which safeguards 
women's rights. Islamic legal scholars while 

I condemning the practice of triple talaq and 
the inertia of the Muslim Personal Lavii' 
|k>ard to declare such practice as invalid 
have nevertheless expressed their concern 
that the judgment might result in hampering 
the development of reform from within the 
community. Some scholars have asked 
whether a retrospective judgment in a land 
ceiling issue was the proper forum to tackle 
the grave and sensitive issue of validity of 
triple talaq. 

But there is hardly any discussion on the 
effect of this judgment on the woman con¬ 
cerned and her rights to property, and also 
I about the precedence it has created in the 
I realm of marriage relations and women's 
il wht to property and matrimonial home, 
ilie publicity creates an erroneous impres¬ 
sion that the high court has upheld a Muslim 
woman’s petition challenging the triple talaq 
and in the process safeguarded the rights of 
Muslim women. It is in this context that 
certain clarifications regarding the rase are 
necessary. 

The UP Imposition of Ceiling on l^nd 
Holding (Amendment) Act was passed in 
1972. Under this act in the year 1974, notice 
was issued to Rahmatullah in respect of 
excess land in his possession. In November 
ahmatullah filed his objections stating 
at the land which belonged to his wife, 
whom he had divorced in 1969, had been 
erroneously and illegally included as his 


land. In 1980 Khatoon Nisa stated before 
the authonty that she had been divorced by 
her husband 11 years ago. 

Overriding the objections, in August 1982 
an order was passed holding the land to be 
surplus land. Rahmatullah and Khatoon Nisa 
filed separate appeals against the order. In 
August 1984, the appeal was admitted, the 
order of the ‘prescribed authority’ was set 
a.sidc and the case was remitted for fresh 
tiial to ascertain whether Rahmatullah and 
Khatoon Nisa weic divorced according to 
law or whether the plea of divorce was 
raised only to save the land from the Land 
Ceiling Act. 

In 1986, after fresh trial, the prescribed 
authority reconfirmed its order. Again, 
both Rahmatullah and KhatiMin Nisa filed 
appeals. In April 199.^ the additional com¬ 
missioner, Faizabad, dismissed both the 
appeals and held that since there had not 
been a divorce nr a judicial separation 
through a court order between Rahmatullah 
and Khatoon Nisa, their income could be 
clubbed together. The talaqnama and evi¬ 
dence of Khatoon Nisa’s father and other 
witnesses were held to be not sufficient 
proof of divorce. The court held that since 
the names of the parties appeared in the 
same voter’s list and since they lived in 
the same house and village, this was suf¬ 
ficient proof that the couple was not 
divorced. 

The controversial judgment was passed 
in the matter of two writ petitions filed by 
Rahmatullah and Khatoon Nisa against the 
above order. The issue before the court was 
whether an orally divorced wife is qualified 
for the benefits available under the act to a 
judicially separated or divorced wife. On 
April IS, 1994 justice Hari Nath Tilhari of 
Lucknow bench of Allahabad High Court 
held that a customary divorce, either under 
the Shariat Law or under the Hindu 


Marriage Act, is not a valid divorce if it 
violates the provisions of the Constitution, 
and since triple talaq is discriminatory 
against women, such a divorce is not valid. 
The effect of the judgment is that the woman 
who had been divorced 25 years ago is 
held to be married even against her own 
depositions bclore the state authorities. 
Further, the judgment held that since she is 
not legally divorced, she and her husband 
are not entitled for exemption granted to a 
couple who arc divorced or separated 
through a court order, and hence their land 
can be acquired by the state under the Land 
Celling Act. 

I’he judgment has grave adverse implica¬ 
tions for the woman concerned. At one 
level, KhdliMin Nisa is divorced by her 
husband according to a valid form of 
divorce under the provisions of the Applica¬ 
tions of Shariat Act ot 1937, and as a 
consequence under the provisions of the 
Muslim Women’s (Protection of Rights on 
Divorce) Act of 1986 she is not entitled to 
maintenance. At another level, she is 
deemed to be married for the purposes of 
Land Ceiling Act and will lose her nght to 
the land which at prc.scnt stands in her 
name. 

The court has held triple talaq as invalid. 
But would the situation ot a Muslim woman 
be any different if she is not divorced in one 
sitting but in thicc consecutive sittings? 
What IS even more crucial for women is that 
once they arc divorced under the Muslim 
Women’s Act, they kwe their right to main¬ 
tenance. And no court in the country has 
declared the Muslim Women’s Act as un¬ 
constitutional and granted divorced women 
right to maintenance. 

The judgment has also other implica¬ 
tions for women. Khatoon Nisa herself has 
pleaded in all court proceedings that she 
has been divorced. Since all laws permit a 
divorce by consent of the parties, even 
assuming that the divorce was to gain 
certain economic benefits, can a court 
hold such a divorce as invalid when a 
woman herself has not challenged it? When 
parties to a marriage have a right to volun¬ 
tarily enter into a marriage contract, can 
the state have the power to compel them to 
remain married just because it is to the 
advantage of the state? The judgment pro¬ 
vides the state with the authority to inter¬ 
fere with the must intimate aspects of 
people’s life against the wishes of the 
parties concerned. 
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The Bombay High Court had given a 
ruling in a ca.se oi similar nature. In a 
petition for divorce by mutual consent, the 
family court, Bombay, refused to grant the 
couple a decree of divorce on the ground 
that the di.s.solutio') oi mairiage was sought 
with an ultenoi motive of saving the prop¬ 
erty from prospective creditors and held 
that the petition was an eyc-wa.sh as there 
were no real diffi-ieiices between the par¬ 
ties. Ihe family lourt had reached this 
conclusion in spite of the fact that the 
parties had appealed betorc the court volun¬ 
tarily and had deposed that they had 
mutually agreed upon divorce. The high 
court .set aside the ludgmenl of the iamily 
court and expicssed surprise a.s to how the 
trial judge had arrived at the conclusion that 
the divorce was an eye-wash, when all the 
legal rcquiremciii'. loi a valid divorce had 
been complied wd, > 

When haws aie framed, the specificity of 
minoiity communities is ignored. The L,md 
Ceding Act evempts women who are di¬ 
vorced or tcmpoiimly separate*! through a 
court order The concept of judicial separa¬ 
tion IS not recognised under Muslim law. 
So, while concessions arc made to Hindu 
women whose law recognises the concept 
of temporal y separation, no concessions 
arc m.ide to communities whose personal 
law recognises customary forms of 
divorce A Muslim man has no other re¬ 
course to divorce th.'in the customary provi¬ 
sions under the application of Shanat Act. 

The only point ol dispute seems to be 
whether it is to be done in one sitting or in 
three consoiiitivc months All the debate 
has cemicd .itouiid this point. One fails to 
undcistaiut how a woman's situation will 
improve even d she is divorced through a 
pnKcss of thrci' pionouncemcnts in three 
months What is l.ir more relevant to 
women is that both law and custom 
recognise her rigbi to be maintained even 
aftcidivoice,,utdhci belongings and ‘mchr’ 
IS returned to her promptly, and she is not 
dispus.sessed fiom her malnmonial home 
when she is ilivou-vl 
The ra>nd> ( .nuts Act is another ex¬ 
ample of how specificity of minorities is 
overkHiked when legislations are framed. 
The family courts weie meant to provide 
speedy, informal ,ind inexpensive fuiums 
to settle ni.iirimoni.il disputes. But in 
Bombay then iiiiisdictKin is limited to 
Hindus and those inained under Special 
Martiages Act The luiisdiction over mat- 
nmonial disputes ot minorities is retained 
with the high I ourt whore the procedures 
aic expensive .ind l.n more tcchmc.d. This 


has resulted in an increasing number of 
women turning to qazis and maulvis for an 
amicable settlement under the customary 
form. 

While holding such divorces as invalid, 
the state has not made any provisions for 
quick rcdressal within formal court proce¬ 
dures. The situation for a Muslim woman in 
Bombay today is that .she has to approach 
the family court for maintenance under 
Section 125 of Cr PC while her marriage is 
subsisting. It she also wants a divorce, she 
has to file under the Dissolution of 
Muslim Marriages Act in the high court. 
A.s soon as she obtains a decree of 
divorce, her right to maintenance under 
Section 125 Cr PC is forfeited. At the end 
ot It, in Older to claim her belongings, 
mehr and maintenance during Mddat’ 
period, she has to approach the magis¬ 
trate’s court under the Protection of 
Muslim's Act. All this under the state- 
enacted legislations which claim to 
uphold the dignity of Muslim women. 

'I'hc issue of validity of triple talaq was 
not challenged by the woman concerned in 
her writ petition. The opposing party was 
not her husband but the state authorities. It 
IS pertinent to note that not just the advo¬ 
cates of Khatoon Nisa and Rahmatullah and 
the amicus curae assisting the court, but 
even the advocate general appearing for the 
stale had pointed out to the judge that since 
the issue of triple talaq had not been chal¬ 
lenged, the judge had no authority to decide 
this issue. Perhaps it needs to be pointed out 
that the advocate general, Bhatnagar, who 
represented the state is not a Muslim. In 
fact. Bhatnagar had to pay a heavy price. 
The Avadh bar association passed a resolu¬ 
tion to suspend the advocate general for his 
comments against the judgment.^ 

While the Allahabad judgment has held 
triple talaq as unconstitutional in a matter 
where constitutional validity of the issue 
was not even challenged, in several cases 
wheie constitutional validity of discrimina¬ 
tory personal laws was challenged the court 
had either skirted the issue or upheld the 
discriminatory provisions. 

In 1983, the Andhra Pradesh High Court 
had held that the provision of Restitution 
of Conjugal Rights (Section 9 of the Hindu 
Marriage Act) as unconstitutional as it 
violated the right to privacy guaranteed by 
Article 21 of the Constitution.’ But sub¬ 
sequently the Delhi High Court diverged 
from this judgment and held that the pro¬ 
vision serves a useful purpose of reconcil¬ 
iation. It IS interesting to note the com¬ 
ments of the judge; "Introduction of con¬ 


stitutional law in the home is most in¬ 
appropriate. It is like pushing a bull into a 
China shop. It will prove to be a ruthless 
destroyer, of the marriage institution and 
all that it stands for. In the privacy of the 
home and the married life neither Article 
21 nor Article 14 has any place.”^ Sub¬ 
sequently, the Supreme Court upheld this 
judgment and overruled the Andhra 
Pradesh judgment.’ 

The Allahabad judgment also assumes it 
an essential requirement diat the couple 
should have a separate residence. In fact, 
our demand today is diat a woman should 
have a right to reside in her matrimonial 
home. Most women are claiming their right 
to reside in the matrimonial home along 
with their petition for divorce. What would 
be the implications of this judgment for 
such petitions? 

The press has compared this judgment to 
the judgment in Shahbano’s case. The com¬ 
parison is limited only to its discussion of 
Islam and Muslim personal law. Bat while 
Shahbano had herself approached a court 
for reliefs and had gained personally from 
the judgment, Khatoon Nisa has been de- 
pnved of her land. 

I'hc judgment does not question the dis¬ 
criminatory aspects of the Land Ceiling 
Act. The practice of clubbing a woman’s 
property and treating it as the property of 
the man is detrimental to women’s rights. 
The assumption is based on the premise that 
husband and wife are one unit and this unit 
is of a permanent nature. After the property 
is acquired, if the couple are divorced, will 
the couple be entitled to reclaim their prop¬ 
erty from the state? The act also provides 
two additional hectares of land for each 
adult son but no such benefits are provided 
for adult daughters. The act presumes diat 
either women are not capable of owning 
property or property is of no concern to 
adult females. With his preoccupation with 
the position of rights of women under per¬ 
sonal law, the judge has failed to examine 
the discriminatory aspects of the Land Ceil¬ 
ing Act. 

Notes 

1 Leela Mahadeo Joshi v Mahadeo Sitarim 
Joshi, AIR 1991, Bombay 105. 

2 The runes of India (Bombay). Aixil 19, 
1994, p I, ‘Avadh Bar to Suspend Advocate 
General’. 

3 T Sareeta v T Venkatasubhiah, AIR 1983, 
Andhra Pradesh 35. 

4 Harvinder Kaur v Hanmender Singh. AIR 
1984, Delhi 66. 

5 Saroj Rani vSudarshan Kumar Chaifiia,AlR 
1984, SC 1562. 
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nSCO Prtvatisadon: The Real Issue 

AKRoy 

The real issue in the privatisation of IISCO is not economic or technual, 
but political and so has to be faced politically as part of our struggle for 
economic independence against the neo-colonial assault in the new 
unipolar world 


THE proposed pnvatisation of the Indian 
lion and Steel Company (IISCO) has be 
come a matter of public controversy This 
Burnpur-based histone iron and steel com 
plex in West Bengal came to the public 
sector alter becoming sick in private hands 
It IS now to be handed over to a pi ivate party 
again As per the decision of the govern 
ment, the management of this concern will 
be entrusted to the Bombay based com 
pany, Mukand However, the bill brought 
forward in the Lok Sabha in the last session 
to give legal shape to this proposal had to be 
withdrawn after lacing stiff opposition and 
IS now under consideration before a stand 
mg committee Ilie ruling Congrcss(I) has 
an absolute matority in the house and so 
withdrawing a bill at the introduction stage 
IS something unprecedented suggesting a 
division in the party itself The labour wing 
of the Congressd), the INTUC has raised 
the banner of revolt on this issue In the 
:ountrywide strike in the public sector steel 
.ompanics on September 7, 1993, officers 
lent their support to the workers, though 
tormally the two tread opposite paths All 
hese developments raise doubts whether 
he IISCO privatisation move is realiv m the 
nierests of the nation 
In 1975 when the goal of self-reliance 
Alas at least kept on paper, the target of steel 
iroduction by 2000 AD was shown as 
100 mn tons in a white paper In the 80s 
liter the appearance of the IMF, the target 
.ame down to 35-40 mn tons Now in the 
>0s we are to be satisfied with prcxluction of 
12-25 mn tons No new steel plant is coming 
ip in the Eighth Five Year Plan and the 
imphasis of modernisation of the existing 
ilants IS on curtailment of manpower and 
lot on increasing production There is much 
loise about over-staffing of the public 
ector steel industry (2 25 lakh employees) 
ind excessive cost of production, though 
vages and salaries constitute only 13 per 
:ent of the production cost, the rest being 
aw matcnals (29 4 per cent), stores and 
pares (21 per cent) depreciation (12 per 
ent) maintenance (9 5 per cent), fuel (8 4 
ler cent) and interest (6 5 per cent) Many 
i/ould be surprised to know that Amencan 
teel IS costlier than Indian By exporting 
lOmn tons of good quality iron ore to 
apan, India gets Rs 600 crore which could 
e obtained by exporting only I 5 mn tons 


of steel So to remain an exporicr of non oic 
rather than of steel is against our national 
interest 

All these only add to out apprehension 
whether the plan lor IISCO privatisation 
has come as a move to throttle the futuic of 
the Indian steel industry as a whole spec lal 
ly in view of the many unanswerable parts 
in that plan lISfO like FISCO is a com 
plete industrial complex with its steel lac 
tory, iron ore mines, colleges colonics 
offices, even airstrips sptead over at least 
three states West Bengal Bih.ir and Orissa 
Its production capacity is I 2 mn tons of hut 
metal (crude iron from the blast furnace) 
but in 1992 93 production was 0 K6 mn Ions 
yielding 0 428 mn tons of pig iron and 0 398 
mn tons of steel even with two of iis four 
blast furnaces damaged and not rcpaiicd 
On March 3, 1993 there were 32 414 
persons on the rolls 19 563 n the steel 
fectory On February 14 1972 when IISCO 
was taken over thete was a solid assurance 
in parliament given by the then steel mtnis 
ter Mohan Kumaramangalam that this his 
tone concern would never be handed ovci 
to any private party, that its incorporation in 
SAIL was irreversible and ihat the plant 
would be renovated increasing its capacity 
to 2 5 mn tons Kumaramangalam is dead 
and so apparently is his promise 

It IS well known that economic produc 
tion of steel requires optimum use of capa 
city and low consumption of coke and cner 
gy The old and long neglected IISCO was 
behind in all these respects While to pro 
duce one ton of hot metal the coke icquired 
(coke rate) is 0 644 ton in Bokaro, 0 682 ton 
in Bhilai, 0 70 ton in Kourkela, 0 716 ton in 
TISCO and 0 856 ton in Durgapur, for 
IISCO It IS I 027 In foreign countnes Che 
figure is much less—Japan 0 485, IfS 0 525 
and UK 0 557 The high coke rate in 
India is mainly due to the high ash content 
of Indian coke of between 18 and 22 per 
cent, while that outside is only 7 to 8 per 
cent Similarly, while in foreign countries 
the energy consumption per ton of steel is 
4-5 giga caloncs, the average in India is 

9 giga calories and that in IISCO is above 
12 giga caloncs Reducing the cuke rate by 

10 kg reduces the cost of production of steel 
by Rs 19 per ton It the coke rate of IISCO 
IS brought at par with TISCO there would 
bcasavingofRs600pcrtonand Rs SOcrorc 


per year, i e, IISCO would show a net pro^t 
of Rs 20 crore after wiping oft tlie present 
loss 

So there is no dispute about the need for 
imxlernisation of IISCO In 1988-89 the 
government also decided to laisc its capa¬ 
city to 2 5 mn tons and a mrmotandum of 
understanding (MtTU) was signed and 
Rs 200 ciore spent on icpamng and reno¬ 
vating some parts of the plant creating 
great enthusiasm among the workcis which 
enabled cash losses to be eliminated in two 
successive years Howevir controversies 
stai led on who would do w hat how it would 
be done (and who would pocket the com¬ 
missions*) I irst It w is decided to hand 
over the |ub to a Japanc sc c onsoi Hum which 
would scrap the whole old plant ind replace 
It with a new cine on a tiiinkiy basis As 
there was no lolc loi indigenous techno- 
log) It w.ts not liked I'v the Janata Dal 
governnunl headed In V P Singh I hen 
Dastur and Co steppe el III giving i compro¬ 
mise scheme re pi icing some puts and re¬ 
taining the lest In both cases the cost 
envisaged was Rs 6 (KM) 7 (KK)c tore^d the 
time span 6 / vcais Many other exercises 
were earned out but ciiiiously SAII was 
bypassed though IlSr () be longed to SAII 
and SAII with its dcsipi and planning 
organisation Ml A( ON was best suited to 
handle the job is is bung demanded by the 
trade unions todav and is has been proposed 
by the consultitive committee ot parlia 
mcnl on the steel minisiiy only iccently 

The V P Singh ministiv tell without tak¬ 
ing a dee ision on IIS( e> mode misation and 
the Naiasimha Kao uo.ernmcnt launched 
Its new economic polie v e harnpioning the 
cause of piiv alls iiion So ihe i atlicr MOU 
wasctuiccllcdanditw isdi eided to handover 
Ihe entire Rs 15 (KK)etoic worth property of 
IIS( O to the Ilomb.iy based strap mcller 
company (mini steel pi ml) Mukand icviv 
ing memories of Ihe D ila episode in UP 
Apart from the (act that both MEACON 
and Dastur hav c held Mukand s proposal to 
be defective and unpraciicai Ihe people arc 
wondering whether this is the beginning of 
the end ot the Rs 1 16 OfK) crore public 
sector The only reason lor privatisation 
given by the government is the lack of 
funds, the other altcmalivc being going to 
the BIPR It is true that the Planning Com¬ 
mission has reduced the demands of the 
steel ministry from Rs 24,000 crore to 
Rs l4,0{)0eroic{SAII s Rs 19 500crore to 
Rs I2,0{X) ctore) and now SAIL is to pro 
ceed with its Rs 6 5(8) croic modernisation 
from Its internal resources only But it is 
also true that the modernisation of the 
Bhilai Durgapur and Roiirkcla steed plants, 
each costing Rs4(M)0 5 (KK)t tore is at the 
final stage and Bok uomodemis<ition would 
cost only Rs 1 625 croo So soon SAIL 
would be loll with no majoi |obs What 
will Its design and eonstiuction experts and 
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workers bextoing*’ Would MEACON go the 
HinduMan .Steel Construction (HSCl) way ’ 
What IS moie the annual turnover o( SAIl 
IS around Rs 12,000 trore while that ot 
Mukand is Rs 600 cron. So it the latter 
could manage to raise funds of Rs 1 5(X) 
croic for niodernisation ot lISf'O why not 
SAIL ’ It the funds arc to be raised Iroin the' 
market or taken from banks, why should 
SAIL lag behind' 

Many steel enperts have proposed a strat 
egy ot phiscd modernisation ot IIS('0 
According to one such plan, there would be 
a Phase I programme involving Rs 4(K) 
ciore foi revamping the boilers, the power 
plant and other critical equipment to get one 
million tons of hot metal Phase II would 
cost Rs I S(K) crore to provide I D con 
verters oxygen plants extia captive power 
to yield 1 S mn tons ot hot metal There 
would he a Phase III, with a similar invest 
ment, foi setting up raw material yards a 
sinter plant and additional blast lurnaces to 
produce I S mn tons of steel and 0 6 mn tons 
ot pig iron Mukand would also follow a 
phased programme spending practically 
nothing 111 the first two years 

What IS surprising is that the proposal tor 
pnvatisalion ot a premier steel plant has 
come when Indian steel has attained matu 
nty to compete in the world steel market 
and the public sector has demonstrated 
better performance than the private sector 
in steel marketing There is a recession in 
the world steel market and world produc 
turn which was 786 mn tons in 1989 came 
down to 7T3 mn tons in 1991 Steel factories 
are retrenching workers on a large scale in 
the US, UK, Germany and even Japan The 
US has already levied an anti-dumping tax 
of 48 2 per cent on some types of Indian 
alloy steel to save its sagging markets, 
while dumping the Indian market with stain¬ 
less steel at exceptionally low prices tidung 
advantage of the lowering of customs duty 
from 170 per cent to 85 per cent The 
onslaught would be more this year with 
customs duly further lowered to 65 per cent, 
threatening to make our alloy steel plants 
sick and then pushing them to privatisation 
if the first test with IISCO proves success 
ful But even in the midst of such an un 
friendly situation and despite all the corrup 
uon and waste, our public sector steel in 
dusiry is showing improved performance 
Capacity utilisation, which was below 70 
per cent in the 70s and around 80 per cent tn 
the 80s, now exceeds 95 per cent SAIL has 
yielded profits for the last nine years con 
tinuously In I992-9T when TISCO’s profit 
got reduced from Rs 214 56 crore to 
Rs 127 17 crore, SAIL’s profit increased 
from Rs T65 72 crore to Rs 42T TO crore In 
1993-94 also SAIL’s production rose but 
not overall production of steel in the coun 
try which was around 15 mn tons much 
below the target of 17 4 mn tons, as the mini 


steel plants in the primary sector, contribut¬ 
ing 35 per cent of production, were affected 
by the global and domestic recession 
Acciading to a recent report out ot 178 
mini steel plants in the country 73 arc lying 
closed rendering more than 10 000persons 
jobless Instead ot managing a major steel 
plant like IlSf O why not Mukand be en 
Ousted With managing some of the other 
mini sici'l plants in the country ’ Moreover, 
what are Mukand's special qualifications 
except that it has a collaboration arrange 
nient with a Netherlands based concern, 
HcMigovcns' People ask how a scrap melt 
mg company which has never handled an 
integrated steel plant he entrusted with the 
miKlcrnisation of IISCO and with raising its 
production toosci 2 mn tons 


There is no convincing reason, economic 
or technical, tor privatisation of IISCO and 
del imtcly not for handing itover to Mukand^ | 
This will serve only the interests of the west ' 
which wants that India should remain an 
iron ore cxportci and a steel importer It this 
year's budget is any indication with the 
increase ot excise duty and lowering ot 
customs duty on steel products, the whole 
of SAIL may go the IISCO way and then 
slowly TISCO would also follow The 
IlSCO-to- nSCO cycle would then be com 
plete tor the Indian steel industry So the 
issue IS not economic or technical but in 
tensely political and so bas to be faced 
politically as a part ot our struggle tor 
economic independence against the neo 
colonial assault in the new unipolar world 

4 


PUNJAB 

NHRC and Human Rights Molation 

Sucha Singh Gill 

In view of the advisory nature of the national human rights (onmiission 
and the unhelpful attitude oj the state and < ential administration the 
c ommi \ Sion may not he able to fulfil the task expei ted of it 


WITH the installation ot the Cungress(l) 
government in Punjab in February 1992, led 
by Beam Singh, the chief minister, the 
militancy began to be controlled at a fast 
pace and most of the teironst cadres and 
leaders within the country either have been 
killed in police ‘encounters’ or have been 
arrested Consequently, terrorist guns have 
nearly been silenced almost for a year or so 
But the extraordinary powers given to the 
police and sccunty forces remain with them 
even now Similarly, a large number of 
draconian laws led by the notorious TADA 
have also not been withdrawn The psyche 
ot the secunty forces of being at war with 
the terrorists and hence being in a pnvi- 
leged position to use and abuse the law in 
the larger interest of securing and sustain¬ 
ing peace in the state has brought forward 
several cases ot brazen violation of human 
nghts of people in the region in the post- 
terronst violence phase There are many 
such reported cases where even elected 
representatives in the state assembly, even 
those from the treasury benches, aii help¬ 
less before the police force The failure of 
political process to check police excesses 
has led some affected persons to knock at 
the door of the courts and opposibon lead¬ 
ers and the democratic nghts activists have 
sought the help of journalists to highlight 
such cases in the press 
The intervention of the Supreme Court 
saved a lawyer couple from illegal harass¬ 


ment One of the lawyers is a daughter of a 
former deputy commissioner ot Hoshiarpur 
district who was getting married crossing 
caste and religious barriers against the 
wishes of her father The Punjab and 
Haryana High Court intervened recently to 
restrain the SSP of the Ludhiana distnet 
who was trying to settle personal old scores 
with an influential businessman family of 
the city Sensational press exposure of the 
police killing of a lawyer family at Ropar 
and of a young boy of Valtoha (Amntsar) 
led to handing over the cases to CBI for 
investigation The concerned police offi¬ 
cials, threatened with arrest, had to secure 
pre-arrest bail from the courts The high 
court also intervened in the case of women 
whose foreheads were allegedly tattooed 
‘jcbkatns’ (pickpockets) by the police Apart 
from these well known cases, several other 
such cases have been reported in the ver¬ 
nacular press, and have been highlighted by 
human and democratic rights acuvists and 
leaders of the opposition parties 
The growing number of cases of human 
nghts violation by the police being brought 
to the courts and several others being re¬ 
ported by the press, in*the face of the claims 
by the state government that militancy has 
b^ completely curbed, prompted National 
Human Rights Commission to visit Punjab 
and Chandigarh from Apnl 16 to 20,1994 
The commission team consisted of five 
members headed by R N Mishra, the retired 


1172 


Economic and Poittical Weekly Mey I4» 19M 



chief justice of India. The state government 
and the ruling Congres&(l) attempted to 
create an impression that there was no vio¬ 
lation of human rights by the police in the 
state Their effort was to impress upon the 
commission that the only source of such 
violation were the terronsts who have been 
silenced, and that all is well in the state 
Initially, they allowed to meet the commis¬ 
sion only those individuals and delegations 
who held opinion similar to that ol the 
ruling party The government did not 
publicise the visit of the commission to the 
state in advance test many complaints should 
come forward The commission reportedly 
took serious note of this fact But with the 
publication of the news that the commis¬ 
sion will be holding its sittings at 
Chandigarh, Ludhiana, Jalandhar and 
Amritsar for one day at each place, a large 
number of individuals and delegations came 
forward to lodge their complaints 

The commission could get evidence of 
human rights violation during its first sit¬ 
ting Itself at Chandigarh on April 18 A 
woman, whose seven relatives, including a 
two-year old child, were taken away by the 
state police and were not traceable, was 
illegally detained by the police when she 
Uied to appear before the commission Ulti¬ 
mately, the case came to the notice of the 
commission and the chairman of the com¬ 
mission R N Mishra had to intervene to get 
her released from the illegal police custody 
In another case, the day the commission 
amved at Chandigarh on Apnl l7agroupof 
drunkard policemen, during late hours, 
reached a dhaba at Zirakpur, a small town 
situated on Rajpura-Chandigarh road, in a 
police gypsy TTicy went on rampage, beat 
up the workers, the owner and some cus¬ 
tomers present at dhaba, damaged the furni¬ 
ture and threw away the eatables They also 
kidnapped three persons, including the 
dhaba owner, “to teach them a lesson” 
They were imiated that on an earlier occa¬ 
sion these policemen and their guests were 
not attended to properly (free of cost) by the 
owner The report of this incident was 
flashed by a local English daily on the day 
of the first sitting of the commission at 
Chandigarh 

The Ludhiana sitting of the commission 
must have been an eye-opener for the 
members o( the commission One Sat Paul 
Gosain, who wanted to produce before the 
commission two girls whojiad been al¬ 
legedly raped by policemen, was not al¬ 
lowed to do so by Congressmen and the 
distnet administration He ultimately raised 
slogans against the commission and could 
manage to meet the chairman in the com¬ 
mittee room when the sitting of the com¬ 
mission had wound up Gosam learnt later 
on that the commission had not refused to 
meet him It was at the same time that 
Tarsem Jodhan and Vijay Sathi, CPM and 


Janata Dal MLAs, respectively, reached the 
committee room, followed by Congress (I) 
men including some councillors of the 
municipal corporation There was a heated 
exchange ol woids fur sometime During 
the day-long sitting of the commission, 
delegations and c omplainants were not freely 
allowed to meet it They were stopped by 
the police and were asked to first meet the 
fxilitical secretary of the chief minister to 
ascertain what they wanted to talk to the 
commission In the case of inconvenient 
delegations, they were not at all allowed to 
see the commission 

There was a disturbance during the silting 
of the commission when a delegation led by 
CPM Kisan Sabha state president w,is 
lodging acomplaint relating to alleged beat 
ingofCPMMLA Tarsem Jodhan A group 
of Congressmen .md some liquor contrac 
tors tried to disrupt the proceedings of the 
commission It was on the intervention of 
the commission members that the Con 
gressmen were made to leave the room and 
the CPM delegation was able to speak to the 
members about their complaint related to 
the beating up ol the paity MLA by the 
political secretary ol the chief minister in 
the circuit house at Ludhiana on April 17 
Janata Dal MLA, Vijay Sathi told the >e 
porters that he was prevented by Congress¬ 
men from meeting the commission and was 
asked to meet first the political secretary of 
the chief minoier He also disclosed that 
several other persons were given the same 
treatment and wetc not allowed to present 
their complaints to the commission 

A large number ol individuals and dele 
gabons of common people, other than those 
of political parties, could also not meet the 
commission due to the interference by the 
police I he commission had fixed its su 
tings in ‘circuit houses’ of the state at 
Chandigarh, Ludhiana, Amritsar and 
Jalandhar cities The police converted these 
circuit houses into fortresses under the pre¬ 
text of providing sec urity to the members ol 
the commission and created many hurdles 
for non-party individuals and delegations 
Knowing that many such persons would 
complain against the police, the latter did 
not allow them to come near the commis¬ 
sion 

As there were a large number of persons 
who wanted to present their complaints and 
express thcirgnevances personally, the com¬ 
mission did not have time to meet all of 
them A large number of persons came 
forward to tell the commission the story of 
their woe and braren violation of their 
human rights They made serious efforu to 
file their complaint with the commission A 
woman from Sangrur distnet could not 
meet the commission at Chandigarh and 
Ludhiana, and was finally successful in 
doing so at Amritsar Finding their effort 
going waste, people unitedly raised their 


voice through slogan-shouting and attrac¬ 
ted the attention of the commission at 
Amntsar The chairman and other members 
of the commission then addressed the 
people and asked them to submit their com¬ 
plaints in writing at Amritsar or at Delhi as 
It was not possible to meet every one due to 
paucity of time An assurance was given to 
the gathering ih.ii the complaint of every 
one would be atic nded to and the aggrieved 
parties would bi replied or given an ap¬ 
pointment to see the c omniission 

A tnajonty ol the complaints tiled related 
to poll! e excesses fhcrc were a large num¬ 
ber ol cases of individuals missing' after 
their cniest b> the police Iheir relatives 
complained ili.ii du v had been killed in 
police ciistmiv ihioiii’h excessive torture or 
in l.ikc police ciicounteis The cases of 
harassment of women custodial rapes and 
harassment of i hildreii and political oppo¬ 
nents were brought before the commission 
Some complain.ints also biought to light 
specific cases ol kidn.ippings extortions 
and land grabbing by the members ol the 
police force The Akali delegations raised 
their voice lot the liundieds of 1 ADA de¬ 
tainees, without any regular cases, for the 
last live to seven ve<us and cxcupation of 
houses of killed militant leaders by the 
police and iheirconversion into police posts 
The polite w.is accused of helping influen¬ 
tial Congress leaders to giab pi ivate proper¬ 
ly and capture power in panchayat elections 
by not allowing opponents to tile nomina¬ 
tions 

Another set of complaints was related to 
the apathy of the state government and non- 
fullilmentolspeciliccommitments Alarge 
number of women whose policemen rela¬ 
tives were killed in light against militancy 
had not been given announced benefits in¬ 
cluding government job to the next relative 
Similarly, ‘evcral women complained that 
families who had been victims of the ter¬ 
rorists had yet to ec t announced compensa¬ 
tion 

Several dclce.itions complained that ex¬ 
tra legal powcis given to police to deal with 
the terrorists continue to be with them in " 
spite of the end ol the terronst violence * 
TTiey stressed that in view of the gross 
misuse of thevc powers they need to be 
withdrawn immediately and guilty police j 
officials need to be punished It was also 
stressed that the distrii t police be brought 
under the civil administration of district 

People who cl.ucd to present their com¬ 
plaints, risking hostility of powerful police 
officials, expect concicte action on their 
complaints fiom the commission At the 
same time, ihev expect protection from 
possible retaliation by the police officials 
For this purpose each case has to be inves¬ 
tigated independently by the investigation 
team of the commission which has not as 
yet been set up It was stated by the chair- 
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imui of tfie commission dial such a team is 
in the process of being set up. If the com¬ 
mission proves to be helpful in giving relief 
to the victims of human rights violation, its 
credibility will he established in the eyes of 
the common man. The least the commission 
can do is to immediately direct the state 
government to restrain the police, withdraw 
extra legal powers given to them and bring 
them under the control of civil administra¬ 
tion. This assumes importance in view of 
the opinion of the chairman of the commis¬ 
sion which he expressed when the chief 
minister met him. The chairman has been 
quoted as having said thitf. “with the 
normalisation of the situation in the state, 
the commission would like to see the police 
returning to normal policing”. But in due 

BIHAR 


course the commissirm must become in¬ 
strumental in getting punished the violators 
of human rights, whatever their social or 
political status may be. 

This will help in restoring confidence of 
human and democratic rights organisations 
in the state. The co-operation between the 
commission and these organisations can go 
a long way in checking violation of human 
rights by the state machinery entrusted with 
the task of enforcing the rule of law. Any 
laps^ on this count will further shake the 
contldence of the people in the working of 
the institutions in the country. In view of the 
advisory nature of the commission and the 
past attitude of the state and the central 
administration, the expected task appears to 
be quite daunting. 


New Dynamics of Agricultural 
Workers’ Struggle 

Mukul 


Agricultural workers in Madhapur Mock of Madhuhani district of Bihar 
are successfully organising themselves to demand minimum wages from 
landowners. 


“SINCE July-August 1993, the Mushhar 
agricultural labourers of the village are 
facing the wrath of total boycott by the 
landowners. We were getting only 1.5 kg 
paddy husk for a day-long work. But when 
we organised ourselves, demanded a little 
more and called for a bandh, the landowners 
retaliated like this”—so narrates Ramesh war 
Sadai, an agricultural labourer of Hashauli 
village in Madhapur block of Madhubani 
district, revealing a new, unfolding situa¬ 
tion in various villages of northern Bihar. 
Not only Hashauli, but other villages in the 
same block, too, like Nandanvan, Navlakha, 
Vindeshwar, Mushhari, Kheri, Khashyam, 
Rahuwa Sagram, Bheja Fakirana, are wit¬ 
nessing for the first time a major dispute 
over payment of minimum wages to agri¬ 
cultural labourers. 

Behind this issue lies a deep socio-polit¬ 
ical polarisation, which is taking place in 
the remote rural hinterland of Bihar. On the 
one hand, even the most downtrodden castes, 
like Mushhar, are organising themselves 
together with the agricultural labourers of 
other backward castes, like Mandal and 
Yadav. On the other hand, the landowners, 
who are all from forward castes, are not 
ready to accept this and are conspiring to 
crush the labourers. 

Thus, in the months of January and 
February 1994, many Mushhar labourers 
received anonymous, threatening letters. 
Nasiblal Sadai reads one such letter; “Now 
the last time has arrived. This is our final 


statement. Bloixiy holi will take place. You 
have leached your last stage". 

Though it all started in Madhapur with 
the formation of Lok Shakti Sangathan, a 
mass organisation working primarily among 
the Mushhars, the socio-political scenario 
dominated by Laloo Yadav regime seems to 
be a constant reference point for the con¬ 
tending parties. The Mushhars, Mallahas, 
Yadavs and Mandals feel a sense of 
.security and hope, even though the slate 
government has not done anything to en¬ 
force the Minimum Wages Act or to resolve 
the conflict. And the forward caste land- 
owners hold the Laloo Yadav government 
to be primarily responsible for creating 
these types of disturbances. 

Hashauli is a remote Mushhar village, 
almost 4 km away from any road or regular 
transport. All the SO families of the village 
are totally landless, and dependent on agri¬ 
cultural work, available in Bhagwanpur vil¬ 
lage. This village is dominated by the for¬ 
ward caste landowners who own vast amount 
of agricultural land in the area. Only one 
adult Mushhar is skilled in carpet weaving 
and has recently come back from Varanasi. 
The male workers do the main agricultural 
work, like ploughing, sowing, harvesting, 
and the female workers do the supplemen¬ 
tary work, like carrying the crop load, 
taking care of crop, cleaning the field, etc. 

The.sc Mushhar families are one of the 
worst victims of socio-economic exploita¬ 
tion in the rural set-up of Bihar. Deprived of 


land and other productive resources, tfiey 
areatthe mercy oflandowners for their day 
to day survival. Their poverty and helpless¬ 
ness is strengthened by beliefs such as that 
Mushhars in Bihar eat rats and snakes to 
feed themselves. Hashauli village is a 
typical example of Mushhars’ plight, 
where thej^ are continuously being denied 
even the minimum legal and democratic 
rights. In 1978 and 1981, altogether 24 
Mushhar families were given ‘pattas’ of 
land, but they are not in a position to take 
possession of that land even today. The 
common and government land in the village 
is under the control of landowners. 
Kaushalya Devi and other women complain 
that they have been beaten up and humiliat¬ 
ed a number of times by the landowners. 
The villagers allege that the landowners 
murdered one, young, Jhamalo Yadav who 
tried to organise the Mushhars and other 
backward communities in the 80s. 

The payment of minimum wages to the 
agricultural workers is the most burning 
issue today in Ha.shauli. The Bihar govern¬ 
ment has fixed the daily minimum wage of 
agricultural labourers as Rs 24.50, But in 
Hashauli, the Mushhars are getting l.S kg 
paddy husk, wheal or maize for a day-long 
work, which comes to Rs five to eight. No 
other benefits arc being given. 

Deepak Bharti, convenor Lok Shakti 
Sangathan, explains (hcissucin Jhanjharpur: 
“The conditions of an agricultural labourer 
are pathetic, since he is getting such meagre 
wages since the last 10 to IS years. But we 
have not demanded the government wage 
rate and are only asking for a daily wage of 
3 kg paddy husk, wheat or maize. This will 
only cost Rs 12 to 15. The rationale for this 
demand comes from the specific situation 
of the area. Every year floods come in the 
area and destroy most of the crop. Thus the 
landowners are also suffering. In this situa¬ 
tion there should be a workable rate of 
minimum wage by which agricultural 
labourers can survive and landowners can 
also continue.” 

The landowners are not ready to accept 
this workable rate and complain about care¬ 
lessness, lethargy and limited working hours 
of agricultural labourers. Chandrakant Jha, 
mukhia of Bhagwanpur village, says: “We 
are not going to give 3 kg wage. We cannot 
bear this burden, and above all, the Mushhar 
workers arc working for very few hours. 
They are not delivering the goods. Their 
ways of demanding higher wages are also 
not acceptable to us, as they have suddenly 
decided on it and are now asking us to 
implement it.” 

Hashauli and the surrounding villages am 
in a constant state of tehsion and trauma 
since July 1993. When the Sangathan asked 
for an increase in the minimum wages and 
threatened with a bandh only, the land- 
owners aggressively decided on a total boy¬ 
cott of local labourers. The landowners are 
now hiring labourers from outside and in 
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their detpcrale need are even paying 3 kg 
wages to them. The labourers are being 
ttueatwied in huuiy ways and the land- 
owneiB SR imposing various restrictions to 
^ break their struggle. The cattle belonging to 
Mushhars are not allowed to go in the open 
fields and lands of landowners. They ate not 
allowed to use some of the common ways 
which pass near the houses of landowners. 
The upe of tanks and wells is also being 
heavily restricted. Some stray, violent in¬ 
cidents have taken place between the land- 
owners and agricultural labourers, but they 
were controlled within a short span of time. 

The Mushhar agricultural workers and 
their Lok Shakti Sangathan have success¬ 
fully organised protest during the last nine 
months. Facing a boycott from landowners 
IS really difficult but the labourers are con- 
^nuing with their struggle and sometimes 
%ey go out to find some casual work. 

Hashauli has also initiated similar pro¬ 
tests in nearby Mushhar villages. Though 


Ae degree of protest is limited in other 
villages up till now, it is just the beginning. 
The most signifleant development lies in 
the fact that the agricultural labourers from 
the-nearby villagm are not working in the 
fields of Bl^wanpur. In some cases, they 
are actively j^ng the protest of Mushhar 
labourers. Even the Yadav and Mallaha 
agricultural labourers Bhagwanpur vil¬ 
lage have refused to woric in die fields of 
landowners. Kheli, the mukhia of 
Bhagwanpur Mallaha ‘toll’ and Dhyani 
Yadav, the mukhia of Yadav toll jointly 
assert; “We are not working. We will not 
work until the demands of Mushhars of 
Hashauli are settled.” 

The emergence of organisations like Lok 
Shakti Sangathan, the rising aspirations of 
the most downtro^en castes like Mushhar 
and the coming together of persons Kheli 
Mallaha, Dhyani Yadav and Surya Narayan 
Sadai are some of the notable dynamics in 
Bihar today. 


ANDHRAPRADESH 

Rising Son 

M Shatrugna 

The chief minister of Andhra Pradesh is attempting to use the Kumool by- 
election to project his son, Surya Prakash Reddy, into the political arena. 


THE Kumool Lok Sabha by-election, sched¬ 
uled towards the end of May, is likely to 
witness one of the most fierce electoral 
buttles between the Congrcssfl) and the 
Telugu Desam in the state. Money, muscle 
power, rampant misuse of ofticiai machi¬ 
nery, following the trend set in Nandyal 
by the ruling party, would mark the 
by-election. 

As expected, the Congress(I) nominee for 
the by-poll is Surya Prakash Reddy, son of 
the chief mini.ster. Though his name came 
up for ‘consideration’ several times, after 
the election of Kotla from Panyam assem¬ 
bly seat, the chief minister vehemently de¬ 
nied every time that his son would be the 
rongress(l) nominee. Not only that. To give 
a modicum of legitimacy and 'popular' 
backing to Surya, an AICX!? team headed by 
Janardhan Poojari and A K Antony visited 
the state ‘seeking' the ‘opinion’ of the 
partymen and legislators on the nomination. 
The moment the team had left Hyderabad, 
Surya’s candidature was announced giving 
cre^nce to the dissident’s charge that the 
exerciR was only a formality. The AICC 
observers seeking the opinion of the partymen 
itself was a big joke. Gate crashing, jostling, 
exchange of abuse between warring factions 
and downright rowdyism, which have been 
the standard Congress(I) meeting prelimi¬ 
naries, marked the observers’ visit. Various 
factions in the party led by the supporters of 


foimer chief minister Jalagam Vengal Rao, 
former union ministerPShiv Shanker.Tamil 
Nadu governor Marri Chenna Reddy, ‘BCs’ 
group led by the former minister K E Krishna 
Murthy who had defected to the Congress(I) 
before the 1989 poll from the TDP, ‘gave’ 
their opinion backed by hundreds of their 
vociferous followers. Added to this comic 
opera was the group led by the former chief 
minister N Janardhan Reddy, presently un¬ 
employed after his sack two years ago. Not 
to be left alone, even Bhuvanam Venkatram 
(Reddy), who cannot even win his own seat 
in any assembly constitutency in the 
state, had made a beeline to meet the AKX 
observers. 

The chief minister marshalled the ser¬ 
vices of his ministers led by K Rosiah. 
Muscle and lung power was provided by his 
lieutenant minister P Janardhan Reddy and 
Youth Congrc.ss president Sudhakar Reddy. 
Surya Prakash Reddy, whose only quali¬ 
fication is that he is the son of the chief 
minister, has no political background 
whatsoever. As expected, he filed his nomi¬ 
nation papers followed by a host of minis¬ 
ters, MLAs and partymen. His supporters 
came from all castes, ranging from the 
landowning Reddy community to Ae SCs, 
the multicaste alliance mirroring the pre¬ 
sent-day electoral politics. They managed 
to ensure the presence of even a Muslim 
minister. 


Compared to Congtess(I), the TDP show 
of strength was mo^rate and more sober. 
S V Subba Reddy, the vice-president of the 
state TDP, is the ofFiciai nominee. The TDP 
nomination ritual was led by the general 
secretary Nara Chandra Babu Naidu who 
was followed by a score of legislators and 
MPs. In addition to their own folk, the TDP 
managed to get the attendance of CPI(M) 
MP Dhim Reddy Narasimha Reddy and a 
CPI leader of Kumool. In contrast, the BJP, 
the so-called third independent front, was 
nowhere in the picture. 

Kumool district has a chequered history. 
Till the end of the 18th century it was under 
the rule of the Nizam of Hyderabad. During 
that period the Bntish and the French alter¬ 
nated their military troops in the service of 
the Nizam. In 1800. the Nizam, both as a 
gesture of gratitude and as a ‘compensa¬ 
tion’ , grant^ the area south of Tungabhadra 
river to the Bntish. The four ‘ceded’ dis¬ 
tricts were Bcllary, Cuddapah, Kumool and 
AnantapOr. All the four districts have con¬ 
siderable Muslim population. Kumool as¬ 
sembly segment itself has substantial num¬ 
ber of Muslims. In the 1989asscmbry polls, 
the TDP Front had allotted the seat to the 
CPI(M). The Front candidate M A Gafoor 
had polled about 43,000 votes and the win¬ 
ning Congress(I) candidate 57,000 votes. 
Kumool Lok Sabha constituency has a mil¬ 
lion electorate with two lakh Muslim voters. 
Since 1971, barring the 1984 mid-term poll, 
the scat was always won by the Congressfl). 
Of the six elections held since then, Kotla 
contested lour times and had won thrice. 
Even during the 1984 poll he lost by a 
narrow margin. The constituency has seven 
assembly segments with two SC reserved 
seats. In the 1967 polls, the seat was won by 
Damodaram Sanjivayya, the first and the 
only scheduled caste chief minister of the 
state. In the latest state polls held in 1989 the 
TDP could bag only one of the seven scats. 
In the 1991 Lok Sabha polls, Vijaya Bhaskar 
Reddy polled about three lakh votes, 50.000 
more than the TDP candidate S V Subba 
Reddy, the present contestant. At that time, 
the BJP candidate had polled about 20,000 
votes and the rejected votes were a massive 
16,000. 

With 16 per cent SC population in the 
district, two SC reserved assembly seg¬ 
ments and a substantial Muslim electorate, 
and with the BJP out of the contest and the 
post-Ayodhya developments, it will not be 
an easy task for the Congress(I) to retain the 
seat. Specifically, much depends on the 
mood of the minorities and the dalits. 

The political outcome of the election will 
have a significant impact on the state assem¬ 
bly elections, scheduled six months away. 
While retaining the seat may not be a major 
political gain for thcCongre.ss(l), any credit¬ 
able performance by the TDP at the polls 
will help it to consolidate its presence in the 
Rayalaseema region for the ensuing as¬ 
sembly elections. 
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Designing Wood-Fired Cooking Stoves 
Where is the Woman? 

Mangala Subramani.u 

77je ‘appropriatenc \ of a itUmohf>y is to a large c xtent measured by 
how well It iotisjies t >< m-ids of the client in the case of the cooking 
staves of the rural uin Such an assessment of the needs and priorities 

of the rural woman 01 ie\pei t of m ood-Jiied cooking stoves is severely 
lacking 


ACCELFRATINCi deloit, 1 itioii <11 nuuh 
ofUic third world has bi 11 il\u t“l\ alltct- 
uig fragile soils c<Ul^ll I It ( sd |)ollu- 
Uonandulsorciiiltiiigin u )ti\( ttleiton 
aillilconeatth Ihclos^ >'t n t->liasbicii 
attributed to pressmes In u mwing |xii)U 
lations, laTid-lnoigr> sin il I mi><ci sand nii d 
households in searili Intlwotid nd 

forage There has at'In ' tun' bit 11 1 
trcmendousrespoiiscaiid m <■< Tnovpn.ssed 
over the issue Ihcpniuipil ausisolde- 
forcstalion base been sj ■ li l .1 the thrto 
symptoms ot populil iniwili and 

poverty-—shitting'cultiv il in lagiu ultuial 
conversion and Iuelwood r ithenng In addi 
tion.comnicicialexploitniion iiicluduig log 
gmg and land cle<iriiig to; 1 1 lies and ngri- 
cultural estates have also b xn identilied as 
causes tor loss ot torcsts 
Studies indiiate that < uls hilt ol the 
world's present pt^ulatn 11 'r c in rots ol 
aculehielwutxlssarcitvoidi ti<.it I \iiapoh 
tions indicate that up to thio billion people 
wall be living m such art 1 1 1 tin \e ir2<)00 
(Mambog 1984] Indi 1 ah' it 1 at" an extra 
ordinary challenge the , ipulation is cx 
pcctcd to touch I (KK) inillu <1 !>> Ilic mil ot 
the century 1 hus Indi i s ih m ind ha lood 
tlrewood lodderandbuilding niatciMls(hkc 
timbci)and various such puxhicts will giow 
by leaps and botuids |Agues it |989| He 
tween 19s() aiul I'tgt lotcsl aiul wtxxll ind 
areasdrop()cinSfx;i cent lilt cult <lAincitci 
and 24 per cent in Mik 1 I \ lorcsfat'cai 
rates aie csiiinated to be i ut 'iicly lii^^i 111 
countnes such as Niger b ns < o ist P iia- 
guay,llaitiiindl ISalvadis u 1 >i’<i>ssiich 
as Indonesia, Itra/il and (< 'tiiiibii tbit have 
large forest aieas art also '(>■- mg v ist tracts 
Many goveniments aiu' lul donors Iwve 
stepped in to addtess the pi obiem and much 
of the elTort has been comc'United on the 
supply side tree planting ptoiects Uc 
mandmanageinentdctivitic Imvc Ikxmi lack¬ 
ing and attempts at ptonii ting unproved 
energy enicicnt stovesaic stdl in the iniant 
stages However, whctlia it is the tree plant¬ 
ing schemes or the development and dis¬ 
semination ot im|irovcd models ot cooking 
stoves, involvement ol the IcKal [xipiilation 
has been side-stepped 
Tlic gcnenimcnt ol India lust aiticuldted 
a forest )x>hc> in I9S2 winch was only a 
modified vcision ol the piluy statement 


madeeailicr(lining Bntish rule According 
to the act the govcnimcnt has llie nglit to 
chaigc levy on timbci and forest produce in 
govcmmeiU and otliei lorests ITic 1 orest 
Policy l‘*g8 giscs higlier priority to envi¬ 
ronmental stabilib than to earning revenue 
and prefers mixed lorests But it wishes to 
lurUiil the rights mil concessions ol forest 
dwellers by reliUiig them to the carrying 
capacity oi loiesis I lie new policy read 
together with the 1 orest Conservation Act 
implies that the povenunent intends having 
exclusive lights to management and owner¬ 
ship over both non reserve and reserve 
foiest lands Hnlortunately, laws enacted by 
the central go\ emment have not been effec¬ 
tive in eitlicr checking encroachment onto 
forest aieas lor hielwood purposes, nor in 
checking private conlnictors wlio arc work¬ 
ing tor the tinilia based industries fhe 
cliectiveness ot policy both to create and 
piotcct forests and regulate its use has a 
direct iclationship to woodfiiel availability 
and use I1ic goyciiuncnt has, no doubt, 
realised that legisl ition passed to protect 
forest aieas m and ofilself, is not sufficient 
to ensure that wocxiliiel energy require- 
mciits arc met and that deforestation is 
adequately controlled Therefore, the cen¬ 
tral and state governments have become 
involved in several iclorestation programmes 
as also other mc.uis to mmimisc/optunise 
the use of woodlucl iX'inand management 
activities are lacking and attempts at intro¬ 
ducing and promoting use of improved 
models of W(X>d fired cooking stoves, on a 
laige scale, have not been successtui 

Imi'rovi n Cooking Stoves 

I tiorts have lxx:n made to design and 
disseminate improved models of ccxiking 
stoves in many countnes like Guatemala, 
India, Kenya, Nc-pal, Sn Lanka and West 
Africa Improved cookmg stoves have been 
looked upon as an unportant tool for reduc¬ 
ing tuclwcxxl consumption (and conserving 
energy), as also improving the health of 
women A major advantage could be b^tcr 
or complete cooking ot food and therefore 
bettcrnutntionfor the nicmbersot the house¬ 
hold hi (iiutcmala, many different forms of 
the 1 orena stove arc m use—^round, rcctan- 
guhir, square, I 01 1 shape fhere were 
about 20 stove |xograinmes in which the 


first levd mcluded laboretoiy tests and field 
tnalsmcontrolleddwellmgs Estimates made 
indicated that national stove coverage had 
reached 0 7 per cent of families (this is 
around 1982) [Caccres 1983] 

The cook stove or ‘jiko* mdust^' m Kenya 
is well-established and has been develop^ 
by small-scale entrepreneurs responding to 
local commimiCy ne^s and based on avail- 
abihty of materials The ‘jiko’ is made from 
scrapmctal Theproxunityofiikomakersto 
the users partly explams the low pnee ofthe 
jiko, winch has been fairly stable, rising 
trom S 0 5-1 0 m 1960 to only $ 1 20-3 0 m 
1983 Several government and non-govem- 
ment programmes have been under imple¬ 
mentation The ‘kimaki’ jiko project that 
was initiated m 1981 amicd at developing 
construction techniques for a mulb-tuel 
metal stove Kimyanjui (1983), however, 
points out that lack of continuous framing 
led to the manutacturc of poix quality stoves 
fhe ‘umeme’ stdvc that was developed, 
under the UNICEF project m Kenya, was 
more complex to use than tlie traditional 
(Hie In this model, the pot sits iniiide the 
stove rather than resting on the top Larger 
pots can be placed on the top of the stove, but 
then the fuel efficiency is i^uced fhe cost 
of tlie ‘umeme’ stove is high, but the selling 
prices are low because of the arrangements 
made by UNICFF to procure matenals from 
large companies at lower rates However, 
once this is witlidrawn tlie pnee of the stove 
may not be within the reach of the users 
[Hvman 1986] An uitercstmg aspect ofthe 
Kenyan ptogramme is tlie active involve¬ 
ment ot tlic non-governmental orgamsaUons 
and the ministry 

In Sn lamka, improved mixlels of stoves 
were designed un^r the Sarvodaya stove 
project The Ixrena stove (popular in Gua¬ 
temala) was mitially fhfroduc^ as it com¬ 
pared with tlie traditional Sn J.,ankan stove 
The estimated capital cost for the stove was 
$ S each Later, a modified clay stove was 
developed which was quicker and easier to 
build Quality problems, however, arose 
with this model and the material could not 
withstand high temperatures resulting m the 
cracking of thestove Subsequently, in 1981, 
the ‘Tungku Lowon’ stove from Indonesia 
was adopted TTie materials used for con¬ 
struction were sand, clay, cowdung and ash 
and this proved stronger than the previous 
model However the $ 2 00 cost of the thm 
metal chimney made it unsuitable for mass 
dissemination The most popular mode! was 
the pottery Imer stove wiii^ costed only $ 

1 00 each and the construction of nearly all 
these stoves was technically correct Dis¬ 
semination of the stove was takoi up in 
Kandy district and studies have shown that 
78 S per cent of the users preferred this 
model to the traditional stove (Navarafria 
1983] Portable metal stoves costing about 
S 3 00 each are being widely used in West 
Africa This improv^ stove IS being manu- 
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factured and dJatriboted in Buldna Faao, 
Mali, and Niger. Studies have indicated a 30 
to 33 par cent savings in fuel on an average. 
The sales of this model vras reportedly low 
' because the‘giveaway* programme h^de- 
ter.xd potential users fimm purchasing the 
stoves [Baldwin 1984]. 

In the 1930s, Gandhianorganisaii^ m 
India developed stoves with chiiimeys, with 
an intention of reducing the indoor smoke 
pollution [OTA 1992]. This was followed 
bytheHLvl^nKxiel,developed in the 19S0s, 
vt^ich however was found to provide no fuel 
savings, lliere was only a marginal reduc¬ 
tion in the indoor smoke levels in this model. 
Following this, attempts were also made by 
other developing countries but the models 
were found to craitribide to little or no fuel 
savings 'fhis has been attributed mainly to 
|the material used for construction—sand- 
*clay mixtures [Baldwin 1984]. Researchers 
at the Indian Institute of Science’s Centre 
for Application of Science and Technology 
to Rural Areas (ASTRA) in Karnataka de¬ 
veloped an alternative to tlic traditional 
claystove the three pan model called the 
ASTRA-OLE. The improved version, de- 
vclqicd in 1983, had one of tlic higliest 
recorded elliciencies and provided a 40 per 
cent reduction in the cooking time [Baldwin 
1984]. A single pan stove with a similar 
level of efficiency was also developed at 
ASTRA around 1985 [Goldemberg ct al 
1987]. ASTRA-OLE is similar in design lo 
the Lorena stove and main Held trials and 
dissemination were first undertaken in the 
Ungra region of I'uinkur district (southern 
Karnataka) [Somasekhara 1984]. The cost 
of the tliree pan stove, made of sand clay, 
was $ 7.00 ($ 1 = Rs 10.00 in 1984) which 
proved to be a disincentive for purcliase. 
Tlie state government mtervened and the 
stoves were made available at a .sub.sidiscd 
rate[Baldwin 198^. In spite ofthe above, in 
a study conducted in the North Kanara dis¬ 
trict of the state of Karnataka , Nadkami 
(1989) points out that though the asc of fuel 
efficient ‘chulhas’ designed by ASTRA have 
been canvassed for quite .some time, the 
traditional ‘chulhas’ denninate even though 
they are not fuel efiicient. The reasons for 
the non-use of the improved fuel-efficient 
model has however not been elab(»atcd upon. 

The ‘addupu’ model developed by the 
Kerala Sastra Sahitya Parishad (a voluntary 
oiganisation responsible for the almost 100 
per cent literacy in the state of Kerala) in 
Kerala is reported to have an etlTciency of 
almost 30 per cent [Somasekhara 1985]. 
Tlie actual performance of the stove and its 
acceptance 1^ users is not well known. The 
‘Nada’ chullia was developed in the villages 
around Chandigaih, under a programine of 
the Ford Foundation. About 98 such chulhas 
liodboenbuilt in the villages neai Chandigarh 
as at Uie end of 1983. The only cost for tliis 
model was for th^ebimneys and dampers. 
The asbestos c^iient pipes (about three 


inches in length) for the chimneys cost 
about $ 2.S0. i^le ifmade of tin by local tin 
smiths, it is $ 3.20 [Sarin 1984]. llie in¬ 
volvement of women users for tlie develop¬ 
ment and construction of the stoves has to 
some measure contnbuted to the success of 
the model [Agarwal 1986]. 

Work in this area Iiasalso been initiated in 
two more states of north India—^Himachal 
Pradesh and Uttar Pradesh—by tlic Delhi- 
based development alternatives. Four de¬ 
signs were developed, based on a market 
survey that was undertaken to detennine 
cooking practices, fuel consumption, avail¬ 
ability of present stove designs and other 
economic and social parameters. Each of 
the designs had a provision for secondary air 
to ensure maximum combustion of wood 
with a high content of volatiles, llie models 
arc both one-pot and two-pot stoves made 
from fired clay or metal. The costs of tlic 
vanous models vary from $ 1 50-$ 7.50 All 
designs can and should be covered with mud 
plaster of approxunately 2 cm tliickness for 
both thermal iii.siilation and safety. Field 
tests had been proposed to be conducted 
before final dissemination [Khosla 1984] 
The agency has followed a systematic pro¬ 
cedure to anive at alteniative models—the 
market survey, it is asinuned, covercd a 
signifleant number of users m the two states. 

Research and development elTorts at the 
Gujarat Energy Development Agency 
(GEDA) at Vadodara, Gujarat state, have 
been directed towards use of mud, pottery 
lining, mild steel, cast non and stainless 
steel as raw niatenals Under the National 
Programme on Improved Chulas, of the 
government, both portable metal chulas and 
fixed mud clay chulas arc being promoted. 
Fixed stoves are constructed in the kitclicns 
of different houscliolds and provided to 
beneficiaries for a token contribution llie 
metal chulas arc sold at subsidised rates 
ranging from 50 per cent (for beneficiaries 
in the general category) to 75 per cent (for 
scheduled caste and scheduled tribe benefi¬ 
ciaries) of the cost of the stove. At current 
prices, the improved mud chula costs about 
Rs SO depending upon whether it is a single 
pot or double pot model, while the tradi¬ 
tional chulas cost about Rs 10-15 each. The 
user has however to pay only Rs 1S for the 
improved model; of which Rs 5 goes to¬ 
wards the c(»t of the matcnal and Rs 10 to 
the ‘mistri’ (the persons who does the con¬ 
struction). In addition, GEDA offers these 
self-employed workers, an hemorarium of 
Rs 10 per chula for its repair and mainte¬ 
nance fora year. Tlie cost of ceramic chulas 
range between Rs 120 andRs 180depending 
upon the size [Gandhi 1991]. 

There is thus ample evidence ofthe stress 
laid by many countries to develop appro(xi- 
ate models of cooking stoves and ensure 
their accqitance. Ihe ‘big' gap is that there 
is absolutely no mention of Uic felt needs of 
tlie user—tie rural woman It can cleat ly be 


observed that in almost oil cases the fidd 
tests conducted consequent to dissemina¬ 
tion give no indication of the sample size of 
the survey as also whether the improved 
model is continuing to be used. Gill (1987) 
has in ha analyses of the reasons for the 
‘failure’ ofimproved models of stoves, cited 
that the priorities of the villagers may be 
difierent from those of the promoters. The 
monitonng of the stove programmes lias 
genaally been on the numbers dissemi¬ 
nated ratha than a detcnninatioii of tlie 
effects and impacts in relation to the ex¬ 
pected benefits. 

Ill fact, it is the end users considaation of 
stove cost; sturdiness, quality of constnic- 
tion, life expectancy, visual appeal; and 
case of opaating, regulating, extinguish¬ 
ing, cleaning and maintaining that will de- 
tenmne stove design acceptabihty and us¬ 
age. Agarwal (1986) rightly states that the 
available evidence strongly points to the 
unsuitability of a ‘top-down’ approach and 
‘straiglit-transfcr’ approach for tlie diffu- 
.sioii of wood stoves; and to the importance 
of field adaptation involving the locgl usas, 
local matcnals and local artisans. To tliis 
extent. Sarin (1984), who was involved in 
the develqimeut of the ‘Nada’ chula mai- 
tions that the experience of working with 
village women has danonstrated the inqxir- 
tance of making technology suited to vaiy- 
ing needs. Being more explicit—specific 
cntcria sliould be adqited for the genaation 
of new designs and usa needs must be tlie 
question to be answered before setting out 
on the unprovement of tlie existing or tradi¬ 
tional mc^cl [Howes 1983; Foley 1984]. A 
list of evaluation factors for development of 
programmes on improved wood-buming 
stoves has been jx-ovided by Islam (1984). 
The ‘user and use factors’ has been 
categon.sod asa part of the pre-project evalu¬ 
ation of existing stoves, which in turn is 
followed by otlia categories within ‘re¬ 
search and development’ While the study 
in specific pertains to Bangladesh, the major 
factors listed are applicable for any such 
programmes embarked u|X)n 

Prasad (1983) has pointed out that tradi¬ 
tionally stoves wae constructed on the basis 
of intuition and with cxpcriaice have modi¬ 
fied gradually However, such processes 
have been slow and to take care of rapidly 
dctaioratmg resource siluatiois, mac for¬ 
mal approaches are capable of yield^ 
quicker results This also explams, with 
illustrations, that in the recent past, there 
have been examples of transplanting stove 
designs from one community to anoti^ but 
sufficient care has not betm taken in the 
process 

Stoves have been designed with emphasis 
on being anokelcss or more fuel-effiaent 
but the usas may have in fact looked upon 
smoke us a means of keeping away pests and 
mosquitoes In addition, fuel clilciency is 
significantly linked with the way, the stove 
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is used and women may definitely Uxik at 
reduced time for cooking .t. a inaior factor 
to inOucnce its adopt ion (iaii' )Iu 11992) m 
connection with the OF-DA exiieriinent ar¬ 
gues that laboratory te .ling and design de- 
vclqiment often do not take into considci- 
ation environmental conditions or tlic mul¬ 
tiple cooking needs ot the liiiiiily Flic 'most 
eflicient’ cooking sio^c may iKit provide 
these outputs ctFicicnils, .'ilthoiigh it might 
useless foci tor tlic cock mg oiicraiion alone 
Gandhi (1992) I'm-. slates that w’onieii’s 
knowledge of stove dc -ign and eonslinction 
must be taken into ai ■ iiiit and for wlm h a 
survey of traditional cook mg practices u mild 
be required Such a sure cv, should asccrta in 
the socio-cultuial critctia to K* met and 
should also include oliici panuuetets like 
diet, cooking styles . 1 , .ilso the kind ol luel 
being used. Islam ( P'H-I) has el.ilxirak’d on 
similar details aftei a dudy in Bangladesh 
In sum, there arc a large luimljcr of de¬ 
signs in the ‘market’ and all of them arc put 
together by mtuilion i.ilher th.in (lerceptiblc 
engineering analyses Ixickcd bv rcliabledata 
I'he caution must K‘ in the adoptiim of 
technologies that are appiopii.iie to local con¬ 
ditions, .so that they cUi not lead 10 undesir¬ 
able consequences ’I he (actors to be con¬ 
sidered fw designing of sloses, essentially 
include the social faciots or considerations, 
die engineering considerations, and tlic de¬ 
velopment and ecological considerations. 
The social factois and the development and 
ecological considerations ate segments that 
are location and eouiilr\ sixxitic Several 
studies now show that .1 considerable part of 
the intransigence exhibited bv the consum¬ 
ers m not accepting the newer designs should 
be attributed to tlie simple tenson that the 
designs do not meet their needs 
Underlying these vai lous initiatives, how¬ 
ever are a variety of fumlamnital issues that 
must first be addicssed for the dovcloimicnt 
ofbettcr/optima! designs leading further to 
appropriate prognunme formulation loi ilis- 
seminatioii and thus tncicased adoption of 
the improved models Ihcsc fuiulamental 
issues include idciilitk.ilionofuscrnc'eds as 
alsothcalVordablepi ice 1 he prices at which 
the new models am ni.idc as.iilable is also 
crucial considenng tli.u (he tt aditional mml- 
els used iii rui al households genoi ul ly do not 
involve any mvestineiit It, then liccomeN 
necessary to question ilic success or failure 
of iww dc.signs or iniprovements on tradi¬ 
tional stoves and its non adqition Arc these 
designs and impruvcinciit-> Ivmg introduced 
without assessing the 1 x'c ds and pi 101 dies of 
the ‘consumers', 111 tins case the niial jiopu- 
lation or to be ,si>ecilii ilic woinan'^ It is 
plausible tliat iiitciest aiul initinlnc is lick¬ 
ing .since it is the woiu,m vvhocookN.md it IS 
the man who bimgs in eatnings In view of 
the existing social w .’em in India, there is 
every possibility that 1 o .ittcnlion is p,iid to 
tins aspect; since cor' -ng is associated with 
the woman and an\ 'in o* it.i ‘si’iieut 01 


even consulting the woman will be only a 
secondary concern 

Ihe government of India as also the state 
governments, have launched programmes 
for designing improved models of cooking 
stoves It ts Icanil that the department of 
non-conventional energy sources, is cany- 
iiig out work witli die assistance of academic 
institutions to design suitable models 
Rfforts are also being directed by other non¬ 
governmental agencies. The question then 
IS Why has the acceptance levels been so 
low and the impact almost negligible? This 
IS cs{icciallv significant considering that 
women fiavc been active supporters for pre¬ 
serving forest wealth Women are actively 
involved in both (lie ‘Chipko’ and ‘Appiko’ 
movement (launched by the youth of Sirsi 
taluk, of north Kanara district, who were 
moved by the destruction of es.sential eco¬ 
logical processes and in which women be¬ 
came active participants); wliich is a strong 
indicator of Uie level of awareness of forest 
wcaltli and the need forpreservation In fact, 
the receding forest line, has increased the 
dnidgciy of the rural woman who has to 
walk longer distances to collect fuelwood. 
Ihis implies tliat women users, if involved 
could provide crucial inputs for the 
programmes Unfortunately, this has not 
been so and complete success has eluded 
most programmc.s 

By time-honoured tradition, the 
finalisation of tlie system of formulating 
and adimiustenng programmes, has been 
behind ‘closed’ doors. Tliis is true not only 
of tlie programmes related to improved 
models of cooking stoves but also of the 
numerous poverty alleviaticm and family 
welfare programmes—all of which have 
evolved without field level specificity. Such 
‘sophisticated’ development will prove ex¬ 
pensive for the rural family leading the 
government to return to its accustomed prac¬ 
tice of‘subsidising’—for wliichthc govern¬ 
ment will Iiavc to earmark revenue and 
which will in a way cause either the buyer to 
attach no value to the item or the seller to 
iiavc no incentive to cut down costs. Ihus, 
every >car begins the dilemma of either 
continuing the subsidy or withdrawing it It 
must be pointed out here that the withdrawal 
of Uic subsidy would entail the decision¬ 
maker to be dubbed ‘anti-poor’ or ‘anti- 
development ' In addition, huge outlays and 
investments for implementation of 
programmes tlirough the government ma¬ 
chinery is not likely to yield results 

ElTrals are worth being directed to in¬ 
volving tlic NGC2s, wliich arc established 
and have strong links at the grass roots level. 

It must however be cautioned, that the cre¬ 
dentials of the NGOs identified should be 
examined carefully to ensure results. Ac- 
tiuas to create awareness will in a way, 
provoke the rural populace to seek improve- 
incnU or new facilities and programmes, 
lliiliripution and programme impact ore 


bound to be positive, wdien theneed arises or 
is coaxed to arise from the rural masses/ 
from within. Attention thus needs to be 
drawn to careful planning and ftmmolating 
programmes involving local women. 
Women are key agents to change ond iiqnits 
from them are vital for the success of the. 
stove programmes. 
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'Therapy and Russia 

iCCWMlndiii 

At a seminar in WtuUngton in February, the managing director of the 
ttiF sought to defend the Fund's preserqabm of so-c<Med 'shock therapy' 
to bring about the successful econonuc trsmsformation of the former USSR 
and other countries of eastern Europe. How convincing were his 
arguments? 


MICHSL CAMDESSUS, managutg dinc- 
tor of the Inleraational Monelaiy Fund 
(IMF), while addressing a seininar in Feb- 
niaiy on ‘Implications of Western Poli¬ 
cies for the foonomic Recovery of East- 
era and Central Europe* made an idtmnpt 
to defend ‘shock therapy’. He presumably 
considered it necessary to do so in reply to 
severe criticism of the policy presenp- 
uons of the IMF which had been put in the 
dock. 

Shock therapy as an important policy 
instrument for the economic transformation 
of the former socialist countries of erstwhile 
USSR and eastern Europe has been a subject 
of intense debate and controversy among 
academics and policy-makers not only in 
these countnes but outside, parncularly in 
the west After the virtual defeat of Russia’s 
Choice, the party led by Egor Gaider, in the 
December 1993 elecuon, prime rmitister 
Viktor Chernomyrdin declared that the era 
of shock therapy was over In 1993 he had 
already introduce several measures to undo 
shock therapy Subsequently, in this Febru- 
aiy, he reiterated his attack on It (Moscow 
News, No 5, February 1994) stabng that the 
government was not a club where expen- 
ments could be conducted when every deci 
Sion affected the life of millions of people 
He blamed the shock therapy policy of the 
Gaider government for pushing the standard 
of living of SO-60 per cent of the population 
below poverty line in 1992 

Chernomyrdin’s view presumably got 
support in the remarks of the US vice- 
president, At Gore, who, on the eve of his 
visit to Moscow in December 1993, stated 
that there had been only shock and no 
therapy in Gaider’seconomic policy in 1992 
Joimng the Chernomyrdin chorus, the well 
known Russian economist, Gavnl Popov, 
opined diat it was necessary to clean up the 
country from the remnants of the shock 
therapy of Gaider and FeodoroV (Argument 
I FeAu, Moscow, February 7,1994) 

In short, the proponents of shock therapy 
both inside Russia and outside stood dis¬ 
credited ThisincludedthelMFwhoseecon- 
omists had strongly supported the policy for 
Russia after the disintegrauon of the former 
Soviet Union To make matters worse, what 
made die position of the IMF unenviable 
was the other cnbcism that the free-fall of 
the Russian economy and its present cata¬ 


strophic condition could have been avoided 
if external assistance from international 
financia] agencies such as the IMF had been 
provided during 1992 and 1993 

Camdessus has advanced several argu¬ 
ments in his defence He has given exam¬ 
ples of a few former socialist countnes 
which have attempted shock therapy and 
have achieved fairly satisfactory results 
For instance, Albania which was in a bad 
economic situation two years back regis¬ 
tered 10 per cent growth in GDP in 1993 
which was the highest in Europe Again 
Poland’s GDP growth last year was stated 
to be the second highest in Europe and, 
despite several problems facing the coun¬ 
try, a growing market economy has been 
established in four years The C^ech 
republic is another success story where 
inflation has been brought down to single- 
digit level and reforms are progressing 
satisfactorily 

He has pointed out that in contrast to the 
above cases, Russia and Ukraine have 
been expenencing crisis situations in their 
economies mainly due to their inability to 
implement ngorous and comprehensive 
policies of macro-economic stabilisation 
and structural reform In his opinion the 
mistake of Russia and Ukraine was that 
they have tried to “protect existing pat¬ 
terns of output and employment through 
subsidies and credits' In the past full 
employment was achieved as a part of the 
socialist ideology despite low levels of 
labour productivity in the country Simi¬ 
larly, a significant portion of output was 
not realised due to lack of demand or the 
output was of extremely poor quality and 
hence was a social waste Under condi¬ 
tions of transition to a market economy 
this should not have been continued 
According to IMF chief, Russia and 
Ukraine have mainly followed a gradualist 
approach for economic transition rather 
than shock therapy The implications of 
this are, first, that it takes long for the 
transition process to be completed and, 
second, that it is going to be painful 
Elaborating this, he pointed out that the 
result of this gradualist approach will be a 
high rate of inflation and prolonged reces¬ 
sion which means disorder in the economy 
Such a situation will cause hardship to 
the population which may be more cruel 


than the ebonomic effects of shock therapy 
Itself While complimenting Russia for 
some success achieved in 1992 with 
regard to price liberalisation, the exchange 
rate system and privatisation, the IMF 
chief IS candid enough to point out that 
Russia lacked consistency with regard to 
fiscal and monetary discipline In this 
regard he implicitly offers a piece of advice 
to all the CIS countries in economic 
transition that they should build a consen¬ 
sus among the people to sustain policies of 
change But this is not easy in Russia since 
political pluralism and the democratic 
forces operating in the post-disintegration 
period I) VC cuaii ■! pressure groups with 
vested iiiieiesis which openly advocate 
conflicting approaches and policies For 
instance, in Russia’s super parliament there 
were strong policy differences between 
president Boris Yeltsin and the pnme minis¬ 
ter on the one hand and the speaker 
Ruslan Khasbulatov and vice-president 
Rutskoi on the othci Similarly, there were 
divergent opinions N tween Hnance muus- 
ter Fcodorov ana n chief of the Central 
Bank ul Russia, Vik tor Gerashchenko, on 
Russia’s monetary policies 
Anothei issue on which the IMF chi^ 
expressed his views was external assistance 
foreconoinic transition This is linked to the 
earlier issue since there is a view that shock 
therapy in Russia has not succeeded due to 
lack of external economic assistance 
Camdessus doc‘ not agicc with this First, 
the west as a wli le (boin governmental and 
international agencies including IMF and 
World B ink taken touether) made avail¬ 
able om r$S8bn toRassiain 1992 and 1993 
which could not he nsidered as negligible 
The IMI exlemdi d i * onomic assistance to 
several ns coutilnes Kirgyzia Kazakstan 
and also Russia During the last two years 
the IMF provided finaiu lal assistance twice 
under the speei ih reated scheme of sys¬ 
temic transfon n ai lac ility (STF) to mi- 
ablc Russia to shift lo market-based trade 
Despite the a <si star c e R ussia was not able to 
undcilal t and iinpluiii nt the necessary fis¬ 
cal and monetaiy polit les Second, IMF has 
to abide by the niles ot the organisation with 
regard to the linkinc ot financial assistance 
by the IMF with the recipient country’s 
policies Third the essence of Camdessus’s 
message is that cxtrmal assistance, includ¬ 
ing that fiom the intemaiional financial 
agenc ics such as the IMF was to be seen as 
complementary to and not as a substitute for 
good domestic policies It can only play a 
catalytic role in the initial period of eco¬ 
nomic reforms and its role should not be 
over einphtsiscd for the success of reforms 
Similarly the conditionalities of the IMF 
are not to be treated as constraints for the 
transition of the recipient country but as 
guiding piinciplcs in the implementation of 
strong and consistent economic policies In 
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other words, Camdessus has put the onus 
for the success of economic transition on the 
country concerned rather than on external 
factors or agencies. 

The arguments of the IMP chief are not 
entirely convincing. For instance, 
intercountry comparisons, say between 
Russia and Albania, have many limita¬ 
tions. In the case of Russia, radical eco¬ 
nomic reforms under shock therapy were 
introduced in early 1992 when RussiA was 
experiencing unprecedented political 
strain as a result of the break-up of the 
former Soviet Union. This was not the 
case with Albania or Poland. Secondly, 
the problems facing Russia in the task of 
politico-economic transition arc far more 
complex and formidable considering the 
size of the country and the diverse ethnic, 
social and ideological groups working at 
cross-purposes. Third, the economies of 
Poland and the Czech republic are much 
more developed and per capita income in 


China after Deng 

SPSeth 


THE recent improvement in India-China 
relations is a welcome developmoit. But to 
lamaaticise it, as in the SOs, is c^ngerous. It 
is impoitant to remember that notfiing sub¬ 
stantive has been achieved on the border 
question and that the strategic perspectives 
^ die two continue to diverge. 

Besides, there is great uncertainty about 
China in the post-Deng period. Deng 
Xiaoping is nearly 90. China’s polity, 
dominated since 1978 by this patriarch, is 
so lacking in legitimate constitutional pro¬ 
cesses and framework that doubts about 
its future are quite natural. As Michel 
Oksenberg has written, “...the communist 
revolution did not fundamentally resolve 
the basic constitutional issues that have 
plagued Oiina since the eighteenth century; 
orderly arrangements for succession; 
national, institutional decision-making 
processes as opposed to highly personal 
and factional rule; appropriate division of 
responsibilities among central, provincial 
and local levels of government...” 

The personality factor in China's polity 
is so crucial that a recent issue of The 
China Quarterly is exclusively devoted to 
an examination of Deng Xiaoping’s role. 
According to Michael Yahuda, “It may be 
regarded as paradoxical, but Deng’s very 
success in presiding over the most suc¬ 
cessful programme of economic 
modernisation in the communist world 


them was much higher than in Russia or 
Ukraine and hence transition through shock 
therapy was easier than in Russia. Fourth, 
Russia and Ukraine have inherited an 
unbalanced economic structure from the 
Soviet past in the form of dominant 
defence and heavy industry and relatively 
weak consumer goods and agricultural 
■se et ot s . Fifth, in Russia and in other coun¬ 
tries market elements and private sector 
were far too poorly developed when eco¬ 
nomic reforms were introduced in con¬ 
trast to Poland or Hungary, which have 
made the economic transition much more 
difficult and painful. Last but not the least, 
sufficient effort has not been made by the 
western countries to open up their markets 
for Russia and other CIS countnes to 
enable diem to export their .semi-manu¬ 
factured and manufactured goods and earn 
hard currencies for facilitating their eco¬ 
nomic transition and integration with the 
world economies. 


and perhaps in China’s history has brought 
to the fore the problems of modern state¬ 
hood that his programme was designed to 
solve..." 

He adds, “The policies of reform and the 
growing regionalisation of the economy 
have weakened the capacities of the 
central government, thus raising again 
questions about the underlying unity of the 
counby”. As Gerald Segal says, “...domestic 
reforms and openness in China is helping 
create several Chinas, with potentially 
different foreign policies”. 

Barber B Conable, Jr, and David M 
Lampton, who are otherwise upbeat about 
China in a Foreign Affairs article, opine, 
“...The dilemma China’s leaders... face 
today is that the process of economic reform 
produces new interest groups, adversely 
affects traditional groups (like state-en¬ 
terprise workers) and generally gives rise 
to increasing demands on the regime". 
They add, ‘The convergence of such 
social, economic and political crises with 
the leadership succession in Beijing could 
spell turmoil for China’s Communist 
Party and its people”. 

In the absenpb of legitimate channels of 
political expression and mediation, things 
in China might get out of control once the 
supreme leader, Deng Xiaoping, is not 
around to lend his personal authority to 
decision-making. 


There is, however, another school of 
diought which cautions against looking at 
China through the prism of conventional 
western political vdues. They argue that 
the Chinese people value order and stability 
over and above political reforms and 
democracy. And this will indeed dictate 
their preference for an authoritarian but 
stable political system. Vivienne Shue of 
Cornell University in the US is a strong 
proponent of this view. 

According to her, the “economic con¬ 
tradictions and social strains” of China’s 
partially-reformed socialist economy have 
created a political situationiin China “that 
is highly incendiary”. She argues, “Pre¬ 
cisely for this reason—given the interest 
of almost all parties concerned to avoid 
either a quick slip or a gradual slide into 
chaos—the careful consolidation of a more 
stable, more authoritarian form of state/ 
bureaucratic capitalism seems a more likely 
evolutionary option than the emergence of 
genuine popular democracy and a free¬ 
wheeling market economy.” 

Nicholas Lardy, another China-sjiecial- 
ist, has no doubt that “over the long run a 
competitive market economy must be 
paired with a pluralistic political system. 
But authoritative governments in east Asia 
pursued market driven economic growth 
for decades without relaxing their hold on 
political power”. In other words, China 
too has a long way to go before moving 
towards democracy. 

Shue believes that “the weakness of 
civil society in contemporary China... will 
likely continue to contribute, in crises to 
come, to the ease with which the embat¬ 
tled state may put down its opponents in 
society”. To this end, the state in China is 
likely to reinforce its authority with a 
heavy dose of patriotism. Indeed the Deng- 
led communist regime “rests most of its 
claims to legitimacy now, in fact, on patri¬ 
otic sentiment and the pride and satisfac¬ 
tion all citizens are presumied to take in the 
modernisation and strengthening of the 
nation’s economy and in the enhancement 
of Chinese power and influence in the 
international arena”. 

A successor regime, to consolidate 
itself, is likely to be even more strident 
in its nationalistic ihetoric because “the 
Chinese people, generally speaking, seem 
quite responsive to the prods of official 
patriotism”. 

A likely “pattern of state [and Commu¬ 
nist Partyj-corporate-military interpene¬ 
tration and collusiog”, combined with 
“irredentism, deployment of an ideology 
of militant nationalism and cultural 
purity” is baldly a comfoiting picture of a 
post-Deng China. Either way—whether 
China disintegrates or develops into a 
quasi-fascist state—New Delhi should 
tread warily. 


China’s polity, dominated by Deng Xiaoping since 1978, is so lacking in 
legitimate constitutional processes and framework that speculation about 
its future yields widely varying scenarios. 
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PERSPECTIVES 


Cultural and Political Autonomy 
in Indian Society 

Satya P Gautam 

Indian society not only faces problems in its autonoun from exteinal 
pressures, both in political and cultural domains, it fates equally stiong 
pressures from within its own stiut lures, traditions and prat lues 


I 

THE ideal of autonomy has gained consider¬ 
able significance in recent times In theoreti¬ 
cal discussions and analysis, social and politi¬ 
cal theorists and moral philosophers have 
questioned or justified the principles and prac¬ 
tices of the liberal democratic states by invok 
ing one or the other version of the ideal of 
autonomy Similarly, political and cultuial 
activists have invoked this ideal to defend the 
nghts of individuals and communities to sur 
vive and flounsh ivithout any external inter 
ference and control While autonomy is 
recognised and defended as a piercquisile for 
the very possibility of a civil society, there is 
an equally clear perception that the recent 
economic, political, technological and cul¬ 
tural developments have been significantly 
contributing towards th^ erosion of the au¬ 
tonomy of individuals and communities A 
major source of threat to the autonomy of the 
people of 'he third world can be seen in the 
western tendency to continue its domination 
with Its control over technologies of commu¬ 
nication, armaments, transportation and pro 
duction This needs to be understoixl not 
merely in cultural and political terms but also 
in terms of the requirement on the pait of the 
west to conUol and perpetuate the existing 
patterns of consumption of the global re 
sources by which its high standards of living 
are maintained The west (also known as 
north these days) manages to do this by keep¬ 
ing a control on the global trade and financial 
markets through vanous mechanisms West¬ 
ern domination, achieved by means of un¬ 
equal and unbalanced exchange of material 
goods, ideas, and skilled persons, is very 
mucha part of the culture, politics and economy 
of the Indian society ScKio-political and eco¬ 
nomic deasions at the government level con¬ 
tinue to be taken under conditions of lack of 
autonomy 

Autonomy, as self-rule, is to be seen as 
freedom from both external and internal 
heteronomy Indian society not only faces 
problems in its autonomy from external pres- 
Rires, both in political and cultural domains. 
It faces equally strong pressures from within 
Its own structures, traditions and practices 
Therefore, any discussion of the pr^lems of 


cultural and political autonomy is bound to be 
multi-dimensional and inulti-contextual Simi 
larly, the aspirations foi autonomy may also 
be rooted in diverse backgrounds relative to 
the vantage point of the individual or the 
community which chouses to pursue the 
project of achieving autonomy Autonomy 
should be seen as a protect to be realised or 
achieved as it involves an ic tivc offoit to give 
to oneself laws foi detciinining one s conduct 
and affairs Autonomy is dciised from the 
Greek terms auto (self) and nomos (rule 
or laws), used to distinguish such city states 
which made their own I iws from those which 
were governed hy the I iws made by others In 
mure recent times Kant contrasted between 
autonomy and hctcionomy to distinguish be 
tween fiec rational conduct and actions lack 
ing the condition of sell control In the utili 
tanan liberal tradition autonomy has been 
seen as an individual s capacity to make 
choices and determine his/her own goals In 
the liberal individualist theory, autonomy is 
regarded as a standard by which actions and 
persons are judged in the sense that a person 
IS not merely someone who tan control his/ 
het actions but someone who should control 
his/her actions as an autonomous free being 
separateanddistinctfiomothei pcisons Since 
the quest for autonomy docs not anse in a 
vacuum, it needs to be seen as an outcome of 
the rcllcctivc activity of icason on one’s role 
and place in one’s suinl environment Indi 
viduals as well as groups or communities of 
individuals tan aspire to exercise autonomy 
by gaining mastery over their ciicumstaiices 
by refusing to be mcicly passive heaieis or 
instnimentsoftheirpsychcandhistoiy With 
out adopting a critical reflective stance to 
wards one’s inclinations desires, emotions 
and ambitions (in case of individuals), cus 
toms, laws, tnalitions and future plans (in case 
of communities and societies), it is not possi¬ 
ble to pursue the ideal of autonomy 
I am well aware that the above brief 
charactensabon of autonomy may not cohere 
with many other conceptions or 
characterisations of it These divergent con¬ 
ceptions can be analysed and evaluated with 
reference to the contexts in which they have 
been characterised, sharpened and defended 
i do not propose to go into this in this papei 


However mcoi ,(11 iirigvanousconceptions 
of auionomy as c pi'unded within the indi- 
viduilist iiid colKctivist intellectual tradi¬ 
tions wt mayvlov (litorcmcmberthatwcare 
not b(im luioiui'i >us but htiome autono- 
niiHis b> dcqii'i' i> certain intellectual and 
practical c ipi> itics which enable us to ap¬ 
praise ludc I 111 I control oui instincts, im¬ 
pulses iiul in it'iiiions and to change our 
nalui il and sen i >1 c nv iioniiicnt m accordance 
with out choice V ncl cluisions Kccoining 
auionoinoiis is nc c iiiaticr of all or nothing, 
01 once leu ill iiic projects of becoming 
aulotioinous involve, diverse eltincnis and 
could be lealisc I op to varving degrees in 
dittcrc lit w ivs 111 I put of OUI cognitive and 
active finitude ih it one could tn.ikc mistakes 
111 the lommlationcu ic ilisatiun of the project 
ofbc coming ante I nious And this very inte¬ 
gral tcaiuieothui c iicondition lies at the root 
of conflicts in tie pursuit of autonomy by 
dillercnt iiidividc cl md coniiiiuiiitics It is 
{Mjssiblelorhc leio >iiu)iis|icrsons to become 
autonomous and v c 1 sa as it 1 s possible fur 

subservient ilcd comiiuinitres to 

ac htev c aulonc u i hic ving autonomy from 
external III ti rone 1 inilmtemdlhcteionomy 
inthcconli sS Ic idividiialsandcoiiimunitics 
may also ncc.d 'o he distinguished according 
to the spccilicity o( the project 
Sin, e the' v iiiou forms of quest lot cul¬ 
tural and pc h • nitonomy have* been 
influenced bvc f cent conceptions I wish 
to picsc nt sc Ic I I end brief accounts of a 
few possibilities loi c(insiderition These 
arc onlv cclcrtivi i>i me es from the com¬ 
plex Indian seen But we shall have more 
thmsutticicnii in toranalysiscvcnfrom 
the c liti It 'J illi r ctions 

(i) A large sccii n ol the tribal and rural 
population ol the country lives under condi¬ 
tions of 11 L.IC |Hvvc ily Before one can envis¬ 
age the derm c tic possibility of their being 
able to actively tniiic ipate m the decision 
making pioces iiflucncing the politico- 
economic md < I cultural affairs of the 
republic one li o- 1 > think of their minimal 
ncc'cls edne iiioM )i ilthcareandsoon From 
the mockmict | c s| cclivcs on autonomy, as 
they have* vntuallv no cemtiol over the deci¬ 
sions coneeriiini. lie ir ow n living conditions, 
these jxipulation', c innot be regarded as au¬ 
tonomous Aciivisic of the voluntary 
organisations 11 ( > d in working with such 
sections of the jx >1 lation speak of their em¬ 
powerment thioui I spread ol literacy, im¬ 
parting of skills fi I sustenance, hygiene, etc 
But some aciivi > itioups also speak of the 
‘cultural auionciiii m the context of these 
communities It is r (intended that the out¬ 
siders fromthevicalledciviiisednKxlemworid 
arc re>ponsible foi their present unfoitunate 
miserable condit ons as they have deprived 
them of their n.ttui il rcsourt cs and disturbed 
or damaged the c c ology to satisfy their own 
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greed, it is pointed out by these activists that 
these people may be illiterate and poverty-- 
ridden but they have their own values, beliefs, 
skills, crafts and ntuals which have been 
orally transmitted Irom generation to genera¬ 
tion for L'cnturics. In the name of their devel¬ 
opment, It is claimed, the outsiders have no 
right to deprive them of their cultural tradi¬ 
tions. It needs a serious consideration as to to 
what extent outsiders have a nght to protect 
the autonomy of others. Docs it not smack of 
some lonn ol paternalism? 

(n) Among the major problems being faced 
by the po.st-colonial Indian state are those of 
(i) the relationship between the central gov¬ 
ernment as the chief organ of the Indian .state 
and Its component pads, namely, the provin¬ 
cial or state governments, and (li) the major- 
ity-minonty relations (radically different from 
theelectoral majoritics-minontiesofthc west¬ 
ern liberal democrat >cs ) which arc invariably 
identified in terms of regional, ethnic, reli¬ 
gious and caste identities. In more moderate 
and sanitised versions, the problem is usually 
articulated in terms of ‘centre-state relations’ 
but has also been vocally expressed m terms 
of 'political autonomy’ for a ‘nationality’, 
’community’ or a people claiming a distinct 
identity. Demands for the formation of new 
states to be carved Irom the existing state- 
boundaries have often been projected as aspi¬ 
rations for cultural and political autonomy of 
the people concerned. In this context, it would 
he relevant and signiiicani to consider: (i) 
Why has the project of a pan-Indian identity 
not been efteclive emnigh to contain and 
encompass the other identities? <ii) Will a 
restructuring of the centre-state relations he 
sufficient for meeting the demand for political 
autonomy, or is some other land of radical 
restnictunng in the political institutions re¬ 
quired to sustain the political unity of the 
republic? 

(lii) During the colonial eta, the 
periodisation of the Indian history was done 
in terms of the Hindu, Muslim and British 
rules. 'This periodisation was questioned and 
subsequently revised in terms of ancient, 
medieval and modem phases. But the revision 
in nomenclature did not succeed in undoing 
the damage which had been done by the 
earlier characterisation. Sections of Hindus 
and Muslims continue to perceive-the past 
through the distorting prism. The ideologies 
of the Hindu Maha Sabha andRSS explicitly, 
and some others indirectly, maintain that die 
Hindus in India have lived under political and 
religious slavery and .subjugation for several 
centuries, first under the alien Muslim rulers 
and subsequently under the Bntish colonial 
empire. The upholders of this view claim that 
complete liberation from alien subjugation is 
possible only through a return to a pristine 
pure nativity Aspiration for cultural and po¬ 
litical autonomy in tci ms of a recovery of lost 
freedom is articulated as an ideology of 
Hindu self-assertion. This tendency gains 


strength from such interpretations of nation¬ 
alism which glorify nation as “coming to self- 
consciousness of a historical subject” through 
the“di.<icoveryofcreationofacommonpast— 
it is the story of the victory and triumphs, 
defeats and betrayals which have formed the 
nation”. Recent happenings are a disastrous 
manifestation of such an exclusi vist approach 
to cultural and political autonomy. This raises 
several significant questions about the 
characterisation of cultural and political iden- 
tilies, intcr-cultural interactions, and resolu¬ 
tion of conflicts in a complex pluralist society. 

(iv) Academics in the universities, research 
in.stitutions and colleges have been engaged 
in the study of what have been traditionally 
known as the humanities and social sciences. 
During the po.st-indcpendence era, they have 
been using western categoncs and conceptual 
schemes to analyse, interpret, describe, ex¬ 
plain and understand tte various facts and 
elements of the Indian social reality. Some of 
them have gradually started icalismg that 
“western models .and concepts do not .seem to 
apply to the Indian experience” but only con- 
tnbute towards “distortions in the analysis of 
Indian .social reality”. Some ol them go a step 
further and point out that “western education 
has alienated us” from the “vital Indian intel¬ 
lectual traditions” and it only contnbuies to¬ 
wards “a trained incapacity of Indian .scholars 
to construct cognitive alternatives”. Many 
intellectuals characterise the prevailing aca¬ 
demic scene as 'academic imperialism’ with 
a call to free ourselves from the 'enslaving 
modes’ of western thinking. It is also 


emphasised by a section of the scholm that 
we need to leam to recognise and appreciate 
the richness of the indigenous intellectual 
traditions in areas as diverse as mathematics, 
linguistics, philosophy, aesthetics, politics, 
medicine, architecture and so on. It is con¬ 
tended that without keeping these intellectual 
traditions ali vc, our fractured cultural identity 
IS going to be further damaged to the extent of 
total di.sappcarance. The aspiration for au¬ 
tonomy is characterised in terms of “articula¬ 
tion, critical evaluation and creative develop¬ 
ment” of the indigenous intellectual tradi¬ 
tions. The aspiration for cultural autonomy is 
proposed to be pursued through a conceptual 
reconstruction of the Indian intellectual tradi¬ 
tions which have been “elaborated, refined, 
and developed over millennia”. In this con¬ 
text, it would be relevant and significant to 
consider: (i) To what extent is it possible to 
use the indigenous conce|;Hs from the classi¬ 
cal texts to analyse, interpret and understand 
the contemporary social reality? (ii) Can such 
a pursuit be possible within the existing edu¬ 
cational system? (iii) To what extent is this 
quest for going back to the rich traditions of 
the past rooted in the perception or recogni¬ 
tion that the Indian ihtellectuals are isolated or 
cut off from the complexities of contempo¬ 
rary Indian social reality so that they find 
themselves irrelevant and their work inacces¬ 
sible to the people at large? (iv) How will it 
become possible for the Indian scholars to 
become more relevant and active participants 
in the social and cultural life of the Indian 
people? 


mjL ^ ■■■I iBi I [’i (ik'ssional 

iMls.icial .Scu'iKvs 


REDEFINING CONSERVATISM 

An Essay on the Bias of India's Economic Freedom 

NARENDER PANI 

This refreshing book explores the multi-dimensional factors that have 
determined the specific brand of pragmatism that has characterised the reform 
process in India since it was set in motion in the mid-eighties. Islarender Pani 
argues that there is a definite conservative bias to these economic reforms 
which became particularly evident (through an emphasis on problem-solving) 
when they gained momentum in 1991. He contends that this conservatism 
was the result of numerous factors including the broad political consensus on 
the need for economic reforms; the reluctance to dismantle mechanisms of 
state intervention, particularly in the rural sector; and the compulsions posed 
by the forces of political instability. , 

138 pages • 220x140 mm • Rs 195 (cloth) • Rs 95 (paper) • 1994 

SAGE FUBUCA-nONS INDIA PRIVATB UHTTED 
Pont Box 4215, New Delhi 110 048 


^1182 


Economic and Political Weekly Ma» 14„ 1994. >>. 


Society as an orderly system of interaction 
among its members is possible only so long as 
the participating individuals believe and ac¬ 
cept that their own specific ways of conduct, 
reflected in their customs and codes, are right 
and proper. So long as most communities 
lived in small and isolated settlements, it was 
possible for different cultural groups to take 
pride in theirdistinctive ways as the only right 
way or the most superior way. Using the 
categories of savage, barbarian, uncivilised, 
primitive, etc, to condemn the alien cultural 
practices while holding one’s own commu¬ 
nity as the civilised, cultured and, thus, supe¬ 
rior to others was an important way of 
legitimising and perpetuating the dominant 
practices of the community. 

But over the millennia, culturesin different 
^ societies have changed gradually and signi fl- 
cantly. These changes became possible be¬ 
cause each new generation not only learnt and 
assimilated the cognitive and active skills 
from the previous generations but also 
analysed, appraised and gradually extended 
them in an endeavour to confront the previ¬ 
ously unresolved questions and the new prob¬ 
lems faced by it. In these efforts, mistakes 
were often made which were left for the next 
generations to identify and rectify. But till 
these mistakes were/are discovered, they 
remain(ed) as much an accepted part of the 
received heritage as the achievements and 
successes of the past generations. 

Ethnocentneity, narrow sectarian attitudes, 
dogmatism and close-mindedneSs are related 
to the safer and convenient approaches adopted 
by individuals in hierarchic^ and rigid social 
formations during the early periods of 
civilisation. In the early social formations, 
one of the major obstacles to individual au¬ 
tonomy was the dominant trend of unques¬ 
tioned acceptance of the prevalent castoms, 
oxtes and norms, as deviance was not only 
punished severely but the options available to 
potentially dissenting individuals were ex¬ 
tremely li mited. The lack of effective alterna¬ 
tive courses of action tended to encourage 
individuals to follow rather than deviate from 
the received traditions. These attitudes not 
only have survived but also continue to oper¬ 
ate quite effectively even when njembers of 
difterent cultural communities fight one an¬ 
other with the same weapons, compete against 
one another for acquiring the same technolo- 
gie.s, use common satellite networks for com¬ 
munications, and seek to outwit one another 
in the common arena of global market. These 
attitudes continue to dominate because many 
of us And it difficult to get rid of the ancient 
fallacious assumption that our unique and 
specific socio-culturai heritage is not only 
superior to or better than others but is also an 
essential feature of our distinctive identity, 
unity, solidarity and survival as specific cul¬ 
tural communities. In doing so, we tend to 
forget that, over the millennia, there has been 


cohsideriMe exchange (sometlfiies voluntar¬ 
ily but sometimes forced, sometimes deliber¬ 
ately planned and .sometimes by the exigen¬ 
cies of circumstances) and interaction among 
different cultural communities .so that it would 
be impos.sihle to visualise how any cultural 
tradition would have developed in toial isola¬ 
tion from the other cultures. Therefore, any 
attempt to search for a pure, unpolluted indig¬ 
enous cultural identity rests upon a neglect of 
the ways in which cultural traditions have 
evolved and functioned in history. Such 
endeavours also rc.st upon an csscntialist, 
monist, exclusivi.st ahistorical view of cultur¬ 
al ‘identity’ which invariably moves a mental 
clo.sure against the perception of possible 
inconsistencies within a cultural tradition, 
and the possibility of conflict or clash be¬ 
tween different structures, elements and 
norms within the same culture. This atti¬ 
tude is contrary to the aspiration for au¬ 
tonomy as any exercise of autonomy de¬ 
mands not a blind conformity but a critical 
questioning of the received traditions. Any 
quest for cultural autonomy involves a will¬ 
ingness to compare different cultures, 
recognising their relative strengths and weak¬ 
nesses, powers and limiLs. 

Why do we find a tendency to protect and 
safeguard one’s cultural traditions in the garb 
of cultural autonomy’.’ Partly, it has to do with 
the hangover of the dogmatic, sectarian and 
narrow-minded attitudes which have been 
mentioned earlier. But partly it has to be 
understood as a response to the rightly or 
wrongly perceived threats in an atmosphere 
charged with deep prejudices, fears, appre¬ 
hensions and suspicions arising out of the use 
of cultural, religious and ethmc identities for 
narrow political gains. The process of dia¬ 
logue and openness towards one another, 
indicating a willingnc.ss to leam from others, 
is likely to result in consequences inconve¬ 
nient to those sections or groups which are 
beneficiaries of the existing incgalitarian and 
hierarchical structures. To contain, mask and 
distort the prevailing structures which ob¬ 
struct the realisation of aspiration fur au¬ 
tonomy on the part of individuals and op¬ 
pressed sections of society, the cultural and 
political elites find it convenient to organise 
and activate the masses under the banner of 
protection of ethnic, communal and castcist 
identities by reclaiming collective memories 
of past oppressions, invasions, injustices and 
conflicts. These tendencies are not specific or 
exclusive to any particular part of India. At 
different times they may seem dormant in one 
part and manifestly active in another. When¬ 
ever the situation crosses the critical point, it 
is only then that we start hearing of a crisis. 
Otherwise, we tend to remain oblivious of 
what has been constantly happening all the 
time simply because it does not directly harm 
orTurt the relatively privileged and more 
articulate sections of Indian society. In this 
context it also needs to be noticed that the 
modem liberal di.scour.se of autonomy is taken 
advantage of to propagate traditional commu¬ 


nal and caste idenoiles. inus me secuiar wn- 
guage of political and religious tolerance is 
used for non-secular goals. Peihaps such dis¬ 
tortions are not only convenient but also be¬ 
come necessary when there is only a sem¬ 
blance of civil society in the name of a demo¬ 
cratic polity. The old feudal and colonid 
tendencies and methods of obtaining submis¬ 
sion and obedience through bnite force or 
contrived manipulations continue to operate 
despite the constitutional provisionsoffiinda- 
mentai rights and directive principles of state 
policy. 

A carctul look at the construction and 
projection of pan-Indian identity during the 
freedom struggle may also be of some help 
to understand the complexities of the present 
situation. Being an ‘Indian’ provided an 
ascripti VC unifying identity against the Brit¬ 
ish. This identity was adopted by the 
middicclass, western educated elite to pur¬ 
sue the goal of political autonomy. But 
communal, caste and regional identities 
were al.so invoked and used for mobilising 
the mas.ses to participate in the freedom 
struggle. How the encompassing pan-In- 
dian identity would be sustained (without 
threatening the other ascriptive identities) 
in the post-independence era was not given 
sufficient attention during the period of 
struggle for independence. Consequently, 
we continue to face the constant tension 
between the homogcni.sing universalis! ten¬ 
dency, superimposed by the leadership of the 
nationalist freedom movement, and the het¬ 
erogeneous particularising tendency ex¬ 
pediently invoked to launch various struggles 
against the post-independence ruling elite by 
the newly emerging leadership. But these 
patterns and .strategies arc a continuation of 
the political processes initiated during the 
pre-indcpcndence penod itself. During the 
post-independence era, the old politics of co¬ 
option, adjustments and compromises has 
only been taken to its logical conclusion in 
an effort to maintain and safeguard the 
structures of power and authority inherited 
from the colonial masters. Political au¬ 
tonomy for the Indian people would be 
possible only through a questioning of the 
policies of this new ruling elite and strug¬ 
gling for alternati ves which may contribute 
towards the setting up of a civil society. It 
seems uncertain, at the present moment, 
whether an alternative political movement 
will emerge and sustain itself. Whether the 
lure of ethnic, religious and linguistic iden¬ 
tities would permit the requisite sense of 
discrimination to identify and reduce, if not 
eradicate, the real sources of subordination 
and marginalisation—it is difficult to con¬ 
jecture. But it would be a wishful thinking 
that the goal of decolonisation, one form of 
political and cultural autonomy, can be^ 
achieved simply by taking a collective de¬ 
cision to not be trapped or lured by the 
western sensibilities and striving for a re¬ 
construction of indigenous or ‘authentic’ 
belief systems and values. 
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REVIEWS 


In Praise of Reform 

Aditya Bhattacharjea 

India in Transition: Freeing the Economy hy Jagdish Bhagwati; Clarendon Press, 
Oxford, 1993; pp 103, Rs 150. 


DELIVERING these Radhakn.shnan lectures 
at Oxford in June 1992, Jagdish Bhagwati 
had reason to feel satisfied, even iriuni- 
phant. After more than a quarter century ot 
urging market-friendly economic reforms 
on his country’s pertinacious policy-makers, 
he was no longer (as he put it) “kicking 
yet again against a stone wall”. Instead, he 
was singing the praises of the Rao govern¬ 
ment’s ‘reform by storm’. Crediting finance 
minister Manmohan Singh with taking India 
on her ‘tryst with destiny’, Bhagwati declared 
“we are finally in the spring of hope”. 

It IS impossible not to compare this 
assessment of India’s economic record and 
future prospects with that of the late 
Sukhamoy Chakravarty, who had delivered 
the Radhakrishnan lectures seven years 
earlier. (An expanded version was published 
as Chakravarty 1987). Bhagwati’s is much 
more readable, generously leavened with 
witticisms and anecdotes. There is. how¬ 
ever, a certain glib superficiality in these 
lectures, the result perhaps of the euphoric 
mood in which they were delivered. In 
contrast to Chakravarty’s carefully nuanced 
analysis, Bhagwati depicts the state of the 
economy up to 19*91 in sombre black, and its 
future in a generally roseate hue. Thus, while 
Chakravarty’s core chapter was (rather in- 
felicitously) called ‘Vici.ssitudes in the Caieer 
of a Strategy’, the corresptinding chapters in 
Bhagwati are more bluntly entitled ‘The 
Model that Couldn’t’ and ‘What Went 
Wrong.’’. (With perhaps unconscious irony, 
a third chapter is entitled ‘What Is To Be 
Done'.’’) Apart from these stylistic differ¬ 
ences there arc, of course, differences on 
points of substance. A few of these will be 
indicated below. But instead of confronting 
Bhagwati with Chakravarty, I shall have 
(x;casion to confront him in this review with 
his own earlier writings on India and on 
trade policy. 

India in Transition begins with an excur¬ 
sive account of how India has been per¬ 
ceived by govemmenis and economists in 
the west, which as it turns out, means the 
US. The.se perceptions went through kalei¬ 
doscopic changes, mirroring geopolitical 
and ideological developments, resulting in 
periodic “reversals of the ideological pre¬ 
ferences of the intellectuals' rank-ordering 
of India and China” (p 13). The purpose of 
this historical sketch, according to Bhagwati, 
is to bring out distortions in the west's 
perception of India, by confronting it with 
reality. However, he never gets around to 
^. doing this adequately, and this unnecessary 
prologue, positing India and China as alter- 
natives, remains unintegraied with the rest 
” ^ of the b(wk. (In his Preface, Bhagwati says 


he has drawn on his “recent work on the 
sources of Iriction between the US and India 
m the post-war pciiod”; it is presumably this 
which has been summarise and made to 
serve as a rather inappropriate overture to 
these lectures). 

Coming to the reality, as opposed to these 
perceptions, of Indian development, 
Bhagwati gives credit to India fur maintaining 
a lunctioning dcmixjracy (except during the 
Emergency) and containing secession, but 
docs not excuse its miserable record on 
growth and poverty alleviation on that 
account. He then adopts an instrumental 
view of growth as being necessaiy for poverty 
alleviation, and counterposes this against 
three ‘fallacies' in development thinking. 
The first is that poverty removal requires 
direct anti-poverty schemes, not growth. 
This is promptly qualified by recognising 
that both require targeting policies in favour 
of the poor, but growth (even if it bypasses 
the poor) is still held to be essential in order 
to finance anti-poverty measures. The 
second fallacy, according to Bhagwati, is 
that developmental strategy in India until 
the 1980s emphasised growth and neglected 
poverty. To refute this, he goes lightly over 
the same ground as Chakravarty (1987, 
Chapter 3), whose ‘thorough’ treatment he 
acknowledges, adding only personal anec¬ 
dotes of questionable relevance, and chiding 
(unnamed) economists for ‘rediscovering’ 
the problem of poverty in the 1970s. The 
third tallacy is that the growth approach is 
u conservative ‘trickle-down’ strategy; 
Bhagwati secs it rather as “offenng a radi¬ 
cal, interventionist, pull-up strategy” (p 32). 

To this reviewer, this controversy seems 
to be a storm brewed in a tea-cup, in which 
Bhagwati seeks to drown sundry straw men. 
The conflict between growth and poverty 
removal is caricatured, and wrongly posed 
in terms of intentions rather than experi¬ 
ence. Poverty had to be ‘rediscovered’ in the 
1970s nut tecause growth-oriented plan¬ 
ners callously disregarded it earlier, but 
because of accumulating evidence that the 
benefits of growth were not in fact trickling 
down in many countries. Bhagwati’s per¬ 
ception seems to have been permanently 
coloured by his brief stint under Pitambar 
Pant in the Planning Commission in the 
early 1960s, when growth was indeed seen 
as the remedy tor poverty. A decade later, 
the Approach to the Fifth Plan took a very 
different view. In Chakravarty’s words (in 
the same chapter Bhagwati commends), 
“It showed that if the growth rate of around 
5-6 per cent per annum was about the maxi¬ 
mum one could have, it was impossible to 
bring about a reduction in poverty, howso¬ 


ever defined, without attacking the problem 
directly” (Chakravarty 1987, p 36, empha¬ 
sis added]. Bhagwati concludes his chapter 
with the unexceptionable arguments that 
“the nature of growth matters as much as 
growth itself’, and that growth and direct 
anti-poverty schemes can be comple¬ 
mentary, but asserts again that inadequate 
growth is responsible for the limited success 
of India’s anti-poverty efforts. Nowhere does 
he spell out how exactly growth entails a 
‘radical, interventionist’ approach. He dis¬ 
tances himself from laissez-faire and calls 
tor productive rather than countbr-produc- 
tive intervention; “'I'herc are plenty of things 
for the government to do” (p 98), but apart 
from providing primary education, he does 
not have anything particular to suggest. 

The poor growth record is invariably 
depicted by Bhagwati in terms of aggregate 
or per capita GDP, even though he specifies 
that it is agricultural growth that impinges 
directly on poverty. Yet, throughout these 
lectures he has little to say about the agricul¬ 
tural sector, presumably because that is not 
where his intellectual comparative advan¬ 
tage lies, or because it does not fit into his 
theme of “freeing the economy”. At the very 
outset, he excludes consideration of India’s 
successful policies and performance in trans¬ 
forming traditional agriculture” (p 17n); 
here the contrast with Chakravarty’s book is 
especially marked. Even if Bhagwati wished 
to confine himself to industrialisation, 
sectorally disaggregated growth figures 
would have forc^ him to contend with 
variations in the industrial growth rate, with 
rapid growth in the Second and Third Plan 
periods despite controls, and again in the 
1980s accompanying limited liberalisation, 
for which he is less than enthusiastic. He 
attributes the better (GDP) growth perfor¬ 
mance of the 1980s mainly to debt-financed 
fiscal expansion, but sourly remarks that 
since it took the form of inflated wages and 
salaries, implicitly in government services, 
it should be seen as growth of transfers 
rather than real national income (pp 92-93). 
The fact of an increase in the industrial 
growth rate during the 1980s seems to have 
escaped him. Ahluwalia (1991) and now 
Srivastava (1994) have presented evidence 
of productivity improvements in this period 
that they attribute to liberalisation, while 
Kelkar and Kumar (1990) ^int to new 
inefficiencies and distortions. Growing 
fiscal deficits were surely responsible in 
partfortheindustrial acceleration; this would 
be consistent with Srivastava’s finding that 
productivity grew thanks to better utilisation 
of labour (a ‘quasi-fixed’ input), with no 
evidence of reduced price-cost margins. 

The chapter on ‘WIftit Went Wrong?’ 
contrasts die planners’ obsession with cap¬ 
ital accumulation and allocation with their 
neglect of productivity. India’s success in 
raising saving and investment rates, accor¬ 
ding to Bhagwati, was nullified by rising 
capitai/output ratios. He tersely but fairiy 
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effectively rebuts the hypotheses that over* 
estimated savings, undeiestiinmed growth, 
or compositional shifts among sectors were 
responsible for rising capital/output ratios. 
He does not, however, adequately deal with 
Chakravarty's argument that diminishing 
returns in agriculture and in energy produc¬ 
tion raised the ratios in these sectors. Nor 
does he acknowledge that the east Asian 
miracle economies, to which he frequently 
, nr<t only have much better produc- 
nvu> growth but also much higher savings 
rates than India. In the light of this, it is not 
that easy to deride the (physical) capital 
accumulation bias of early development 
theory, which Bhagwati associates with “the 
,Marxist focus on ‘primitive accumulation’... 
and also with the quasi-Marxist models of 
the investment-allocation literature that grew 
up around Maurice Dobb" (p 10). 

Bhagwati puts the blame for low produc¬ 
tivity on pervasive bureaucratic controls, 
inward-looking trade and foreign invest¬ 
ment policies,'and “the spreading stain of 
inefficient public enterprises”—a triad he 
has railed against for many years. This 
• oppressive framework above’ is met in a 
pincer movement, as he puts it, by ’wide¬ 
spread illiteracy below', the result of India’s 
neglect ol primary education. On this, he 
cites Weiner’s recent work (1991), and as¬ 
serts a close relationship between literacy 
and productivity growth. His critique of the 
industrial and trade policy regimes follows 
the trail he himself hla/cd (along with Padma 
Desai and T N Srinivasan) in the 1960s and 
1970s. Since this theme has been developed 
at length elsewhere, he is very succinct on 
the deleterious consequences of controls. In 
one of his more apt anecdotes, he recalls 
arguing in 1967 with the bureaucrat in charge 
of industrial licensing, who maintained that 
without licensing, resources would be frit¬ 
tered away on producing lipstick. “As 1 
heard this’; recounts Bhagwati, “I could not 
help smelling the Brylcream in his hair”! A 
decade ago, one would have responded that 
this indicated the need for more extensive 
controls, on the pattern of production as well 
as demand generation. Nowadays, we are 
wiser and s^der. 

However, Bhagwati cannot be allowed 
to get away with questionable intcrpieta- 
tions of the intellectual origins of the 
control regime. The following statement 
is decidedly misdirected: 
the failure to undcrsuuid that markets will 
generally work better than central planning 
as a resource-allocational device... was man¬ 
ifest in the early assertions, from the writings 
of Barone, Lange and Lerner, that centralised 
planning would work bettei -than a 
decentralised market system because it would 
calculate prices better. It was left to Hayek to 
expose the illogicality of this position by 
arguing that central planners would not be 
able to secure the information and know¬ 
ledge that micro-level decision-makers alone 
would have. (Bhagwati 1992, qSI; a similar 
indicUnent of the Lange-Lepaer mechanism 
is made on p 65.) 

Most readers will recall that the Lange- 
Lcrner system was conceived as a 


deceniMiH^ aMmative to central planning 
under sodalism, possessing idl the features 
of the competitive price mechanism—and 
was trenchantly criticised by Dobb (19S3) 
for that very reason. The reference to Hayek 
is (tebatable, but requires a digression that is 
better left to a lengthy end-note.' Bhagwati 
gives not the slightest evidence that the 
Indian control regime was influenced by the 
classic writings of Lange and Lemer, or for 
that matter by those of Rosenstcin-Rodan 
and Hirschman, whose arguments for plan¬ 
ning investment allocation he also impli¬ 
cates. Rosenstein-Rodan's focus on the pat¬ 
tern of consumer demand generated by an 
investment plan is in fact conspicuously 
absent in India’s ‘open-loop’ planning 
models. Their preoccupation with ex ante 
supply-side consistency in an input-output 
sense is similarly far removed from 
Hirschman's pre.scription of stimulating 
deliberate imbalances And both authors’ 
central concern, the inducement to invest, 
was neglected in debates on the Indian 
economy until the late 1970s. The Indian 
control regime in Bhagwau's eyes certainly 
has a muddled pedigree; elsewhere, he asserts 
that “Indiadrew her policy ideas from Fabian 
politics and English ectmomics {sic)" (p 21 )!^ 

On two issues, Bhagwati is much harsher 
than even his own earlier very critical wnt- 
ings on India. A three-paragraph section on 
direct foreign investment asserts off¬ 
handedly that the web of controls impeded 
technological change in Indian industry. 
While this is open to debate, Bhagwati cites 
no evidence to back his charge, unlike his 
documentation of most of his other indict¬ 
ments. The public sector also comes in for 
sharper criticism. Now Bhagwati admits 
that he was wrong to have expected any im¬ 
provement; “the conditions that would make 
the public sector productive and efficient seem 
beyond reach, at least in India” (p 65). 

Public-sector losses are now also seen as 
a macro-economic problem, contributing to 
the fiscal crisis that led to the current re¬ 
forms. Sensibly, Bhagwati avoids blaming 
the crisis solely on bad micro-economic 
policies; political instability and external 
factors are given their due role. In parti¬ 
cular, he points out that the deterioration of the 
aid environment, consequent on the diver¬ 
sion of funds to eastern Europe and Ameri¬ 
can domestic problems, made donors more 
careful ^ut the efficiency with which their 
aid was used. The dimensions of the crisis, 
and ofthe reforms of the 1980s and 1991, are 
spelt out in some detail, presumably for the 
benefit of the Oxford audience in 1992. 
Commenting at that time on the unfolding 
reform programme, Bhagwati inferred from 
the lack of decisive action on the external 
front that the government had chosen a 
deliberate sequencing of domestic before 
external liberalisation. His discussion of 
‘partial convertibility’ is now dated, and 
there is of course no discussion of the tariff 
reductions of 1993, or of privatisation or 
foreign pmtfolio investment. 

Bhagwati's 1992 prognosis was optimis¬ 
tic, although two years later his assessmenb 
are on weaker ground, and some of his 


caveats sound more dire. He recognised that 
the success of the reforms depended on 
producing quick and substantial results, 
which was made difficult by the need for 
fiscal stabilisation. His concern at the de¬ 
pressed growth rate for 1991 echoes loucter 
now, with fiscal profligacy co-existing with 
industrial stagnation. His suggestion to 
cushion the impact of stabilisation on urban 
workers by channelling fotxi aid from the 
US and EC through the public distribution 
scheme is doubly dubious. First, despite 
being Arthur Dunkel's Economic Policy 
Adviser, he does not seem to have foreseen 
the effects of the Uruguay Round on global 
food availability consequent on cutbai^ in 
subsidies. Second, independent of availa¬ 
bility, he does not recognise what Amartya 
Sen would call entitlement failures conse¬ 
quent on the unemployment resulting from 
stabilisarton-cum-adjustment programmes. 
Without incomes, bow are unemployed 
workers expected to buy even subsidised 
food? The government's bloated food stocks 
are symptomatic of demand failure even 
without substantial layoffs. 

Bhagwati’s suggestion that the g«)poli- 
ucal environment is ripe for playing a ‘Japan 
card’, encouraging aid and investment from 
that country, seems less of a winner now, 
given Japan’s political and economic tra¬ 
vails. Finally, he repeatedly insists that cred¬ 
ibility and forward momentum in the re¬ 
form process are crucial, and suggests that it 
be marketed politically as part of the war 
against poverty, presumably reversing the 
syllogism of poverty being the outcome of 
inadequate growth, which is caused by low 
productivity, which in turn is due to the 
control regime. This reasoning is surely 
going to be hard to sell as a mass platform. 

I conclude this review with some general 
observations. The first is that the Jagdish 
Bhagwati of this volume is in several res¬ 
pects a different commentator from that of 
his earlier wntings. Looking back at his 
early work at the Planning Commission, in 
an introduction written for a volume of his 
essays [Bhagwati 1985, p 2J, he wrote: ‘The 
basic theme, i e, growth with a view to 
eliminating poverty, may have been too 
optimistic; indeed I think it was.” By 1992, 
his optimism seems to have retu.ti^. In a 
1975 essay repnnted in the same volume 
(p 86), he emphasised the need for econo¬ 
mists to be more politically sensitive in their 
prescriptions; to leam in particular die les¬ 
sons of 1960.S trade reforms, which showed 
that while liberalisation of non-competitive 
imports was feasible, that of competitive 
imports was not. In 1992, he is sanguine 
about India's ability to accept the pains of 
competition, and quite dismissive of con¬ 
cerns for job security: “The public sector 
has so far operated-on the assumption that, 
given the scarcity of jobs, it is bad enough to 
find one job in a lifetime and to ask people 
to find two is nothing short of cruel and 
unusual punishment. Without effective exit, 
the efficiency gains from other reforms will 
remain limited, for sure” (p 91). With the 
prime minister scrambling for the ‘Middle 
Path’ at Davos, enunciating a doctrine of 
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painless reiorm, tlie exit policy has disap¬ 
peared from official discourse Fiscal recid¬ 
ivism plagues North Hlock and it is not 
clear whether the iiioinentum is being sus 
tamed Bhagwati s 'piiiigof hope’may yet 
turn into his winici of doionlent 

AsBhagwati strwn tlu mi. tical work dein 
onstratedtothcecimoii'ic piotcssion first 
best policies applied iii (ond best ion 
texts can be* eounitipiodueiivi lihid I'tK'i 
p 86] Yet there’ is no rieogiiitioii in these 
lectures of the riiuiy <-11111 eontradie lions in 
the reform paekni In pailiiulai the 
liberalisation ol eipiiil nul intermediate 
goods imports lombiiied with the demand 
stimulus of lax ctii’ haspiohihlv iruieiscd 
the effective rati- ot proteilion ol most 
consunurgoods <• hose impoits lem ni> pio 
hibited or sub|cet to ti('hl (|uantii itivi ri s 
tnctioiis Rchixed insc-'ini nl liei using has 
permitted excissise imr, sviih the ahsenee 
of exit options pieveniing 1 iiionilisinon 
Many of these industiiLS >htis pioduce lot 
the domestic inaiket it iiitItiiuntlv low 
scales and at hi^h ri soum eo\ts measured 
at world prices ind in highly eapild inten 
sive (Kelkaraiid kiimai lOOOl (I Ins would 
also be conststi'’>i witii hieh i init il output 
ratios Bhagwati d plousi Diieet toieign 
investment m a pioti 11 < d i ipn d intensive 
sector was llieoieiii illy dio'vn iwodciadcs 
ago to be‘iinmisiiising by Hhigvvali irid 
several others tinpiiiially it was held to 
have reduced pro sih in two ol the eotintiy 
studies ot the vol'iiriinoiis NHl R propel 
on foreign truli ngnnes and economic 
development 10 directed by him in the 
1970s (sec ibid l‘>SS pp6 md MO ?2 lor 
a summary of these liiidings and caveats 
on foreign invcsimcni) I mhi years igo I 
had tentalivclv pointed out some ot these 
contiadictions in these columns 
[Bhattaeharjea IdSi)] andalsoquoledliom 
the NBf R studies on the sinking lack ot 
evidence linking csporl promoting strate 
gies to greater elluieiu v technical dyna 
mism, or highi 1 s lvlng^ |lihagwati I^SS 

p nil 

Revising loinui belie Is is a virtue not 
everyone posses cs Bhagw ili himselt has 
joked about the In i|ucik v with which cco 
nomists clunge 'he 11 minds on impoiiani 
policy issues [ hid p M| Possibly he be 
iteves that tiese n on isimcies iie only 
transitional and w 11 b oscuome by the 
forward ii.oin’iili.ni ol ihc icform pioicss 
Onlheothei li.uid 1 ' ihiiigsdonotwoikoiit 
he can always COM 1 hniiHlt with the charge 
that the required | ickage wus not implc 
mented in its cntirctv foi the present his 
ontimism can only be based on locating the 
policy changes in 1 poliiical vacuum I 01 
despite his carlii 1 plea Icm political scnsiti 
vity. nd his own siibsiuuial work on the 
political economy ol nade iiolu v Bhagwati 
takes a very idiosMictalic view of policy 
formulation in these lectures I he bad old 
dingish policies an held to be wittingly 
foolish and in it onil (p IS) Scathing 
remarks arc mi I'oui the pernicious 
roleol econon II di'onsing (p ’ll) .ind 
the culpability ol (ndi i s economists lew 
the country s t nlings Uhigwali shows 


some sympathy for 'Ihe cynical view that 
India’s mislortunc was to have bril¬ 
liant economists” (p 54) 

Although the ‘general population’ led 
up with the pciinit raj, is seen to make tor a 
broad pro reform constituency (p K2) the 
ictoims themselves arc seen to be a triumph 
ol the right ick as, conceived by the nghi sort 
ot economists and implemented by the right 
soil of politicians With a patriotic flourish, 
Bhagwati eagerly reclaims the credit for 
these ideas for himself and his fellow Indian 
economists denying the paicntage ot the 
World Bank indlMFfppbH 69) His hosan¬ 
nas loi Naiasiinha Rao, Manmolian Singh 
,iiid tlu II te.im echo through the hook he 
even takes piide in Ihe tact that he went to 
the s mil colleges at both Oxford iind Cam 
bridge as Manmohan Siiigh (p 1)' In 
Bhagwati s view must ot .ill the psycho 
logy ol the leadership that tiuik power in 
June IWl must provide the ultimate com 
pulsion lot the letoims unleashed by it 
(p 81) Apart liom lew rent sct’king lobbies, 
he secs no serious political obsi,icle to the 
ic forms 1 his panegynsi’s view of c hangc 
ccnticd on peisonalitics .ind ideas is possi 
bly wh it causes him to suspend the critical 
judgmc'iu so cllectisclv deployed in his 
eailiei work Suci css is said to h ive a thou 
sand I itlu rs hut the verdict is yet tocoinc 
in on the Incli.in reforms ami Bhagwati s 
pall inity suit may yet be premature 

Notes 

I Bhagwiti cites (p sin) <1 seminal essay by 
Hayck entitled Fconomics and Knowledge 
lliiv It turns oul is laigcly iiicthodological 
concerned with the inrorinational content ot 
cquilihiium only tangentially with central 
phnniiig and makes no tncniinn ol Baionc 
Lmgc indlciiier intact ilwjslirstieadal 
the 1 ondoii Iconomic Club in Novcinbei 
I*)t6 [Havek 1949 p 13n) while 1 ange s 
cs\ay was published in 1918 and Lciner s 
I {onomu i of Conliot in 19 U H lyek was 
ccitainlv iwirt ol pioposals foi a market 
based soci ilisin even culicr but it was not 
until 1910 tint he published a vii) iiitical 
review licpiinted as Chapter IX in Hayck 
I949| ol I ange s essay and a book by 
If I) Dickinson propagating similar ideas 
fhc infoimition issue arose \|>etific<illy in 
the context of iheir scheme for allocation ot 
capilal to scicialiscd entcipnscs via a sha 
(low interest late deteimined by supply and 
demand mmiicking the capitalist market 
w itliout private ownership ol capital Hayek s 
(Hunt wis that this would be unworkable 
because the enterprise managers would nul 
have to suiter the consequences of their 
mistakes and would not thcrclore coractly 
value the pioductiviiy ot their investment 
plans [ibid pp 19*) 201] He then alleged, 
without any textual evidence It seems that 
heic the two writers [Lange and Dickinson] 
ore unconsciously led to tall back on the 
e.irliir be licts in the superiuriiy ot a centrally 
dirt cti d system over a compeiiiivc system' 
ip 201) tin investment allocation It was in 
this contest that he referred to his essay 
Fconomics and Knowledge , investing it 
iLiiospcctively with a practical significance 


It does not seem to have onginally poa- 
<Mssed This cntique of planning was dwe- 
lupcd in Hayek's later works, one of which 
Bhagwati mentions The prcrtilem, although 
certainly a very real one in socialist economics, 
IS now also of course the subject of a vast 
principal agent literature in the theory of 
the (capitalist) firm 

2 II anyiiiing excessively detailed regulation 
of the piivate sector can be seen as a contin¬ 
uation of the wartime policies of the colonial 
government This thesis has been recently 
argued by lomlinson (1993 Chapter 4), 
who IS equally critical of the consequences 
of this adherence to dtngismr He points out 
that comprehensive controls instituted in the 
1940s—on impotts, foreign exchange, prices, 
,ind capital issues— were tarried over in 
various ways into the post independence 
pcriixl lor practical rather than Ideological 
reasons Nor w is licensing just a bureau 
cialii hangover In uinsultation with leading 
tndusii lalisis the short lived Department of 
Planning and Development (1944 46) 
headed by Ardeshir Dalai a director of Tauis 
pioposed an industrial policy with icgula 
lion thiuugh licensing lor 20 key industries 
r iiially the central legislation on indusuial 
conliols ihc Induslnes Act of 1951 actually 
pic dates tlic theoretical literature on mvest 
inent pi inning which Bhagwati indicts for 
sp.iwning the licensing system “which then 
gicw like fiankcnstein’ (p 51) (Inciden 
tally htie Bhagwati makes a common 
inisiaki* III Shelley s novel Frankenstein 
was noi the name of the monsicr but of the 
scientist who cicated it') 
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SPECIAL ARTICLES 


International IVade and the Agricultural 

Sector in India 


Deepak Nayyar 
Abhijit Sen 

Hus paper analyses the impact on Indian agriculture of trade polii y reform in India and multiUitetul ti ode liberalisation 
mtemationally 

The rationale and structure of India's trade poliL) tegimc foragiuultuteovcr the last three duadtsaieoutlinedtohighlight 
the fundamental departures implicit in die recent trade policy reform This is folloseed by discussion of the significance of the 
agricultural sector in India’s economy cmd foreign trade on the one hand and the importance of Indian ague idturc in ssorld 
output and trade on the other and comparison of domestic and uorld pric es for selected agric ultural produc ts 

The analysis is developed further to cover the implications and consequences of trade frolicy ttform in India for the 
agricultural sector in particular and the economy in general Shifting attention to the internattonal c ontc xt the statu s of trade 
in agriculture m the multilateral trading system so far is outlined to bring out the fiuukmental departure s c ontc niplatc d in the 
Uruguay Round and their possible implications for the agricultural sector and the economy in India an e xanuned 


Some conclusions that emerge from 

I 

Introduction 

THE present conjuncture in India represents 
a watershed for the economy which niay 
have profound implications for the agncul- 
tural sector At the same time, developments 
in the work! economy, in particular the multi¬ 
lateral trading system, may also have im¬ 
portant consequences for world output and 
world trade in agnculturc The process of 
macro-economic stabilisation combined with 
fiscal adjustment and structural reform in 
India would of course be constrained by 
what happens in the agncultural sector, but 
would also have a significant impact on 
Indian agriculture particularly insofar as it 
moves domestic paces of inputs and outputs 
closer to world paces The conclusion of the 
Uniguay Round of multilateral trade nego¬ 
tiations, largely in accordance with the 
Dunkel Text, would inevitably change the 
structure of relative paces lor agacultural 
commodities in the world economy Taken 
together, these developments may have sca- 
ous implications and consequences for In¬ 
dia, not just in the agncultural sector but in 
the economy as a whole The importance of 
the issue should be obvious Yet, the subject 
has received littleattentionfrom scholars and 
policy-makers, at least so far 
This paper seeks to analyse the impact of 
trade policy reform in the national context 
and multilateral trade liberalisation in the 
international context on Indian agnculture 
In doing so, it is clearly not possible to 
abstract from other problems of the agncul¬ 
tural sector or limit the focus to the regime of 
trade policies alone Hence the discussion 


the analysis are dravsn together in the final 

needs to be situated in a wider context 
At the outset. It iscssential to recognise the 
limitations of such an exercise For one, it is 
always difficult to contemplate the future in 
a world where the degree of uncenamty is 
high and developments are interdependent 
so that arguments are at best ex hypothesi 
For another methods of economic analysis 
arc not versatile enough to capture the conse 
quences of change which is so large that it 
may reshape the parameters In other woi ds, 
there are too many imponderables But that 
IS not all There are, in addition, two complex 
methodological pioblems (irst the small 
country assumption, so often the basts of 
conventional economic analysis, is simply 
not valid for the theme of our papci 1 his is 
partly because India s share in world output 
for many agncultural commodities ts high 
and partly because a relatively small propor 
tion of world output enters world trade in 
several agncultural i ommoditics fhus, how 
much India buys or sells m the world market 
would affect world prices Second, any dis 
cussion of international trade in agnculturc 
cannot be confined to border measures that 
affect the movement of commodities across 
national boundanes This is because domes¬ 
tic economic policies exercise a significant 
influence on output, prices and trade Conse¬ 
quently, it IS difficult to disentangle the ct 
fects of trade policies from those of domestic 
policies in the sphere of agncultuie Given 
these limitations, it would be idle to pretend 
that a short essay can provide a systematic 
analysis or an exhaustive discussion of the 
problem This paper should, therefore be 
read as a preliminary attempt to explore the 
issues 


section of the paper 

Ihc discussion is s lut lured as follows 
Section II considers tiu trade policy regime 
foi agi icultute in the nat on il context outlin¬ 
ing Its rationale and siiiivtiirc over the past 
three decades to highlight the fundamental 
departures implicit in il i recent trade policy 
reform Section III set out the facts by 
providing an assessment (>1 the significance 
of the agacultural sector iii India s economy 
and foieign tiado on the one hand and the 
importance of Indian igiiculiuie in world 
output and trade on the other Section IV 
attempts a comparison of domestic paces 
and world pat cs in It rnis of absolute levels 
and relative stability lor selected agacul- 
lural commodities c s n though such an 
exercise is friuglit with statistical and 
methodologicil dilli ultics Section V 
develops the an ilysis lurthcr to discuss the 
implications and const quen c >ul tr idepohey 
letorm in India tor ilic i) iicultuial sector in' 
particular and the ccoi omy in general Sec¬ 
tion VI shifts ittcntion to the international 
context, outlining the status of trade in agn- 
cultureinthc multilatcial i idtng system thus 
far to highlight the fund micntal departures 
contemplated in the ( i ui uay Round and ex¬ 
amines the possible iniplu ations tor the agn¬ 
cultural sector and the ctoiiomy in India 
Section VII draws toge ihcr some conclusions 
that emerge from Ihc analysis 

11 

Trade Policy and Indian 
Agriculture 

Os cr the past thuv: decades, if nut longer, 
the trade policy regime in India has made a 
clear distinction between the agncultural sec- 
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tor and the industrial sector, whether we 
consider its rationale or its structure. Tradi¬ 
tional exports which originate in the agricul¬ 
tural sector, both plantation crops such as tea 
or coffee and cash crops such as tobacco or 
spices, that have always been an important 
source of foreign exchange earnings for the 
economy, constitute the exception to the 
rule. For these commodities, the open trade 
regime has continued from the colonjal era. 
Apart from this, however, in the sphere of 
agriculture, foreign trade flows have been 
perceived as a residual whether we consider 
exportables or importables. For exportables, 
the difference between actual domestic pro¬ 
duction and estimated domestic consump¬ 
tion has determined the surplus available for 
export. For importables, the difference be¬ 
tween estimat^ domestic production and 
desired domestic consumption has deter¬ 
mined the volume of imports. In an account¬ 
ing sense, ex post, trade flows always mea¬ 
sure the difference between domestic pro¬ 
duction and domestic consumption after we 
allow for net changes in inventories. It needs 
to be stressed that, in India, agncultural trade 
flows have been a residual in an ex ante 
sense. This has been implemented either 
through quantitative restrictions or through 
canalisation or, over time, through some 
combination of both. For agricultural ex¬ 
ports, quantitative restrictions in the form of 
licences or quotas have, more often than not, 
provided the means for regulating the vol¬ 
ume of trade flows. But, for some agricultur¬ 
al exports, canali.sation through state trading 
organisations has provided the means for 
regulating the volume or the value of trade 
flows. For agricultural imports, canalisation 
through state trading organisations has pro¬ 
vided the predominant means of regulating 
trade flows. Insofar as such canalisation is 
limited todesignated state trade organisatioas, 
the decision about the volume or the value of 
imports has been made by the government. 

llie rationale underlying this trade policy 
regime for agriculture, which regulated the 
volume of both exports and imports, has 
been a concern about domestic prices. A 
*arge proportion of India's agricultural ex¬ 
ports, whether consumer goods or interme¬ 
diate goods, are exportables which enter into 
domestic consumption or use sp that the 
volume of exports can exercise a strong 
influence on domestic prices. Similarly, a 
large proportion of India's agricultural im¬ 
ports, whether consumer goods or interme¬ 
diate goods, are importables produced in the 
agricultural sector so that the volume of 
imports can exercise a strong influence on 
domestic prices. I'he concern about domes¬ 
tic prices has been particularly important for 
exportables and importables which are wage 
goods, or inputs for wage goods, becau.se the 
majority of the poor in India do not have 
incomes that are index-linked. In the pursuit 
of this objective, therefore, the volume of 


agricultural exports has been restricted to 
prevent domestic prices of exportables from 
rising as much as they otherwise would, 
while the volume of imports has been en¬ 
larged in order to prevent domestic prices of 
importables from rising as much as they 
otherwise would. There have been two 
dimensions to this concern about domestic 
prices of tradeable agricultural commodi¬ 
ties. For one, the trade policy regime has 
sought to maintain domestic prices at abso¬ 
lute levels that are commensurate with aver¬ 
age income levels. For another, the trade 
policy regime has sought to impart a stability 
to domestic prices in the intcrc.st of both 
producers and consumers. 

It is not as if domestic prices have been the 
sole concern of the trade policy regime for 
agriculture. There have also been other con¬ 
cerns but, in terms of importance, these have 
been subsidiary or secondary. First, the bal¬ 
ance of payments constraint has been a sig¬ 
nificant factor underlying restrictions on 
agricultural trade flows; this has been so 
mostly in the sphere of imports where the 
volume or the value has b^n restricted to 
economise on foreign exchange expendi¬ 
ture. Second, a concern about terms of trade 
has sometimes been a factor underlying re¬ 
strictions on agricultural trade flows; this has 
been so mostly in the sphere of exports, 
where the trade policy regime has sought to 
stipulate a minimum export price or impose 
u ceiling on the volume of exports in order to 
pre-empt a deterioration, rather than seek an 
improvement in the terms of trade. Third, the 
need to protect domestic agriculture has oc¬ 
casionally been a factor underlying restric¬ 
tions on agricultural trade flows; this has 
been so for a few importables such as oil¬ 
seeds or rubber. 

The process of stabilisation and adjust¬ 
ment initiated in mid-1991 has been associ¬ 
ated with a wide ranging trade policy reform 
which seeks to increase the degree of open¬ 
ness of the economy.' The government sees 
this as a beginning rather than the end. It 
would thus be reasonable to assume that 
more is to come. Yet, it is clear that trade 
policy reform already implemented in the 
form of actual changes represents a funda¬ 
mental departure from the erstwhile trade 
policy regime for agriculture. The new per¬ 
ceptions articulated by the government sug¬ 
gest that, over time, the domestic pnccs of 
inputs used and outputs produced by Indian 
agriculture would move closer to world 
prices. 

The recent developments can be summed 
up as follows.’ First, the canalisation of agri¬ 
cultural trade flows, which enabled the gov¬ 
ernment to determine the value or the vol¬ 
ume of imports and exports, has.bcen almost 
abandoned. All agricultural imports other 
than cereals, oilseeds and edible oils have 
been dccanalised. All agricultural exports, 
except onions, have been decanalised. 


SbookUi^ 

agriiwK^tnde/lQ'^&INeteen 
Apart from the general restriction on imports 
of consumer goods (aeitlier pulses nor dry 
fruits are defineddtn|iimWw^^ 

purpose), there stt Vattbntier any quantita¬ 
tive restrictions on agricultuml impoits. In 
the sphere of agricultural exports, however, 
there has not been a symmetrical libera¬ 
lisation; exports of coconut, copra, oil cakes, 
pulses, paddy, rice bran and vegetable oils 
are subject to licensing; exports of specified 
varieties of natural rubber and cottonseed 
cakes are subject to quantitative ceilings; 
exports of foodgrains, $ugar,and raw cotton 
are in theory possible without licensing but 
in practice subject to limits on quantities; 
exports of groundnuts, guargum and tobacco 
are subject to minimum export prices. It is 
apparent that the concern about domestic 
prices of exportables which enter into 
domesic consumption remains an important 
consideration in the trade policy regime. 
Third, the decanalisation of a substantial 
proportion of agricultural trade flows and 
dismantling of quantitative restrictions on 
agricultural imports has not been associated 
with a systematic restmeturing on tariffs. 
There is no evidence that the trade policy 
regime has attempted a tariffication of erst¬ 
while quantitative restrictions in terms of 
equivalence. There is some evidence, how¬ 
ever. of a substantial reduction in-tariffs on 
selected agricultural imports, which is obvi¬ 
ously not part ot the multilateral trade nego¬ 
tiations but possibly reflects conditions of 
the programme negotiated with multilateral 
financial institutions. 

In the preceding paragraphs/we have con¬ 
sidered foe rationale of trade policy over foe 
past three decades and the direction of foe 
recent trade policy reform. The locus, how¬ 
ever, has been on the agricultural .sector. Yet, 
trade policy vis-a-vis the industrial sector 
has implications for the agricultural sector. 
The argument, stressed by orthodox econo¬ 
mists. runs as follows.’ The emphasis on 
import substitution, associated with an over¬ 
valued exchange rate and supported by im¬ 
port controls or tariffs in the manufacturing 
sector, discriminated not only against ex¬ 
ports but al-so against the agricultural sector. 
The regime of export incentives employed to 
compensate for this was confined mostly to 
manufactured exports. The relative profit¬ 
ability of producing tradables in the indus¬ 
trial sector was, therefore, higher than that of 
producing tradables nr non-traded goods in 
the agricultural sector. The implicit bias 
against agriculture then led to a misalloca- 
tion of resources. It would mean too much of 
a digression to enter into a discussion or 
provide a critique of this approach here. 
Suffice it to say that the analytical construct 
is narrow. The excessive concern with static 
^locative efficiency criteria tends to ignore 
inter-temporal considerations, just as the as- 
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sumption that resources are periectly substi> 
tutable between uses or mobile across sec¬ 
tors d(Ks not recognise structural rigidities in 
economies In keeping with the logic of this 
analyiKal approach, however, recent trade 
policy reform has reduced tarilf and non- 
tanf I protection lor the industrial sector and 
sought to ell minatc the overvalued exchange 
latc through a substantial depreciation The 
implications ul these recent changes, for 
Indian agriculture arc considered later in the 
pajier 


III 

Indian Agriculture and 
World Trade 

Any discussion ot the possible implica¬ 
tions ul India liberalising its policies regard¬ 
ing international trade in agncultural com¬ 
modities must begin by nolingtwo important 
fads 

The lirst, which is well known, is that 
woild agncultural trade occurs in a highly 
impcrtecl setting where, as a result ot non- 
lantf barners imposed by developed and 
developing countries alike, world pnccs are 
dcici mined by the relatively small surpluses 
and deficits which enter woild trade and do 
not ncccssanly innueme world consump¬ 
tion and priKluction The implication of this 
IS that world pnees can respond dispropor¬ 
tionately to even fairly small changes in the 
propoition of world output which is subject 
to free trade, and this effect is likely to be 
magnified even more it, as is often the case, 
the relevant pnee elasticities are small 

The second important lad is that while 
India IS a very large producer and consumer 
of agncultur^ commodities by world stan¬ 
dards she IS presently marginal as far as 
international trade in such commodities is 
conicmed According to UNCTAD estimates 
foi 1989 India produced around 10 per cent 
of world agncultural output, but her share in 
world trade in agricultural commodities was 
only around 0 6 percent Moreover, as Table 
I shows, India s involvement in world agn¬ 
cultural trade has been declining dunng the 
past 2S years, whether this is measured in 
companson with world agricultural trade, 
India's international trade or her GDP 

It Is evident from the table that both Indian 
imports and Indian exports of agncultural 
commodities have declined as a share of 
world trade, of India’s own total trade, and 
ot her national income These shares have 
declined more than the share of the agncul¬ 
tural sector or of foreign trade in India's 
GDP And this trend has been much more 
marked fur imports than for exports The 
reason is that the pattern of Indian agncul¬ 
tural gniwth since the onset of the ‘green revo¬ 
lution’ in the mid-1960s has been dominated 
by considerations of food sccunty and self- 
sufficiency—with pnonty given to reduc¬ 
tion, through increased domestic produc- 


JglWWilr Hid PoUtic^ WeaUy May 14.1994 


1189' 





Fi(jUrf4 Indian and WoRiD P»ii rs 
(Rs/Quinial) 



1 MD 1183 1 BBO 

■ ■- IndiA-Id 


FkiUM 6 Indian and Woki d Pkk i s 
(KA/guinijl) 

Mdl/t! 



Fi( i Ri- S Indian and Wori d Prii f a 
(KA/Quintjh 


Soybean 



I ndr A -- - -- war- 1 d 


pKiURfc S Indian and Worio Prk ea 
(R s/Quinial) 

Rite 



__ world 


IiiaRl 7 Indian AND Wori 1 ) pRir I s 
(R&/Quintj|) 

Grouniinul 



IBBO -'■•O 

ABBS 

- . imlA _ Rkarld 


Ik.iri Si Indian and Wori d Prk fs 

(RA/Quintdl) 

Copra 



'"RI'Ri —Bioriol 


1190 


Economic and Political Weektv Mm 14. 







hiouRE 10 Imcman AMD World Prkib 

(Rs^intal) 


Figure 11 Indian and Worio Prices 
(R s/Quintal) 













FicuRr 16 Indian AND WoridPrkes 
(Rs/Qumial) 

robacLU 



indi* 


Figure 17 Indian and World Pritfs 
(Rs/Quintal) 

Pepper 



Mar lo 


liiURi IK Indian AND World pRin <. 

(K<i/Quinl il) 

Banana 



lion, of the I arge domestic cereals supply gap 
which bad emerged in the 1960s Success in 
this import substitution endeavour has been 
the main reason for the relative decline in 
India s imports of agricultural commodities 
The reason why exports have also fallen 
relatively, albeit at a lower rate, is that the 
‘green revolution’ whileVeducing the supply 
deficit ot foodgrains did not lead to a gener¬ 
ation of exportable surpluses, and because 
the emphasis on cereals in national agricul¬ 
tural policy distracted policy-makers from 
paying greater attention to the long-run prob¬ 
lem that output growth of India’s staple ex¬ 
port crops has failed to kcf[f up with the 
growth of domestic demand * 

Thus thedwindlingshareofindiain world 
agncultural trade reflects not so much a 
failure ot agricultural production as the re¬ 
sult of a deliberate pursuit of import-substi¬ 
tution in order to achieve a perceived need to 
attain the objective of domestic food secu¬ 
rity Indeed, as Table 2 shows, India's share 
ot world output ot major agricultural crops 
has, on the whole risen or remained constant 
during the period—the lelative performance 
here being the strongest lor wheat, the pnme 
‘green revolution’ i rop, and rather weak for 
certain export crops notably tea Moreover, 
the table also reveals that world trade in a 
numberof crops forms a rather small share of 
world output (the exceptions being tea, cof¬ 
fee, rubber cotton and when), and consc 
quently that, although Indian trade is small in 
relation to wijrld trade, Indian output is large 
in relation to the latter This is particularly 
the case for jute, nee and groundnuts, but is 
also true for a number ot other crops such as 
wheal, sugar cotton, tobacco and a number 
of fruits and vegetables all of which are ot 
crucial importance for India s agncultural 
economy The implication of this is obvious 
Although India’s trade in agncultural com 
modules is at present small, an opening up of 
India’s large (and currently closed) agricul 
turai sector to world trade may have an 
extremely large effect on the nature of the 
world equilibnum in terms ot prices and, 
subsequently, outputs 

Ot course, the tac t that only a small part ot 
Indian agricultural output currently enters 
world trade does no' by itself mean that 
agricultural trade liberalisation by India 
would lead to large changes in w6rld relative 
pnees For example this proposition would 
not hold if Indian domestic relative pnees 
were already close to world relative pnees, 
because after ail it is possible that even i^th 
tree tradea large c ountry such as India wcNiid 
account for a much smaller share oNvorld 
trade than ot world output It is necessary 
therefore to compare domestic prices' with 
world pnees 
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Indian and Worid Prices: 

A Comparison 

Any comparison of Indian agricultural 
prices with ‘world’ prices is an exercise 
fraught with a number of problems. In part, 
this arises from the fact that it is difficult to 
be sure that the commodities being com- 
pared are of similar quality. But the more 
difficult problems arise because, given the 
imperfect nature of world agricultural trade 
and the large transport costs relative to com¬ 
modity prices, prices of similar goods vary 
considerably over time and space. Nonethe¬ 
less, since some comparison is necessary, an 
attempt is made here although it must be 
reiterated that the results are by their very 
nature rather crude and tentative. 

The easiest price comparison is that be¬ 
tween the domestic wholesale price index 
and the indices of average unit values in 
international trade. This permits the genera¬ 
tion of a long enough and comparable time 
series but has the obvious problem that since 
indices rather than actual prices are being 
compared, it merely illustrates the relative 
movements of domestic and border prices 
without giving apy indication of the absolute 
magnitudes involved. Figures 1 and 2 present 
this comparison separately for India’s ex¬ 
portable and importable agricultural com¬ 
modities for the period from 1960-61 to 
1990-91. Here, importables are defined con¬ 
servatively to include only wheat and edible 
oils, while exportables are defined more 
widely to include tea, coffee, spices, tobac¬ 
co, raw cotton and oilcakes. In both cases the 
unit value indices (of exportables and 
importables respectively) have been con¬ 
verted to a 1981 -82 base to make them com¬ 
parable with the domestic wholesale price 
index and the weights used to aggregate 
across commodities are also those implicit in 
the domestic wholesale price index. 

These comparisons show that the diver¬ 
gence between border and domestic price 
movements has increased in recent years 
which is much more marked for importables 
than for exportables. In case of exportables, 
the domestic and border prices grew more or 
less at the same rate (though with somewhat 
greater fluctuations for border as opposed 
to domestic prices) unti I the mid-1980s, since 
when domestic prices have risen at a signi- 
Ocantly lower rate than the unit expoit 
values. For importables, there was a broad 
correspondence in the movements of domes¬ 
tic and border prices until the early 1970s but 
since then the two have had widely divergent 
year-to-year movements. During the mid- 
1970s the border prices of importable agri- 
rniltural goods increased much more than the 
domestic prices, but since 1978 domestic 
prices have increased much faster than bor¬ 
der prices, thou|^ again with somewhat less 
variability around the trend. In sum, border 


and domestic prices of agricultural com¬ 
modities have tended to diverge more in 
recent years, whi le border prices have tended 
to fluctuate more around their trend than 
domestic prices. Moreover, it is evident that 
during the 1980s the changes in domestic 
relative prices, as compared to those in bor¬ 
der prices, have tended to favour importables 
as against exportables among agricultural 
commodities. Thus, these price index com¬ 
parisons confirm three points noted in the 
previous section. First, that, given its imper¬ 
fections, the world market in agricultural 
commodities is less stable than the Indian 
domestic market. Second, that the import- 
substitution pattern noted for agricultural 
output and trade is matched by the relative 
price movements. Third, with domestic prices 
of importables increasing faster than border 
pnees, and those of exportables increasing 
slower, there is some evidence that'India’s 
domestic agricultural relative pnccs were 
increasingly diverging from world price rel¬ 
atives during the 1980s; thus, by 1990 they 
were sufficiently different from world pnccs 
so that an opening up of Indian agnculturc to 
freer international trade would have reper¬ 
cussions on both world trade and Indian 
price relatives. 

In interpreting the above indices, it must 
be remembered that these are all indices of 
rupee prices. Since the rupee depreciated 
considerably over the period, particularly 
during the 1980s when it more than halved in 
value vis-a-vis the US dollar, these indices 
give a misleading impression of dollar prices. 
In fact, during the 1980s in India, both do¬ 
mestic and border prices of agricultural com¬ 
modities fell in dollar terms. World price 
indices for agricultural commodities avail¬ 
able from the World Bank and UNCTAD 
also show a sharp adverse movement against 
such commodities in their terms of trade with 
manufactured goods. According to these 
sources, between 1980 and 1990, in dollar 
terms, agricultural commodity prices fell by 
around 30 per cent while pnccs of manufac¬ 
tured goods rose by over 35 per cent. Indeed, 
an important feature of tte 1980s is that 
whereas the terms of trade between agricul¬ 
ture and manufacturing moved against agri¬ 
culture in the world economy, it moved in 
favour of agriculture in India. This has some¬ 
times been interpreted as suggesting that 


India’s form price support policies pushed 
up domestic farm prices much faster than 
world prices. But, in tact, because of the 
continuous depreciation of the rupee during 
this period, there is little difference in the 
rates oi growth of domestic and border agri¬ 
cultural prices when exportables and 
importables are aggregated and expressed in 
terms of a common currency. 

The real reason for the differential move¬ 
ments in the agriculture-manufacturing 
terms of trade was the slower growth in 
India of manufacturing prices. This is 
brought out in Figure 3 which plots the 
Indian wholesale pnee index for manu- 
fachircs against the World Bank’s price in¬ 
dex (converted to rupees) for manufactured 
exports from developed to developing 
countries. These two indices moved 
together till the mid-1980s, but thereafter 
the world index moved up much more sharply, 
mainly because while profit mark-ups rose 
in the West, these remained more or less 
constant in India.' 

Clearly, during the 1980s, when most de¬ 
veloping countries were forced into ’struc¬ 
tural adjustments', not only did dollar prices 
of agncultural commodities tall sharply be¬ 
cause these countries had to export more (or 
import lc.s$) of agricultural commodiues 
(usually by squeezing consumption through 
devaluation led domestic pnee increases), 
they also had to pay higher prices for manu¬ 
factured imports because reduced protection 
in developing countries enabled manufac¬ 
turers in developed countries to increase 
their mark-up^.* 

Since this is precisely the prospect that 
India faces in coming years, it is necessary to 
extend the pnee comparisons to a more de¬ 
tailed consideration of particular crops and 
also to consider differences in absolute pnee 
levels, rather than just differences in the 
movement of price indices. For this purpose. 
Figures 4 to 18 plot the Indian and world 
prices tor 15 selected crops dunng the period 
from 1980 to 1990. The Indian pnees arc 
commodity specific annual averages of the 
absolute wholesale price quotations used to 
compile the wholesale price index, while the 
world pnees aie the UNCTAD reference 
pnccs published in the UNCTAD Monthly 
Commodity Price Bulletin, converted to ru¬ 
pees perquintal using current exchange rates. 


Table I India's iNTEHNAnoNAi. Traoi. in AcmrutTURAi Commodiues 
As Per Cent of World As Per Cent of As Per Cent ol 


Year 

_AgncullyraJ JTradc 
Imports Imports 

India’s Total Trade 
Imports Exports 

India's GDP 
Imports Exports 

1966 

2 1 

1 3 

37 2 

34 2 

28 

1 5 

1970 

09 

1.2 

31 4 

35 2 

I 2 

I 2 

1975 

1 1 

1.3 

27 7 

41 9 

1.9 

20 

1981 

05 

l.l 

94 

36 0 

08 

1 7 

1985 

0.6 

1.0 

109 

29 3 

08 

1 2 

1989 

0.4 

0.8 

78 

183 

06 

1 4 


Source: UNCTAD, Commodity Yearbook J991 
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These latter prices arc quotations at major 
centres of world trade for the Lommodilics 
concerned, but arc something o( a mixed bag 
because while these ate FOB quotations at 
major producing tenties tor wheat, me, 
sugar, jute rubber md pepper, lor the re 
maming crops they are CIF quotations at 
major consuming temres Bt'iause of this 
comparisons need to be made with s arc since 
transport costs arc being ignored, and for 
certain crops, notably tobacc o and bananas, 
differences in quality may also exist although 
attempts have been made to compare like 
with like ^ 

On the basis of these comparisons it can 
be said that duiing the IVKOs Indi in puces 
were generally lower ‘ban world prices for 
nee, cotton, coHoc tob.icco, peppei and 
bananas they weic unambiguously higher 
than world prices lor sugar rubber and 
oilseeds (including coconut but with the 
possiblccxceplionof groundnut) and were 
almost identical with world prices tor lea 
and|ute Foi wheat indniai/e, Indian prices 
were such that considering the spread of 
transport costs they weie always higher 
than world piitcs on an exporiiblc basis 
but sometimes lower dt m importable ba 
SIS In geneial ii in ly he said that Indian 
prices weie kiwei lor > whole set ot ciops 
which are cum lUl' cxpoitcd and also toi 
some fruit an ilihles currently not 
traded, but high i c rops in whose c asc a 
deltbeiatepoi) ^ 'nport siihstituiion has 
been tollowcvl m iitly and tor which ic 
cent growth I itcM i output have been above 
aveiage * Moi ililiough movements 
in Indian and >iUI pi ices were it any 
thing, gcneiillv loiiclatcd positively 
with each oitu ■ i > ilso evident that the 
degree ot suci com I iiion w.is extremely 
low except tot Ic I iiile pepper and cotton ' 
and Ihit in most iscs the world prices 
showed greatci iiiibility iiound the 
trend than the 11 iiesponding domestic 
prices fur India 

Fhesc absolute pne e comparisons, though 
indicative, are howeserot limited usefulness 
mgaugingthcrepi icussions of possible inde 
liberalisation bet lusc changes in the ex 
change rate can alter the list ot crops lor 
which Indian prices arc lowci or higher than 
world pnccs Indeed the substantial dt pre 
ciation ot the rupee in the pciiod since mid 
1991 , has made many crons notably wheat 
relatively t hcaper in India than abroad And 
mice further exch ingc late adjustments are 
likely. It IS prefer ible to conccnli ate on price 
comparisons whn li do not depend upon the 
choice ot the esch inge latc 
The obvious ineasuie Irom this point ot 
view IS to comp ire price relatives rather than 
absolute prices I ible i sets out the 1980 
1990 average Ind’ n ,incl world rcl uivepfices 
for the selected ciops in all cases taking 
wheat as the niinu raire The choice of wheat 
as numeiairc follow s fioni the fact that this is 


a staple crop in India and for which, unlike 
nee, world trade is significant as a propor¬ 
tion ot world output Moreover India is cur 
rently just about self-sufficient in wheat, 
without much export or import, and the 
Indian price is currently within the band of 
transport cost differentials so that in free 
market terms there is little pnvate incentive 
to trade, and this situation is unlikely to 
change radically m the near future The 
table also gives the coefficient of vanation 
of these relative pnees for India and the 
world 

What this table shows is that relative to 
wheat must crops are cheaper in India, the 
major exceptions being sugar, coconut and 
mbber Maue, soybean and groundnut have 
more oi less the same relatives in India as in 
the woild Thus, freer trade would lead to an 
increase in the relative domestic prices of 
most crops fhe most signi flcant among these 
IS rice III which, at present, world trade is 
miiginal Also with the exception of tea, 
jute and soybean, the coefficient of vanation 
ot prices IS less in India, so that freer tradois 


likely to lead to greater pnee instability in the 
Indian domestic maricet 
These crop pnee comparisons need to be 
supplemented by a brief discussion of input 
pnees This is important because along 
with liberalisation, reduction of subsidies 
on inputs IS part of the agenda both in the 
domestic stabilisation and structural ad¬ 
justment programme anU in GATT There 
are broadly two issues involved here First, 
there is the question of whether reduction 
ot these subsidies will affect different crops 
differently and, if so. how will relative 
profitability change Secondly, to the ex¬ 
tent that subsidy withdrawals reduce out¬ 
put, they will raise domestic pnees, hence 
affect international competitiveness and it 
IS necessary in this context to ask how inpu* 
prices in India compare with elsewhere 
In India, the main input subsidies received 
by agriculture relate to fertiliser, electncity 
and imgation, and the incidence of such 
subsidies vanes considerably across crops 
By far the most subsidised crops in terms of 
the incidence of budgetary subsidies as a 


Taki I 2 India’s Ounvr oi- SaECTFD Crops 

As Per Cent of World Output World Trade Indian Output 

as Per Cent of as Per Cent of 
1970 1980 1989 World Output World Trade 

1989 1989 


Wheal 

63 

7 1 

100 

198 

507 

Kiev 

200 

201 

21 2 

41 

512 5 

(iroundnul 

340 

29 6 

35 4 

64 

549 5 

Soybean 

00 

05 

17 

22 4 

77 

C upr,i 

101 

84 

78 

64 

1212 

Cotton 

79 

86 

8 I 

32 3 

25 2 

Juii 

33 3 

42 6 

409 

11 7 

349 7 

Kubhci 

30 

39 

53 

91 1 

59 

lob ato 

72 

83 

61 

192 

31 8 

Siigvr 

64 

50 

97 

10 2 

947 

Tea 

327 

30 5 

27 7 

47 6 

581 

C offoc 

17 

31 

37 

800 

46 

B in ina 

92 

117 

109 

188 

57 8 

Soune UNCI AD Lommodttt Yearbook 1991 





Tabu- 3 World and Indian Rh awe Prices (WHEAr=100) 


Ciop 

Wwld 



India 



Average 

Coefficient 

Average 

Coefficient 


Relative Pnee 

of Variation 

Relative Pace 

of Vanation 

Rici 

198 6 

16 5 

132 9 


43 

Colton 

1102 7 

14 6 

8069 


117 

Jule 

2417 

32 7 

1767 

45 3 

Iti 

1437 3 

21 3 

11463 

223 

( otfic 

1857 9 

29 6 

9503 

187 

fobacLO 

2565 9 

160 

845 1 

117 

Ptppci 

23094 

646 

1286 4 

414 

Ban ina 

283 0 

18 1 

616 


94 

(iroundnul 

2766 

21 3 

261 8 

109 

M.u/e 

87 2 

77 

94 5 


54 

Sovbtan 

175 2 

85 

1913 


98 

C opra 

255 3 

31 3 

746 2 

245 

Su| u 

155 3 

501 

265 5 


84 

Rubbir 

664 5 

164 

818 2 


82 


Stiunes World prices are UNCTAD Reference Prices as given in UNCI AD Monthly Commotbty 
/’ni i Bulleiint (various) and Indian paces are annual averages of quotations of absolute 
whoksale paces 
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percentage of cost of production are sugar¬ 
cane and <rheat. with nee and cotton receiv¬ 
ing less subsidy than average As a result, 
the effect of subsidy withdrawals on relative 
(Hofitabilities would be broadly in the same 
direction as that of trade lib^alisauon It 
would cause domestic pnees to go up gener¬ 
ally, alcmg with a reduction ui the relative 
profitability of sugarcane and with relative 
increases in the profitability of growing nee 
and cotton 

As to companng Indian pnees of inputs 
with those in the rest of the world, the only 
subsidised input which is tradable is fertiliser 
Indian fertiliser pnees are subsidised, and 
the fertiliser subsidy is the largest subsidy 
Item in the central government budget How¬ 
ever, the budgetary subsidy overstates the 
extmt of economic subsidy given to farmers 
using fertilisers Defining the economic sub 
sidy as the difference between the impon 
panty pnee (including transport and distn 
button costs) and the pnee paid by the farmer 
this was only around half of the budgetary 
subsidy dunng the 1980s, the remaining pan 
being in effect a protective subsidy to do 
mestic fertiliser manufarturers Moreover, 
the world fertiliser market is also extremely 
imperfect with most countnes subsidising 
their farmers and with trade pnees higher 
and more volatile than the domestic pnee in 
most countnes As a result, the nee (and 
wheat) pnee of fertilisers in India are in fact 
higher than in most major agnculture pro¬ 
ducing countnes and unilateral subsidy re 
duchon IS likely to increase further this com 
parative disadvantage of the Indian farmer 
and reduce the already internationally low 
rates of fertiliser application " Moreover, 
since current Indian fertiliser production is 
large in relation to world fertiliser trade, and 
subsidy elimination would depress this pro 
duction significantly, a sizeable increase is 
likely in the volume and hence price of 
imported fertilisers 


Implications and Consequences of 
Unilateral Liberalisation 

Following the discussion above in this 
section it IS necessary to draw out the impli¬ 
cations of unilateral liberalisation of agnciU- 
tural trade by India Since India is a large 
world producer and consumer of agricultural 
commodities, such liberalisation'is likely to 
have an impact on world pnees And, be 
cause agnculture is such a large part of the 
Indian economy, supplying wage goods and 
raw matenals to other sectors, pnee reper¬ 
cussions in agnculture would have a sigm- 
ficant impact elsewhere in the Indian eco¬ 
nomy Given these pervasive effects, the full 
effects of such liberalisation are difficalt to 
enumerate, let alone quantify, even with the 
aid of large CompuU^le General Equilibn- 
um models The discussion here is not based 


on any such model, and cannot therefore 
make any precise quantitative claims How¬ 
ever, the impoitant qualitative issues can be 
identified and the likely direction of the 
ensuing changes indicated 

(a) Terms or Tradi 

Given that India accounts for a significant 
share of world output, and that a iclatively 
small proportion of world output enters into 
world trade (or most agricultural commodi 
ties, a larger participation by India in such 
world trade is bound to worsen its terms of 
trade 

This IS particularly the case for exportables 
such as nee and cotton In the case of nee 
with total world trade currently less than a 
fiflh of Indian production and with the poten 
bally large east Asian madeets currently closed 
through quantitative restnctions, there is 
likely to be a very large fall in world pnees 
even if India attempts to increase her exports 
by a relatively small share of domestic pro 
duction For raw cotton, too, a drop in export 
price can be expected although the price 
implication may be somewhat less because 
India s output is nut as large a proportion ot 
world trade as in the case of nee, but here 
there is the further implication that large raw 
cotton exports by India would hurt the intei 
national competitiveness ot India's impor¬ 
tant cotton textile industry by pushing up its 
domestic costs while reducing the costs of its 
competitois abroad 

Similarly, an increase in the pnees of 
imponables is expected to follow any signi¬ 
ficant increase in the volume of imports 
Thus, if the existing protection to oilseeds is 
removed and oilseed production thereby re 
duced, there may be a significant increase in 
both the volume and the pnee of such im 
ports Even more significant may be the 
implication for sugar of which India is now 
the world's largest consumer and whose do 
mestic pnees are cuitently almost double 
world pnees Freeing sugar imports (cur 
rently banned as a consumer good) may lead 
simultaneously to large imports and a con 
siderable hardening of world prices A sini 
liar effect is expected for coconut and, to a 
somewhat lesser extent, for rubber 


(b) Baiance OF Trade 

In view of the adverse termsoftradeimpli 
cabons of trade liberalisation the consc 
quences for the balance of trade would de 
pend largely on what happens to trade vol 
umes In the medium term, a worsening in 
the balance of trade may be expected be 
cause the trade policy changes so fai have 
been asymmetrical with agncultural imports 
liberalised but without a corresponding oe 
grcc of liberalisation of agncultural exports 
For reasons given above, this trend is likely 
to be accentuated even more if liberalisation 
extends to the import of sugar and edible oils 


and this occurs before export increases 
matenalisc 

However, even if exports are liberalised, 
export earnings may not improve much 
without significant further dev^uation Thu 
IS because in the case ot pce, the combina¬ 
tion of an expected world price decline ftd- 
lowing exports and the (act that domestic 
pnee elasticities (tor both demand and su|^> 
ply) are small is likely to mean only a small 
increase in the exportable surplus and an 
even smaller me leasc in export revenue '* In 
order to generate sufficient export volumes 
without waiting tor concspondtng output 
increases which arc likely to be slow, it 
would be necessai y to squeeze consumption 
through a devaluation induced nse in pnees 
For cotton there may well be a fairly quick 
increase in the camings trum raw cotton 
exports, but in the absence of devaluation 
this may well be swamped by a contractionin 
exports of cotton manufactures More gener¬ 
ally witli puces of cereals and texules in¬ 
creasing, the cost of living of industnal work¬ 
ers IS likely to go up despite any fall in the 
pnee ot sugar and oilseeds and, consequent¬ 
ly wage costs are likely to increase, requir¬ 
ing further devaluation induced real wage 
reductions to maintain international parity 

In fact, the real export |x>tential from agn¬ 
culture may not lie in these ma^or crops at all 
but in the development of hoiticulture and 
food processing And, m the case of these, it 
IS not at all clear that current trade policy 
restnctions are the major handicaps at present 
The requirements here are marketing, tech¬ 
nology and quality control and besides much 
improved infrastructure the supply of these 
would probably require added incentives for 
transnational firms 

(c) DoMFSIK PrK 1 S hMj I (XIO SltURTTY 

Since food and clothing prices are likely to 
increase with agricultural ti ade liberalisation 
even without devaluation and since further 
devaluation is likely to hicomc necessary to 
keep the current account Jeticit in the bal¬ 
ance ot payments within manageable pro¬ 
portions an increase in the degree of open¬ 
ness of the economy following liberalisation 
IS bound to increase domestic puces in abso¬ 
lute terms, and also lead to relative price 
changes which hurt the p'K>r more than the 
rich or even the non poor 

Also as has alread> b-cn noted world 
food prices are cons'dcrably mote volatile 
than Indian pnees at least thus tar and 
thcictorc ptice instabilities arc likely to in¬ 
crease unless some lantt oi non tanfi wedge 
between woi Id prices i id domestic prices is 
retained An implication ot this is that it 
would be inappropriate to k place the current 
buftcr Slock policy by one where interna¬ 
tional reserves arc built up and reliance put 
only on trade to even oui llur tuaiions due to 
weather "Moreover ills ilmoa cert tin that 
teduced self sufticicnev oO reduced gov- 
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eminent procurement may erode the ability 
of the state to carry out the market interven¬ 
tion needed foi an adequate buffer stock 
policy, and to avoid or mitigate, through 
public distribution, the possibility of sudden 
episodes of high food price inflation follow¬ 
ing unforeseen local shortages. Furthermore, 
with India entering a period where balance of 
payments problems are likely to become 
more severe in the medium term, and pres¬ 
sures on the exchange rate of the rupee cor¬ 
respondingly greater, currency speculation 
could result in sudden devaluations leading, 
in the presence of free agricultural trade, to 
possible periods of rapid and unanticipated 
food price increases. In a country where 40 
per cent of the rural workforce is employed 
as casual labour, with highly seasonal em¬ 
ployment and with extremely low degrees of 
wage indexation, the principal victim of 
liberalised agricultural trade may well be 
India's acclaimed ability, developed assidu¬ 
ously over the past quarter of a century, to 
prevent widespread famines despite large 
underlying poverty. 

(d) Distribution OF Income AND 
Comparative Advantage 

Clearly, as with any liberalisation, there 
will be gainers and losers from liberalisation 
of agricultural trade in India. The most obvi¬ 
ous way of looking at this is to .say that the 
gainers will be the producers of crops such as 
rice and cotton which are currently priced 
below world prices and consuniers of goods 
such as sugar and oilseeds which are cur¬ 
rently priced above world prices. And, 
simultaneously, producers of oilseeds and 
sugar will lo^ along with consumers of rice 
and cotton. But this way of lookipg at the 
distributional impact has merits as well as 
weaknesses. 

On the positive side, it focuses on the fact 
that there might be fairly large redistribution 
of income across regions. Clearly, the pre¬ 
dominantly rice growing regions in the south 
and east would gain, and so would cotton 
growing regions in the west. Rice and cotton 
re grown also in the north but the gains here 
re likely to be less, in part because here 
these crops arc grown almost entirely under 
irrigated conditions with much more inten¬ 
sive fertiliser use and, therefore, the adverse 
effects of any simultaneous cuts in input 
subsidy arc likely to be larger. The main 
losers will be growers of sugarcane and oil¬ 
seeds, the former concentrated in irrigated 
parts of the north and the west and the latter 
in the dry regions of Peninsular India. But, of 
these, the loss is likely to be greater in the 
poorer dry regions growing oilseeds than the 
rich irrigated sugarcane regions because the 
scope of diversifying into other high valued 
crops is iess.'^ 

'^us, the regional impact is likely to have 
both equalising (poor rice growing regions 
gaining) and unequalising (poor dry regions 


growing oilseeds losing) features. But it is 
important to recognise that an weakness of 
this way of looking at the problem is that this 
glosses over the fact that it is precisely the 
rice growing regions which currently have 
the highest concentrations of poor casual 
agricultural labourers who will lose most if 
their wages do not keep up with rice prices 
and if their employment also fails to grow. 
Unfortunately, the available evidence does 
not suggest that the reshuffling of resources 
over crops consequent upon trade libera¬ 
lisation will in it.self increase agricultural 
employment without further investment and/ 
or a modicum of land redistribution away 
from the rich.*' Of course, it is possible that 
if agriculturists in a region become generally 
richer, then investment may pick up and 
more opportunities become available for the 
poor in non-agricultural activities. But, be¬ 
sides the histoncal fact that such ''trickle- 
down' has not been adequate in the past, 
there is the further problem that it is precisely 
these regions which are currently most lack¬ 
ing in infrastructure, and cutbacks in public 
investment, subsidies, and credit, as a result 
of the stabilisation policies being followed, 
mayimpedethc 'catching-up' process which 
appears to have begun recently in some parts 
of the poor rice-growing eastern region, par- 
tieularly West Bengal. 

(e) OimVI AND EmPIAIYMI NT 

Notwithstanding these arguments on food 
security and equity, it is'sometimes argued 
that trade liberalisation is on balance desir¬ 
able because of its supposed positive impact 
on agricultural output and employment. This 
impact, acting mainly through the income 
and incentive effects of higher agricultural 
prices consequent to liberalisation, is depen¬ 
dent entirely on whether prices do increase 
(and the reverse will generally be the ca.se for 
important commodities like edible oils and 
sugar) and on the likely supply response of 
agriculture. The latter will, of course, depend 
on the degree of price-responsiveness of 
agricultural output, which though high for 
certain individual crops is low for aggregate 
output, but there is also much else. Available 
studies show that more than SU per cent of 
increments in agricultural output in India in 
recent years arc attributable to shifter van- 
abics, such as technology and infrastructure, 
which arc unlikely to be responsive to incen¬ 
tives or investment in the private sector.'" 
These considerations, which emphasise the 
fact thaj non-price (actors (particularly tech¬ 
nology and infrastructure) are likely to be 
more important than the price consequences 
of trade libciahsation, apply with even greater 
force to the argument that a liberalisation of 
trade generally (i e, not just in agricultural 
commodities) would boost agriculture by 
removing the ‘bias’ against it. 

While greater attention than in the past to 
India's comparative advantages within agri¬ 


culture is certainly necessary, it does not 
necessarily follow that India’s long run com¬ 
parative advantage lies in agriculture given 
her high man-land ratio and limited water 
resources. Moreover, it is fairly clear that 
public investment (which in the Indian con¬ 
text crowds-in rather than ciowds-out pri¬ 
vate investment) is critical in order to reap 
the benefits of comparatit’e advantage, and 
financing of such investment would require 
some bias against agriculture at least as long 
as the tax system remains dependent entirely 
on non-agriculture. 

As far as employment is concerned, the 
effects on direct agricultural, employment 
would run in the same direction as output. 
But it is important to note that recent trends 
suggest that the elasticity of employment 
with respect to output is declining rapidly so 
that the direct employment potential of the 
agricultural sector is becoming less, particu¬ 
larly in pockets of high land productivity, 
and it is the secondary effects of higher 
agricultural output on employment which 
may be more important. In this context, it 
may be noted that agricultural trade- 
liberalisation may have negative effects be¬ 
cause both sugar and oilseeds production, 
which are expected to declinc,,have signifi¬ 
cantly larger industrial linkages than most 
other crops. And, employment in the cotton 
textile sector is also likely to be affected 
adversely, despite higher raw cotton produc¬ 
tion, because, as discussed earlier, freer trade, 
is likely to reduce the international compe¬ 
titiveness of this industry. It is possible of 
course that more positive results may follow 
if trade liberalisation causes a massive take¬ 
off in fruit and ve^table production and 
processing. But, as mentioned earlier, this 
will depend on the development of infra¬ 
structure and export market links and, in any 
case, docs not really require that agricultural 
trade be liberalised generally. The most sig¬ 
nificant effect of the latter on employment, 
both agricultural and non-agricultural, may 
well be through its other consequence, also 
discussed earlier, that higher prices of wage 
goods relative to capital go^s will cause 
relative factor price movements which lower 
employment unless large declines real wages 
arc allowed. 

These conclusions about the consequen¬ 
ces of unilateral trade liberalisation are 
borne out by results of simulations done re¬ 
cently with Computable GeneraLEquilibri- 
um models. Such models, as applied to 
Indian agriculture, are all rather flawed be¬ 
cause they make the ‘small country' assump¬ 
tion that world prices wUJ remain unchang^ 
when India liberalises agricultural trade. Not 
surprisingly, therefore, these models predict 
sharp increases in export earnings (and in 
imports) following literalisation. But, sig¬ 
nificantly, agricultural value added is pre¬ 
dicted to rise marginally at best and even 
falls in some variants. The exact butcomes 
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depend on whether trade Itb^isation is 
limited td unprocessed crops orextends to all 
contmddities. But even in the latter case, 
when agricultural GDP does rise, only the 
large fanners benefit, with the urban and 
rural poor worse-off because of higher food 
prices.” 

VI 

Uruguay Round, Multilateral 
Liberalisation and Indian 
Agriculture 

The multilateral trading system, em¬ 
bodied in the General Agreement on Tariffs 
and Trade, is. in principle, applicable to 
international trade in all goods but, in prac¬ 
tice, differentiates between manufactured 
goods and agricultural commodities. For the 
past four decades, trade in agriculture has. de 
facto, been excluded from the GATT sys¬ 
tem.” First, there is no discipline on domes¬ 
tic support, with the exception of a non- 
operative clause for consultations in theevent 
of serious prejudice. Second, in the sphere of 
export subsidies, there is a “virtual” waiver 
or exception for agriculture speciried in Ar¬ 
ticle XVI on subsidies. Third, in the realm of 
imports, for agriculture there is a departure 
from the commitment to eliminate quantita¬ 
tive restrictions set out in Article XI, for 
foodstuffs, critical raw materials and, in gen¬ 
eral, for stabilisation measures in the agricul¬ 
tural sector. ” Taken together, this has meant 
that trade in agriculture is simply not subject 
to the regime of international discipline em¬ 
bodied in the GATT. The Uruguay Round of 
multilateral trade negotiations se^s to bring 
trade in agriculture under GATT discipline. 
The outcome is not definite or settled tnit the 
Dunkel Text provides a clear pointer to the 
probable changes on the horizon.” 

It is important to note that the Dunkel Text 
on agriculture goes far beyond traditional 
GATT concerns in the sphim of export sub¬ 
sidies or import restrictions\and extends to 
the whole gamut of dpmestic Wonomic poli¬ 
cies in the sphere of agriculture.^' Thus, the 
Dunkel proposals are not confined to border 
measures that may affect the movement of 
agricultural goods across national bound¬ 
aries, but constitute a fundamental departure 
from the traditional paradigm of the GATT 
to introduce discipline on intra-border eco¬ 
nomic regimes which would inevitably 
mean a transgression of sovereign economic 
space. In outlining the essence of the Dunkel 
Text on agriculture, therefore, it would only 
be appropriate to draw a distinction between 
old GATT concerns and new trans-GATT 
concerns. 

The stipulations on export subsidies are 
straightforward insofar as trade in agricul- 
tureis to be progressively subjected toGATT 
discipline. The new regime for subsiiUes on 
exports is not to be implemented overnight. 
Over a period of six years, the subsidised 


volume ofexpoits is to be reduced by 21 per 
cent while the budgetary support for export 
subsidies in terms of value is to be reduced 
by 36 per cent. 

The stipulations on the import regime, as 
also the plans for liberalisation of trade in 
agriculture, are more elaborate and complex. 
Firet, imports, that is market access, can be 
restricted only for specified reasons such as 
balance of payments considerations and not 
for general protection of domestic agricul¬ 
ture. Second, such restrictions on imports 
must be price-based alone, so that all non- 
tariff measures including quantitati ve restric¬ 
tions would have to be converted into their 
tariff equivalents, with a commitment to 
reduce Aese tariffs by 36 per cent over a 
period of six years. Third, in addition, coun¬ 
tries must provide a guaranteed minimum 
market access to imports which would be at 
least 3 per cent of domestic consumption to 
start with and would be expanded to reach 5 
percentoveraperiodofSix years; in thecase 
of developing countries, the minimum mar¬ 
ket access commitment would be less,' at 
two-thirds of what is specified for others, i e, 
2 per cent to start with and then increasing to 
3.33 per cent over a longer, period of 10 
years; it is also stipulated that the market 
access so provided cannot, at any stage, be 
less than actual average annual imports dur¬ 
ing the period 1986-1988. 

The limits placed on permissible govem- 
ritent domestic support for agriculture seek 
to subject domestic economic policies vis-a-vis 
the agricultural sector to an intenuttional 
regime of discipline. The proposals embod¬ 
ied in the Dunkel Text distinguish between 
two forms of domestic support for agncul- 
ture that can be extended by governments. 
The measures that can be retained are 
categorised as green and include support for 
depressed areas, the environment, the infra¬ 
structure, extension services, plant protec¬ 
tion. R and D activities and so on; in addition, 
subsidies to low-income and resource-poor 
farmers would be allowed. The measures 
that are to be brought within the purview of 
the GATT discipline are categorised as am¬ 
ber and include all other forms of support to 
agriculture that benefit producers in the form 
of lower prices for inputs or higher prices for 
outputs. The direct budgetary support in the 
form of expenditure disbursed and the in¬ 
direct budgetary support ip the form of lev- 
enue foregone must be included in comput- 
ing4he aggregate measure of support, llie 
support implicit in any divergence between 
domestic prices and world prices of inputs 
purchased, or outputs sold, by the agricul¬ 
tural sector is also to be taken into consider¬ 
ation. For developed countries, domestic 
support to agriculture is subject to a maxi¬ 
mum limit of S per cent of the value of output 
in each product and in the aggregate, but for 
developing countries the maximum limits 
are higher at 10 per cent Incases where domes¬ 


tic support to agriculture excMds the stipu¬ 
lated ceilings, such domestic support is to be 
reduced from the existing level, by 20 per 
cent over a period of six years in developed 
countries and by 13.33 per cent over a period 
of 10 years in the developing countries.” 

The proposed multilateral liberalisation 
of trade in agriculture qpd the introduction 
of an international regime of discipline for 
domestic support to agriculture would obvi¬ 
ously influence the output of, the trade in, 
and the prices of, agricultural commodities 
in the world economy. This, in turn, is bound 
to have significant implications and con¬ 
sequences for the agricultural sector in 
India. In a general equilibrium world, 
characterised by high degrees of uncertainty 
and interdependence, precise or quantitative 
analysis is exceedingly difficult if not im¬ 
possible. It IS, however, possible to identify 
the important issues and sketch likely out¬ 
comes or plausible scenarios. More ttefini- 
tive analysis can only be based on elaborate 
research which is beyond the scope of this 
essay. The issues consideredbelow are illus¬ 
trative rather than exhaustive. 

(a) World Prices 

The culmination of the Uruguay Round of 
multilateral trade negotiations, in line with 
the Dunkel Text, would mean that trade in. 
and domestic support to, agriculture would 
be subject to GATT discipliiK. The most 
important consequence, perhaps, would be a 
progressive withdrawal of agricultural sub¬ 
sidies in the industrialised countries, partic¬ 
ularly in the European Community, ^ the 
consequent increase in the world prices of 
such subsidised commodities. Tobeginwilh, 
a reduction in subsidies would lead to apart' 
passu increase in prices but, over tim e, t he 
price responsiveness of supply and demand 
would moderate the increase in prices.” In 
any case, the benefits would accrue to coun¬ 
tries that export these commodities while the 
costs would be borne by countries that im¬ 
port the^ commodities. In principle, then, 
the benefits and the costs to India would 
depend upon whether it is a net exporter or 
a net importer of such agricultural com¬ 
modities. 

it is important to recognise that the cuts 
in agricultural subsidies mandated by the 
Uruguay Round would, by and large, raise 
the prices of temperate crops. The prices of 
most tropical products, which* constitute 
India’s traditional agricultural exporb and 
where India has a revealed comparative ad- ; 
vantage, would not be influenced by the i 
outcome of the Uruguay Round. Thus, the 
impact would depend upon India’s trade in , 
temperate climate agricultural commodities. 
The withdrawal of subsidies in Europe would 
raise the world prices of temperate crops 
such as wheat, oilseeds (hence edible oils), 
and sugar-beet (hence sugar), just as it would 
raise the world prices of dairy products, or of 
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temperaie fruiu and vegetables. The with¬ 
drawal of subsidies in Japan would rai.se the 
wortd prices of rice. India would be worse 
off in so far as it is a definite net importer of 
oilseeds or edible oils. India would be better 
off insofar as it can become a major net 
exporter of wheat, rice, sugar and livestock 
pr^ucts. It is not clear, however, that sub¬ 
stantial gains would materialise. For one, 
given the demographic pressure on land, the 
neglect of agricultural investment and exist¬ 
ing structural imbalances, it is unlikely that 
India can transform itself rapidly from bare 
self-sufficiency to emerge as a large net 
exporter of cereals, whether wheat or rice. 
For another, should this happen, it would be 
associated with a deterioration in the terms 
of trade, inasmuch as India’s exports may be 
large enough to dampen world prices, and an 
escalation in domestic inices of cereals, which 
would inevitably hurt the poor.^ 

(b) Subsidies AND Support 

It has been estimated by the ministry of 
commerce that the aggregate measure of 
support to agriculture in India is S.2 per cent, 
and would be even lower if the exemptions 
allowed for low-income resource-poor 
farmers were to be taken into account.” As 
this is less than the 10 per cent de minimis 
provided for in the Durikel Text, it appears 
that subsidies need not be reduced. However, 
the basis of these computations has not 
been made public and there remains the 
possibility that these underestimate the de¬ 
gree of support since cross-subsidisation of 
agriculture by public utilities outside the 
budget is common in India. Given the present 
compulsions to phase out such cross- 
subsidisation and make .subsidies more trans¬ 
parent in the budget, it is possible that bud¬ 
getary support tor agriculture may nse over 
time. If, as a consequence, domestic support 
exceeds the de minimis level, the Dunkel 
Text would have definite implications, espe¬ 
cially as the de minimis percentage for do¬ 
mestic support is itself not given once-and- 
for-all and may be reduced in future 
negotiations.The explicit and implicit subsi¬ 
dies provided on inputs for the agncultural 
lector, whether on fertili.sers, irrigation, 
power or credit, would then constitute part ot 
the aggregate measure of support that would 
be subject to discipline. Hence, regimes oi 
subsidies which do not differentiate between 
farmers by size of holding, whether provided 
openly by Central or State governments or 
through the medium of concessional pneing 
by public utilities would be open to question. 

(c) PUBUr Disi RIBUTION SYSTEM AND 

Government Intervention* 

The proposals embodied in the Dunkel 
Text would impose two basic constraints on 
, the public distnbution system as it exists in 
India. First, it would mean that the govern¬ 
ment can buy foodgrains for its buffer stocks 


only at market prices and under no circum¬ 
stances at less than market prices. Second, it 
means that subsidised food, below market 
prices, cannot be made available to all do¬ 
mestic consumers but would have to be lim¬ 
ited to targeted groups in the population 
below a nutritional minimum. Ttese limita¬ 
tions would erode the basis of the present 
public distnbution system and inevitably 
limit its further expansion. We must, of 
course, recognise that the public distribution 
system in India is not without its flaws. It is 
not confined to the poor but extends to the 
non-poor. It does not reach out to all the poor! 
particularly in rural India. Yet, it is an impor¬ 
tant element of the food security system in 
India which would be at risk, because sub¬ 
sidies for consumers of food, as also the 
method of financing such subsidies, would 
be subjected to an international discipline. 

The capacity of the government to inter¬ 
vene in the market, in keeping with the 
needs of food security, .would be signifi¬ 
cantly circumscribed. Thus far, it has been 
possible for the government to build up buffer 
stocks of foodgrains. sometimes through pro¬ 
curement in the domestic market below mar¬ 
ket prices and sometimes through imports 
canalised through state trading organisations. 
The inventories so acquired, by the Food 
Coiporation of India, for the public distribu¬ 
tion system are, on occasions, released in the 
domestic market to dampen prices or infla¬ 
tionary expectations. The conclusion of the 
Uruguay Round in accordance with the 
Dunkel Text would almost certainly disrupt 
this mechanism. It would no longer be pos¬ 
sible forthe government to procure foodgrains 
from farmers below market prices. It would 
no longer be possible for the government to 
decide on imports, whereas decanalisation 
followed by tariffication would raise domes¬ 
tic prices of such imports. The possibilities 
of market intervention by the government to 
stabilise food prices, hence the general price 
level, would clearly be curbed by the pro¬ 
posals embodied in the Dunkel Text. 

(d) iNlhU-hCrUAL PROPERTY RIGHTS 

AND Agriculture 

The implications of the Uruguay Round 
for the agncultural sector in India are not 
confined to the Dunkel Text on agriculture. 
The Dunkel Text on trade related aspects of 
Intellectual Property Rights exclude.s from 
patentability “plants and ammals other than 
micro-organisms, and essentially biological 
processes for the production of plants or 
animalsotherthan non-bioiogical and micro¬ 
biological processes”, but stipulates that 
countries “shall provide for the protection of 
plant varieties either by patents or by an 
effccxwe sm generis system or by any combi¬ 
nation thereof.” There is, at least as yet, no 
compulsion to introduce patenting of seeds. 
In the absence of patents, however, there is on 
obligation to introduce a complete legal sys¬ 


tem dial would protect new |dant varieties in 
the interest of plant-breedm. The Dunkel 
Text provides no definition of such a sui 
generis system, but it is widely presumed 
that the International Gmvention for the 
Protection of New Varieties of Plants, termed 
the UPOV convention, should provide a point 
of reference or guidance. The system for pro¬ 
tection of plant varieties implicit in the origi¬ 
nal version, UPOV 1978, was confined only 
to production for commercial nuuketing in 
designated species, so that farmers could 
retain a part of their produce to be used for 
sowing in the following seasqn. The later 
version, UPOV 1991, is far more stringent 
and has moved the system of*protection of 
plant varieties closer to a patents system. 
There are restrictions on die rights of farmers 
to retain produce for their own use as seed in 
the next season, while the coverage has been 
extended from designated species to the en¬ 
tire plant kingdom. At this stage, it is not 
clear whether the new system for the protec¬ 
tion of plant varieties would be shaped by 
UPOV 1978 or UPOV 1991; the latter would 
obviously be more exacting from the view¬ 
point of farmers in developing countries.” It 
is clear, however, fhat while a sui generis 
system may allow some relief from immedi¬ 
ate patentability for plant varieties devel¬ 
oped out of purely biological processes, full 
patent protection will have to be extended to 
developments flowing from non-biological 
or microbiological processes, such as in the 
realm of bio-technology. 

These provisions for the protection of in¬ 
tellectual property rights have two important 
implications for Indian agriculture. First, 
access to new technology, embodied in high- 
yielding or disease resistant varieties, would 
become more difficult in terms of both avail¬ 
ability and price. The reason is simple. Once 
the beneflts of knowledge are privatised, and 
not in the public domain, new seeds or new 
technologies would not be easily accessible 
in the rural hinterland and even where these 
become available the cost of acquisition 
would bohigh. This is especially so because, 
with full patentability extendi to micro¬ 
organisms and also to non-biological and 
microbiological processes relating to plants 
and animals, India’s publicly funded, and so 
far fairly successful, agricultural research 
infrastructure would find it difficult to keep 
pace with new developments elsewhere, 
particularly in the promising area of bio¬ 
technology. Secondly, even if new techno¬ 
logies do become accessible, their diffusion 
across the rural hinterland would become 
more difficult and would inevitably slow 
down. This is because fdhners would not be 
able to adapt, propagate, sell or exchange 
seeds, even if seeds can be retained for their 
own use, without adding signifieantly to 
transaction costs. In an economy such as 
India, where a large proportion of seed re¬ 
quirements in agriculture are met through 
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exchange or sales transactions between farm¬ 
ers, such a regime would inevitably con¬ 
strain the.quick dissemination and spread of 
new seeds and varieties. Taken together, 
theseimplications for access to and diffusion 
of new technology will affect adversely the 
rate of productivity growth in Indian agri¬ 
culture, both absolutely and even more so 
relative to agricultural productivity in the 
developed countries. Thus, developing coun¬ 
tries, such as India, may or may not gainfrom 
the transient increase in world agricultural 
prices consequent to the once-and-for-all 
subsidy reduction in the developed countries 
proposed in the Dunkel agriculture text, but 
they are almost certain to lose, as a result of 
the TRIPS provisions, in the more long-run 
outcomes in intenutional trade where differ¬ 
ences in technological capabilities count for 
far more than static comparative advantage. 

(e) Sequence OF IjBERAUSATioN 

The preceding discussion suggests that 
the impact of the Uruguay Round on Indian 
agriculture would not be limited to the 
volume, the prices or the value of trade in 
agricultural commodities. It would extend 
much beyond trade into domestic spheres 
such as subsidies and support for agricul¬ 
tural production, the public distribution sys¬ 
tem, market intervention by government and 
access to and diffusion of technology. This 
impact may, in fact, turn out to be fv more 
complexif we consider the probablechanges 
in the international context in conjunction 
with the actual trade policy reform in the 
national context. The problems of analysis 
may be complicated further if conditions 
imposed in medium-term structural adjust¬ 
ment programmes, negotiated with the mul¬ 
tilateral financial institutions, lead to signif- 
ioant policy changes in the sphere of agricul¬ 
ture. In terms of temporal sequence so far, 
unilateral trade liberalisation, induced in 
part by such conditionalities, has preceded 
multilateral trade liberalisation contemplated 
in the Dunkel Text; it is also possible that 
some elements of the multilateral obliga¬ 
tions mandated by the Uruguay Round, par¬ 
ticularly those related to trade liberalisation 
and domestic subsidies, may be implement¬ 
ed on an unilateral basis as part of the 
prograiruiMs negotiated with the IMF or the 
World Bank. This sequence has two impor¬ 
tant implicatiqns. First, the unilateral 
liberalisation of trade in agriculture implies 
that the significant reduction of barriers to 
trade has simply not been used as a quid pro 
quo,or a bargaining point, in the multilateral 
trade negotiations. Second, if unilateral 
liberalisation is followed by multilateral 
liberalisation after a time lag, it would have 
an impact on trade volumes, import prices 
and domestic productiim that deserves atten¬ 
tion. Consider the example of oilseeds and 
sugar where domestic prices arq, at present. 


significantly higher than wmld prices. To 
begin with, unilateral trade liberalisation 
would expand the volume of imports and 
contract the domestic production of these 
importables. Land under oilseeds and sugar¬ 
cane may be switched to alternative uses, 
while some processing capacities for edible 
oils and sugar may have to be shut down. 
Insofar as the small country assumption is 
not valid for India, world pnees of these 
commodities may rise, so that the increase in 
the import bill would be greater than the 
increase in impon volume. Some time later, 
multilateral liberalisation would raise the 
world prices of these commodities further. 
This may. in turn, through increased profit¬ 
ability, revive the domestic production of 
such importables in the agricultural sector. 
Land use may once again shift to oilseeds 
and sugarcane, just as processing capacities 
for edible oils and sugar may be need^ once 
again. Actual outcomes are, of course, im¬ 
possible to predict, but it is worth thinking 
about the stop-go implications of such an 
intuitively plausible scenaria 

VII 

Concluding Observations 

It is exceedingly difficult to analyse the 
implications and the consequences of trade 
policy reform in the national context and 
multilateral trade policy changes in the inter¬ 
national context for Indian agriculture. This 
IS so for many reasons. First, domestic trade 
policy reform is a process that has begun 
but is by no means complete; even if it 
were, the impact of the trade policy regime 
on the agricultural sector cannot be easily 
separated from that of other factors and de¬ 
velopments in the economy. Second, the 
outcome of the Uruguay Round of mulu- 
iateral trade negotiations is by no means 
definite; indeed, the conflict between the US 
and the European Community may lead to 
significant compromises in the Dunkel Text 
on agriculture; even when the outcome is 
known, however, it would be difficult, 
ex hypothesi, to assess its impact on world 
output, world trade and world prices of agri¬ 
cultural commodities. Third, the longer term 
impact on Indian agriculture would be deter¬ 
mined by an interaction of the changes in 
national trade policy and international trade 
policy; this inter-dependence makes the task 
of the analyst even more complex. 

It is essential to recognise these problems. 
But the complexities and uncertainties should 
not mean that such an important set of issues 
is left unexplored. Indeed, the analysis in this 
paper, preliminary though it is, suggests far- 
reaching implications and consequences 
which deserve closei; examination and fur¬ 
ther research. Instead of summing up the 
preceding discussion, however, it may be 
more appropriate to state some conclusions 


and highlight some policy implications that' 
emerge. 

The trade policy reform in India, which'' 
seeks to dismantle restrictions on trade other • 
than tariffs, and to bring domestic prices 
closer to world prices, represents a fiinda- 
mental departure from the past. It may set In 
motion a sequence of changes large enough 
to reshape the parametersjxK simply for the | 
agricultural sector but for the economy as a | 
whole. The impact would not be confined to f 
trade flows. It would extend to output and ]’ 
prices. The changes in the distributim of | 
agricultural output and incomes betweoi re- 
gions may accentuate inequities which would I 
have political implications. The increases in I 
domestic prices of wr^e goods produced in I 
the agricultural sector are bound to erode | 
food security which, in turn, would have >1 
social consequences. There may not be much ‘.'i 
comfort in the balance of payments either, j 
Insofar'as the volume of India's agricultural \ 
importsorexportswouldaffectworldprices, j 
terms of trade are likely to worsen. The \ 
possibilities would be constrained further 
inasmuch as structural rigidities in the a^-^ 
cultural sector inhibit supply response. But i.' 
that is not all. The unilateral trade’.! 
liberalisation in IncUa would, perhaps, be.| 
followed by the multilateral liberalisation of j 
trade in agriculture and the introduction of an ^ 
international regime of discipline for domes-1 
tic support to, and intellectual property rights \ 
in, agriculture as integral parts of the UrU'^, 
guay Round. The impact of these develop-, 
ments, which would inevitably change the’ 
structure of relative prices attd costs in the ■ 
world economy, on Indian agriculture would; 
not be limited to the volume or the terms o( i 
trade in agricultural commodities. It woule' 
extend much beyond trade into domestit 
spheres such as subsidies for agricultural- 
production, support for the public distribu- ^ 
tion system and the potential for technOj-, 
logical progress. The new multilateral obli>' 
gations may impose costs on the agricultura ■ 
sector and the economy in India which art' 
not compensated for by benefits. Oncf, 
again, there may be no comfort in th*' 
balance of payments but food security ma}', 
be put at n.sk. 

The most important policy implication, 
which follows IS that it is necessary to bi’| 
extremely careful while proceeding with trad^ 
liberalisation in agriculture, particularly u 
the context of the changes likely to follow - 
successful conclusionofthe Urugday Round 
Although detailed policy suggestions wouh, 
be out of place, certain analyticai points. 
which should inform policy foimulsUion,di' 
need to be summans^ in conclusion: 

(1) Domestic relative prices of agricultui ' 
al commodities in India are quite difleret 
from world price relatives, so that price sig 
nals received by domestic producers may K 
different from those consistent with lam 
comparative advantage. It is, in princi|d( 
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[^sirable to reduce this gap between world 
‘'i and domestic relative prices. But this is sub- 
ject to the. important qualitlcatiun that India 
; is -a large producer or consumer of most 
' agricultural commodities in the world 
’ economy, so that dismantling exi.sting re¬ 
strictions on international trade would, in 
general, worsen the terms of trade. For this 
. reason, and purely in her own interest, India 
should retain some wedges between domes¬ 
tic and foreign relative prices so as to ensure 
that the terms of trade loss is not excessive. 
This prescription is based on the optimum 
tariff argument which suggests that, when 
the small country assumption is not valid, it 
may be nece.s.sary to restrict the volume of 
imports or exports either to improve the 
terms of trade or to prevent them from dete¬ 
riorating as much as they otherwise would. 

(2)The world market for agricultural com¬ 
modities is, at present, extremely imperfect 
^ and large changes in world price relati ves are 
likely if, for example, agreement on the 
.Uruguay Round leads to a rearrangement of 
the existing pattern of subsidies and other 
forms of government interventions in agri¬ 
culture. For this reason, the current world 
prices are unlikely to be good signals for the 
situation which might emerge in the medium 
term, say six -years hence. If adjusting the 
cunent pattern of production to that dictated 
■ by current world prices involves costs, these 
%sts may, to a large extent, turn out to have 
been incurred needlessly if world prices alter 
subsequently. This is particularly relevant 
for crops in which India is currently 
uncompetitive but for which world prices 
.'^likely to increase subsequent to an 
.hgreement in the Uruguay Round. It is im- 
'pottant, therefore, that any unilateral trade 
, ^liberalisation be sequenced properly with 
dw phased multilateral trade liberalisation 
■XI the anvil, keeping in view the po.ssibic 
mpact of the latter on the evolution of future 
jrorld prices. 

. (3) The current policy regime in India in 
I ilfecA taxes producers of agricultural com- 
,'. nodities (and the effect! vc taxation also var- 
fVtes substantially across crops) while 
aibsidising consumers of these commodi- 
, ies. The situation is exactly the opposite in 
IHich of the industrialised world, particular- 
y in the European Community and Japan, 
i where the policy regime subsidises produc- 
■{> Vtt of agricultural commodities directly from 
exchequer or indirectly through implicit 
;"|axation of consumers. The reluctance of 
viurope and Japan to liberalise trade in agri- 
'''•Ailture stems from a concern about the ad- 
/' rerse income distribution consequences for 
Introducers. In contrast, in India, where aver- 
ip^jge income levels are low, the concern is 
'^i:4bout consumers. To the extent that thepoor 
^anott of whose consumer expenditure is on 
jj^Bod) are a major beneficiary of thc.se im- 
jlidt subsidies, there will be an adverse 

distribution of income as a result of 


freeing international trade. There is thus an 
equity argument against rapid trade 
liberalisation. Similarly, some major manu¬ 
factured exports are in effect subsidised be- 
cau.se of the tower domestic price of agricul-, 
rural inputs (for example, cotton); and cheap 
food may also to a considerable extent be 
seen as providing an indirect wage subsidy. 
To the extent that such implicit subsidies to 
exports and employment are desirable in a 
labour surplus, foreign exchange constrain¬ 
ed economy, there is a ‘second-best or third- 
best' efficiency argument for not remov¬ 
ing trade controls on agriculture indiscrimi¬ 
nately. 

(4) In this context, it is possible to argue 
that it would be more efficient, and less 
costly for agriculture, if trade restrictions 
(other than the optimal tariffs) were removed 
and incomd transfers to the poor or subsidies 
to exports and employment provided directly, 
meeting the necessary expenditure through 
revenues raised by imposing dirwt taxes on 
agricultural producers. There is theoretical 
merit in such an argument’but it has its 
limitations. Even in terms of orthodox theory, 
such a tax-subsidy alternative may not be the 
first-best if the taxes levied involve large 
collection costs or impose sizeable distor¬ 
tions elsewhere and i f the disbursement costs 
of subsidies are significant. The feasibility of 
such a policy prescription is limited even 
more in view of the administrative and politi¬ 
cal problems inherent in collecting the nec¬ 
essary taxes, and because some of the re¬ 
quired subsidies may also be GATT incon¬ 
sistent. In any case, the equity and efficiency 
considerations involved mean that trade 
liberali.sation should follow rather than pre¬ 
cede steps to put in place the required trans- 
fers-subsidies framework and the revenue 
collection mechanism to sustain it. It should 
also be remembered that trade liberalisation 
is itself likely to lead to some loss in tax 
revenue.” This could adversely affect public 
investment in agnculture, much of which 
(especially in infrastructure and research) is 
complementary to, and will not be replaced 
by, private investment even if farmers be¬ 
come better off. Thus, the relative price 
changes consequent to trade liberalisation 
may, in the absence of an adequate fiscal 
effort, result in slowing down the pAce of 
long-run technological progress'in agricul- 
nire, already under threat from the TRIPS 
proposals in GATT. 

(5) So much for relative prices. In addi¬ 
tion, there is an absolute price implication 
which needs to be considered, especially in 
relation to the maintenance of food security. 
It follows from the fact that nominal wages in 
unorganised sectors of the Indian economy 
ha ve a very low degrqe of price indexation so 
that sudden increases in nominal food prices 
can cause large declines in food consump-. 
lion of the poor. This has been the major 
cause of famine mortality in the past. To 


gumd against such an outcome, |i is neoes- 
saiy to prevent any sharp upward movement 
of food prices either in the process of transi¬ 
tion to a new set of relative prices or in the 
course of normal price fluctuations. Two 
observations follow from this proposition. 
First, even if it is decided to move evoitually 
to a higher relative price for, say, rice, this 
should be phased carefully and not done 
suddenly by allowing free exports. Some 
policy device should be in place to ensure 
that sudi price increases occur only at a pace 
commensurate with the likely speed of ad¬ 
justment of wages in the unorganised sec¬ 
tors. Second, since world prices are currently 
more volatile than Indian domestia prices, it 
would be desirable to continue with the 
present domestic buffer stock policy for food 
security instead of replacing it with a policy 
of maintaining foreign exchange reserves 
and relying on foreign trade to even out 
productfon-consumption imbalances. What 
is more, since such a buffer stock policy is 
credible only if some wedge is retained 
between domestic and forei^ prices, this is 
a further argument not to move towards 
complete free trade in foodgrains. There are, 
of course, gains to be derived from trade, but 
an open trade regime ih foodgrains, which 
raises absolute pritxs and increases their 
instability, would put food security at risk. 

Hie considerations set out above dictate 
that India should retain wedges between do¬ 
mestic and world prices for a number of 
reasons: because sire is a large producer or 
consumer of most agricultural products; be¬ 
cause the world market for such products is 
highly imperfect and may alter substantial¬ 
ly in the near future; because problems of 
bixing agriculture directly preclude quick 
movement towards a more rational tax-sub¬ 
sidy-transfer scheiTC to serve the aids of 
equity and efficiency in a labour surplus, 
balance of payments constrained economy; 
and because the level and the stability of 
foodgrain prices is the basic determinant of 
food security. For this purpose, some trade 
policy intervention in agriculture is both 
necessary an;l desirable. ' 

The nature and the degree of such inter¬ 
vention would, of course, vary across com¬ 
modities and over time, but thoc are two 
propositions worth stating. First, tariffs on 
imports or taxes on exports may have to be 
significantly higho^ than the usual ‘opti¬ 
mum’ levels warranted by a concern about 
terms of trade, simply because* there are 
other important reasons for maintaining a 
larger w^ge between domestic and world 
prices. Second, in some agricultural com¬ 
modities, especially foodgrains, it may be 
necessary to use quantitative restrictions on 
trade in the interest of food security. In 
particular, some quota restrictions should 
continue on foodgrains exports and the gov¬ 
ernment should retain its buffer stock policy 
including the option of importing food in 
order to sell this in the domestic market ti 
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plica lower than'tliose pnvailin| iMer< 
nationally/In iKidition, quotas may also be 
necasary m casa where the import tanff or 
export tax equivalent of the quanuutive re- 
stniXion may be too high for the desired 
wedge between domestic and world pnces 
These prescnptions are not meant to de¬ 
tract from the proposition that a consider¬ 
able simplification of India’s foreign trade 
regime in agnculture is both feasible and 
desirable In parucular, the uncertainties 


created by the stop-go use of discretionary 
controls, or the ‘on-now-off-tomonow’ nature 
of much of the existing system of quantita¬ 
tive restriction on exports can and should be 
reduced by announcing export quotas in ad 
vance and maintaining these unchanged tor 
at least one year, the eui hoc nature of the 
current regime of tariffs should be rectified 
by basing these on a more rational and trans 
parent foundation, and, above all, consider 
ation of India’s comparative advantages 


should be made an integral part of domestic 
agricultural policy both while drawing up 
plans tor ml rasti ucturc investment and while 
scttingprocurcmcntorsupportpnces Itmust 
be recognised however, that all this requites 
more and not less careful intervention by 
government, which should treat libeialisation' 
not as an excuse fur abandoning its strategic 
role in agricultural development and ensur¬ 
ing loud SCI uniy hut as an opponunity to use 
markets lo heticr serve these ends 


Statistical Annexure 

Pwee Quotations Usfd for Graphs in 1 lxt 


CropXyear 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

World prices (US$/laimc) 
Wheia 

176 0 

177 7 

161 5 

158 1 

153 3 

137 8 

1149 

1145 

1464 

170 1 

i 

136 8 1 

Rice 

433 7 

482 8 

293 6 

276 8 

252 3 

2173 

2102 

229 8 

3016 

320 3 

2868 1 

Maize 

1S04 

1519 

123 5 

149 3 

152 3 

1266 

101 9 

91 8 

1262 

133 5 

1269 1 

Cotton 

2065 3 

1853 5 

1599 5 

1853 8 

17836 

1319 3 

1057 0 

1647 7 

13994 

1672 5 

18212 , 
9638 ; 
5412 i 

Groundnut od 

858 8 

1042 8 

5854 

7109 

10167 

9049 

569 4 

499 8 

S')0 3 

774 8 

Groundnut kemei 

4829 

6009 

4023 

3830 

418.0 

363 6 

1200 

2806 

331 5 

4354 

Soybean 

2963 

2884 

2445 

2817 

2821 

225 1 

208 4 

2158 

303 5 

2750 

2469 * 

Coconut oil 

674 3 

5700 

4644 

729 8 

11546 

5902 

296 5 

442 3 

564 8 

5168 

336 0 

Copra 

453 0 

378 9 

3140 

495 8 

709 3 

3860 

197 6 

309 2 

397 7 

347 9 

2307 1 

Sugar 

631 8 

3724 

185 3 

1866 

114 7 

89 5 

1334 

149 0 

224 7 

2820 

276 7 
3931 6 ^ 

Tobacco 

3142 8 

3538 8 

4029 1 

4088 8 

40919 

4063 6 

3607 9 

3466 5 

3585 9 

3840 5 

Jute 

3137 

3040 

283 3 

298 3 

5580 

569 3 

225 9 

2% 6 

3089 

344 4 

4086 

Tea 

2227 9 

2019 1 

1931 7 

2324 6 

3456 8 

1983 6 

19302 

1705 2 

1764 4 

20106 

2039 S 

CoRee 

3354 8 

2554 9 

2755 6 

2821 5 

3II27 

2934 2 

1768 3 

2376 7 

2556 5 

20210 

1577 0 ^ 

Robber 

1422 7 

1085 1 

8444 

1054 1 

936 9 

754 9 

797 9 

993 3 

1159 2 

9490 

8617 

Bananas 

373 8 

4014 

3747 

4371 

369 5 

3803 

400 7 

373 5 

4491 

488 5 

5196 j 

Pepper 

2073 3 

.;31 2 

14741 

1795 5 

30104 

4036 7 

5898 5 

5776 2 

4602 7 

2850 8 

17934 ^ 

2454 

World prices (rupees/quintai) 

Wheat 1392 

1594 

1562 

163 5 

182 3 

168 7 

1468 

148 5 

2120 

2832 

Rice 

343 1 

4331 

2839 

286 2 

3000 

266 0 

268 6 

298 t 

4367 

533 3 

5145 

Maize 

1190 

136 3 

1194 

154 4 

181 1 

155 0 

130 2 

119 1 

182 7 

2223 

2277 

Cotton 

1633 7 

16626 

15467 

1916 8 

21207 

1614 8 

13508 

2137 1 

2026 3 

2784 7 

3267 2 

Groundnut oil 

679 3 

9354 

566 1 

7351 

1208 9 

11076 

7277 

648 2 

854 8 

1290 0 

17291) 

Gioundnot kernel 

3820 

5390 

3890 

396 0 

4970 

4450 

4090 

364 0 

4800 

7250 

9710 

Soybean 

2344 

258 7 

236 4 

291 3 

3354 

275 8 

266 3 

279 9 

439 5 

457 9 

4429 

Co^utoil 

5334 

511 3 

4491 

7546 

1372 8 

722 4 

378 9 

573 7 

8178 

8605 

6028 

Copn 

358 3 

3399 

303 6 

5127 

8434 

472 5 

252 5 

401 0 

5759 

579 3 

4139 

Sugar 

499 8 

334 0 

1792 

1929 

1364 

109 5 

170 5 

193 3 

3254 

469 5 

4964 

Tobacco 

24860 

3174 3 

38961 

4227 8 

4865 3 

4973 9 

46109 

4496 1 

5192 4 

6394 4 

70534 

Jute 

2481 

2727 

2740 

3084 

6635 

696 8 

288 7 

384 7 

447 3 

573 4 

7330 

Tea 

1762 3 

1811 1 

1868 0 

24036 

41101 

2427 9 

2466 8 

2211 6 

2554 9 

3347 6 

31»89 

Coffee 

2653 6 

22917 

26647 

2917 4 

37010 

3591 5 

48159 

3082 6 

3701 8 

3365 0 

28291 

Rubber 

1125 4 

973 3 

8165 

10899 

11140 

924 0 

10197 

1288 3 

1678 5 

15801 

IS459 

Bananas 

295 7 

3601 

3623 

4520 

439 3 

465 5 

512 1 

484 4 

6503 

8134 

9322 

Pepper 

16400 

1552 9 

1425 5 

1856 5 

35794 

49409 

7538 3 

7491 7 

66647 

4746 6 

yiM* 

Indian deoscstlc prices (rupecs/quinlnl) 

Wheat 1497 162 7 

1806 

185 4 

1806 

193 6 

206 6 

2196 

250 5 

240 8 

2791 

Rtoe 

185 S 

203 9 

2344 

263 0 

246 7 

258 9 

273 2 

295 6 

328 2 

344 5 

362* 

Maize 

138 1 

157j0, 

171 I 

1805 

1491 

193 1 

204 0 

2166 

240 1 

230 7 

241' 

Cotton 

11918 

1471 4 

12801 

1471 4 

1706 8 

1397 8 

1280 1 

1956 9 

20746 

21629 

21481 

Groundnut oil 

10546 

13349 

13082 

1481 8 

15352 

1441 7 

1895 6 

2336 1 

2029 1 

2202 6 

3003f 

Groundnut kernel 

3421 

4121 

399 8 

457 5 

4863 

461 6 

568 7 

696 5 

638 8 

6429 

861' 

Soybean 

238 1 

293 9 

299 8 

3203 

323 3 

285 I 

399 7 

558 4 

543 7 

555 5 

631* 

Co^otoil 

14999 

13392 

1553 S 

22766 

3227 4 

1781 1 

2383 7 

3039 9 

3039 9 

23704 

2959* 

Copra 

10067 

8830 

1015 5 

15718 

21546 

1121 5 

1571 8 

2022 2 

2013 3 

ISIOO 

1951 

Sugar 

4617 

476 0 

442 7 

447 4 

4712 

547 4 

556 9 

566 4 

604 5 

675 9 

671 

Tobacco 

1272 0 

1200 0 

14040 

1668 0 

1452 0 

15120 

1668 0 

18% 0 

1944 0 

21720 

3072 

JulB 

174 8 

185 9 

223 1 

3216 

7121 

366 3 

232 4 

273 3 

368 I 

503 8 

669 

Ta 

1254 6 

13490 

1618 8 

2401 2 

2684 S 

20909 

2279 8 

2333 8 

2468 7 

3817 7 

4047 

Coffee 

1149 0 

1235 5 

12726 

1544 4 

19397 

2063 3 

2075 6 

2186 8 

2261 0 

2372 2 

3805 

Rubber 

12182 

143*3 1 

14188. 

17197 

16051 

1676 8 

16194 

1734 1 

1734 1 

20207 

2049 

Bananas 

771 

951 

102 7 

1018 

1123 

116 1 

146 5 

148 4 

158 9 

166 5 

175 

Pepper 

13000 

11667 

10967 

1388 3 

21817 

3488 3 

4573 3 

4550 0 

3360 0 

3698 3 

2905 


Note of quoisnons used, see note 8 m text 
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Notes 

(An earlier version of this paper was pre¬ 
sented at the ISID FAO Workshop on 'Agri¬ 
cultural Policies and the New Economic En¬ 
vironment’ held at New Delhi in September 

1993. This revised version will appear in G S 
Bhaila (ed). Economic Liberalisation and In¬ 
dian Agriculture, ISID-FAO, New Delhi, 

1994. It is published here with permission 
from the editor.] 

Some major changes in uade policy were 
announced, following the exch^ge rats ad¬ 
justment, on July 4, 1991. However, the 
broad contours of trade policy reform, in 
terms of intentions, were first stated by the 
government in parliament. See Statement of 
Tmde Policy, ministry of commerce, gov¬ 
ernment of India, New Delhi, August 13, 
1991. 

Fbr.details, see Export and Import Policy: 
April I992-Maii:ii 1997, ministry of com¬ 
merce, government of India, New Delhi, 
March 1992. The departures from the past 
tniuge from a comparison with earlier 
import-export policy documents. See. for 
example. Import and Export Policy: April 
1990-March 1993, Volumes 1 and II, mini¬ 
stry of commerce, government of India. 
New Delhi. March 1990. 

Cf Jagdish Bhagwati and Padma Desai, 
India: Planning for Industrialisation, 
Oxford University Press, London, 1970; 
and Jagdish Bhagwati and T N Srinivasan, 
Foreign Trade Regimes and Economic 
Development, Columbia University Press, 
New York, 1975. For an elaborate, though 
somewhat different, discussion of the bias 
against agriculture, see Michael Lipton, 
Why Poor People Stay Poor ■ A Study of 
Urban Bias in World Development, 
Temple Smith. London, 1977. 

The relative neglect of export crops relates 
to both plantabon crops, such as tea, and to 
non-plantation crops, such as cotton In the 
case of the former, rapid growth of domestic 
consumption ate into exportable surpluses 
and there was little attempt at evolving a 
deliberate pnee policy to restrain consump¬ 
tion or encourage production. In the case of 
the non-plantation crops, the situation was, 
if anything, worse, at least till the devalua¬ 
tions of the mid-1980s, because the import 
substituting crops benefited not only from 
increasing yields, due to improved technol- 
Offf, but also got price benefits as a result of 
the government’s support measures. The 
result was that not only did yields increase 
less for the export crops but also that there 
was some shift of area from these crops to the 
import substituting ones. For a discussion 
of this issue, sec Deepak Nayyar, India's 
Exports and Export Policies, Cambridge 
University Press. Cambridge, 1976. 

For evidence that industrial mark-ups in¬ 
creased markedly in the OECD counUies 
during the 1980s. see. for example, Stephen 
Marglin and Juliet Schor (cd). The Golden 
\Age of Capitalism- Remterpreting Postwar 
E^ierieiiee.ClarendonPress.Oxford, 1990 


The Indian evidence on relatively stable 
indusbial niaik iljts is available from both 
the CSO’s Annual Survey of Industriet and 
the RBI’s Surveys of Large and Medium 
Private and Public Limited Companies. 

6 This assertion of course depends on the 
a^umption that foreign firms are able to 
push up prices when tariffs are reduced, and 
this, in turn, assumes a particular type of 
market structure in world trade involving 
manufactured goods that developing coun- 
tnes buy from the developed countries —cf, 
A Yeats, ‘Monopoly Power, Barriers to 
Competition, and the Pattern of Pnee Dif¬ 
ferentials in International Trade’.ioumn/ of 
Development Economics, 1978(pp 167-80). 
Empirical evidence adduced by, e g, 
R Mehta and R G Nambiar, ‘Tariffs and 
Foreign Prices', Economic and Political 
Weekly, Special Number, November 1988 
(pp 2.38S-94) suggests that there is indeed 
such a negative relationship between tariffs 
and prices charged by foreign films export¬ 
ing to India. 

7 In detail, the comparisons involve the fol¬ 
lowing price quotations; 

Wheat; World; United States. No 2, Hard red 
winter (ordinary), fob Gulf. India; Average 
of Kalyan (Delhi, Ludhiana), Dara (Aligarh), 
RR21 (Hapur) and FAQ (Patna. Ahmedabad, 
Bombay, Calcutta and Madras) 

Rice; World; Thailand, white, 5 per cent 
broken, fob Bangkok. India; Average of 
Parmai (Delhi, Kapuithala), Long Bold 
(Bombay), Fine (Cuttack), Medium (Ma- 
^a$. Calcutta), IR8 (Bareilly) 

Maize; Wwld; United States, No 3 yeliow, 
cif Rotterdam. India; Average of Yellow 
(Dohad, Cbandausi),white local (Mandi, 
Bahraich), white HYV (Jammu. Bangalore). 
Groundnut; World: Kernels of any oiigin, 
cif Rotterdam. India; Average of Bold 
(Hyderabad, Raichur, Rajkot, Bombay), 
FAQ (Kanpur). 

Soyabean; World: US, No 2 yellow, cif 
Rotterdam. India; Average' of Superior 
(Devas), Local (Indore, Haldwani). 

Copra; World; I^ilippines/Indonesia, bulk, 
cif European Ports. India: Average of FAQ 
(Cochin). Dilpas (Kozhikode), Smoked 
Alleppey, Local (Mangalore)). 

Cotlton: World: Cotton Outlook Index A, 
Middling 1-3/32", cif North Europe. India; 
Average of RGJ-34 (24 mm fine), Y- l/Jyoti 
(24 mm fine), H-4A (27mm fine. Shankar 
6B (30 mm fine) (all at Bombay). 
Jule;World: Bangladesh; BWD, fob 
Chittagong-Chalna. India: W-5 (Calcutta, 
Hooghly). 

Sugar; WorId;Caribbean Ports, fob, bulk 
basis (ISA). India: Average of quotes in 
Delhi, Calcutta, Bombay, Madras. 

Tea; World: London Auction Prices (all 
teas). India: Average of quotes in Calcutta, 
Cuwahad (all teas). 

Cofree:World: Average ofprices. New York/ 
London (ICCA). In,dia; Average of Planta- 
tioiwand Robchy (Madras, Vinidhunagar). 
Rubber; World; Singapore, No 1 RSS, fob. 
India: RMA (Kottayam). 

Tobacco'World: Average of world trade unit 


values.india; Average of FHP in Antttira 
Pradesh and Virginia (Calcutta). 

Pepper; World; Singapore, white, Sarawak 
KX) per cent. India: Best quality (Cochin). 
Banana; World; Central America and Ecua¬ 
dor. fob United States ports. India: Average 
of quotes in Bombay, Delhi, Calcutta, 
Kodaikanal 

8 An obvious case whett^impoit substitution 
has been pursued by keeping domestic 
prices well above world prices is that of 
oilseeds, for which incentive prices have 
been common in recent years, and in re¬ 
sponse to which production has expanded 
significantly 

9 The exceptions other than cdlton are all 
crops where India accounts for a large per¬ 
centage of world export. 

10 On relative cropwise incidence of subsi¬ 
dies, see Ashok Gupta, ‘Input Subsidies 
in Indian Agriculture—AStatewise Analy- 
%!%',jEconomic and Political Weekly, June 
24, 1989. 

11 Thus, according to World Bank calculations 
for 1989, the Indian domestic price, the 
Indian import parity price and the world 
price for urea (in US $/mt) were 142,207 and 
132 respectively, the corresponding prices 
for DAP being 218,301 and 173,showingin 
both cases that there was an economic sub¬ 
sidy to Indian farmers in conqianson to the 
import parity price but not in comparison 
with the world price (World Bank, India 
1991—Country Economic Memorandum. 
Volume II: Agriculture—Challenges and 
Opportunities, August 23, 1991, p 147). 
Direct comparisons of Indian and foreign 
domestic fertiliser-crop price ratios, show¬ 
ing that Indian ratios are higho^ than for most 
countries, are also available in various issues 
of Fertiliser Statistics. 

12 According to John Cummings, ‘The Supply 
Responsiveness of Indian Farmers in the 
Post-Independence Period: Major Cereals 
and Cash Crops’, Indian Journal of Agricul¬ 
tural Economics, 1975, the short- and long- 
run supply elasticities for rice are 0.37 and 
0.38 respectively. The price elasticity of 
demand for rice has bem ratimated to be 
0.56 by R Radhakrishna and K N Muity, 
Models of Complete Expenditure Systems 
for India, Centre for Economics and Social 
Studies, Hyderabad. 

13 For some estimates of the issues and 
magnitudes involved, see N S S Narayana, 

K S Parikh and T N Srinivasan, Agricul- 

■ ture. Growth and Redistribution of 
Income: Policy Analysis with a General 
Equilibrium Model of India, ^llied Pub¬ 
lishers, 1991. 

14 Ihe state roost likely to be affected ad¬ 
versely by this is the desert state of Rajasthan 
which has bad above average agricultural 
growth during the 1980s, mainly through 
expansion of oilseeds cultivation which in¬ 
creased as a proportion of area cultivated 
from less than 20 per cent to more than . 
40 per cent over the decade. 

15 For a detailed statewise and oopwise study 
of employment in agriculture, see Fleet 
Rustogi. 'Labour Productivity in Indian Ag- 
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ncuMure: An Inier-Stsie Analysu', MPbil 
ihesH,' Centre for Economic Studies and 
Planning, JNU. New Delhi. 1991 Prclimi 
nary analysis with data from this study sug- 
gests that there is unlikely to be any signifi 
cant posiuve effect on employment it crop 
area shifts from those crops where the 
Indian relative prices arc currently higher 
than world prices to those where it 
iscurrently lower Much higher employ 
ment differentials exist within crops be 
tween irrigated and unirrigated land and 
between small and large farms 

16 See, for example, C H Hanumantha Rao, 
‘Policy Issues Relating to Imgation and 
Rural Credit in India' in G S Bhalla (ed). 
Economic Ltberalitalion and Indian Agri 
culture (forthcoming) 

17 Shankar Subramanian. Agruutruraf trade 
Liberahtatian and India OECD Develop 
mentCentre,Pans, 1991 Sec also, Naray ana. 
Pankh and Srinivasan. op cit 

18 This IS borne out by a reading ot the text of 
the General Agreement on Tariffs and 7 rade, 
see Basu. Instruments and 'ielectrd Docu¬ 
ments, Volume IV, GAIT, Geneva, 1%9 

19 Over the years.indusUialised countries have, 
through distorted interpretation and some 
times through outright waivers and proto 
cols of accessions, depai ted lurther from the 
letter and spirit of GATl rules in the implc- 
nientauon of their agricultural policies 

20 In this paper, which was written in January 
1993, the ‘Dunkcl Text refers to the doc u 
ment circulated by Arthur Dunke> the 
director general of GATT to the con 
trading parties in late 1991 see Draft 
Final Act Embodying the Results of the 
Uruguay Round of Multilateral Trade 
Negotiations, MTN TNC/W/FA Geneva, 
December 15.1991 The negotiations were 
concluded subsequently in late 1993, see 
final Act Embodying the Results of the 
Uruguay Round of Multilateral trade 
Negotiations, MIN/FA Geneva, Decern 
ber 15,1993 The final outcome is, in sub 
stance, in accordance with Dunkcl Text, 
except for some points of compromise be¬ 
tween the US and the European Community 
Important changes in the “Final Act’* which 
may affect the argument developed here 
are mentioned in footnotes at appropriate 
places in this section of the paper 

21 The raison d’etre for the much wider 
scope IS that some of the broader measures 
adopted by industrialised countries 
(e g,variable levies and export restrictions) 
are inextricably linked to their domestic 
support programmes Hence the latter are 
sought to be brought within the purview of 
international discipline 

22 The details of the proposals outlined here, 
and in the preceding paragraphs, are based 
on the Dunkel Text cited earlier There is, 
however, an important change in the Final 
Act The limit of S per cent or 10 per cent 
on domestic support to agriculture isapeci 
fled only for support in the aggregate and not 
for support in each product 

23 It should be recognised that the reduction in 
subsidies would be implemented in stages 


over a penod of SIX years This phased tran¬ 
sition implies that the increase in prices, as 
also the possible production and consump¬ 
tion response would be less pronounced 
than would have been the case if the subsidy 
reduction was once and lor all Moreover, 
the changes made between the Dunkel T exi 
and the Final Act are ail such that these 
would imply a lower pnee increase than 
would have iKcurrcd had the Dunkcl Text 
not been modified 

24 The available simulation results using Com 
putable Gcncial Fquilibiium models genet 
ally bear out these cone lusioiis K Frohberg, 

G Fisher and K S Parikh, ‘Would Develop 
mg Countries Benefit from Agricultural 
Tradcl ibcrilisationmObCDCountnes' in 
I Goldin and O Knudsen (eds) Agru uliurtd 
hade Uberahsatum Implication for De 
veloping Countries OECDand World 
Bank 1990 picsent simulations which sug 
gcsl that OFCD liberalisation of agri 
cultural trade will sharply increase Indian 
agricultural exports bgt have negligible ef 27 
feci on Indian agiiculiural output As a re 
suit, domestic agricultural prices will, in 
Cleave and domestic consumption ot agri 
cultural products would drop sharply rcduc 
ing food intakes and increasing the number 
ol hungiy people significantly In Shankar 
Subramaman s(1991,opcit)model,OECD 
agricultural trade liberalisation without sim 
liar liberalisation m India has rather negligi 
bleelfects However whenOECDandIndia 28 
both liberalise this magnifies the effects 
noted earlier for anunilateral liberalisation 
by India Although agricultural exports in¬ 
crease sharply and agricultural output mod¬ 
erately, real wages fall in both agneuiture 
and non agncu)ture,andallhouseholdgioups 
other than richer farmers suffer real income 
losses which are larger than with unilateral 
liberalisation alone The two models differ 
substantially in their assumptions and this 29 
explains the rather different outcomes in 
terms of output Both share the weakness of 
assuming that world agricultural prices will 30 
remain unaffected if India liberalises, and 
this tends to exaggerate the likely export 
expansion But despite their differences, 
both models predict significant adverse ef¬ 
fects on the poor 

25 SceThirdReportoftheDepartmentReiated 
Parliamentary StandingCommitteeonCom- 
merce. Draft Dunkel Proposals, RajyaSabha 
Secretariat New Delhi, December 1993 

26 The provisions on ‘public stockholding for 
food security purposes’ and on ‘domesUc 
food aid’ in the Dunkel Text, which form the 
basis of the discussion in the two paragraphs 
that follow, remain unchanged in the text of 
the Final Act But there is an important 
exception for developing countries provided 
by two footnotes added in the Final Act, 
which are reproduced below 

(i) “Governmental stockholding 
programmes for food security purposes in 
developing countries whose operation is 
transparent and conducted m accordance 
with officially published objective ci iieria 
or guidelines shall be considered to be in 


conformitywiththeprovIriomafdiispMi- ^ 
graph, including programmes underwMch 
stock of foodstuffs for food security pur¬ 
poses are acquired or released at admmii- 
tcied prices, provided that the differenoe 
between the administered price and the 
extei nal I cfcrence price is accounted for m 
the AMS ’’ 

(II) ‘The provision of foodstuffs at 
subsidised prices with the objective of 
meeting fixxl requirements of urban and 
lural |x)or in developing countries on a 
regular basis at reasonable prices shall be 
consideicd to be in conformity with the 
provisions of this paragraph ’’ 

It IS clear that most of our concerns, 
arising Irom the Dunkel Draft, about the 
constraints placed on the public distribu¬ 
tion system in India are met by the exemp¬ 
tion implicit in these footnotes However, 

It seems to us that the restraints imposed by 
the Dunkel Text on market intervention 
operations by the government will continue 
See Article 27 of the Annex on Trade 
Related Aspects of Intellectual Propmy 
Rights It IS also slated that “this provision 
shall be reviewed tour years after the entry 
into foicc of this Agreement” Thus, it is 
possible that plant and plant varieties may 
become patentable thereafter These, and 
most other, provisions on TRIPS of the 
Dunkel Diaft remain unchanged in the li 
Final Act < 

It would mean too much of a digression to 
enter into a discussion of the issue here / 
Suffice It IS to say that even if UPOV 1978 < 
provides the basis for the sui generis system 
to begin with, which is by no means certain, 
a more stringent system, such as that in 
UPOV 1991, IS likely to be imposed sooner 
rather than later, for the entire set of provi¬ 
sions would be the subject of review within * < 
fourycais ^ 

As a result mainly ot the fact that this 
moves lelative prices against industry 
which pays more taxes than agneuiture 
This may be particularly important fur 
commodities where imports are a voy 
small proportion of domestic consumption 
or exports are small in relauon to domestic' 
production It is for this reason that Japan 
and the European Community are teluc-« 
tant to embark on a tamfication of thdr 
quantitative restrtcuons on apicultural un-< 
ports 
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Challenges to Public Health Systems 

C Gopalan 

ytj we move to the next century we face the cruel paradox that despite growing prosperity and spectacular 
technologicalndvanc es, the task of ensuring health and well-being for the citizens of the world ittdtecoming even more 
difficult and it^ertsive and complicated than ever before. To be sure, we have conquered some old ‘enemies ’ to public 
health, but new challenge»some even more formidable and imponderable than earlier ones—have cropped up. These 
will demand even greater national vigilance and increased international co-operation for their solution. 


HEALTH systems of most countries of the 
world, and especially those of developing 
countries, have come under increasing strain 
in recent years. In their efforts to achieve 
betterment of the living standards ot their 
peoples, developing countries have em¬ 
barked on ambitious developmental 
programmes invoking modern advances in 
science and technology. While these have 
undoubtedly been beneficial in several re¬ 
spects, they have also had their deleterious 
repercussions (direct and indirect) on public 
health. Thus, tor example, the steep reduc¬ 
tions in death rates achieved through the 
application of modem health technology, 
have not been matched by equally spectac¬ 
ular gains with respect to reductions in 
fertility, and mitigation of poverty. As a 
result most poor countries continue to be 
uedevillcd by the twin factors of escalat¬ 
ing population pressure and persisting 
wverty. While much of their ‘old burden’ 
}f ill-health resulting from communicable 
iiseasds and undemutrition still remains, 
'development* has generated new health 
aroblems related to increasing enviton- 
nental degradation, ageing of population 
md dietary excesses and errors associated 
vith affluence. Thus these poor countries 
tow face the double burden of ‘old’ prob- 
ems of lil-health which they have not as 
ret totally solved and of ‘new’ problems 
vhich they have acquired as the ‘price’ of 
levelopment. 

Global protectionist economic policies 
Hirsued by affluent countries and the harsh 
iinictural adjustments imposed on poor 
ountiies by international lending agencies 
despite ‘safety nets’) have tended to aggra- 
ptc prevailing gross inequities between, 
nd within, countries. Vast sections of pop¬ 
ulations find themselves unable to meet 
W basic heaJth/nutntion needs. 

' In industrialised affluent societies, in- 
reasing incidence of chronic degenerative 
iaeases and cancer arc contributing to a 
eady escalation of the cost of health care 
id to generation of new pressures on health 
/stems. Science and technology, and afflu- 
Keand development, have succeeded more 
‘likingly m changing the profile and nature 
I'diseases afflicting populations rather than 
reducing the overall burden ot ill-health 
*«ong them. 


It IS a cruel irony that some of the major 
challenges that public health systems now 
face are the by-products of the very tech¬ 
nological advances primarily designed to 
promote human well-being. This is no 
reflection on technological advances them¬ 
selves but perhaps on the manner of their 
use and on the failure of society as a whole 
to harness these new resources for the 
common good. 

The challenges to pubfic health are con¬ 
sidered below under the following heads: 
(i) Impact of advances in health techno¬ 
logy; (ii) The challenge of ageing; (iii) The 
changing profile of ill-health; and (iv) 
Environmental degradation. 

I 

Impact of Advances in 
Health Technology 

Modern advances in medical science 
and health technology have, undoubtedly, 
opened up new vistas and have greatly 
enriched medical science and practice. 
Sophisticated new diagnostic and thera¬ 
peutic tools have now become available 
for the successful management of a whole 
range of diseases hitherto considered in¬ 
curable. Future advances in genetic engi¬ 
neering and bio-technology hold out prom¬ 
ises of even more spectacular progress 
within the next two decades. These are 
achievements to be applauded. 

Strange as it may seem, it is these very 
tools of progress that are now contributing 
to some of the major challenges that 
presently confront public health systems 
and indeed the medical profession itself! 
We will now briefly consider some of 
these. 

Challenge to Traditional Philosophic 
Ba.se of Medicine 

Medicine has traditionally been looked 
upon as a noble profession—not just a hi- 
tech craft. It IS as much an art as it is a 
.science. It is certainly no trade, nor is it 
just a technology. Close physician-patient 
interaction informed by humanism has 
always been its hallmark. The traditional 
image of the physician in the eyes of the 
society and the family is that of a benefac¬ 


tor, healer, friend, philosopher and guide. 
Modern advances in health technology, if 
not wisely handled and harnessed, could 
threaten thts precious philosophic founda¬ 
tion of medicine. 

The challenge to the medical profession 
IS to master and harness the emerging high 
technology in a manner that does not erode 
Its traditional noble moorings. Even the 
superspecialist should not lose the art of 
sympathetic interaction with his patient as 
a ‘whole individual’. 

Escalating Cost of Health Care 

A direct effect of the new sophisticated 
advances in diagnostic and curative tech¬ 
nology has been the remarkable escalation 
of the overall cost of health care both in 
the private and the public sectors. The new 
tools that these advances have now made 
available are expensive. 

Moreover with aggressive ‘consumer 
movements’ ever ready to arraign medical 
personnel for ‘negligence’, there could be 
a growing (understandable) trend on the 
part of the medical profession to ‘err on 
the safe side’, and to order a whole battery 
of diagnostic tests to ‘exclude’ even the 
remotest of possibilities. Diagnostic and 
curative procedures that might otherwise 
have been considered immediately unnec¬ 
essary and that would have been reserved 
for a later stage only if proved necessary, 
may noiy be more freely and frequently 
resorted to. There is a growing feeling that 
many diagnostic tests and surgical proce¬ 
dures now being undertaken may not be 
really necessary. Even if this were not the 
case, the cost of health care in this techno¬ 
logical age would have escalated. Even 
prosperous countries are facing formida¬ 
ble problems in responding to this chal¬ 
lenge and in having to m^e hgonising 
choices in the matter of allocation of na¬ 
tional budgetary resources for different 
sectors of health care. 

* 

Inequities in Health Care 

There have always been inequities with 
respect to the outreach and quality of even 
basic health care, as between, and within, 
countries. These inequities as between the 
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rich and the poor, and as between the niral 
and the utban sectors, could now be'further 
aggravated. 

'Rich and poor’: In the case of poor 
countries, in which more than a thiid of 
populations are generally below the pov¬ 
erty line and wherein health services cur¬ 
rently reach only a part of the rural popu¬ 
lations, the arrival of modem expensive 
diagnostic andcurative technologies could 
further widen the existing inequalities in 
the quality of health care as between the 
rich and the poor. Certainly, CAT scans, 
coronary bypass surgery and organ trans¬ 
plants are well beyond the reach of the 
poor. Public health administrations of even 
poor countries are bound to come under 
increasing pressure for the allocation of 
significant proportions of their meagre 
national health budgetary resources for 
these hi-tech areas, even in situations 
wherein basic requirements of safe water, 
immunisation and minimal levels of san¬ 
itation have not been ensured for a major¬ 
ity of the poor. 

Organ transplants in particular are 
already generating major ethical issues. On 
the one hand, the poor cannot afford these 
expensive technologies; on the other hand, 
they could tx^me victims of commercial 
exploitadonby unscrupulous agents in search 
of organ donors. Many countries arc still 
groping to find answers to this problem and 
to forge legal, institutional, and societal 
safeguards to ensure that the benefits of 
modem health technology are equitably 
shared,‘and unethical practices are curbed. 
The answers are not going to be easy. 

Rural and urban: Modem advances in 
health technology could also aggravate 
differences in the quality of health care as 
between mral and urban populations. Some 
decades ago it was possible to practice 
medicine with nearly as much profes¬ 
sional efficiency in a rural setting as in an ' 
urban area. With the advent of the new 
diagnostic and therapeutic techniques, this 
is no longer the case. Because of the urban 
migration induced by industrialisation, 
urban areas are likely to account for a 
much larger proportion of the total popu¬ 
lation of developing countries within the 
next decade. Thus India's urban popula¬ 
tion is expected to exceed 300 millions (a 
third of its total population) by the end of 
this century; and of this tOO million will 
be living in utban slums. Since the urban 
sector is more 'visible' and proximate to 
political power, health problems of the 
urban sector, and more especially those of 
the urban slums will demand greater atten¬ 
tion and higher budgetary allocations. 
jConsidering that the outreach and quality 
of basic health care to the rural poor.are 
already inadequate in most developing 
countries, this could mean a further widen¬ 
ing of current disparities. 


n 

Challenge of Ageing 

Practically all Asian countries strug¬ 
gling to achieve socio-economic develop¬ 
ment have, during the last few decades, 
adopted policies for the containment of 
the growth of their populations. Thc.se 
policies have resulted in varyipg orders of 
decline in birth rates. With improved health 
care and better access to modern health 
technology, these countries have also 
achieved varying orders of decline in 
mortality rates and increase in life expect¬ 
ancy. These declines in fertility and mor¬ 
tality are bringing about a demographic 
transition, the dominant feature of which 
has been the progressive ageing of popu¬ 
lations. Thus, in the countries of south¬ 
east Asia (including SEAR), there will be 
varying orders of increase in the propor¬ 
tion of the elderly in the next few decades 
(see the table). 

A population age structure characterised 
by an increasing proportion of 'old' de-, 
pendents (>60 years or >65 years) will 
inevitably make increasing demands on 
national health and welfare systems and 
services. Young children and old people 
are the two population segments subject 
to the highest incidence of morbidity. Of 
the two, it IS the latter (old dependents) 
that suffer higher levels of sickness, for, 
as is well known, with ageing there is 
significantdecline in immunocompctencc. 
Young dependents make far less expen¬ 
sive demands on health care than old 
dependents. 

Moreover, diseases afflicting the old 
are more chronic and long-drawn. The 
cost of management per medical case for 
the age-group >70 years has been estimat¬ 
ed to be four to five times higher than that 
for a case in the <5 years age-group.' 

Thus, with increasing life expectancy, 
health problems of the aged will need 
increasing attention and higher budgetary 
allocations. While expenditure on chil¬ 
dren can be defended on sound economic 
grounds, expenditure on the aged can only 
be justified on humanitarian grounds. In 
the case of poor developing countries bur¬ 
dened with sizeable proportions of depen¬ 
dents at both ends of the age-scale, the 
task of resource allocation for health care 
will involve some agonising choices. 

m 

Changing Profile of Ill-Health 

As was pointed out earlier, modern 
health technology and socio-economic 
development have brought .about striking 
changes in the profile of diseases among 
populations. This process will gain further 
momentum in the coming decades. With 
better immunisation coverage, and im¬ 


proved environmental sanitation, ac^ 
infectious di.seases will further decline. 
Because of this, and because of increased 
longevity and ageing, chronic degenera¬ 
tive disca.ses which are generally more 
expensive to treat, and which require a 
longer duration of treatment and yield far 
less re wardi ng results as compared to acute 
communicable diseases^ will gain pro- 
gre.ssivc ascendancy in the morbidity pro¬ 
file. Dietary excesses and errors associated 
with unbridled affluence could speed 
up this change. These changes in the pro¬ 
file of morbidity could contribute to the 
escalation of the overall cost of healthcare 
and compel diminished resource alloca¬ 
tion for programmes that seek to address 
basic minimal health needs. , 

Two major problems which have burst', 
into the health scene in recent years are 
likely to demand increasing attention and''; 
resources for their containment—AIDS-1 
and drug addiction. The future course of 
these new problems is as yet irapondera- ^ 
bic. AIDS, apart from being a major i 
problem by itself, could also contri-"l 
bute to aggravation of the problem ol'i 
tuberculosis. f 

IV 

Environmental Degradation 

The seriou.s threat that global environ-' 
mental degradation poses, not just to pub-' 
lie health, but to the very survival of 'our 
earthship' has now become a matter ol 
common concern for all mankind. Pro¬ 
gressive environmental degradation is con ‘ 
tributing to depletion of natural resourcejl 
and aggravation of ill-health and undemu >. 
trition, and is emerging as a major threa p 
to public health.’ 

The major concerns which are generally' 
emphasised and articulated at world fo - 
rums by the developed countries are thos 
related to global warming, depletion o' 
ozone layer, and loss of bio-diversit)'^’ 
Major environmental hazards which ar ■ 
the major concerns of developing cour'„ 
tries are: (I) degradation of land produt < 
tivity and soil erosion, which threaten' 
future food supplies; (2) deforesution an - 

,‘i 
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Country 

1989 

202S 

United States of America 

18.6 

34.2 

Cermany 

22.1 

45.7 

Japan 

16.8 

43.4 

India 

7.3 

11.0 

China 

88 

19.4 

Sweden 

27.7 

34.4 

France 

20.6 

36J 


Sounf. World Development Report 1991/% 
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poor management of watersheds leading 
to frequent floods and large-scale devas¬ 
tation; droughts and desertification; (3) 
scarcity of safe drinking water; (4) pollu¬ 
tion of the immediate environment through 
inadequate facilities for sewage disposal 
and discharge of industrial effluents; 
(S) pollution of rivers and coasts that 
threaten the fisheries; and (6) air-pollu¬ 
tion of towns and cities through toxic 
fumes (such as methyl iso-cyanate in (he 
Bhopal disaster) churned out by industrial 
establishments using borrowed, often out¬ 
dated, technologies, without adequate safe¬ 
guards and controls. 

Environmental degradation is not onlv 
aggravating diseases attributable to insat 
itation and undemutntion among the poor 
but also to increased incidence of cancers 
and degenerative diseases among the 
affluenti 

The challenges to public health dis- 
i:ussed above would call for imaginative 
, nitiatives both at the national and global 
revels. It may be useful for our purpose, at 
this conference to consider these mitia- 
^ves needed for this purpose under two 
(iroad heads: (1) initiative needed for en- 
luring minimal levels of primary health 
s'are to the poor and the underprivileged 
lAd (2) initiatives needed to counter the 
]iew challenges to public health posed by 
Decent global policies and developmental 
e'Uisition. 
ii' 

g! Initiative for Ensuring Basic Health 
r* Care for All 


The principles and policies enunciated 
Alma Ata are as valid today as ever 
^foie. The minimal basic objective of 
M^lic health policy must be to ensure 
il.xess to basic pnmary health care to 
nl—including the poorest sections of the 
f^ld community. The essential compo¬ 
rts of primary health care as defined 
Othe Alma Ata declaration constitute the 
^isic minimal health care package, 
'^tional and global policies must ensure 
adequate budgetary allocations and 
''Ner conditions needed for meting out 
modest goals to even the poorest 
"‘^itions of populations become available, 
f ^wever, the achievement of these goals 
'^Nl not depend on financial allocations 
^ine. What is even more important is the 
^ ibilisation and efficient management of 
^Iterial and manpower resources. This 
need not only political will at the 
^^lest levels but the awakening of the 
i'**iple themselves. In the ultimate analy- 
^ it is people and people’s power alone 
can ensure public health and that can 
^''Hct present aberrations and inequijics 
’lealth care. ‘New directions' must be 
nly concerned with the identification 
Strategies needed for bringing about 


this awakening. We will briefly consider 
some of the strategies needed to correct 
these shortenings. 

Ensuring public health is not to be treat¬ 
ed as the sole responsibility of the health 
sector in the administrattve set up of a 
country. Policies and programmes in oth¬ 
er sectors such as, environment, educa¬ 
tion, welfare, industry, labour, infor¬ 
mation, etc, must also be informed and 
influenced by public health considerations. 
The objective of health for all has been 
eluding us because public health has not as 
yet become the joint concern of the people 
on the one hand and all sections of the 
government on the other. 

The major initiatives needed for the 
attainment of the goal of health for all are 
briefly considered below: 


(1) Community organisation, (2) Better 
management of available material and 
manpower resources, (3) Ensunng basic 
essential facilities, and (4) Reform of 
medical education. 

Community organisation and involve¬ 
ment: In all discussions on health care, lip- 
service to ‘community participation’ not¬ 
withstanding, the real focus has always been 
on the ‘provider’, not the consumer. The 
assumption appears to be that the pattern of 
consumer-demand can be moulded and made 
to conform to the pattern of ‘supply’ which 
IS largely decided from the armchair. The 
highly centralised vertical programmes 
launched and pushed without prior consul¬ 
tations and dialogues with the community 
are based on this lopsided approach and are, 
for that very reason, floundering. 


AppUcaUbm aru Invitad for the following poeltione for 
a Rainfad Farming Pro|act In Wastarn India In the State 
of Madhya Pradesh, Gu|drat and Rajasthan. Tha Project 
Is being impiamantad by a leading professionaily 
managed naUonal-leval Farlllisar Organisation with the 
assistance of the Overseas Development 
Administration of the British Government 


F^IELD SF>EOIAL.ISTS 


National Resource Development 

DISCIPLINES Soil and water conservation. 
Forestry and Animal Husbandry 

Upper Age Limit 40 Years 

Qualification Master Oegree/Equivalent 
Qualification in the relevant discipline 

Experience and Job Requirement Should have 
minimum 7 years of professional Experience 
including working at field level 

Gross Remuneration Rs 6200/- per month. 
Tha Field Specialists will work closely with farmers 
in identifying their needs, introducing and 
evaluating new technology and monitoring progress 
They will also provide specialist advice to the 
Community Organisers living in villages and 
arrange training programmes for both villagers and 
the Project staff The Project is poverty and 
gender focused and makes extensive use of PRA's 
and other participatory techniques 

For the above positions, both men and women may 
apply The successful candidates will be engaged on 
fixed term contract ReservaDon of vacancies for SC/ST 
candidates wtU be made as per rules. 

First class return fare by tram for those called for 
interviews will be reimbursed 

Apply within 20 days of the publication of this 
advertisement to - 

Box No. 5/14 

Economic and Political Weekly 
HItkart House 

284, Shahid BhagatsIngh Road 
Bombay - 400 038 

With detailed bio-data and a letter explaining in 
200 words why you are interested In the Project. 
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There is no built>in mechanism within 
our health systems for ensuring account¬ 
ability and achievement-audit As a result, 
in the health field today, there is a yawn 
ing gap between promise and performance 
between inflated official claims on the 
one hand, and actual accomplishments as 
assessed by independent evaluations, on 
the other 

Accountability can only be ensured when 
a vigilant community becomes an active 
and informed participant in the system 
instead of remaining, as at present, an 
apathetic onlooker Where the communi¬ 
ties served are largely illiterate poor and 
powerless, and are not actively involved 
in the formulation or implementation of 
programmes and services, they meekly 
accept (or reject) without complaint what 
ever is offered They have no means of 
articulating and enforcing then demands 
and of thus contributing to the evolution 
and development of a meaningful health 
system which will answer their real needs 

There is at present a psychological 
divide between the provider and the con¬ 
sumer 1 he health service is largely per 
ceived by the rural poor as a governmental 
bureaucratic operation to be availed of 
grudgingly and guardedly only in times of 
dire distress It is not surprising under the 
circumstances, that our health services are 
generally functioning well below their 
installed capacities We need to initiate 
imaginative steps to bridge this gulf be¬ 
tween the ‘providers and the consumers’ 
of our health services We may now brief 
ly set out some concrete steps in this 
regard 

(a) Setting up of empowered village 
level community organisations The im¬ 
plementation of health and welfare 
programmes will need creation of offi¬ 
cially recognised (and technically and fi¬ 
nancially supported) network of village 
level women’s organisations extending 
from the village to the district ’ These 
village-level community organisations 
should act as the nodal points for interac 
tions between the official (government) 
services and the community All official 
functionaries at the village even if they 
are salaried government servants, must be 
considered as employees of the dommum- 
ty organisation and answerable to it 

(b) Non-formal education of rural ado 
lescent girls While we should strive for 
the achievement of the goal of universal 
primary school education, we must also 
take notice of the reality that for at least 
the next two decades, millions of girls in 
the countryside in many poor countries 
will not be captured by the school system 
An imaginative national programme of 
non-formal education outside the schools 
coupled with a programme of vocational 
training with a view to impart income¬ 


generating skills beamed to adolescent 
girls will be necessary in order that the 
very large number of young women who 
are going to shape the generation of the 
immediate fulutc and who have diuppi d 
out of schools aie properly cquippv,d lor 
the challenging tasks of motherhowf ipd 
citi7enship that await them 

This would call tor an imaginative bioad 
based programme lor educ ation loi better 
living outside the school system * Such a 
programme has to be suitably aligni d w ilh 
and mutually reinturccd by an appiop’iate 
programme of vocational training The 
organisation ol such a programme Wrouid 
call tor CO operation between non gov 
ernmental voluntary agencies on the one 
hand, and different sectors of the govern 
ment on the other 

(c) Creation ot a national health scoi't 
movement' The lime has now conic to 
initiate some imaginative actions wliiih 
will help to convert such slogans 
as—Health tor all by 2(X)0 AD’ Achieve 
ment of health ol the people by the pco 
pie, for the people ,ctc—fromihetoiic to 
reality The interface between the pros id 
er and the consumer has to be bridged and 
this IS the csscniidl role ot the voluntary 
agencies 

In order to bring this about it is impv i 
tant for voluntary agencies to mobilise the 
youth of the coun'ry, boys and girls young 
men and women both in villages and urban 
areas into a massive national health scout 
movement (community health voluntcii 
movement) 

Recruits (or sue h a national In ilth si out 
movement could be given a short pi nod 
ot onentation and training They could 
be assigned specific tasks for specified 
durations according to a set lime table Fn 
the performance of their tasks they could 
be helped, supported and encouraged by 
their trainers Such motivated tiaincrs 
could come from home science colleges 
and from depaitmenis of preventive med 
icine of local medical colleges These 
between themselves could adopt spcci 
fled sets of villages for promoting this 
movement 

The national health scout movement 'o 
be successful, must enjoy the official bless 
mgs and support ot the departments 1 1 
health and welfare of the government so 
that the scouts (volunteers) may command 
credibility among the community on ihc 
one hand and perform their tasks with sell 
esteem and self confidence This will also 
be a valuable learning experience for the 
volunteers who will be our future citi/cns 
The movement could provide an opporiu 
nity for the youth to render dignified scr 
vice to the community It may help to iiii i 
the youth away from delinquency diugs 
and violence—which in the modem age 
threaten to engulf them 
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a rural setting does not appaiently hold out 
the same glamour and intellectual chal¬ 
lenge that the practice of a super-special¬ 
ity in an urban setting does to the modern 
doctor. 

Under the circumstances I have been 
pleading for quite some time for the cre¬ 
ation of a category of health scientists 
(BSc Health Science) who will be trained 
in a manner that will help them to do 
adequate justice to the implementation of 
a basic primary health care programme, 
especially in rural areas with the utmost 
scientific competence.* They should be 
equipped with essential knowledge and 
skills needed for basic health care. Such a 
system must be supported by efficient 
arrangements for referrals. There has been 
considerable resistance to this suggestion 
on the part of the organised medical pro¬ 
fession as being an attempt to introduce a 
substandard category of doctors (or ‘semi- 
doejors') and of thus diluting the stature of 
the medical profession in the eyes of the 
public and in the hierarchy of professions. 
What I am pleading for is not the 
downgradation of the doctor but the 
upgradation of some categories of para¬ 
medics to a level where they can efficient¬ 
ly implement a programme of basic health 
care with highest level of competence. 1 
am pleading for the improvement of the 
outreach and quality of basic health care; 
I am certainly not pleading for discourag¬ 
ing the growth of specialities and super- 
specialities. The challenge is to evolve a 
system of medical education and health 
care which will meet the needs of both 
ends of the health spectrum. 

Initiatives to Meet New Challenges 

Apart from problems related to achieve¬ 
ment of basic primary health care, there 
are other emerging challenges to public 
health considered earlier. Some of these 
which need special emphasis are men¬ 
tioned below; 

Prevention of degenerative diseases: The 
increasing incidence of degenerative 
diseases such as coronary heart disease, 
and diabetes and of cancer is to be viewed 
as among the major hazards to public 
health, induced by recent develbpmental 
policies. 

The logical answer to this problem lies 
in prevention rather than in therapeutic 
management. Developing countries in par¬ 
ticular can just not afford the massive cost 
of therapeutic care of these diseases on a 
targe scale. The preventive approach would 
largely consist in the identification and 
promotion of appropriate diets and life¬ 
styles which would help to curb the esca¬ 
lation of, the incidence of these diseases. A 
massive programme of health/nutrition 
education designed to correct errors and 


excesses in life-styles and diets will be 
necessmy and this indeed will be among 
the emerging challenges in the ticld of 
public hetdth. The mass media and the 
electronic media could be used in imagi¬ 
native ways for this purpose. Gratifying 
results have been obtained with respect to 
reduction in mortality from corunory heart 
disease in some countries through the pre- 
venbve approach. 

Control of ongoing environmental deg¬ 
radation: Rigorous control measures for 
checking depletion and pollution of land, 
water and other natural resources need to 
be intensified. Developing countries do 
not have the required infrastructure for 
this purpose. Even with respect to food- 
quality control, available facilities are 
woefully inadequate and need to be great¬ 
ly improved, especially since street foods, 
ready-to-eat foods and fast foods are in¬ 
creasingly coming into vogue even in poor 
countries. Without such controls, these 
developments could seriously endanger 
public health. 

Response to Ageing: Another major chal¬ 
lenge that pour developing countries will 
increasingly face in the next few decades 
will be with respect to health care of the 
aged. The strategy here must be to ensure 
that at least the ‘young old’—i e, people in 
the age-group <70 years remain active, 
healthy and productive so that they do nut 
add to the dependency burden. This will 
again call fur education and propagation 
of healthy habits of life-style and diet 
among the aged. Developing countries, 
which cannot afford adequate old age pen¬ 
sions or heavy investments for the care of 
the elderly, must devise arrangements tor 
providing support and incentives to joi.il 
families which support aged parents and 
relatives. 

Checking commercial exploitation of 
third world malnutrition: A disturbing 
trend in recent years has been the attempt 
on the part of the commercial circles to 
exploit third world malnutrition by pro¬ 
moting unsustainable solutions and reme¬ 
dies for their major public health nutrition 
problems. The attempt to push iodised oil 
injections (which is expensive and beyond 
the technological capabilities of pour coun¬ 
tries) as an answer to the problem of 
iodine-deficiency disorders in preference 
to salt iodation (which is well within their 
reach); and the attempt to push massive 
dose of synthetic vitamin A even in infants 
as an answer to the problem of vitamin A 
deficiency in countries wherein there is an 
abundance of inexpensive carotene-rich 
foods available are examples of such in¬ 
appropriate technology. Hiis unethical trend 
must be discouraged. 

Privatisation of research in genetic engi¬ 
neering: Yet another disturbing trend that 
may have far-reaching public health re¬ 


percussions is the growing trend towaidi 
privatisation and secrecy in the area of 
reseatch in bio-technology and genetic 
engineering. Much of the essential raw 
material fur such research is collected 
from poor countries through expeditions 
to developing countries; but the products 
of research are not being equitably shared. | 
Since genetic engineering is likely to play T 
an important rule in public health and I 
nulritiun in future, this trend needs to be j 
combated by the enlightened international I 
community | 

There are other major issues related' tot| 
public health and medical profession such f 
as; the sharing of costs of health care as'| 
between the private and public sectors;i| 
questions ot medical ethics; the need to | 
evolve a fair sy.stcm for consumer protec-<: 
tion that will not lend iLself to misuse andi 
hai assmen t ot doctors; gender bias in health' 
care (in some countries); policy on essen-'| 
tial drugs, policies for discouraging un-' 
nece.ssary diagnostic tests and therapeutic! 
intervention. All these are important, budj-- 
because of time constraint have not been>' 
touched upon in this presentation. 

As we move to the next century we fact ' 
the ciuci paradox that despite growing)^ 
prosperity and spectacular technologica | 
advances, the task of ensuring health, 
and well-being tor the citizens of tht > 
world IS becoming even more difficul '• 
and expensive and complicated than evei ] 
before. To be sure we have conquerec; 
some old ‘enemies' to public health; bu ’ 
newchallegcs—some even more formida •' 
bic and imponderable than earliei I 
ones-- -have cropped up. These will de 
mand even greater national vigilance am * 
increased international co-operation fo'' 
ihcir solution ' 
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Social Cost-Benefit Analysis of 
Investment in Irrigation 

Rajender Singh 

commercial profitability cannot he a guide to the economic and social choice of an infrastructural public 
investment irrigation project like the Main Western Gandak Canal Project in Uttar Pradesh, economic and social 
profitability of the project has been calculated using UNIDO method of project evaluation. It is not until income 
distributional considerations are brought into the picture that social profitability of the project reaches a level at which 
the project's selection becomes justifiable from a social angle. 


, THE importance of irrigation for increasing 
j agricultural output and employment was 
j realised from the very inception of planning 
I in India. Massive efforts have been made, 
therefore, to develop irngation potential 
. through construction of various type of irri- 
' gation projects. Alongside followed studies 
in the economics of irrigation projects. In 
particular menuon may be made of tho.se by 
Gadgil (1948), Savani and Rath (I960), 
ISonachalam (1963), Singh and Mishra 
(1965), Raj (1960), REO (1965), Chopra 
,(1972), Sinha and Bhatia (1982) and Murty 
(1978). The studies conducted prior to 70s 
jused the traditional revenue-cost or market 
|type cost bencHt approach and suffered 
one or the other limitation. During the 
70s and after, modem social-cost benefit 
^approach to evaluation of public irrigation 
,9rojects came to be increasingly adopted. 
However, none of the studies carried out in 
^ recent past, except by Murty (1979), 
^ve made any attempt to incorporate the 
^ntribution of an irrigation project to the 
(lationai objectives of income distribution. 
'>foreover, the shadow prices of inputs like 
iutskilled labour, fertiliser, etc, in these stud¬ 
ies have been estimated either by using the 
partial equilibrium approach [UNIDO( 1972) 
|nd OECD (1974)] or the values have been 
jssumed on grounds or reasonableness. 

I In the pre.sent paper an attempt has been 
'tade to investigate the economic and social 
jofitability of public investment in the 
'^ain Western Gandak Canal Irrigation sys- 
.in which lies in the high rainfall area and 
|aditionally poor region of eastern Uttar 
jradesh. It aims at overcoming (he above 
)Tiitations by taking into account almost all 
;e relevant aspects of the project, including 
|e projects' income distributional effects 
|ld estimation of shadow prices of inputs 
ing the general equilibrium appro,ich of 
Jiear programming. The need for such a 
^imprehensivc study jro.se from the fact 
at the results of a preliminary study 
Juirma 1979] in the command •rrca ol this 
oject had made it clear that expansion of 
jgation facilities during the 1960s had 
iiited impact on the cropping pattern, crop 
i^ld and imgated area. The.sc being the 


basic variables for determining the cconom- of infrastructure facilities like construction 
ic, social as well as private profitability of of link roads, supply of basic inputs like 
an irrigation project, one can hardly over- HYV seeds, fertilisers, etc. 
emphasise the need for conducting a dc- The data on public investment and opera¬ 
tailed ex-post evaluation of the Main West- tional cost of the project were collected 

em Gandak Canal Project. from project reports made available by the 

Gandak Project office and the Gandak (Zom- 
Projmt and Sourc es oe Data mand Area Development Authority located 

at Gorakhpur. The data for the estimation of 
The Gandak Canal Project is a major income benefits were collected by the au- 

inter-statc project designed to exploit the thor through a sample survey of four villag- 

water resources available in the eastern part es in the command area of the project cov- 

of India along the Himalayan foothill plains ering 450 households, 
covering parts of Uttar Prade.sh, Bihar and Out of the two approaches generally used 

Nepal. The project was designed and ap- for project evaluation, viz, ‘before and after 

provedbythePlanningCommis.sionin 1961, the project* and ‘with and without the 

its main objective being to provide assured projecc‘, the latter approach has been used 

and controlled supply of irrigation water to for estimating the income benefits due to the 

the command area of the project. Initially project. The life of the project has been 

the total cost ofthe project for Uttar Pradesh assumed to be 30 years from 1972-73 on- 

was estimated at Rs 15.15 crorc. Since then wards. 

cost has been revised in 1966 in 1978 and in The project region has been classified 
1983. The respective cost estimates were into four major soil groups. Expectedly, the 
placed at Rs 50.38 crore, Rs 85.55 crorc and yield of crops and cropping pattern in each 
Rs 103.45 crore (Draft Annual Plan, 1984- soil complex would be different. Keeping 
85, 1986-87).' this in view, purposively four villages were 

The project consists of av barrage con- selected, one typical village of average size 
structed across the river Gandak at from each soil group. Initially, a pilot sur- 
Valmikinagar on the Indo-Nepal border at vcy was conducted to test the questionnaire, 

about 1,500 feet below the Ibdsting Tribeni After this the questionnaire was revised and 

Canal Head Regulator located in the terri- a comprehensive census of four selected 
tory of Nepal. Water from this barrage is- villages, covering all the households was 
diverted into three main canals, viz, the taken. The selected villages are; Parsa 

Western, Eastern and Nepal Western Gandak Buzurg, Gopalpur, Chakhanipuram 

canal flowing in the states of Uttar Pradesh Chachapara and Pumaha Mishir. The first 
and Bihar and in Nepal respectively. The two villages fall in Gorakhpur district and 
scope of the present paper is limited to the the latter two under the jurisdiction of Deoria 

Mam Western Gandak Canal (with acapac- di.strict. The survey of the selected villages 
ity of 15,800 cusecs) including the Com- was completed during January-March 1980 
mand Area Development Project which start- while the data collected relate to the agricul- 

ed in the command area in the year 1972-73 tural year 1978-79. 
when the Mam Western Gandak Canal start- In selecting typical villages and taking a 

ed providing water to Gorakhpur and Deoria sample of all the households, it is apparently 
districts of Uttar Pradesh. The gross area of assumed that information collected this way 
the command is estimated to be 5.39 lakh is as representative ofthe region as would be 

hectares with a cultivable area of 4.43 lakh the case if it was a stratified sample of 

hectares. The command area development farmers randomly selected and scattered 
project was introduced for speedy and opti- over the whole command area. In the 
mum utilisation of irrigation potential ere- Gangetic Plains the structure of the cco- 
ated which consisted of construction of on- nomy of an average village is generally found 

farm development works as also provision to repeat itself in other villages of the re- 
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gion. Secondly, m a Robinson Cnisoe type 
of enterprise like ours covering even 450 
households scattered over the whole com¬ 
mand area would have been simply impos¬ 
sible given the time and resources avaii^le. 
It is for these reasons that we preferred to 
adopt the above approach. In all 450 house¬ 
hold were coverdi and the survey conduct¬ 
ed by personal interviews of respondents 
focused on eliciting information on inter 
alia the following major items: Jand 
utilisation pattern, details of family work¬ 
ers, their education and occupation, crop¬ 
ping pattern, input-output data for each crop 
grown in different seasons, inventories of 
farm assets including livestock, investment 
and operating cost data on private tubcwells 
and triulitional methods of irrigatitm, prices 
of farm level inputs and outputs, etc. 

Approach 

Out of the two established methodologies 
of project evaluation, namely, the UNIDO 
(1972) and the OECD (1974), we have used 
the former as in a developing country like 
India, this methodology appears to be more 
in confirmity with the economic environ¬ 
ment and the planning framework. Owing to 
the existence of market imperfections and 
government intervention market prices do 
not always indicate the true economic social 
value of inputs and outputs. Therefore, com¬ 
mercial profitability cannot always guide 
economic and social choice correctly and 
one needs to work out the economic and 
social profitability indices of the project 
choice from the national economy and 
society’s angle. 

The economic and social evaluation of the 
project requires an explicit statement of 
relevant objectives of the national economy 
and society, so that benefits and costs of the 
project may be measured in terms of those 
objectives. The main objectives of econom¬ 
ic development planning in India have been 
(I) increase in national income; (2) genera¬ 
tion of' additional employment; (3) reduc¬ 
tion in income disparities between regions 
and income classes: and (4) attainment of 
self-reliance. Although, not explicitly slated 
in the plan documents, increase in the 
level of savings and inve.stmcnt implicitly 
lies behind all these objectives. In the eval¬ 
uation exercises of the project we have 
attempted to incorporate the contribution of 
the project to all these objectives except the 
fourth. This is because the project docs not 
directly involve foreign exchange cost or 
earning. 

The evaluation procedure followed is that 
of successive complication, introducing 
adjustment for one factor after another, and 
computing at each stage the values of the 
decision criteria, the NPV, the B/C ratio and 
the IRR. Beginning with commercial evalu¬ 
ation at market prices, adjustments have 


been successively made for accounting wage 
rate of unskilled labour employed in the 
project as well as in agricultural operations, 
for accounting price of fertilisers and finally 
for the accounting price of investment in the 
project. At the end we get the combined 
effects of thc.se adjustments on the values of 
the decision criteria. The problem of incor¬ 
porating income distributional effects has 
been relegated to the last section. Before 
presenting the results of the successive ad¬ 
justment exercises we present below a brief 
discussion on various accounting prices and 
their estimation. 

Since the costs and benefits occur at dif¬ 
ferent points of time over the life of the 
project, these are as such not commensurate 
with each other. The social rate of discount 
(SRD) is used to make them commensurate 
which in turn enables us to compute project's 
worthiness from the present value of costs 
and benefits. From the theoretical point of 
view, the SRD reflects the society’s impa¬ 
tience for prc.sent over future consumption, 
it IS defined as the rate at which the weights 
attached by the .society to units of consump¬ 
tion measured in terms of present consump¬ 
tion fall over time. As discussed in the 
literature on cost-benefit analysis, average 
market rate of interest and marginal produc¬ 
tivity of capital cannot be taken as proxy for 
the social late of discount owing to non- 
cumpetitivenc.ss ot the capital market, sav¬ 
ing-investment inoptimality, non-shiftability 
of capital, etc. 

Following the UNIDO guidelines, wc 
know that the social rate of discount is a 
national parameter. But in India no particu¬ 
lar estimate of this parameter is provided by 
the policy-inakcrs. In the absence of any 
such estimate, keeping in view the results of 
some studies (Mishraand Beyer 1976, Murty 
1978, etc) and assuming that SRD has an 
element ol value judgment, wc have accept¬ 
ed and used 10 per cent as its value tor our 
purposes. 

In an economy with sub-optimal level of 
saving and investment patterns, capital in¬ 
vestment made m any particular project 
should be assigned some premium. It is this 
premium which indeed reflects the shadow 
price of investment. In other words, the 
shadow price of investment is defined as 
present value of consumption which an ad¬ 
ditional unit of investment fetches to the 
economy. According to the UNIIX) Guide¬ 
lines, the shadow price of investment is 
determined by the social rate of discount (i) 
the opportunity cost of capital (q) and the 
rate of reinvestment (a) or share of savings 
in the incremental income. The formula of 
the Guidelines is cxpresiicd as 

^ (1 - a)q 

pmv g. ^ 

I -aq 

In order to estimate the shadow price of 


investment, most plausible values of a, q 
and i for the Indian economy have been 
taken (Mishra and Beyer 1976; Choudhuiy 
and Sen 1970; Sinha and Bhatia 1982]. 
These arc a = 0.25, q = 0.15, i = 0.10. The 
value of shadow price of investment for 
these values works out to 1.82. Admittedly, 
like in the case of SRD. there is no certainty 
attached to this value, indeed, it is on die 
higher .side than the values used by most 
re.seurch workers in India, which is 1.5. For 
this reason we have assumed that the shadow 
price of investment lies in the range of 
1.5 to 2.0. And the effect of this variation has 
been handled by a sensitivity analysis. Botfi 
costs and benehts of the project have been 
accordingly adjusted. On the cost side, we 
have calculated the economic cost of invest- J 
ment by multiplying the nominal invest- | 
ment cost by the shadow price of invest- >! 
ment. On the benefit side, reinvestment ij 
benefits have been calculated by multiply-') 
ing the proportion of additional income i 
saved by the .shadow price of investment ‘f 
incorporation of employment objective 
in the project evaluation necessitates the use - 
of accounting wage rate in the evaluation of <•' 
public investment projects. Under the con- •< 
ditions ol competitive labour market mar- ^ 
ket wage rale would reflect the economic i| 
cost of labour. In its absence there would ’ 
arise divergence between the market wage'> , 
rate and the shadow wage rate, or the real 1 
economic .scarcity value of labour. 't 

The UNIDO lormula fur accounting wage ' 
rate (AWR), including both direct and in-'* 
diiect cost ol labour is given as follows: '■ 

AWR=MVP-rS(P"’-l)W ...(1); 

where aWR is the accounting wage rate | 
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14.00 

.5.10 : 

For all farms 

8.49 

9.61 a 


■I- 


Tabil 2 Linear Programming 
AI'PROACTI - EsTIMATfe.S OF MARGINAL VALUE '. 

Product or Labour 


Type of 
Labour 

Group 

.Season 

MVP or 
Shadow 
Pnee (Rs) 

MVP/MW 

Family 

Khanf 

0 17 

0.07 

Family 

Rabi 

000 

0.00 

Hired 

Kharif 

5 Tt 

1.33 

Hired 

Rabi 

6 05 

1 SI 


MWR = Market Wage Rate. MVP Margin' 
Value Product 
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MVP IS the matginal value pniduLt, ‘S’ is 
the rate of savings (rum profits W is the 
project svage rate and P"' stands lor the 
shadoss price o* insestinciit 
Assuming SW to be the piopoiiion ol 
additional income saved bv ssoikers the 
above formula will gel rnodilud to 


AWR = MVP+(S Sw)(P liW 


I I 


It IS clear from equation (2) that it marginal 
saving rate ol the hibouiers and capitalists 
are the same then thcelkit ol sh idow prici. 
of investment willbe/eio indthe AWft will 
be equal to MVP 

We have estimated the accounting w igc 
rate (AWR) for the Ciandak pio|eci using 
the formula |2), given above From our 
' survey data the marginal piopcnsitv to save 
’of unskilled laboureis in the pioieci area 
'works out to be 2*) per cent ’ll wctake29pcr 
cent 10 be the reasonable rale ol savings out 
of profits in India it means that the values ol 
the parameters S and Sw’ in the above 
formula aic the same and ci|ual reducing 
the indirect social cost ol unskilled labour 
"for the project to be /eto 1 hus, the AWR lor 
our project is reduced to the direct cost ol 
labour only, which ol course is equal to the 
jnarginai value produc t ol labour 
, Several methods have been used tot csti 
'■nating marginal value product of labour 
jattlc and Mirilccs (1974) have suggested 
■ulf ol the aveiage produc t as a reasonable 
approximation to margin il value product ol 
j^tbour The marginal value prexiue t of labour 
fas frequently been estimated using the 
production tunctiun approach I Ins ap 
■•roach, however, has been found to ms in 
bly yield a value ol MPV>() even when 
^lerc IS surplus labour m the cconoms I Ins 
^ because prcxiuction lunction lads to lake 
iprc of total supply of labour It takes care 
niy of cx-post demand tor labour used m 
'je prcxiuction process It is not thciclore 
^rprising that MVP thus estimated turns to 
p greater than zero m the presence of 
Itrplus labour in the economy An ilterna 
ye to this IS to use a general cquihbiiiim 
^proach, like that of linear piogianirnmg 
ar Its estimation or tor that matter tor 
‘timatmg the shadow price ol other inputs 


well In order to estimate the piarginal 


i 

|lue pnxluct of unskilled labour toi the 
^ndak pniject region, we tried both these 
proaches in order to see difference the two 
jproaches make We titled i Cobb 
^nglas production function m respect ol 
*^0 predominant crops early khaiit picldv 
‘d rabi wheal I he holclmgwise input out 
1 data to which the function was fitted are 
am our survey in the pii)|cct area icicrrcd 
xarlier The estimated values of the MVP 
f different si/c classes ol formers are 
uented m Table I 

It is clear Irom Fable I that tor all si/e 
Jgses the estimates ol MVP lar exceed the 


ruling market wage of Rs 4 00 per day. 
except in the case of early paddy for si?e 
class 5 01 I OIK) acres The fact that the 
estimates are higher than the ruling market 
wage rate itsell however point towards 
c'cisicnccof surplus labour Fhcsupplycon- 
diiions are such that the market wage rate is 
III below the iinremal value product ol 
I ihout But IS the prixluction function ap- 
proai h Ignores the unused supply of labour. 
It tails to show up Its existence through the 
value ol the m.iigmal pioduct I or this rea 
son we h ivc estimated and used the shadow 
w igc I itc ot labour as obtained Irom the 
lineal progiammmg approach which lakes 
care ot ihe total demand and total supply of 
labour in the region A linear programming 
inixlcl was toimulatcd and used tor this 
Iiurpose ' I he social objective function ol 
this model IS to maximise gross value ot 
agiKultural output sub|cct to resource con 
stramis one ot which is labour 1 he dual or 
the shadow puces of labour as obtained 
from this nxxlel are given m Table 2 
It IS cleat Irom Fable 2 that family labour 
has a zero marginal value prcxluct and is 
therefore surplus m Ihe rabi season In the 
khaiit season tanuly labour is just as much 
IS lequiied since its marginal value prcxluct 
IS close to being zeio but settling )ust above 
It at Rs 0 17 However, for hired labour the 
marginal value prcxluct is positive and higher 
than the market wage rate in both the 
ciops seiisons Incidentally, for actual pay 
rncnl the maiket wage rate is relevant for the 
hired labour only Family labour indicates 
sell employment involving no wage pay 
ment For our evaluation exercises it is 
these prices oi their ratio to market wage 
I Ik which have been used 
It should he noted that loi our project, 
coriections lor market wage late are re 
quiied at two levels the project as such and 
the laini level Whereas for the farm level 
cost estimation we have used the accounting 
wage rate given m Table 2, for the project 
level the AWR ol unskilled workers has 
been assumed to be zero on account of the 
following reasons We know that most ot 
the project construction work is earned out 
during the rabi season and before the start of 
the kharil season with almost no project 
work done during the rainy season with 
which kharif season synchronises And it is 
Juimg this pencxi that family labour-time 
component that is drawn to project site 
work It IS therelorc, valid to attach zero 
economic value to family labourthat goes to 
wi*rk on the pioject Society does not lose 
anything in the foim ol forgone value of 
crop output when the surplus family labour 
IS employed on the project 

I he shadow puces ol fertilisers as turned 
oul by the same hiKar programming model 
along with their maiket puces arc given in 
I able ^ It IS to be noted that Urea and NPK 
fertilisers as the resource constraints, have 


been introduced m the modd on an annual 
basis The Accounting pnee of fertilisers* 
reflet I the use value of fertilisers from the 
scKicty s angle, indicating their contribu¬ 
tion to social welfare, in this case the 
maximisation of the gross value of agncul- 
tural output from the project area The ac¬ 
counting price of fertilisers in the case of 
urea is higher than its market price It im¬ 
plies that use ot accounting pnee ot urea will 
have adverse effect on the decision cTitena, 
as It will increase the social cost at the farm 
level Uii the other hand dual pace of NPK 
will have favourable impact on the social 
profitability of the project because the entire 
cost ol NPK from the society angle is re¬ 
duced to zero 

It should be noted that like the accounting 
prices ot unskilled labour and fertilisers as 
obtained tiom the linear programming 
M(xlcl-ll, wc have not used the dual pnees 
(accounting prices) ot land and water given 
by the model in the evaluation ot the project 
I he accounting pnee of land indicates the 
rental value ot land and we know that the 
rental value ot land does not reflect the cost 
of land from the economy/society angle In 
fact the rental value of land is nothing but 
the private use value or the price ol using the 
land However, in the evaluation of the 
project, we are concerned with the eco- 
nomic/social cost or value of land which is 
defined as the net present value ot output 
forgone In our case the net present value of 
output forgone is given by the net present 
value of output on unirngated area or con¬ 
trol area In other words, it is the net present 
value ot output under ‘without the project’ 
situation which is deducted from the net 
picscnt value of output under ‘with the 
projcct‘ situation in order to obtain the net 
present value of output due to the project 
Similarly, the dual price ol water does aot 
indicate the cost of water from the economy/ 


Tabu- 1 bsnMAii-s of AcrouNTiNO 
PrICF of hFRTIl ISFRS 


Type of 

AP 

AP/MP 

Ficniliscrs 

Ks/Quiniat 


Urea 


2 17 

NPK 

000 

000 


AP = Accounting Pnee MP = Market Pnee 


FaBIFA RFOIONAi Intome 
D isTRiBinioN Weights 
(Ycr-Rs 82 00 and Yr 47 10) 


e 

Income Distribution Weights 

t 50 

2 297 

-1 65 

5496 

-1 81 

2 728 

-1 91 

7014 

2 19 

7 768 

-2 41 

7 805 

-2 65 

4 746 

-2 92 

5 048 
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society angle. It reflects the use value of 
water which may be compared wth the 
actual water charges fixed by the irrigation 
authorities, working as a monopolist. The 
relevant cost of water is the investment cost 
of the project evaluated at shadow price and 
in the economicand social evaluation of the 
project we have taken the investment cost as 
the cost of water.’ 

For the purpose of determining distribu¬ 
tional wights we follow here the method 
develop by Scott and others (1976). As 
per this method, we require the value of per 
capita income of the project region (Yr), 
critical minimum income level (Ycr) and 
the elasticity of marginal utility of income 
(e). The per capita monthly income of the 
region has been estimated from the survey 
data on the supposition that percapita month¬ 
ly income of the sample households is 
representative of the per capita income of 
the project region. The critical minimum 
income is the per capita monthly income of 
India which is estimated to be R$ 82.00 at 
1975-76 prices. Following the review of 
literature, we have adopted a range of va(pe 
for ‘e’ from -1.5 to -3.00 and calculated 
distributional weights. For different values 
of ‘e’ starting from (-)1.5 and increasing it 
everytime by 10 percent until we approach 
the upper limit of (-3), we have computed 
the distributional weights using the formula 
due to Scott and others where the weight 
(Ycr)' 

Wr = —— The results are presented in 
Table 4. 

It IS clear from Table 4 that even at the 
smallest value of 'e' the social value of a 
unit of regional income is more than twice 
its nominal value. Since the value of ‘e’ is 
uncertain, one may legitimately ask wheth¬ 
er the weight Wr could not be computed 
without bringing in ‘e’ in the picture, i e, 
removing the exponent ‘e’ from the right 
hand side of the equation. Besides its value 
being uncertain, there is another argument 
in favour of dropping ‘e’. Starting from any 
level of income, if income increases, con¬ 
sumption also increases and the elasticity of 
marginal utility of income, ‘c’ fails ceteris 
oaribus. Further, it may be mentioned that 
the value of ‘e’ would change over time 
following the economic development of the 
counuy and growth in income. The value of 
‘e’ is thus not independent of Ycr and Yr. 
Prom the formula of determining weights 
'YerV® 

■-^-1. It IS clear that when there is a large 

difference between the regional and social 
per capita critical income, the ratio (Ycr/Yr) 
would be larger and ‘e’ would also be larger, 
for the higher value of ‘e’ reflects the greater 
imncero for income distribution. As this 
difference declines which is likely to hap¬ 
pen due to the project.* the ratio (Ycr/Yr) 
would fall, until it reaches the value of one 
It which the regional per capita income 


comes at par with the national per capita 
critical income. At this ‘e’ will make no 
difference to the weight but then the prob¬ 
lem of weighting regional benefits itself 
disappears at this value of the ratio. 

One may. therefore, prefer the simple 
ratio of Ycr and Yr as giving the regional 
income weight without having to be in¬ 
volved with ‘c’. In fact, this has also been 
suggested by Faster (1966). For analytical 
interest it may be desirable to work with 
both sets of weights, with and without ‘e’ to 
sec whether any difference is made as to 
the judgment about the project. Similar to 
the weights due to increasing value of ‘e’ 
(Table 4), we have taken a range of sim¬ 
ple weights (YcrA^r) starting from its actual 
value of 1.74 going down to 1.10 and the 
results of these variational exercises are 
presented in Table 8 

RbSlILTS 

The commercial benefits and costs over 
the expected economic life (42 years) of the 
project have been assessed at the market 
prices of relevant inputs and outputs. The 
results of the commercial evaluation indi¬ 
cate that at 10 per cent rate of interest, which 
IS the minimum interest rate currently 
charged by the financial institution in India 
in term loans, the commercial profitability 
of the Western Gandak Canal Project turns 
out to be negative, with a net present value 
(NPV) of the Rs (-)452.10 lakh. Expectedly 
the B/C ratio in less than unity and the value 
of IRR worked out to 8.39 per cent. Certain¬ 
ly commercial profitability cannot always 
be a guide to social choice more so of an 
infrastructural project like the Main West¬ 
ern Gandak Project. Accordingly, we have 
proceeded to assess profitability of the 
project based upon the accounting pnees. 
The results of the evaluation are given in the 
ensuing paragraphs. 

We may begin by noting that by using the 
above accounting pnccs for calculating the 
values of the decision criteria we are at the 
same time incorporating the contribution 
made by the project to employment objec¬ 
tive. The ratios of the accounting to market 
prices which may be called the correction 
factors have been used to work out the 
economic cost of labour. When the cost at 
market price is multiplied by these factors 
we get the corresponding social costs of 
labour. At the project level, since this factor 
is zero the effect is that compared to the 
market cost, the total cost of the project is 
reduced by the amount equivalent to the 
wage bill of the unskilled labour. At the 
farm level, cost.of family labour in the 
khanf season is reduced by 93 per cent, 
while in the rabi season entire cost of family 
labour is reduced, to zero. 

Chi the other hand the correction factors 
for hired labour at the farm level are 1.33 


and 1.51 respectively in the kharif and rabi 
seasons. Their effect, therefore, is in the 
direction of pushing up the economic cost in 
comparison to market cost. These correc¬ 
tions have been introduced for unskilled 
labour. As a result of the corrections both 
the costs and benefits streams get affected. 
On the cost side, the social cost of the project 
IS comparatively reduced by the order of 
total wage bill of unskilled labour employed 
on the project each year. On the benefit side, 
since form cost of unskilled labour is re¬ 
duced from Rs 4.97 per acre to Rs 4.22 per 
acre, as a result of this correction the addi¬ 
tional value of crop output is enhanced by Rs 
0.75 per acre. Consequently, the additional 
value of crop output due to irrigation in¬ 
creases from Rs 167.35 per acre as in the 
commercial evaluation to Rs 168.11 per 
acre on economic basis. We have assumed 
in thc.se calculations that the cost of other 
categories of labour like the semiskilled, 
skilled, etc, at market wage rate reflects the 
corresponding economic cost as well. 

The estimates of the NPV, B/C Ratio and 
IRR with adjustment for accounting wage 
rates are presented in Table 5. The NPV of 
the project with accounting wage rate is still 
negative at 10 per cent rate of discount, 
aithoug)i It is far more higher than the same 
amount obtained in the commercial evalua- 
Uon, i e. Rs (-)452.10 lakh. The internal rate 
of return (IRR) of the project is now very 


Table 5. Summary or Evaluahon Results 


Alternatives 

NPV at 

10 Per Cent 
Sociai Rate 
of Discount 
(in Rs Lakh) 

IRR 

(Percent) 

With market pnccs 
(Commercial 
evaluation) 

-4‘i2.10 

8 39 

With accounting 
wage rale of 
unskilled labour 

-7 88 

9 97 

With accounting 
pnee of fertilisers 

-.‘526 10 

8 07 

With accounting 
wage rate of 
unskilled labour 
and accounting 
pnee of fertilisers 

-71 86 

974 


Tabi f 6 Slnsitivity of NPV and IRR of the 
Proifci with Respett to ArroiiNTiNG Price of 
Investment at 10 Per Cfnt Sociai Rate 
OF Discount 


Accounting Using Accounting Pnees of 

Price of Labour and Fcnilisers 


Investment 

NPV 

(in Rs lakh) 

IRR 

(Per Cent) 

100 

-085 55 

8 54 

1.50 

-1.055.31 

6.29 

1 65 

-1,285 32 

5.86 

1 81 

-1,.547 91 

5 50 

2.00 

-1.821.92 

5 13 


1213 , 
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close to the social rate ol <1' PC 

ratio of the pmjett at l') p • ' 

of discount IS 0 99 iinh ■ ‘ u 

close to being a margin i 

values ol NPV B/(’ r ’ 

accounting wage latcs. 
commercial evaluation ^ i i 


from increases in Nm li 
costs in each year tbi> 
project 

In case of fertilise 
corrections have been i.i ■ 
accounting pnees nt tvi i 
urea and NPK It shoiii < 
have not made any m 
tion between these tw > 

Although, there arc si n i 

trogen in both types ol 

put their quantities as 

constraints in the lineai n 

cise and obtained then 

As in the case ol accou i 

unskilled labour ihe c i 

urea and NPK are the i a 

to respective market (v 

econumii cost ol a u <ii 

correction factors, ispn 

Table ^ lor Urea works i 

NPK It turns out to bi ' i ' 

corrections lor the u 

fertilisers the stream < 

same as in the cnmniiK i 

the addtttonal bencitt o 

tion made av<ulablc hv i 

parativcly reduced T hi 

counting price ol I in in 

market price And it is' 

the larmcrs compai iii > i 

NPK The additional s i 

acre in this case woil 

whereas in the commi i 

Rs 167 35 per acre 111 

mg the same and tin i 

duced, the values nl th 

reduced in compans <i 

tamed in commerc < il i 

After examining tile n 
prices of unskilled I >1 
separately on the proj 
values we now work o it 
of these prices It is m \ 
accounting wage rate u 
increases the benefits 
accounting price of let ' 
the cost stream unchain 
efit stream adversely 
combined effects ol th 
nona] value of liencti' 

^works out to Rs 161 Ss , 
which lies between th 
jbenetits using aicc 
'(Rs 168 lipcracre)<uiJi i 
jng pnee ot lerlilisers i K 
The resultant value ol i 
,IRR are given m 1 ibk 
1 The NPV ot the pro 
l^ial rate ol discount i 


Rs71 86 lakh The IRR of the project works 
out to 9 74 per cent which lies between the 
IRR s calculated while using accounting 
w jg > nte and fertihsers separately However, it 
I e eatei than the commercial evalua- 
loii asc where it was 8 39 per cent 
k comparison would show that compated 
I lit position at market prices, the account- 
a (Ti.IS ol unskilled labour make a tre- 

I iidous improvement m the position but 
t ii is tgain a pullback due to accounting 
111 s ol fertilisers 

Invi stnicni is valued tor improvement it 
III iki ^ in tuture siKial consumption Addi- 
1 niial income benefits arc, therefoic rc- 
pnred III be broken into iramediafi ton 
umpiion and investment (savings) and the 
< ittci h IS to be valued in terms of the present 

V alne of tutuic consumption it makes possi 
bk It IS widely held that saving-investment 
pa'teiii III a developing country like India is 

1 1 inoptimal in the sense that one unit of imme 

I ill lie I onsumplion has less value than a unit 

'' 111 investment as the present value of future 

consumption due to it is higher than the 
• lorinei indicating that accounting price ot 
I s tv mgs or investment in terms ot consuinp 
I non c XIceds unity For the purpose of eval 
<1 itingtheinipactorsavmgs wchaveusedan 
I ic I'Uiiiing price of investment equal to 
I *■') In othei words we are giving 50 per 

II pi< mium to a unit of investment made 
> I'lc project or a unit ot saving generated 

o 11 Ilf the additional income earned due 
to the |iio|cct Since it has been suggested 
I'lit !• counting price of investment may 
•v (Veil higher or lower than 1 50, a 
c iisiliMtv cxcicisc in the range ot 1 00 to 
I DO I .lilted out later shows the effect of 
I h vaiiatioii 

While nominal value of investment made 
HI i' c |)io|cci IS available from (he project 
|i(< I tor savings out of additional income, 
Cl n ctl III identify different groups and 
I'll M sh lies in Ihe additional income due to 
I ,) ojcct I hese we have identified as the 
' II leis unskilled labourers and the gov- 
ciiiment Farmers get additional income 
I'ui 1(1 the project in ihe lorm of additional 

V nil ol ctop output In turn they pay 
iirij' ition charges to the government Ihus, 

I part of (he tarnicr’s cost become govem- 
n I Ill's income Unskilled labourers obtain 

iilitional Wiigf income at the farm and the 
, .o|ci t level The Wage income of unskilled 
iibourcis at faim level becomes farmer’s 
Cl si while wage income received by 
' I (in at the project level becomes gov- 
• uiKiit s cost The government incurs the 
cniiic lapitdl and operational cost of the 

I ojcci As a henclit it gets the iirigation 
cl lie s tioin the farmers in the project 
K uion 1 husonc group ot project benelicia- 

' 'IS cost (loss) becomes another bcnciicia- 
i> . benefit (gam) This is how redistnbu- 
iii bon ot income takes place due (o the project 

II the region Since these beneficiancs do 


not consume whole of their additional in¬ 
come, the proportion of additiobal income 
saved icsults into reinvestment benefits due 
to the project In order to calculate the 
savings impact of the project on the net 
aggregate consumption benefit due to the 
project, we need information on the marginal 
piopcnsities of the beneflcianes to save, 
so that we can calculate the total savings 
made by different groups Since the ac¬ 
counting price of investment is the present 
value ot tuture consumption benefits made 
possible by one unit of investment, the total 
consumption hcnclKs due to savings is ob¬ 
tained, by, multiplying the additional in¬ 
come saved by each beneficiary group with 
the accounting pnee of investment The net 
aggregate consumption benefits will then be 
equal to Ihe sum of immediate consumption 
belief Its and present value ot benefits due to 
reinvestment of savings 
We have estimated marginal propensity 
to save of the farmers using our own survey 
data I he marginal propensity to save ol the 
sample farmers as a whole works out to 29 
pet cent | Singh I983| In the case of un¬ 
skilled labourers we have assumed that 
marginal propensity to save of these 
labuuicrs is (he same as that ol marginal 
tarmcis belonging to holding si7C group 0- 
2 50 acres The validity of this assumption 
tests on the tact (hat most ol the unskilled 
labour come from this category ol larmcrs 
ihe marginal propensity to save ot un¬ 
skilled labourers this way works out to 29 
per cent ^ In the case of government we have 
assumed that the entile additional income 
received is saved It should be noted that the 
accounting pnee ol investment on the cost 
side IS applied to the capital cost alone 
excluding the operational cost simply 
because it represents the annual working 
expenses 

With the accounting pnee ot investment 
assumed for India in the range of 1 00 to 
2 00 and the marginal propensity to save ot 
the farmers, unskilled labourer and govern¬ 
ment being 0 29,0 29 and I respectively we 
have estimated the values ol the NPV, and 
the IRR which are presented in Table 6 

IABI F 7 SfNSITIVITY OF NPV AND IRR OP THE 
PRojrcT WITH RFspre T TO Marginal Propensity 
TO Savp of thf Beneficiarifs at 10 Per Cent 
S nciAi Ratf of Discount 


Marginal 

Propensity 

10 Save ol 
Beneflcianes 

Accounting Pnees of Unskilled 
_Labour and Ftertihsers_ 

NPV 

(in Rs lakh) 

IRR 

(Per Cent) 

0 29* 

28S 55* 

8 54* 

0 29 

-1055 31. 

6 29 

0 52 

-101341 

646 

0 35 

-971 73 

661 

0 38 

-929 96 

676 


Estimated at accounting pnee of investment 
equal to unity and margin^ propensity to save 
of the beneflcianes to 0 29 


il214 
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We see from Table 6 friat the accounting 
price of investment has quite a significant 
^ect on the NPV and IRR of the project, 
compared to the preceding position when 
only the combined effect of the accounting 
prices of unskilled labour and fertilisers 
were in the picture.* Tbe NPV and IRR are 
reduced significan*Iy. Both the benefits and 
costs in each year get pushed up with the use 
of accounting price’of investment but the 
magnitude of increase in benefits is‘lower 
than in die costs. It may be postulated that 
the government might use or ought to have 
used some policy measures resulting into 
higher value of marginal propensi^ to save 
in the project region, so that the investment 
in the project could turn out to be socially 
profitable. In the light of this, we have 
examined what happens when shadow price 
of investment remaining the same, the 
marginal propensity to save is increased. 
Expectedly such step will increase potential 
consumption benefits stemming from 
increased reinvestment. The effect of 
increasing values of marginal propensity to 
save of the farmers and labourers, keeping 
the accounting price of investment constant 
at 1.50, on the NPV, B/C ratio and IRR of the 
project is presented in Table 7. 

It is clear that the increase in marginal 
propensity to save of the farmers and 
labourers does not have significant effect on 
the profitability of the project. Though the 
value of NPV and IRR increases with the 
increase in the saving propensity of benefi¬ 
ciaries, at 10 per cent social rate of discount 
the NPV remains negative nevertheless even 
at such high propensity rate as 38 per cent. 
Clearly the very large magnitude of project’s 
nominal capital cost when converted into its 
accounting value far outweighs the addi¬ 
tional consumption benefits due to high rate 
of saving. At 38 per cent saving propensity 
while the costs increase by SO per cent 
benefits increase only by 38 per cent. 

To conclude, the economic profitability 
of the Western Gandak project at 10 per cent 
social rate of discount turns out to te nega¬ 
tive. The IRR of the project in all the alter¬ 
native situations remain below 10 per cent. 
The evaluation of the project, however, is 
not yet complete as the income 
redistributional effects of the project have 
still to be incorporated. 

For the purpose of the present exercises 
the aggregate social consumption benefits is 
now comprised of two components; (1) the 
aggregate consumption benefits using ac¬ 
counting price of unskilled labour, fertilisers 
and investment, and (2) the aggregate con¬ 
sumption benefits resulting from applying 
the regional income distnbution weighs to 
the total regional benefits. The results of the 
exercises with the two sets of distributional 
weights can be seen from Table 8. Irrespec¬ 
tive of the choice between the two sets of 
weights the conclusion is that the project 


evaluated from the society viewpoint after 
giving higher weightage to the benefits ac¬ 
crued to the project region gives a fairly high 
social profitability. Assuming the value of 
‘e’ to be (-1.50) the regional income distri¬ 
bution weight works out to 2.297. This 
means that a rupee worth of regional benefit 
has a social value of Rs 2.297. With this 
weight the NPV of social beneftts at 10 per 
cent social rate of discount works out to 
Rs 11311.09 lakhs and the B/C ratio to 
3.68. The IRR corresponding to this weight 
was 40.17 per cent. Using the simpler 
methods and taking the weight equal to ratio. 
(Ycr/Yr), the NPV of the project works out 
to Rs 4,708.52 lakh at 10 per cent rate of 
discount and the B/C ratio works out to 2.11. 
The IRR at this weight turns out to 23.36 per 
cent. Thus both the alternative ways of 
weighting regional benefits the investment 
in the project turns out to be socially worthy 
proposition.’ 

It is also clear from Table 8 that the 
ordering of the project's social profitabihty 
remains unchanged as one moves from one 
set of weights to the other. However, the 
value of NPV, B/C ratio and IRR appear to 
be unduly high with the weights obtained 
using *e’ in their estimation. In contrast 
their values appear to be quite reasonable 
when we use ^e simple ratio of the critical 
minimum social income to the regional 
income as the weight to be attached to 
regional benefits. From the methodology 
angle, therefore, the latter method seems 
preferable. Besides, it docs not require the 
estimation of the parameter ‘c’ which is beset 
with theoretical and practical difficulties. 

Summary and Conclusions 

The present study is an attempt to make a 
comprehensive in-depth, ex-post evalua¬ 
tion of a canal irrigation system in a high 
rainfall and traditionally poor region like 
that of eastern Uttar Pradesh. 

The commercial benefits and costs over 
the expected economic life (42 years) of the 


project are assessed at the market prices of 
relevant inputs and outputs. The results of 
the commercial evaluauon shows tfiat at 10 
per cent rate of interest, which is the 
minimum interest rate currently charged 
by the financial institutions in India on 
term loans, the commercial profitability 
of the Western Gandak Canal Project turns 
out to be negative, with a net present value 
(NPV)ot Rs(-)452.101akh. Expectedly, the 
B/C ratio is less than unity and the IRR 8.39 
per cent which is less than the stipulated rate 
of interest. 

Certainly, commercial profitability can¬ 
not always be a guide to social choice more 
so of an infrastructural project like the Main 
Western Gandak Canal Project Acconfingly, 
we have proceeded to assess economic 
profitability of the project based upon ac¬ 
counting prices of unskilled labour and 
fertilisers have been estimated using the 
linear programming Model II, which looks 
at the problem from the economy/society 
angle. These pnees indicate the use value of 
the resource inputs from the society angle. 
With legard to accounting price of invest¬ 
ment we have adopted the most reasonable 
estimates obtained by other studies. Taking 
the commercial profitability as the base, 
adjustments for the accounting prices have 
been made .step by step. 

At first, the correction for accounting 
price of labour makes the economic profit¬ 
ability for the project higher than its com¬ 
mercial profitability, though it remains neg¬ 
ative at 10 per cent social rate of discount. 
On the other hand the correction for the 
accounting prices of fertilisers reduced tiw 
values of the decision criteria in comparison 
to their respective values in the commercial 
evaluation case. 

The combined effect of the accounting 
prices of unskilled labour and fertilisers 
naturally settle the criteria values in the 
intermediate position. The NPV of social 
benefits of the project at 10 per cent social I 
rate ofdiscount remains negative at Rs 71.81 ' 
lakh. A companson with commercial eval- • 


Table 8: Estimates of NPV, B/C Ratio and IRR oi nit Mmn Westi rn Gandak Proiect. Usmo 
Shadow Price OF Labour. Fertilisers, tNVE.sTMi NT AND R|(>ionaj Iniomi Distributional Weiohts 

WITH (Ycr/Yry and (Ycr/Yr) 


Resional 

Distributional' 

Weights w 

-ith (Ycr/YrY 

Weights 

NPV (in 

Rs lakh) 

B/C 

Ratio 

IRR 

(Per cent) 

2.297 

11311.09 

3 68 

40 17 

2.496 

13219 60 

4.13 

46.39 

2.728 

15500.92 

4 67 

56.54 

3.014 

18263.74 

5.33 

82.62 

3.368 

21641.73 

6.13 

Exceeds 
300 per cent 

3.805 

25815 96 

7.12 


4.346 

31037.53 

8.35 

** 

S.048 

37642.78 

9.92 

»• 


Regional Disint'uiional WeiahK with (Ycr/Yr) 


Weights 

NPV (in 

Rs lakh) 

B/C 

Ratio 

IRR 

(Per Cent) 

“I'oi 

4708 52 

8.11 

23.38 

1 46 

3372 19 

1.80 

19.82 

1 13 

2102 31 

1 50 

16.41 

1 21 

948 00 

1 22 

13.02 

1 10 

-101 32 

0.98 

9.70 


* These weights are calculated using the following values of 'c' I .SO. I 65, I 81, 1.99, 2 19, 2.4], ' 
2.6S and 2.92. Ycr is the per capita cntical minimum social income (Rs 82.(X)) and Yr is the 
regional per capita income (Rs 47.10) 
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uation case shows that the adjustment for 
the accounting prices of unskilled labour 
makes a tremendgus improvement in the 
social profitability of the project but there is 
again a pull-back due to the accounting 
prices of fertilisers. 

At the fourth stage we have made ad¬ 
justment for the accounting price of in¬ 
vestment both on the cost and benefit side 
of the project. In order to find out the 
reinvestment benefits, marginal propensi¬ 
ties to save (MPS) of the farmers and 
unskilled labourers have been estimated 
by fitting consumption functions to con¬ 
sumption expenditure and income data 
obtained from our survey in the project 
region. The results of this exercise show 
that marginal propensity to consume 
(MPC) of all farmers and unskilled labour 
works out to be the same, i e, 71 per cent, 
which means marginal propensity to save 
(MPS) is 29 per cent. In the case of govern¬ 
ment the value of MPS has been assumed to 
be unity. The results of these adjustments, 
with accounting price of investment equal 
to 1 .SO and the values of the saving pro¬ 
pensities of the farmers, labourer5 and the 
government as just given, indicate that 
accounting price of investment has quite a 
significant effect on the NPV and IRR of 
the project compared to the third stage 
when only the combined effect of the 
I accounting prices of unskilled labour and 
. fertilisers were in picture. The NPV and 
IRR are reduced significantly. The bene¬ 
fits and cost both get pushed up with the 
[ use of accounting price of investment but 
I the increase in benefits is lower than in the 
; costs. 

i It may be postulated that the government 
; might use or ought to have used some policy 
I measures conducive to higher value of MPS 
j in the project region. In the light of this, we 
c have examined what happens when shadow 
!. price of investment remains the same while 
^ the MPS of farmers and unskilled labourers 
^ is increased. Expectedly, such a step will 
increase potential consumption benefits 
L stemming from increased reinvestment. The 
f values of decision criteria corresponding to 
t,these adjustments show that increase in 

.. does not have 

^significant effect on the social profitability 
tof the project. Though the values of NPV 
iaad IRR increase with the increase in the 


• MPS of beneficiaries, at 10 per cent social 
j!rate of discount, the NPV remains negative 
^even at such propensity rate as 38 per cert. 
Obviously, the very large magnitude of 
Eject's nominal capital cost when con¬ 
verted into its accounting value far out- 
^ighs the additional consumption benefits 
^ue to high rate of savings. 

Besides doing the social evaluation from 
^ regional economy viewpoint, social 
irofitability with relevant distributional 
'weights attached to regional income has 


been examined. The estimated income dis¬ 
tribution weights show that at the smallest 
value of the weight, the social value of a 
unit of regional income is more than twice 
its nominal value. Since the value of elas¬ 
ticity of marginal utility of consumption 
is uncertain, tor analytical interest, we 
have used both sets of weights, that is, 
weights involving and not involving elas¬ 
ticity of marginal utility of consumption, 
in order to sec whether any difference is 
made as to the judgment about the worthi¬ 
ness of the project. 

The incorporation of distributional ef¬ 
fects in the siK'ial profitability pushes the 
decision criteria value in the positive and 
higher range of acceptability. At the low¬ 
est value of regional income distribution 
weight of 2.297, which is based on the 
method involving elasticity of marginal 
utility of consumption of-1.50 the NPV of 
benefits works out to Rs 11,311.09 lakh. 
The B/C ratio at 10 per cent social rate of 
discount works out to 8.68 and the IRR 
turns out to 40.17 per cent. 

On the other hand using income distri¬ 
bution weight of 1.61 without involving 
elasticity of marginal utility of consump¬ 
tion in its estimates, the NPV and B/C 
ratio at 10 per cent social rate of discount 
work out to be Rs 4,708.52 lakh and 2.11 
respectively. The IRR of the project 
corresponding to the above weight is 23.36 
per cent. 


In brief, the distribi/tional objective 
rather than the accounting prices are critical 
for social worthiness of the project. And in 
the light of high social profitability includ¬ 
ing distributional effects the choice of the 
project, we may say in conclusion, has been 
well made. 

Notes 

(The author is grateful to S N Mishra for his 
valuable guidance and critical comments during 
the couise of the study. The views expressed 
here ore the author's.] 

1 According to the Draft Annual PhiA 1984-85, 
Uttar Pradesh, the re-revised project is under 
finalisation and the final cost of the project is 
estimated to be Rs 103 45 crore. The project 
was expected to be completed by the end of 
the Seventh Five-Year Plan. Due to non¬ 
availability of detailed data on yearwise 
actual cost incurred under the project during 
the recent years, it has not been possible to 
recast the estimates of IRR of the project. 
However, the fact that the final cost is higher 
than the cost estimates used by us and that 
actual utilisation of irrigation potential was 
lower than the irrigation potential utdisation 
figures used will have adverse effect on the 
values of decision criteria as worked out in 
the present paper and establish the veracity 
of our estimates. That is, the value of IRR 
will remain below 10 percent under all types 
of situations and the project will remain 
profitable only on the income distributional 
grounds. 
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2 Maninai propenaiiy to live (MPS) of the 
hrmeri and unskilled labourers have been 
estimated by fitting consumption functions 
to consumption expenditure and income data 
of the farmers obtained from our survey in 
the project region. For details, see, Singh R 
1983, Chapter VI. 

3 For details, see, Singh (1983: Appendix B). 

4 Shadow price (rf^feitibsers should really be the 
social cost of supplying fertiliser in the area. 
In the absence of any such estimate available 
for the area we have used the ‘Use Value' 
approach for the purpose. In any case, shad¬ 
ow price of fertilisers (NPK) using the social 
cost of supplying NPK in the area would be 
positive a^ any price more than zero would 
Anther reduce the profitability from the eco¬ 
nomic and social point of view. This would 
Anther reinforce our estimates of decision 
criteria. Keeping the above in view, the exer¬ 
cise by including social cost of supplying 
fertiliser has not been attempted. 

5 While computing the economic costs and 
benefits, we have not estimated the contribu¬ 
tion of the project to the self-sufficiency ob¬ 
jective. This was done because the project 
did not directly involve the foreign exchange 
component of the cost. Though, there arc 
certain inputs like cement, steel, etc, which 
had been used for the construction of various 
components (rf'the project, the detailed yearwise 
data on quantity of such inputs used 
were not readily available even with the 
project authorities. Thus, on the cost side, 
shadow price of foreign exchange could have 
been used to estimate the economic costs of 
these inputs and the ultimate impact could be 
towards increasing the investment cost of the 
project. However, in view of the non-avail- 
abtlity of requisite data, it has been implicitly 
assumed that the market prices of the above 
inputs reflect the scarcity values. 

On the benefit side, it could be argued that 
the project results into additional production 
of crops like paddy (rice), wheat, sugarcane 
(sugar), etc. These could be treated as minor 
traded goods. Again for these goods, market 
price was assumed to reflect the true value 
from the economy viewpoint. Adjustment for 
the foreign exchange premium using shadow 
price of foreign exchange would have en¬ 
hanced the economic benefits. However, this 
type of adjustment would be necessary at the 
farm level input cost also such as fertilisers, 
insecticides and pesticides, etc. 

Thus, adjustment for foreign exchange 
premium at the project-level costs (cement, 
steel, etc) and farm-level costs (fertilisers, 
insecticides and pesticides, etc) would have 
pushed up the cost, while adjustment at thh 
benefits-level would have increased the 
value of benefits. The author is of the view 
that under such a situation values of decision 
criteria would have remained at the level 
when no adjustment was made for foreign 
exchange benefits and costs. 

6 Though, the project contributes to the social as 
well as regional per capita incomes, the latter 
contribution would be relatively larger. This is 
because the regional population comparedto 
the national population is very small. 

7 This happens because the marginal farmers 
including the landless households In the size 
group 0-2.S0 acres account for 72 per cent of 


the total sample households and have about 
28 per cent of the total land in the sample 
villages. 

8 Mrinal Datta-Chaudhari and Amattya Sen 
(1967) have applied the shadow price of in¬ 
vestment to capital costs and reinvestment 
benefits simultaneously and found that shad¬ 
ow price of investment does not have any 
significant effect on the NPV of the project in 
their case. 

9 One may argue that for the purpose of 
etimating income distribution weights, 
instead of taking national per capita income 
as the critical minimum income, it would be 
more appropriate if we take per capita of the 
poorest region in the state of Uttar Pradesh or 
the per capita income of the state which has 
got the lowest per capita income In the latter 
case per capita income of Bihar stale was 
lowest at Rs 773 (current pnee). which was 
still higher than the per capita income of 
Rs 565 worked out for the project region. 
This implies that value of income distribution 
weight would be higher than unity (1.37 
without taking into account ‘e’) and the 
corresponding value of IRR would be much 
higher than 10 per cent which would indicate 
that investment in the project was socially 
profitable (the conclusion drawn when 
national per capita income was taken as the 
critical minimum). In the former case, it may 
be mentioned that net domestic output per 
capita at cuiient prices (1976-77) was 
estimated to be Rs 606.14, Rs 524 60, 
Rs 408.20. Rs 5.55.10 and Rs 708.28 for 
western region, central region, eastern region 
(project lies in this region), Bundelkhand 
region and Hill region respectively. 
Expectedly, the per capita incoroe/net 
domestic output at 1978-79 prices (our esti¬ 
mate of per capita income relates to this year) 
would be higher than the per capita income of 
the project region in respect of all the other 
regions in the state. This would mean that 
value of income distribution weight would be 
more than unity, which in turn, implies that 
the ranking of the project or the project cdioice 
as obtained horn our existing income distribu¬ 
tion weights would remain unchanged. 
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BALANCE SHEET OF THE INDIAN BRANCH OF 
OMAN INTERNATIONAL BANK S.A.O.a 
45 ON 31 MARCH, 1994 


CAHTAL AND LUBIUTIES 
Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other Utilities and Provisions 
TOTAL 


ASSETS 

Cash and balances with 

Reserve Bank of India 

Balances with Banks and money 

at call and short notice 

Investments 

Advances 

Fixed Assets 

Other Assets 

TOTAI 


Conbngent Liabilities 
Bills for collection 

Principal Accounting Policies 
Notes to Accounts 


chedulc 

As on 

As on 

No 

M 03 94 

31 03 93 


Rs inOOO’s 

Rs inOOO's 


50,362 

50,362 

2 

92,157 

73,731 

3 

1,679 790 


4 

195 253 

245,459 

5 

175,938 

237 980 


2,193,500 

2,551,620 

6 

148,850 

64,966 

7 

67,750 

431,114 

S 

515.217 

357,671 

9 

1 318,364 


10 

38,325 

29,623 

11 

104.993 

123.205 


2.193.500 

2,551 620 

12 

1,683,098 

1,293 799 


381.610 

391,601 

17 



18 




PROFIT AND LOSS ACCOUNT OF THE INDIAN 
BRANCH OF OMAN INTERNATIONAL BANK 
S.A.O.G. FOR THE YEAR ENDED 31 MARCH, 1994 


Schedule 

No 


I. INCOME 
Interest earned 
Other Income 

rOFAl 

II. EXPENOirURE 
Interest expended 
Operating Expenses 
Provisions and contingencies 

101AL 

in pRonT/iLOss) 

Net Profit for the year 
Profit brought forward 

rOlAL 

IV. APPROPRIATIONS 
Transfer to statutory 
reserves 

Transfer to Prosision for 
taxation pnor years 
Transfer to Government/ 
proposed dividend 
Remitted to Head Office 
Balance earned over to 
Balance Sheet 

lOlAL 

Pnncipal Accounting Policies 
Notes to Accounts 


13 

14 


Year Ended 
31 03 94 
Rs mOOO’s 


260,004 

4I,02S 


301,029 


124,030 

50,492 

108,273 


282,795 


18,234 

28,434 


46.668 


3,647 

Nil 

Nil 

Nil 

43,021 


46,668 


17 

18 


Year Ended 
*31.03.93 
Rs mOOO’s 


339,494 

30.601 

370,095 


213.325 

5Q.3I5 

88,201 

351,841 


18,254 

38,699 

56,953 


3,651 

Nil 

Nil 

24,868 

28,434 

56,953 


Notes and schedules to the accounts form an integral part of the Balance 
Sheet 

This IS the Balance Sheet referred to tn our report of even date 


Notes and schedules to the aixounts form an mtegral part of the Profit and 
Loss account 

This IS the Profit and Loss account referred to in our report of even dale 


SHARP &TANNAN 
Chartoed Accountants 

By the hand of FbrOmanlnteiiiaiiooal Banks AOG 

Sd/- 

Sd/- R KRISHNAN 

M P NARSANG Chief Manager —India 

Partner 


Bombay 

Dated May 09,1994 
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SCHEDULES FORMING PART OF THE BAJANCE SHEET 



As on 

As on 

31 03 94 

31 03 93 

Rs in OOO’s j 

R> inlXXl’s 


Schedule 1—CapiUI 

CAPrrAL 50.362 50 362 

Inclndet an amount of 

Rt 2,000,000/-(P Vended 

31-03-9J—R« 2,000,000/-) 

brought m by way of start 

up capital 

(Refer note below) 

TOTAL 50,362 50,362 

Note Amount of deposit kept with the Reserve Bank of India under 
section 11(2) Bankmg Regulation Act, 1949 is Rs 33 000,000 
(P Y Rs.32.000,000) 

Schedule 2-4tcscrves 
andSurphis 

I Statutory Reserves 
Opemng Balance 
Additions during the year 

Deductions during the year 

II Opilal Reserves 
Revaluaaon Reserve 
Opemng Balance 
Added back dunng the year 

Deductions dunng the year 


III Share Premium 

IV Revenue and other reserves 

V Balance in Profit and Loss 
Account 

TOTAL 

Schedule 3—Depoalts 
A l< Demand Deposits 

i) Prom Banks 

ii) From Others 

II. Savings Bank Deposits 

III, Term Deposits 
i) Fiom Banks 
It) FhomOtheis 

TOTAL 

B i) Deposits of branches 
m India 

It) Deposits of branches 
' outside India 


Nil 

261,448 

104,599 


Nil 

582,624 

28,449 


TOTAL 


442,744 197,92» 

870.999 1,135,091 

1,679,790 1 944 088 


l.679.7<W 1.944.088 


1,679,790 1,944,088 



Schedule 4—Boriowings 

I Borrowings in India 

i) Reserve Bank ol India 

ii) Other Ranks 

III) Other Institutions and 
Agencies 

II Borrowings oulsidc India 


Secured bonowings included in 

I iind II above— Rs Nil 

Schedule 5—Othci Liabilities 
and Provisions 
1 Bills Payable 

II Inter Otficc Ad|u,liiicn(s (net) 
ill Interest accrued 

IV Others (including Pi onsumst 


Schedule 6—('ash and 
Balances with Reserve 
Bank of India 

I Cash in hand 

(including lorcign currency neilc -%1 

II Balances with Kcscr.c Bank 
of India 

1 ) In Current Accounts 
ii) In othci account. 

TOFAL 

Schedule 7—^Balances with 
Banks and Money at Call 
and Short Notice 
I In India 

i) Bakinccs with banks 

a) In cuirent accounts 

b) In other deposit accounts 

ii) Money at call and short notice 

a) With b,uiks 

b) With other institutions 


II Outside India 

i) In Current Accounts 

II) Inother deposit accounts 

III) Money at call and short 
notice 

TOIAL 

GRAND TOTAL 


As on 

As on 

31 03 94 

310393 

in OOO's 

Rs m OOO’s 

133 600 

203,760 

61 653 

41.699 

Nil 

Nil 

Nil 

Nil 

195 253 

245,459 


237,980 


145 742 
Nil 



409.342 

Nil 


409,342 


Nil 


21,572 


431,114 
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SCHEDULES FORMING PART OF THE BALANCE SHEET 



Schedule S—Inveatmcnts 

I Invettmenis ui India 
i) Goverament Secunties 
n) Ocher approved secunties 
ui) Shares 

Less Provision for 
diiiunution in investments 
IV) Oebentures and Bonds 

v) Subsidtanes and/or 
joint ventures 

vi) Treasury Bilb 

TOTAL 

n Investinents outsuJe India in 
i) Government Secunties 
(mcluding local authonties) 

It) Subsidtanes and/or jomt 
ventures abroad 
ut) Other mvestments 
(to be specified) 

TOTAL 

GRAND TOTAL 

Schedule 9—Advances 

A i) Bills puahased and discounted 
u) Cbsh credits, overdrafts and 
loans repayable on demand 
m) Term loans 

TOTAL 

B i) Secured by tangible a.ssels 
u) (jovered by Bank/Govemment 
Guarantees 
ui) Unsecured 

TOTAL 

C I Advances in India 
i) Pnonty Sectors 
it) Public Sectors 
ui) Banks 
iv) Ochen 

TOTAL (A) 

II Advances outside Indm 
i) Due ftom banks 
u) Due fis>m others 

a) Bills purchasedaad 

discoiuited 

b) Syndicaled loans 

c) dihen 

TOTAL (B) 

GRAND TOTAL (A) + (B) = (O 


As on As on 

310194 31 03 93 

Rs inOOO's Rs inflOO’s 


313,443 

20,000 

472 

(472) 


Nil 

179,800 

515,217 


Nil 
270 000 


515217 


358 455 
468,658 

1,318,364 


I 118,509 

59,213 

140,642 


362 817 
431 168 

1,545 041 


1 274 653 

113046 
157 342 


1,318.364 1.545.041 

458,900 116,911 

Nil Nil 

Nil Nil 

608.886 1,209.359 


1,326,270 


250,578 218,771 

Nil Nil 

Nil Nil 


250,578 218,771 


1,318,364 1,545,041 




Ason Ason 
31 0394 3103 93 

Rs in(X)0's Rs inOOO's 


Schedule 10—bixed Assets 
I Preinisos 


At cost/revaluation 

24,348 

Additions on revaluation 

Nil 

Deduclions/adiustmenls 

Nil 

IH procialion to date 

(1.516) 

1 

22,832 


II Other Fixed Assets (including 
lumilure and fixtures) 

At cost as on 31st March 1993 
Additions dunng the year 
Deductions dunng the year 



Depreciation to date 

(10,449) 

(10,271) 

II 

15,493 

5,531 

NET BLOCK (1) + (If) 

38,325 

29,623 

Schedule 11 -Other Assets 

1 Inter office adjustments (net) 

Nil 

Nil 

II Interest accrued 

38,465 

38.689 

III Tax paid in advance/tax deducted 
at source 

Nil 

Nil 

IV Stationery and stamps 

Nil 

Nil 

V Non banking assets acquired in 
satisfaction of claims 

Nil 

Nil 

VI Others 

66.528 

84,516 

TOTAL 

104,993 

123.205 

Schedule 12—Contingent 

LiaMlitles 

1 Claims against the bank not 
acknowledged as debts 

Nil 

Nil 

11 Liability for partly paid 
investments 

Nil 

Nil 

III Liability on account of outstandmg 
forward exchange contracts 

912,165 

656,214 

TV Guarantees given Ml behalf of 
constitiicnts 
a) In India 

384.177 

28a034 

b) Outside India 

Nil 

Nil 

V Acceptances, endotsementa and 
other oMigatiMis 

386,756 

350,466 

VI Other items for which the bank is 
contingently liable 
a) Liabilities on biUs of exchange 
rediscounted 

Nil 

Nil 

b) Disputed Income tax lubilities 
pendmg in appeal 

Nil 

7,084 

TOTAL 

1,683,098 

1,293.799 
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SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 



Year Year 

Ended Ended 

3103 94 31 03 93 

Rs inOOO's Rs inOOO-s 



Year Year 

Ended Ended 

31 03 94 31 03 93 

Rs inOOO's Rs mOOO’s 


Schedule 13—Interest Earned 

I Interest/discoum on advances/ 
bills 

II Income on investments 

III Interest on balances with Reserve 
Bank of India and other inter-bank 
funds 

IV Othen 

TOTAL 


Schedule 14—Other Income 

I Commission, exchange and 
brokerage 

II Profit on sale of investments 
Less Loss on sale of investments 


III Profit on revaluation of investments 
Less Loss on revaluation of 
investments 


IV Profit on sale of land, buildings 
and other assets 

Less Loss on sale of land, buildings 
and other assets 


V Net Profit on exchange transacuons 

VI Income earned by way of dividoids 
etefrom subsidianes/compaoies 
and/or joint ventures abroad/ 

in India 

VII Net Loss accrued on investment 
(classified as permanent) 

VIII Miscellaneous Income 

TOTAL 


260,004 


Schedule 15—^Interest 
Expended 

I Interest on deposits 

II Interest on Reserve Bank of 
India/inter-bank borrowings 

III Others 


Schedule 16—Operating 
Expenses 

I Payments to and provisions for 
employees 

II Rent, taxes and lighting 

III Printing and static sery 

IV Advertisement and publicity 

V Depreciation on bank’s property 

VI Director's and LAB fees, 
allowances and expenses 

VII Auditor's fees and expenses 

VIII Law charges 

IX Postages, Telegrams. 
Telephones etc 

X Repairs and maintenance 

XI Insurance 

XII Other expenditure 

TOTAL 


99,465 

147.030 

22,642 

1.923 

59,911 

• 

6.384 

124,030 

213.325 

7,190 

4,940 

7.719 

6,489 

696 

5,454 

4,329 

3,379 

3,828 

2,354 

217 

507 

216 

158 

663 

239 

4.521 

6,212 

467 

423 

1,113 

1^92 

19,533 

18,868 

50.492 

50,315 


Bognoniic nmI Pdlitkal Weekly May 14,1994 


1221 


















CCro-i 

Oman International Banks a oc 


Schedule 17—^Principal accounting poilrics forming part of the accounts for the year ended 31 March, 1994 
Principal accounting policies: 
i) Generai 

The accompanying rinaniul stalcincnts have been piepanil on the histoiieal eo&t basis and confonn to llie statutoiy provisions and pijctices 
pievailing in the country 

u) Transactions involving f oreign Exchange 

(a) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year 

(b) Income and expenditure items have been translated at the exchange rale ruling on the date of the transactions 

(c) Profit or loss on forward contracts have been accounted for on accrual basis 
III) Investments 

In accordance with the guidelines issued by the Reserve Bank of India the investments of the Bank have been bifurcated into “Permanoit 
Investments"—which ate normally held uplo the date of matunty and Current Investments"—which need not be held upto the date of matunty 
In respect of Pennaneni Investments the difference between the redemption value and cost of acquisition of the Investment is accrued as profit/ 
loss over the penod upto tlie date o^ redemption In respect of Current Investments other than Treasury Bills the same arc valued at cost or maiket 
value whichever is lower Ihe loss on revaluation is charged to revenue 

Treasuiy Bills are valued at cost fhe Market value ot other Current Investments is Rs 15 30 crores (Cost Rs 14 93 crores) The Maiket vdlue of 
other eminent Investments has been worked out by means of an appropriate capitalisation of yield method as ti commended by the Reserve Bank 
of India 
tv) Advances 

a. Provision for Doubtful advances is based on the classification into ‘perfonnmg" and 'non performing assets in accordance with Reserve 
Bank of India guidelines Provision for nun perfonmng assets is made as under 

Sub standard assets - 10 % of net advance 

Doubtful asst ts — 100 % of the unsecured portion and 20% to 3(}% of the net secured portion 

ilepcnding on the penod for which the asset has remained non performing 
Loss assets - 100% 

The provisions so rcquiicd bv the Bank has e been made after considenng the provisions existing in the bixiks of the Bank as at the end of the 
Pievioiis Year 

b lYovuiions in respect of duubiftil advances have been deducted from advances 

c Provisions have been made on a gross basis I ax relief which will be available when the advance is wniten off will be accounted for in the 
year of wnte-oi]f 

d Interest on advances classified as non perfomung has been credited to Interest Suspense account as specified under the guidelines issued 
by the Reserve Bank of India Advances are reflected at net of interest suspended 

v) Fixed Assets 

a Fixed Assets other than Premises have been accounted for at their histoncal cost Premises have heen considered at their revalued cost 
b Leasehold Premises have not been capitalised Lease rentals paid durmg the year have been charged to tcvenue account 
c Depreciation has been calculated on a straight line basis to write off the cost of fixed assets over the expected useful lives pf the assets duly 
certified by the management The principal periods used are 


Premises 

23 years 

Furniture and Fixtures 

3 years 

Equipment 

3 years 

Motor Vehicles 

5 years 

Computers 

3 years 


The depreciation on additions to Fixed Assets made during the year has been charged on the basis of completed months following the month 
m whi^ the additions are made The depreciation provided on the above basis is higher than the depreciation computed in accoidonce with 
Schedule XIV of the Companies Act 1936 

d Depreciation mcluding additional quantum ot depreciation on revalued assets has been charged to the Profit and Loss account 
vi) Staff Benefits 

a. Contnbutions to Gratuity Fund have been made on an accrual basis on the computation by the management of the Bank A separate Fund for 
Giatuity has been created which has been recognised by the Commissioner of Income Tax 
b ContnbutionstoSuperannuationFundhavebeenmadeunderGroopInsuranceScheiiieofLifelnsuranceCorporationofIndia Anappheabon 
I for the approval of the f und has been mode to the Commissioner of Income Tax which is awaited 

: vu) Net Profit 

^ The net profit disclosed in the Profit and Loss account is after considenng 

' a Provisions for taxes on income in accordance with statutory requirements 

; b Provision for doubtful advances 

I c Head Office Administrative Expenses to the extent estimated to be allowable under Section 44C of the Income Tax Act. 1961 
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Schedule IS—Notes fonning part of the accounts for the year ended 31 Mai ch, 1994 

1 Additional depreciation charged on lev^ued assets which hitheilo. was being recouped by transferring a like amount from the Revaluation 

Reserve has, this year, been charged to the Profit and Loss account Consequent to the change in the basis of accounting of depreaiiioii, 

the depreciation charge for the year IS higher by Rs 1,191 843 (includes Rs 191 489 in respect of Pievious Year) and the profit for the yew 
IS lower by the like amount 

2 The Bank has been served with a Notii^ of Demand relevant to the Assessment Year 1991 92 of Rs 40 79 crores from the Income Tax 
authorities The Bank has made the necessaiy application for rectification of the Assessment Order and has also preferred an Appeal befoic 
the appropnate authunties Based on ceitain documentary evidence which has been filed while making the rectification application and also 
considenng certain matters which in the previous assessments have been decided in the Bank’s favour, the Bank is hopeful of a favoumMe 
rectification/appeal Order reduc mg its Income Tax liability substantially The Income T ax provision presently held by the Bank for the relevant 
Assessment Year is considered adequate to meet its tax liability 

3 Inter Office accounts include an amount of Rs 16903 SI6brought mas initial remittance for acquisition of premises, fixed assets and start* 
up expenses and Rs 13 850 665 reiiutted from time to time for acquisition of premises for the use of the Bank 

4 On the basis of the Valuation Report of the approved valuer the Bank has revalued its Office Premises in a commercial Co-operative Society 
on 31 12 92 1 he increase in value of the i^mises arising out of the revaluation has been transferred to Capital Reserve under the head 
'Revaluation Reserve 

5 TTie Accounts for the year reflect the Indian operations of the Bank covenng its existing Bombay Branch and Cochin Branch which 
commenced Its opciations on lomiary 03 1994 Accordingly the Current Year s figures are not comparable with those of the Previous Yew 

6 Pigures of the Previous Yc,ir have been rigrouped/reairanged wherever necessary » 


SHARP &TANNAN 

Chartered Accountants 

Signatures lo Schedules I ’ lo ' 18 

For Oman Intemational Bank S A O G 

By the hand of 


Sd/ 

Sd/ 


R KRISHNAN 

M P NARSANG 

Partner 


Chief Manager—India 


Bombay 

Dated May 09,1994 


Auditors' Report on the Indian Branch irf Oman International Bank S A O G 

We have audited the attached Balance Sheet of the Indian Branch of Oman International Bank S A O G as at 31 March, 1994 and also the 
annexed Profit and Loss Account of the Indian Branch of the Bank for the year ended on that date in which are mcoiporated the leturos from 
Cochin Branch, audited by us 

In accordance with the pros isions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub sections (I), (2) and (S) 
ofSection2ll and sub section(5)otSection227of the Companies Act, 1956, the Balance Sheet and the Profit and Loss Account, are not required 
to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956 The accounts are therefore drawn up in conformity with 
Forms ‘A’ and ‘B’ of the Third Schedule to the Banking Regulation Act, 1949 
We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act 1949 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose of ow 

audit and have found them to be satisfactory \ 

b) The transactions which have come to our notice have been in our opinion, within the powers of the Indian Branch of the Bank 

c) In our opmion, proper books of account as required by law have bera kept by the Indian Branch so far as appears from our examination of 
those books and proper returns adequate for the puipose of our audit have bran received from the Cochin Branch of the bank 

d) The returns of Cochin Branch have been properly dealt with by us, while preparing our rcpon 

e) The Balance Sheet and Profit and Loss Account of the Indian Branch of the Boidc dealt with by this report are in agreement with the books 
of account and the returns 

0 There 1 $ a change in the method of accounting of additional depreciation on revalued assets resulting in a charge for depreciation being highw I 
by Rs 1,191.843/-and profit for the year being lower by the like amount (Refer Nme 1 ofScheduIe 18) 

Subjdct to the foregoing in our opinion and to the best of our information and according to the explanauons given to us, the Balance Sheet and 
Profit and Loss Account, read with the Pipunpal Accounting Policies oppeanng in Schedule 17 and read together with Note 2 regarding Income 
Tax Demand and other Notes appearing in Schedule 18, give the infoimatiim required by the Companies Act 1956 in the manner so required 
forBanking Companies andgiveatnieand fair view of the state of affairs of the li^iui Branch of the Bank as W 31 Match, 1994 andofitsimifit 
for the year ended on that date 

SHARP &TANNAN 
Chattered Accountants 
By the hand of 
Sd/- 

Bombay M P NARSANG 

Dated May 09,1994 
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DISCUSSION 


A Secular Muddle? 

Niranjan Phukan 


ONE is grateful to Amlu- Heicillc {EPW. 
March 5, 1994) for opening a debate on the 
vexed question of seculajisin with rcliesh 
ing candour and boldness Butoiiccan hardly 
say he has dispelled the fog suimunding it 
Indeed, one regrets that his cxcteise might 
provide theoretical underpinning to the 
thoroughly dishonest and unpiinciplcd 
compromises of the preser, Indian govern¬ 
ment, This IS most peculiar 
Secularism may tie discussed and aigued 
about by an intellectual minoiity.as Heteille 
believes. Perhaps I would not get a ticket to 
join that august niinonty Hut I share the 
risks and anxieties ot the common man that 
confusions about scciilaiism generate. Not 
so long ago, within 30 kiloinetrcsof a place 
where the governor and the chief minister of 
my state (Assam) were taking lervent part in 
aTantrik ‘yagna’, the army haddiaggcd five 
young men out of their homes and shot them 
like pigs on the merest suspicioii that they 
might have been involved in a teiroiist 
murder. On Apnl 14, a huge concouise ol 
Muslim peasants and day-labouteis assem 
bled for three days m a ‘Woild l/lenia’ at a 
place rocked by bUxxJy communal c.irnage 
following the Babri mas|id oiitingc The 
chief minister and other mcmlwrs ot the 
cabinet sought the blessings ot the ‘l/tcma’ 
The RSS is reportedly plannmg a lountcr- 
demonstration in the vicinity 
Betcillc attacks the semantics ol the tcim 
'.secularism' by pointing out that it.s mean¬ 
ing IS in fact inexhaustililc, and that it is 
wrong to think it “can be gis'cn only one 
correct meaning ". One suspects this limp 
liberalism and prcfei.s the Bakhtinian notion 
that each keyword is actually abatllegroiinil 
of antagonistic class forces Heteille lays his 
cards on the table to claim that unlike a 
theologian a sociologist is sompclled by the 
logic of his discipline to be impanial to all 
religions. It is not quite clcai if he wants ail 
of us to abandon oui oihci concerns and luin 
sociologists The difriciilt) is that his col 
leagues might considci such company 
vulgar, and the benighted masses might 
be too besotted to be ctiaimcil by socio¬ 
logical enlightenment 
Betcillc concedes that secularism is <i 
doctrine and programme pushed by an as- 
.sorted company of libetals, socialists and 
communists, but doubts if then efforts are of 
much worth. Secularism is m his opinion 
much more the pnxiuct ol a century of silent 
but massive social change characterised by 
'secularisabon' which is tiiiiherduscnhed as a 
“universal tendency ol the imxlem world”. 
Fine. But what should bother us is that with the 
discomfituFeof the left-libeial gang at present, 
militant fundamentalism has become the 
most sinking phenomenon m many coun¬ 
tries in our 'post-nuxiciir woild' 

In Bctcille's account secularisation has led 
to "the decline ol many ntiial observances". 


but not “to the decline of all religious beliefs 
and values ’. For example, Hindu ritual ad¬ 
herence to punly/pollution rites has dwin¬ 
dled, but not Hinduism as such. Actually, he 
goes on, many such ritual ob.servances have 
magical ongins, which have been under¬ 
mined by secularisatum. 

Has the silent march of secularisation 
taken place without such violent ruptures as 
(to confine ourselves to our country) intro¬ 
duction of a new legal system, introduction 
of a new education system replacing the old, 
bitter struggles against ‘suttee’ and child- 
marnage, the strugglcj of the dalits, etc? Is 
that struggle now really over? What about 
the spate of new ‘yagnas* for such sundry 
ends as ensurtng world peace and toppling 
F V Narasimha Rao? What about the erup¬ 
tion of nlualistic Muslim legalism? 

As part of the process of secularisation 
Betcillc cites the growth of such secular 
institutions as banks, hospitals, universities, 
etc. One wonders why he does not mention 
the biggest and most powerful of such secu¬ 
lar institutions—courts of law and the legal 
system. In India the battle for a secular legal 
system is far trom over, if that battle is lust, 
the other institutions mentioned by him will 
soon follow suit. The stKiological enlighten¬ 
ment Ignores the struggle for liberalism and 
democracy that has brought about 
secularisation. 

In Bctcille’s view both dogmatic religion 
and dwtrinaire secularism err by making 
holistic claims for their own platforms. 
Secular intellectuals are worried by a con¬ 
cept of religion spreading its tentacles to 
every aspect of every individual’s life. On 
ihe other h.md there are doctrinaire secula- 
nsts who are totally biased against religion 
and take perverse pleasure in exposing 
magic and superstition in religion. They 
Ignore the tact that religion in its legitimate 
sphere ''addresses fundamental questions of 
birth and death, misfortune, suffering, and 
icncwal of life.” That is a sectarian view. 
What is desired, according to Beteille, is 
accommodation between the two. Holism is 
out. Pluralism is in. It follows that the “co- 
exi.stcncc ot secular and religious ideas and 
institutions” is the ideal state of affairs. 
After all. the simplest of societies had known 
the relative autonomy of certain aspects of 
life from religious influence and control. 
Further, in a country like India, the co¬ 
existence and mutual tolerance of several 
faiths have been “a fact of historical experi¬ 
ence’’. If the totalising claims of each reli¬ 
gion is conceded, such historical experience 
loses Its value. Hence accommodation in an 
undoctrinaire fashion between different 
religions, and between religion and secula¬ 
rism. is the only way out. 

The problem in our opinion is one of 
political philosophy (if one does not like 
the word ‘ideology’). It implies such is¬ 


sues as mutual attitudes between the state 
and the citizen and between the state and 
religion. It is deeply related to the pro¬ 
tracted struggle for a democratic state 
against feudalism The battle ended in 
Europe and America with the demarcation 
of the private and the public spheres. Dec¬ 
line of magic ritual and the power of 
priesthood guarding such rituals led to the 
enlargement and strengthening of the 
sphere of private worship and conscience. 

On the other hand, the public sphere is 
taken over largely by the state, and to 
some extent by voluntary associations. In 
India the paper document of a Constitu¬ 
tion could not settle the dispute, which has 
now begun to rage with elemental fury. 

Therefore the question of political hege- -•] 
mony cannot, should not be evaded. What¬ 
ever fundamental que.stions arc addressed 
by religion it must not on that account be 
allowed to command an overriding alle¬ 
giance from Its members/followers. In the 
public sphere the state must in the last resort 
be the sovereign power, commanding pri¬ 
mary loyalty. Therefore it is not sweet ac- 
commixlation but the coercive power of the 
state that must ensure that religion does not 
interfere with or encroach upon the political 
obligations of the citizen and his respect for 
laws of the state. Even the accommodation 
among different religions, their mutual toler¬ 
ance, may have to be ensured by such an 
authority. This coercive power is based not 
on brutal whim, but on legitimate, princi¬ 
pled authority with the consent of the citizen. 

The ri.se of such stale authority is no result of 
an unconscious process, but that of a con¬ 
scious struggle which established the hege¬ 
mony of certain forces. 

The much-maligned secular intellectuals, 
reviled by bom-again scholar-sadhus and 
scholar-pirs, have only taken this stand. Few 
of them have been so mad as to demand the 
abolition of religion. Seculansm is to them 
no dogma, but an essential condition for 
preservation of democracy. It has therefore 
an unavoidable political content. 

On the other hand, the actual Indian 
state, instead of confronting the mounting 
threats to democracy, has begun to fumble 
and founder (as before and during the 
shameful Babri masjid episode). Religious 
forces are unleashing a campaign for res¬ 
tricting the sovereign power of the state 
and undoing the work of democratic forces. 
Admittedly that work had at best been 
half-hearted. But to abandon that legacy 
will be to throw our people to the mercy of 
ravenous wolves. On the other hand, those 
among us who arc for such an abdication 
by the state must be fought as enemies of 
the people. 

The democratic state comes to birth along 
with a new stage in the development of 
religion. Beteille has rightly rejected an 
essentialist view of religion, but he fails to 
adopt a historical position. Is it because 
accepting history means choosing and 
taking sides? 
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Roja in Taw and Order’ State 

SVSrinivas 


TEJ ASWININIR ANJ AN A’s article (‘Inte¬ 
grating Whose Nation? Tounsts and Terro¬ 
rists in Roja', EPW, January IS) and the 
response by Venkatesh Chakravarthy and 
MSS Pandian {‘More on Roja’, EPW, 
March 12) have quite correctly f^ocused on 
the political significance of Maniratnam's 
much-dubbed film. 

Released at a time (latter half of 1992 in 
Tamil and Telugu) when the Hindu right’s 
rhetoric on Kashmir and Muslims was more 
strident than ever before, the film also coin¬ 
cided with the government’s claim to have 
successfully solved the 'Punjab problem’. 
This was also the time of increased state 
repression in Andhra Pradesh, Assam, Bihar, 
Gujarat, tribal areas of Maharashtra, Madhya 
Pr^esh and Kashmir itself. All these states 
(except Gujarat) apparently suffered from 
‘terrorism’ and the governments of the states 
and centre were busy ‘tackling the extremist 
menace’ with a variety of brutal, unconsti¬ 
tutional means. ULFA and PWG were 
banned earlier as wereRSS, VHPandBajrang 
Dai later. The response of the state to the 
right was exceptionally wild while scores of 
people lost their lives due to their alleged 
association with ULFA and PWG. As has 
been pointed out by Tejaswini Niranjana, in 
Tamil Nadu ton there was a crack down on 
‘terrorists’ which in reality meant suppres¬ 
sion of Sri Lankan Tamils and their suppor¬ 
ters in the name of twisting the latest 
‘foreign hand’, LTTE. 

On the other hand, the regime’s obsession 
with privatisation and liberalisation, Bank- 
Fundism’s most visible manifestations, was 
acquiring aconcrete, irreversible form. Even 
while the state withdrew from its economic 
and social obligations, armed and ruthless 
intervention in a broad spectrum of opposi¬ 
tional movements' became the order of the 
day. Interestingly, emphasis is now being 
given to ‘people’s participation’ even in law 
and order maintenance. As a result, Delhi 
police spends lakhs on appealing to the 
‘public’ to help fight ‘terrorism’, ‘drug 
abuse’, and ‘communalism ’. Thi s new-foiyid 
mania for ‘broadening the base’ for policing 
does not prevent the government from rais¬ 
ing a well-trained (read armed to the teeth^ 
force to guard privately owned tea estates in 
Assam.' 

It is possible to argue that today, even 
while the state grows increasingly repres¬ 
sive, it is reducing its sphere of activity and 
rapidly confining it to maintmning law and 
order.' The ruling class-caste elite has been 
demanding precisely this. There seems to be 
a ‘contradicton’, in the sense of a double 
bind, in the state’s functioning. Comment¬ 
ing on Roja. Tejaswini Niranjana and 


Chakravarthy and Pandian have emphasised 
on seemingly opposing pressures of the 
same process. In the film, there is thus at 
once “a rejection of the Nchnivian state 
which had been compelled to write in its 
policies a vision of democracy and egali¬ 
tarian socialism” (Niranjana), and the ulti¬ 
mate victory of the "state and Hindu-patri¬ 
archal culture” (Chakravarthy and Pandian) 
The question I would like to address is how 
Roja, released at the crucial moment when 
the Nehruvian state was dismantled, icacts 
to the transformation mentioned above that 
strengthens the repressive arm ot the state 
and drives it out of every other sphere ol 
activity. 

Roja interpellates the ‘common man’, 
upper-caste-middle-class male really, to 
protect ‘national interest’ by fighting terro¬ 
rism. The correspondences between family 
and nation (Chakravarthy and Pandianj ser\ e 
to ‘bring home’ larger problems like tcrio- 
rism by turning abstract concepts like na¬ 
tional security into immediately recogn isable 
ones like family well-being. Such a rela¬ 
tionship between the subject and nation 
renders irrelevant any other kind of commit¬ 
ment except (and this is where the film lakes 
the cake) in the most mechanical and cii- 
ched terms. The moral: fight terrorism or 
your family will go to the dogs. This in itself 
is not new to Indian cinema (two decades 
ago Deewar merged the interests of the 
family with those of the nation—the errant 
son was also a criminal). In the recent past, 
the essential cinematic problem has become 
protection of the family (not necessarily 
nuclear family).^ Maniratnam’s Dalapathi, 
which preceeded Roja. is all said and done, 
a highly unimaginative film on the Hindu 
family. Family in films is itself becoming 
more oppressively patriarchal in the course 
of these developments.’ Maniratnam there¬ 
fore has at his disposal a rich film intertext 
which has already made the equation bet¬ 
ween family and nation-state, by extension 
heroism as a fight for both. 

What is new about this film is the blatant 
equation of the Muslim with terronsm. If 
anything. Indian film-makers have gone to 
ridiculous lengths to say ‘Hindu-Muslim 
(or Hindu-Sikh) Bhai- Bhai’ and blame the 
foreign hand’s agents, generally maniacal 
individuals, for the trouble. In Roja the 
foreign hand is very much in the background 
but more visible is an identifiable ethnic- 
religious community actively engaging in 
terrorism.^ 

Thanks to the intertext available on what 
terrorists do, the director leaves this largely 
to the audience’s awareness of state propa- 
gandaandits manifestation in cinema(scotes 


of films have been made in Tamil, Telugu; 
and Hindi on this subject). Instead die focus' 
IS on who they are (Muslims) and one of' 
their ‘victims’. Through this victim and 1^ 
beloved, the ‘common man’ is interpellated 
to save the nation and family. ’ 

Maniratnam employs two importanftech- 
niques, star casting and film cliche, to force-, 
the closure of the film which, to quote 
Chakravarthy and Pandian, is ‘orgasmic’. It 
is a fulfilment of Rishi Kumar’s desire to be 
reunited with Roja and the middle class | 
fantasy of saving the nation. {. 

Film is generally watched and inteiprcted ! 
in the context of a long history of filnv< 
viewing. The audiences are always already ! 
conscious of a history of cinema, its actors,; 
plots, genres and cliches. This conscious- .' 
ness is highly ‘productive’ as film-makers ) 
may build on expectations or play with 
them. When it comes to actors, especially 
recognisable ones, no matter what role s/he 
plays in the present film, there are ’images' 
alicady available to the audience in the light 
o( which the new role is received,’ Part ol 
ihc ‘pleasure’ of watching films is precisely ’ 
this interaction between what we are con¬ 
scious of and what is being offered.* 

In Roja the ‘image’ of the stars is used b) 
Maniratnam to force, at least partially, thr 
movement of the film towards its conclu¬ 
sion. 'This is Madhubala’s (Roja) first filn 
in Tamil. Her PhoolAur Kante (Hindi) wai 
already a major success by this time. Sh< 
was thus either unknown in southern Indit 
or known as a sexual object (Phool Au, 
Kante). In both cases she could quite easil; 
function as the “ideal site of unlimited de 
sire” (Chakravarthy and Pandian). Arvim 
(Rishi Kumar) appeared in Maniratnam’ 
previous film, Dalapathi, as a responsibb 
IAS officer and ideal son (the errant baitatr 
being Rajanikanth). He also beats his half 
brother in the race to marry the heroine. H 
IS thus rccognisably responsible, sotdiisti 
cated and successful. H^can solve the nt' 
tion’s pressing problems and resolve th 
film’s ensis. Pankaj Kapur (Liaquat) is net 
to south Indian cinema but he is of court 
Karamchand. the carrot-eating crime 
buster ot Dourdarshan’s first detectiv 
st-iial (available at least to urban middh 
c la.ss audience). He is a good man really am 
as the authors of the earlier article ha\ 
puinied out, not threatening for other rei 
sons as well. Nationalism (and patriarch) 
has already won half the battle. 

As in Maniratnam’s earlier films, Liaqu 
is the hard-core criminal who undergoes 
change of heart (Nayagan. Dtdapathi). Neei 
less to say. the audience is fully aware of tl 
possibility of such a change even before th 
film begins.’ As pmnted out by Chakravart 
and Pandian, the ideological battle is lost! 
the terrorists when the director seals the li| 
of Liaquat beyond a few outbursts i 
‘aazadi’. while Rishi mouths familiarexpl 
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lives against violence, foreign hands, inno¬ 
cent victims and negotiating tables. Some¬ 
thing similar happens'in Nayagan where the 
protagonist looks appropriately apologetic 
when challenged by his daughter. 

Likewise, film cliches* serve to force a 
resolution of the cn.sis (Kashmiri nationa¬ 
lism, separatism, fundamentalism) threat¬ 
ening the nation’s being. As we have seen, 
much of the problem has already been solved. 
The issue of whether hostages should be 
exchanged is clinched by the employment 
of the age-old film cliche of ‘action’.'’ The 
hero fights his way to justice, safety and 
happiness ever after. But for the ‘action’, the 
film would have to end in Rishi’s death or 
the defeat of the army’s stand against the 
exchange of hostages. If Rishi were to die, 
the army would be seen as insensitive. A 
part of the audience might go home thinking 
that hostages should be exchanged for hu¬ 
manitarian reasons. If on the other hand the 
exchange is made, the army would lose face 
and, worse, the audience might view such 
exchanges as attractive solutions to similar 
problems. Very unattractive and ‘danger¬ 
ous’ alternatives indeed for the director. 
Thanks to the ‘action’, firstly the army’s 
stand is vindicated and, secondly, Koja’s 
plea to the minister and the guvemment’s 
climb down are rejected us incoircet and 
dangerous, if sentimental. Koja is a woman 
and the minister a politician, after all Indian 
cinema today denies politicians (who gener 
ally appear as corrupt, cruel, etc) the role of 
spokespersons of the state’s point of view. 
IIk army alone is being projected ns the 
authentic voice of the state.'" Here the con¬ 
flict is not between two representatives of 
the state but between one authentic repre¬ 
sentative and an unpatriotic (even if 
avancular) opportunist. There are numerous 
caustic references in ihc film to the ex¬ 
change of hostages hy the V P Singh 
government. 

The film thus slickly packages state pro¬ 
paganda and “helps to legitimise army acti¬ 
vities such as search operations, the intcrro- 
^tion of 'terrorists’ and the shiKitiiig of' 
Ihem’’." Roja calls foi more rather than lcs.s 
irrfled intervention of the st.itc. It cntici.scs 
softness’ of the regime in its handling of 
jerrorism and projects the army as a true 
Hend of the patnotic people. The upper- 
faste-middle-class. as in other spheres of 
fictivity, is now mature and willing enough 
.p do its bit in helping the state in its peace- 
Siaking activities. It is now up to the guvern- 
'>ient of India to invite the tenders and take 
^ nation into the 21st Century. 

Li Notes 


. K Sengar. Deepak K Singh und P K Kiiii 
uched the film only to discuss it with me 
ipinath and the two Pradeeps had di.scussions 

th menn terrorism .iiwl on Rnm in Mnhivnlnm 


C T Manlong discussed representations of the 
army in recent Hindi films. Finally, all the 
above forced me to tone down what one person 
called my ‘obsession with stars’.) 

1 K Balagopal and others in (he Andhra 
Pradesh Civil Liberties Committee have for 
sometime now been pointing this out in 
their public statements. I am indebted to the 
APCl.C for this analysis of the state’s trans¬ 
formation in the recent years. 

2 Witness fur instance the development in 
Telugu cinema: the leading actor 
Chiranjeevi's recent films Lankesh 
Warudu (I ‘>89), Gang Leader (1991) and 
its Hindi version Aaj Ka Goonda Raj 
(l'J92), Gharana Mogudi (1992) and 
Met hank Alludw, Krishna’s Pachchani 
Sansaram (1993) and Number t arc films 
about protecting the institution of Hindu 
family. Inlcrcslingly, there is an overlap 
of genres; ‘family’ films and ‘action’ films 
arc fused. 

3 1 cannot discuss this at any length here, i 
shall only point out that as a port of our 
pro|ect, ‘Mass Culture and Its Audience; 
Video Cinema in Artinaehal Pradc.sh’, we 
(Deepak K Singh, J L Dawar und I) asked 
film-goers whai they ‘learnt’ fiom Hindi 
cinema which is very popular here A 
majority of ihc male respondents said 
they leaint to “take care of the family", 
"be responsible son.s/brothers”. etc The 
most popuhir film on video circuit in the 
recent pa.st is the Milhun starrer Sansaar 

I fully agree with the findings of 
Chakravarlhy and Pandian on the link¬ 
ages between family and the state, built into 
cinema. My point is, this predates Roja 

4 See Rajeev Velichcti, ‘Women, Violence 
and Telengana in Conlcmporaiy Telugu 
Cinema' (presented at ihe Anveshi/Subal- 
tcin Studies Conference on Subalternity 
and Cultuie, January 1993). In n one page 


‘Note on Roja’, he points out, ‘Hlie film can 
be seen as a Hindu communal film potrayii)g 
Muslims as perpetrating mindless and self- 
generating violence. A tune similar to 
prayers offered at namaaz, accompanied by 
thumping drum beats, follows the terrorists 
on the audio-track. The tetTorists...are k- 
peatedly doing namaaz and uttering the 
name of ‘allah’ ” (p 13). 

5 In the recent pa.st the Hindi actor Shah Rukh 
Khan seems to have benefited most from 
such a manipulation by playing what is 
called a ‘negative lead tole’. Baaiigar and 
Dorr (1993), for example. 

6 There is also another side to this. Maniratnam 
has himself remarked, “Stars are^ burden; 
the bigger (heir image, the bigger your 
responsibility of not going against what the 
audience expect of them” (Khaiid 
Mohammed, “Mani Matters”, Filnrfare, 
January 1994.p64). In the summer of 1993, 
fans of the Telugu actor Krishna are 
reported to have ‘boycotted’ his film 
Varasudu because he wa.s cast in a ‘negative 
role’. 

7 To cite another example, in F«oz Khan's 

films the other hero has to die (Qurbani, 
Jaanhar, liayawan). , 

8 By film cliche, I mean arrangement of 
sequences which can be recognised as 
‘song’, ‘fight’, ‘flash back’, etc. Not in 
Ksenstein’s sense of a predictable emotion¬ 
al effect of shoLs in a montage (Film Forum, 

pp 60-61). 

9 See also Damini for the deployment 
of an ‘action-hero’ to resolve the women’s 
question 

10 See Prahaar and Tirangaa (Hindi). 
Dauthyam (Malayalam), and Aagraham 
(Telugu) for the army’s representation as 
the only solution to terrorism or crime 
which IS more often than not abetted by 
politicians. 

I i Rajeev Velicheti, op cit. 
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SPECIAL STATISTICS-7 


Social Indicators of Development for India—I 


THE objective of this note is rather a limited 
one which is to present a set of data for over a 
period of years on as many important indica¬ 
tors of socio-economic development for 
India as possible and incidentally make a brief 
comparison of these data with similar data for 
a select few other developing and scmi- 
industrialised countries. 

Undoubtedly India is one of the few coun¬ 
tries that can t^e pride in possessing a fairly 
decent statistical base on different .social 
and economic indicators of development 
and that too at disaggregated levels by social 
groups, regions and some by districts or even 
by lower levels of administrative units.' Apart 
from the mass of social and economic data 
departmentally generated and published 
penodically by the respective official depart¬ 
ments and ministries, as also by the Central 
Statistical Organisation (CSO) which under¬ 
takes the tasks of co-ordination and dis¬ 
semination of official economic and social 
statl$tics^ the roles of the decennial Census 
and the Sample Registration System (SRS) 
of the Office of the Regi.strar-General and 
Census Commissioner, India and the Na¬ 
tional Sample Survey Organisation (NSSO) 
have come to be recogni^ as pivotal in the 
kind of nationwide sample surveys under¬ 
taken by them on different quantitative and 
qualitative dimensions of socio-economic 
development m India.’ 

Nevertheless, the task of presenting a con¬ 
sistent picturcof the evolving socio-economic 
scenario of the Indian population over the 
decades/quinquennia of the planning era, is 
not an easy one. In the first place, the social 
statistics put out by the official agencies are 
scattered over a number of sources and due to 
the absence of uniformity in periodicity and 
such other issue, any standardised presenta¬ 
tion of even such key indicators as population 
statistics, dataon fertility and mortality,hcalth 
and education indicators, and indicators of 
employment, unemployment, poverty and 
leveb of living, is indeed difficult The Hvo- 
Year Plan documoits also do not present arw 
consistent and comparable picture over dif¬ 
ferent plan periods. Though the CSO has been 
producing since 1987* an annual publica¬ 
tion entitled Selected Socio-Economic Sta¬ 
tistics for India, this has not been enough of a 
source to present a fuller coverage of the 
vanous socio-economic facets of the Indian 
population. 

Secondly, a striking aspect in the various 
sets of social indicators is the significant di¬ 
vergence in absolute numbers or rdative ra- 
tiosconcemingspecificcharacteristics. Many 
of these divergences ate inevitable as they are 
ascribable to source differences, differences 
in reference points and above all difietences 
in concepts and methodology of compila¬ 
tion. The differences in various concepts 
and definitions employed by the Indian Cen¬ 
suses, say, in regard to rural-urban distribu- 
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turn ol iho population, or in regard to worker 
participation rates of males and females, 
and now in the 1991 Census on literacy 
rates, have made it necessary to be cautious 
in attempting .iny straight comparison ol 
the data over dtf lerent Census decades ' 

Some of the di 11 ercnccs even in such si mpic 
data as population si/e can be indeed glar¬ 
ing. The population of India as on March 1. 
1991 based on the year’s decennial Census 
was placed at 846 10 million (including the 
pru]cctc*d population of 7 72millionfor Jammu 
and Kashmir wheie the 1991 Census was nut 
conducted) but post-Census evaluation sur¬ 
vey conducted may indicate, according to the 
Census Commissioner hi mself,anundci-enu¬ 
meration to the extent of about 1.8 per cent 
which was so in the 1981 Census and hence he 
has estimated I he c ountry ’ s population at 861.4 
million for the same period [Nanda 1992 9) 
though It has not been a practice in demo¬ 
graphic literature to take cognizance of it * To 
an extent, even the growth rates of population 
based on inter-Ccnsal comparisons, namely, 
24.66 per cent during 1971-81 or2 22 percent 
per annum and 23 85 per cent during 1981-91 
or 2.16 per cent pei annum, do not appear to 
correspond (even after making allowances 
for estimational differences) to the natural 
growth rates obtained from the Sample Reg¬ 
istration System fur all the individual years 
from 1971 to \992{secSan^leRegistration 
Bulletin, Decembet 1992 and January 1994). 
Sometimes the .sample surveys fail to capture 
accurately the vital aspects of population 
characteristics. For instance, a comprehen¬ 
sive analysis of the Sample Registration Sys¬ 
tem up to the year 1988 undertaken by the 
Registrai General' s Office (1991) concludes 
that “in mral areas, female mortality is of the 
same order as male mortality. In urban areas, 
however, the female mortality is lower than 
the male mortality” (p 37).’ Similarly, the 
same report suggests that at the all-India level 
the infant mortality rate for female children 
during 1988 was lower at 93 infant deaths per 
1,000of live and still births, whereas for male 
children, it was higher at 95 infant deaths 
(ibid, p 40). Ibe inter-state differences cannot 
fully explain this situation* becau.se, as brought 
out in a subsequent paragraph, the female- 
male differential is acutely tilted against fe¬ 
males in the largest states of central, eastern 
and northern India. Besides, elsewhere there 
is evidence to the effect that under-S mortality 
for India for 1991 was 125 per 1,000 live 
births for female children and 123 for male 
children (World Bank: 1993]. 

Be that as it may. an attem|M has been made 
to present in Table 1 vanous social indicators 
of development for India for certain land¬ 
mark years in a synoptic form beginning from 
the pre-Plan penud based essentially on offi¬ 
cial sources. In this vast uray of statistics, 
there arc flow figures pertaining to relevant 
financial years, .stock figures for the period- 


end . 111(1 d.ita on ceiiuin social characteris¬ 
tics obtaining during or at the end of the year 
(such ns ciudc birth and death rates orlitoacy 
r.itcs). While .ilmost all data pertain to tlw 
ycais undci whu'h they are indicated there are 
howevei some sets of d.ita which relate not 
to the vciy yc.iis hut those clo.se to the years 
specif led in the table due to the availability of 
data only foi some benchmark years. (For 
example, the quinquennium NSS data for 
1983 arc pieseiited against 1984-85 or the 
1987 88 N.S.S data aie presented underneath 
1989-90.) W hi Ic the sources of data have been 
indicated in the table, vanous descriptions 
regal ding then nature and quality as also the 
nccessaiy qualifications and provisos on 
them which may be contained in the onginal 
sources have not been reproduced here in 
their entirety Ilic data pre.sented in this note 
ate thus intended only to indicate a broad 
picture of India's progress as depicted by the 
evolution of social indicators over a span of 
45 yeais or so. 

'llic country' s esti mated population at878.6 
million as on March 1.1993 denved from the 
base figures ol the 1991 Census does not 
include, as highlighted above, the possible 
under-enumeiation in the Census. That apart, 
there aie now distinct signs that acceleration 
in populationgiowth which has been a feature 
during the past three decades has been 
arrc.stcd since the middle of the 1980s. All 
indications, as brought out by the SRS data up 
to the year 19921Registrar General 1994] and 
those by the Siandtng Committee of Experts 
on Population Piojixtions (Octobo' 1989) 
suggest that a distinct declining trend in the 
country's natuial growth rate in population 
(tiom2l 3 per thousand population in 1987to 
19 in 1992) IS discernible since 1987-88 and 
this IS by and large attributable to the receding 
of the country's crude birth rate. Hence the 
Eighth Plan assiimptionof 1.78 percent growth 
per annum during the pentxl 1992-97 may 
well be realised .ilmost lor the first time in the 
histoiy of India's five-year plan formulation. 
The crude birth r.ilc (number of live births per 
1000 popul.ition in any given year), which 
remained almost stagnant for about a decade 
and a hall until 1986 at around 33/34 per thou¬ 
sand population despite' some increase in the 
couple protection rate (i e, per cent of couple 
protected by various family planning nMh- 
ods) during the period, .say from 16.3 per cent 
in 1973-74 to 35 6 per cent in 1984-85, has 
declined from about 32.2 births per thousand 
population in 1987 to 29 births in 1992 {Sample 
Registration Bulletin, January 1994). The 
decline in birth rate as well as the natural 
growth rate has been sharper in urban areas 
than in rural areas. Though The Planning 
Commission (1992) claims that the accep¬ 
tance of family regulation has been more 
effective in older age-groups as reflected in 
the marked decline in fertility in the age- 
group of 30-44 years and much less in the 
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lage-group of 15-29 years, this ignores the 
fact that the most effective method of couple 
protociinn is found to be the “terminal” method 
opted for by the older age-group as any other 
effective and reversible contraception is not 
available. It i.s reported that the second hal f ot 
the 1980.S witnessed the beginning of a new 
pha.se of ferlihly decline, with the total terti- 
iity rate (the average numberof children born 
per woman in a woman’s entire span ot lepro 
ductive penod) declining, after a decade ot 
stagnation, from 4..^ in 1984-85 to'3.6 in 
1990-91. Reports based on the SRS have 
ndicated that mure refined measures of feiti- 
ity, namely, general fertility rate (number of 
ivc births per 1000 women in the reproduc- 
i ve age-groupof 1 5-49 years) and the general 
narital fertility rates (number of live births 
KT thousand married women in the same 
. eproductive age group) have shown sharper 
^twlines I Registrar (jencral 1991). 
i The arresting of the population growth rate 
: luring the 199()s is of course largely due to the 
lecline in the cmde birth rate but data do 
uggest that a sutpnsing arresting of the pace 
. f decline in the crude death rate has al.su 
layed a role in it. In fact, the SRS data 
^ Klicate that the crude death rate has tended to 
'.love up in the early 1990s both in rural and 
)|rban areas, that is, from I O.S deaths per 1000 
jOpulation in 1990 to 10.8 in 1992 in rural 
tas and from 6.8 to 7 in urban areas. After 
I'aching the lowest rate of 9.7 in 1990 from 
ound 15 in the early 1970s and 12.5-11.8 
iring 1981-85, the crude death rate has be¬ 
an to edge up to 9.8 in 1991 and lOin 1992. 
i he Eighth Plan expects that at best it may fall 
. 8.7 by 1996-97. Also, as a result of the 
> vsistence of many disabilities in the social 
f etor, such as a relatively high rate of inlant 
{l Oftality and maternal mortidity and substan- 
ftl gaps in the health infrastructure, the im- 
hovement in expectation of life at birth, as 
||realed by the Sample Registration System, 
[t|ting the latter half of the 19g0s has been less 
I'hn diat during the 1960s and 1970s through 
|le mid-1980s (see also Nanda 1992] This 
(fpem to be somewhat natural, for after 
lining certain levels of life expectancy of 
'Hind 57/58 years for males and females, 
further rapid increase in life expectancy 
londitional upon some significant and 
improvements in health infrastructure 
health conditions of the people, as also 
e in nubitional standards, which do not 
^ to be taking place. This is particularly 
of the rural areas where the health infra- 
has been weak and probably-gett^, ' 
it year by year. Besides, higher teriil- 
in rural areas as compared to urban areas 
igiven rise to a higher percentage of child 
l^mation in rural areas than in urban areas 
^also higher infant and child mortality rate.s. 
i jn indicators of some acute forms of social 
J^ility like infant mortality (number of 
■ m under one year of age related to the 
jai number of live births), undcr-five 
tality (number of deaths related to the 
ilation in the same age group), maternal 
^lity (maternal deaths related to the 
pber of live births) and morbidity (the in- 
Kiceof sickness and ill health), the picture 
ftrally seems a mixed one. While the de- 
s in the infant mortality and undcr-rive 


earlychildhood mortality ha vecontinued even 
during the 1980$, the progress achieved in 
maternal mortality and .such other health con¬ 
ditions of women remains subdued. The fall 
in the infant mortality rate (infant deaths per 
1(XX) of live births) from 110 in 1981 to 9*7 in 
1985, to 91 in 1989, to 80 in 1990 and to 79 
in 1992 IS indeed noteworthy. The life ex¬ 
pectancy at birth (the average number of years 
expected to be lived at the time of birth given 
the current mortality trends) for females 
remained, unlike in the developed countries, 
lower than that for males up to the 1971 
Census but thereafter the position .las been 
gradually reversed. Even so, it is known how 
unlike in the developed countries where male 
death rates exceed female death rates, in India 
death rules of children as well as women in the 
reproductive period exceed those for males in 
corresponding age groups [seeCopalan 1985; 
FRCT11987). In this regard, the SRS data for 
1988 (Tabic A) suggest that up to the age 
group 30-34 years, age-specific female 
death rates invariably exceed male death 
rates but in the subsequent age groups it was 
the other way about suggesting that women 
face increas^ risks to life both during their 
infancy* and in the reproductive age group 
due to societal bias against female children 
and deaths associated with maternal causes 
(Karkal 1993; Gopalan 1985; and FRCH 
1987). 

Data on maternal mortality in India are 
indeed scanty and uncertain; levels as high as 
1,300 periOO.OOOlivebiithshavebecnquotcd 
for certain rural areas [Sharma and Rao 1992). 
Gopalan (1985) quoted a UNICEF .source to 
suggest that during the period 1970-1972 the 
maternal mortality in the country ranged from 
37610418 perl00,000livcbiiths.TheWorld 
Bank’s World Development Reports, 1990 
and 1992 have reported the maternal mor¬ 
tality rate for India for 1980at500(ibid, p 240), 
though a subsequent issue of this publi¬ 
cation has not quoted any number in this 
regard On the other hand, the latest Human 
Development Reimrt, 1993 [UNDP 1993) has 
placed the maternal mortality for India at 550 
for 1988, The National Health Policy (1993) 
under the Health For All by 20(X)AD 
programme aims at reducing the maternal 
mortality rate to 200 by the 2000AD. A study 
reported that for every maternal rleath, there 
were 16.5 cases of maternal morbidity or 
illness due to pregnancy, childbirth and puer- 
perium [Karkal 1993). As reported by Sharma 
and Ran (1992), a sizeable proportion of the 
maternal deaths is a.ssociat^ with malnutri¬ 
tion, particularly anaemia, but the major causes 
arc associated with inadequate h^lth care 
available to women during ante-natal, intra- 
natal, and post-natal periods. 

As a result, the female to male sex ratio has 
receded irom decade to decade even after 
independence from946 females perthousand 
males in 1951 to 929 in 1991. Similar to the 
phenomenon noticed in developed countries, 

11 out of 14 districts in Kerala experience the 
sex ratio in favour of the females but there are 
also other districts in the country (c g, 
Srikakulam in Andhra Pradesh, Satara in 
Maharashtra and Pudukkottai in 'Tamil Nadu 
as per the 1991 Census), but the sociological 
tactois involved are varied and complex. The 


persistent fall in the sex ratio has been noticed 
essentially in rural India (from 965 in 1961 
to 941 in 1991) whereas in urban areas the 
sex-ratio has improved after the 1960s (from 
845 to 893), This has occurred despite the 
growing incidence of male migration (prob¬ 
ably more than female migration) from rural 
to urban areas; it is attributable to the persis¬ 
tence of risks associated with female health, 
particularly in rural areas. 

The health infrastructure is also unduly low 
in rural areas as compared with that in 
urban areas. While the Government of 
India’s quarterly Rural Health Statistics 
(Septemter l990andDcccmbcrl99l)claims 
fairly good coverage of the rural population 
by sub-centres, primary health centres 
(PHCs), and community health centres 
(CHCs) under the Health For All by 20(X) AD, 
the Planning Commission and the Depart¬ 
ment of Programme Implementation have 
reported poor performance in these crucial 
areas [Planning Commission 1993). Kavita 
Bhatia (1993) and N H Antia (1993) lament 
how despite the creation of rural health infra¬ 
structure in a decentralised pattern based 
on a sound strategy, the objectives of setting 
up the primary health centres (PHCs) have 
hardly been fulfilled (Antia and Bhatia 1993: 
65-66). Now, even the Planning Commi.ssion 
(1992) has given up the hope of achieving any 
of the goals of rural health infrastnicture: 

‘ The backlog of sub-centres, PHCs and CHCs 
in many states is staggering and the resources 
required to meet the targets are astronomical 
and as such unachievable in the near future” 
(p 323). Subsequently, the targets have been 
considerably diluted [see Planning Commis¬ 
sion 1994). 

Simultaneously, the daily calone supply 
and in particular the daily protein supply per 
capita have also registered a distinct decline 
during the 1980.S and thereafter. Against this 
background, doubts are expressed about the 
feasibility of achieving the goals of the child 
survival and sate motherhood scheme, 
launched by the government in 1992-93, 
namely, reduction of the infant mortality to 
less than 60 per thousand live births, child 
mortality rate to less than 10 per thousand 
children population and maternal mortality 
rate to less than 200 per 100,OCX) live births by 
2000 AD. Doubts have also been expressed 
by demographers on the projections made by 
Vasant Gowarikar (1 993) that India’s annual 
exponential population growth should de¬ 
cline sharply from the present 2.14 per cent to 
1.42 per cent by the turn of the century and 
“with the death rate of 8 per thousand, birth 
rate of 21, and the natural increase of 13 per 
thousand, India will reach the threshold of n^ 
reproduction rate of one within a decade” 
[Ashish Bose 1993). 

Educational Attainments 

The disparity in social standards as 
between males and females is more glaring in 
their educational status. ’Though the disparity 
has narrowed over the years, the gap still 
remains wide. The average literacy rate (per¬ 
centage of literate persons in total population) 
in 1991 has reached 52.2 per cent with the 
female literacy rate working out to 39.3 per 
cent and male literacy to M.l per cent; the 
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OMto-fiRinale diffienntlal was 2S percentage 
points in 1961.24 ponntage points in 1971 
and again 24 8 percentage points in 1991, thus 
hardly showing any nairowing of the differ¬ 
ences up to 1991 

The 1991 Census has made a significant 
departure by canvassing the question on 
literacy only for the population aged seven 
years and above unlike the practice till 1981 
of canvassing the question for those aged five 
years and above Also, the 1991 Census does 
not include the excluded younger population 
in the denominator for working out the per¬ 
centage literacy rate unlike in the previous 
Census Though comparable data have been 
generated for the 1981 Census penod also, the 
Census data Ull then remain non-comparable 
with the subsequent data The NSS data avail¬ 
able up to 1987-88 as presented in Table 1 
show a similar low literacy base of the Indian 
population and significantly lower ratio for 
the females than for males 

The National Policy on Education (1986) 
liad envisaged the provision of universal 
elementary education for children up to 14 
^ears of age and eradication of illiteracy in the 
15-35 age group But, according to the 1991 
Jecenntal Census, India had 47 89 per cent 
lliteracy rate and 324 million people in the 
ige group seven plus were illiterate, though 
ecenl reports have indicated substantial 
irogress in some states or in some distncts of 
1 few slates achieved through total literacy 
rampaigns launched under the National 
L.iteracy Mission [Mishra 1993, see also 
Sengupta 1991 ], the gap remains wide Plan- 
iing Commission (1994) has reported that 
ibout 333 21 lakh persons would be covered 
inder all schemes of adult education dunng 
1993-94 

Though gross enrolment ratio (enrolment 

15 percentage of total population in the age 
poup) IS fairly high at the pnmary level, the 
Irop-out rates continued to remain as high as 

16 per cent for boys and 50 per cent for girls 
n 1989-90, at the middle level the drop-out 
ales have been 70 per cent and 60 per cent, 
espectively There are significant inter-state 
ind inter-distnct diflerences in this regard 
Vs pointed out by J S Rajput (1994), cultural, 
iistoncal and social constraints matter in 
emales education, apart from early marriage, 
ack of upper pnmaiy schools in nearby areas 
ilso inhibits the e ducation of girls in paiti- 
ular A UNICEF report bangs out how the 
nmaiy school drop-wt, particularly amongst 
Utis, was high and the secondary level drop- 
lUt was much higher in villages when the 
iKidenceofchild labour was high [Saigu|Aa 
993], 

The Indicators 

In regard to the trends in work participation 
itea (that is, total workers consisting of both 


mam and marginal workers as percentage of 
total population) and labour force participa¬ 
tion rates (i e, age specific labour force based 
on the usual status in proportion to the popu¬ 
lation aged five years and over), broad judg 
ments pronoumed by scholars on the trends 
in participation rates differ While Visana 
and Minhas (1991) opine that “NSS surveys 
clearly indicate a reasonable stability in the 
national labour force participation rates", the 
Census Commissioner has noted that the total 
work participation rate has shown an increas 
ing trend from 1971 onwards and that the 
female participation in work has shown a 
definite rising trend, particularly in rural 
areas (Censusofindia. 1991,Paper 3of 1991) 
In this respect however, the NSS data lor 
the 45th Round (1989-90), 46th Round 
(1990 91) and 47th Round (July-December 
1991) show a di flcrcnt picture and appear as 
aberrations as these surveys have been based 
on thin sample si/es and also enterpiise 
onented sample designs (Sarvekthana 1992 
andCSO, 1992 opcil) 

A major issue in work participation lalcs 
concerns lelatively low level of participation 
by women Recognising that there may be a 
deliberate exclusion of a whole range ol acti 
vities performed by women from the purview 
of work and that there are cognitive problems 
in the identification ot women workers aris 
mg out of traditional cultural biases the 1991 
Census of India took special Meps to 
“sensitise the enumerators as well as the re¬ 
spondents in an effort to remove the gender 
bias m enumeration" (Census of India, 1991, 
Paper-3of 1991) Towhatcxtcntthishasbeen 
reflected in data for 1991 is indeed difficult 
to discern, particularly because the increase 
in work participation rate for rural women 
dunng 1981 1991 (4 14 penentage points 
from 23 06 percent to 27 20per cent) was not 
any the highei than that between 1971 and 
1981 even after making allowance for con 
ceptual diftcrcnces (7 14 percentage points 
from 15 92 per cent to 23 06 per cent) 

The unemployment rates as provided by the 
NSS data indicate no definitive trend While 
the must inclusive concept ot unemployment 
measured in terms of person-days, shows a 
significant decline in 1987-88 in almost all 
categones after showing some increase be 
tween 1972-73 and 1983 (amongst males in 
particular), what is said to be chronic un 
employment rate measured by the usual status 
approach did show a gentle increase between 
1972-73 and 1987-88, so alsogenerallyas per 
the mid-way measure ot person-week or 
weekly status 

As for the trends in poverty rates, data now 
put out by an Expert Group ot the ^aiming 
Commission placed the proportion of people 
below the poverty line at 38 0 per cent (or 
about 302 million people) in 1987-88 " 


CcnuPARisoN wim Omtut Countros 

TTiai even among the populations of deve¬ 
loping countiies the Indian population 
enjoys a conspicuously low social develop¬ 
ment was cviileiii fiom the low rank of 134 
assigned to the country in an array of 173 
countries arranged in descending or^rof the 
Human Dcvclopmtnt Index constructed 
by the I'NDI's fouitli Human Development 
Rei>oit /vy-t 

As m iv be ee n in Table 2 India’s adult 
liter lev i lu tpei cent ol literate persons 
aged 15 uid (ei r» n 48 2 foi 19110compares 
with South Kon is 96 3, Thailand's 93, 
liid'iii sii sSI 6 Malaysia’s 78 4 and 
< hulls M t \ , Illy as in the mid-1970$, 
these'eeiimtii s hid idult literacy rates rang¬ 
ing fiotii ht) lot Mahiysia to 92 for South 
Koie I when hull i e was only 36 (Table 3) 
Siniil Illy 111 ml iiit inortTlity rate (deaths of 
lid ints uridei iiii< v i ir per 1 000 live births), 
liidi I li IS as high I iine as 90 lor 1991 com¬ 
plied with 16 lot South Korea, 15 for Malay¬ 
sia 27 lot I hid.iiitl and 74 fui Indonesia and 
lor t lii.i I (I able h) Again, maternal mor- 
t ility 1 lie (di nils of women from pregnancy- 
lelalcd I auscs per 100 (K)0 live births) csti- 
mahel ii 550 wie the highest for .India as 
ig UPS* .111 ige id '>0 lo 3()0 in rcspiect of the 
,ibovc livi eoiiptrii's Ihough India has 
ichievtd i lilt e xpeti incy at birth of over 59 
years it is still iiiiii h lower than that in other 
comparable etniiliics It is the gender bias 
ag.iinstwomciiirilndi i that stands out Women 
hte-rae v latc is stiikincly low While school 
erwolnifiit h is it le hi d a si/eabic number at 
the pi unary It \ 1 1 it i ontinucs to be low at the 
sceondarv leM I More signilicant is the size¬ 
able drop out i.itc tor female pupils While a 
deuiilcd It vu w ol these inter-couniry differ¬ 
ent es IS fwyontl the st ope of this note, there is 
enough csidfiici in the social indicators pre¬ 
sented in I allies ^ ti I (• to show how India lags 
he'hind these couiili n s in overall social devel- 
o inicnt 

Ink lestingly a t oinpanson of the rankings 
based on diffiri-nt parameters suggests that 
India s t inking b ised on HDI is better than 
I hit based on (iNI* per capita fairly signi- 
lie anti) though i ven here China scores over 
allotlicrdcvi loping i ountifes including India 
(Table 2) An iiiipoitanl factor in India lag¬ 
ging behintl oth 11 oiiiitnes in social develop¬ 
ment has been the considerably low level of 
government c xpendittirc earmarked for health 
and cdue ition set 'ors as compared with that 
in other ountiies (I able 6) 

Notes 

I r»r J ifi-senplioii uf the niynad sources of 
social anri 1 1 unoiiue data see Govemmenl of 
India Repot I o) the ( ommiiiee to Review the 
Naiiimol Stumutal Svitem (Depaitinenl of 
Stalisiic. Miiiistiv of Planning June, 1980) 


TablbA Estimated Aof Sret ihc Dfath Rates by RiiRAiyURBAN and by Si X I iha P)88 
(Number of deaths per 1000 of population in the age group) 


Sector 0-4 Years 5-14 Years . _ J1.34_YeaE_ _ 35 49 Years SQ Years and Above 

Male Female Person Mate Female Person Mate Female Person Male Female Pc run Male Female Person 


Rinl 351 391 337 26 28 26 24 33 29 68 19 59 17 1 31 6 34 3 

UlbM 18S 187 187 12 IS 1 3 1 8 20 19 54 16 «6 14 8 29 2 32 1 

Total 318 34 9 33 3 2 2 2 5 2 4 2 3 3 0 2 6 6 4 4 6 SS 166 111 339 


imree Registiar General, India. Sample Regittratim System^l9RR May 1991, pp 47-54 
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India hai been tingled out as one of the “five 
countries that have readily available data to 
undeitake” group-specific and region-specific 
human development measures, in the conmany 
of tte US, Mexico, Turkey and Swaziland. 
Sec UNDP, Human Development Report. 
1993. p 18. 

: Par a detailed descnption of the varied stati¬ 
stical series published by the CSO, see Govern¬ 
ment of India, Annual Report. 199J-92 and 
1992-93 and Government of India, Peifor- 
mance Budget, 1993-94 (both of Department 
of Statistics, Ministry of Planning and 
Programme Implementation). 

Apart from the massive amount of data on 
various population characteristics, economic 
and industrial classification of population/ 
workers, iettility rates, social and cultural char¬ 
acteristics, housing and household amenities 
and special data on ex-servicemen(some based 
on Census and full count and some on a sample 
basis) generated in the decadal Census, the 
Saitij^ Regiatration System (SRS) operated 
by die Office of the Registrv General, India, 
smoe 1969-70 has become areolar source of 
annual estimaies on vital statistics, particularly 
in the absence of dependable data from the civil 
legistntion system in India. The SRS provides 
crude birth and death rates at the state and 
national levels fortural and urban areas sepa- 
tmely and also esthpates on various other mea- 
suiesof fertility andmottality. TheSRS, which 
became operational 25 yean ago in 1969-70, is 
an annual survey conducted at present in 6,(^2 
sample units (anamimately 0.7 percent of the 
country’s papulation) in uiban and rural areas 
spread all over India except Mizoram, the 
sample units being villages and Census enu¬ 
meration blocks (uiban). The SRS is a dual 
laaistmtion system involving enumeration of 
all births and deaths in a sample unit through 
two different procedures, viz, continuous enu¬ 
meration kiM retrospective but independent 
half-yenrly survey followed by a process of 
malchiiig the two records. This dual registra¬ 
tion system has been the basis of annual birth 
rale, cleath rate and rate of natural increase, as 
dso other fertility and mortality indicators 
during the past two decades and a half See 
various issues of Sample Registration Bulletin 
(up to January 1994) and Registrar General, 
In^ Sample Registration System 19118 (New 
Delhi, May 1991). See also Swamy and Sinha 
in SR Bu/feiih, January 1994. For details of the 
large-scale tnfegraied sample surveys in socio¬ 
economic fields conducted by the NSSO, see 
Gowimmeirtof India<1993)and various issues 
OtSarveksli^. 

The CSO luil brought out an exploratory issue 
of Selected Socio-Economic Indicators for 
India in Deoeiriber 1987 but the regular series 
began in 1989. 

The question of conceptual differences regard¬ 
ing niral-urban differentiation is relevant only 
up to the 1971 Census after which, “for pur- 
posa of comparability and administrative con¬ 
venience, die definition of an urban unit was 
•mifotmly adopted. See Census of India, I9(fl' 
*aper-2 of 1981: Rural-Urban Distribution. 
)n the question of worker participation differ- 
nces, see Census of India, 1981; Paper-2 of 
'982.- Development of die Ecanomk: Questions 
od also Hitway (Im). On the question of 
iteracy, see Census qf/iidia, 1991: Paper-1 of 
'991, Provisional Population Totals. 

)a die other hand, it must be said to the credit 
if pop^ation experts that for medium-term 
eoyections they can come to a reasonable 
atimate of die population size based on vital 
tatisdes derived from the Sample Registration 
System. The Report of the Standing Com- 
mitte c of Experts on Population Projections 
(October 1989) had placed the country's total 
population at 843.6 million for March 1,1991 


while the subsequent Census 1991 placed it at 
846.3 million for the same period. The io^- 
term projections have, however, been fw wide 
of the mark because some of the hopes of 
successes in reducing birth rates, or achieving 
better couple protection rrtes, have generally 
been belied. Incidentally, there arc three sets of 
annual series of population normally put out in 
official publications; (i) for March 1 each year 
extending the decenniid census data provided 
by the aforesaid standing committee; (ii) mid- 
calendar year population estimates by the 
Registrar Gene^ as published in the Govem- 
mem of India's Economic Survey; and(iii) mid- 
financial year estimates provided by the CSO 
in its National Accounts Statistics. The three 
sets of estimates for recent yean are as follows 
(in million); 


Year 

March 1 

Mid- 

Calendar 

Year 

Mid-Financial 

Year 

1991 

846.3 

851.7 

856.0(1991-92) 

1992 

862.5 

867.8 

873.0(1992-9.3) 

1993 

878.6 

883.9 



7 The relevant data on estimated crude death 
sates by sex and by rural and urban India from 
the 1988 SRS are: 

Sector Number of Deaths per 1000 of 

_R espective Population _ 

Male Female All Sexes 

Rural 11.9 12.0 12 0 

Urban 7.9 7.4 7.7 

All-India It.O 11.0 11.0 

See Registrar General (1991), pp 36-37. 

8 The officials associated with the estimates in 
the Registrar General's Office have argued that 
the SRS estimates for rural areas of MPand UP 
are sufficiently reliable. See Swamy and Sinha 
in Sample Registration Bulletin, January 1994. 

9 Significantly, the World Bank (1993) has re¬ 
ported that “un^r good nutritional and health 
conditions and in times of peace, male children 
under five have a higher death rate than 
females” (p 322).Besides, it is widely 
recognised how "women face health problems 
throughout their life-cycle, starting from sex 
preferences in infancy, discrimination in feed¬ 
ing practices, biological vuhierability during 
the reproductive period, the effects of repeated 
pregnancies, to special problems such as nutri¬ 
tional anaemia and maternal mortality” [FRCH 
1987; U.*!]. 

10 For a comparison of the concept of ‘work’ 
adopted by the Census and NSS surveys, see 
Census of India, 1991 : Paper-3 of 199! and 
also VisariaandMinhas(l^l). Fordetailsof 
the three concepts employed by the NSSO, see 
CSO (1992) and Visaria and Minhas (1991). 
These concepts were evolved on the recom¬ 
mendations of the C^immittee of Experts on 
Unemployment Estimates set up by the 
Planning Commission in 1969 (Chtutpmon, 
M L Dantwala). 

11 For details, see EFW Research Foundation. 
‘Poverty Levels in India : Norms, Estimates 
and Trends’, Economic and Political Weekly, 
September 18,1993. 
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Table 1 Social Indicators of Development for India through the Planning Era {Contmued) 
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Table 3: Profile of Human Development; A Cross Country Comparison of M^ior Indicators 


"T P' 



os a© to NO V rsf ri €S *— — 

O^QOOOQO* OOOO* PQQQOOO 

ooOON'O'fO^'O^ 

vcT «r ^ rS rf —' — 

*'»OChO'Oomv->f^ttoao-*QOsotQP***fsra«o — 
'^<NfS— —«s— —^ 


• r^* riio^*-Os^oor*oo — 

ON aor^ONOotooNooosoooe^r^NOfNi^Nts^^ 


^^'p»ooopo•— — fn^’OcpfnnooONcotnoo—'tot^ 
^^ooeer^ooooo^^oe9r^oeoeNOr^m^tOfoN 


opC40>Op'l»o<N* 90 m C4 9 p<o<-"«0« roto 

O‘0sp***p^^votooo f-“ao >o 


o^r^'ONOtNso^so vor* ^ ^ — n<s 


3 rMto<s^«-*»oso# r-to 0 NP(O 4 rtr*« 0 « 9 s<Ni«-«^ 

•noo^Or^r^fSfo <Nfn'Oi>ri — Oc^ramoos 
fo es m fo r4 fS fo fN fN ra rs ra W f>i fM d is ri —“ 

<n^voKoom>0'0<so©^Qm^mco«oooc?o»fn 
w^eili*—p«*rOfn'«iodt-e^*-i—poor^ 
fnddfoddfniNdr4df4draddddd-*d 

entnfmtnNOO — tototo^d — r«*mi>*p»0‘tt^ 
v-tofO^pioor-totnfOioosmoo^^Ooo^pK 
^fSto<o^'OfSfo>-«-«o«or*«ocsor^-^«-*osao 
mnnfSfSfsncsfStN — <s — iscsiN^-isis — -• 


* •s^s-oo* n* pO'O^fn'OiocsfomiNis 


oo« oDoe^rin* P'^«"fSQoet^pto 4 oe< 
r»- r**r^ososi^ v5opr^^toc5^M^t^^p* 


'0« «s^* ooto* osp* —# r^fsto — * 

vOm von — —•’veam to 


# VN e ^ P 


o — or^ — 'O — — ^osM — tor‘r^"trr' — loaooo 

iSRS$?S2«icg3gss?;SR?:5;«s 

p:S?!SSS33F:SSSS?SX«5;«R5;© 


IS — iBmo«-*r^aoOQSoefMW^p^<~p?P4» 
r»->o^'OtnNO«n«r>r>«^trip^S“tn'^tnvS^^^ 


avlO<S'0<S>0®plS — ^ — QQ^P^fS^Os — 
NOtO'O^tniorp'tfONOS'to^^S'fn'^^fOfO'^ 


3 a S 


llllllll3ilal:S!||il2, 


ri'<-^>o>nr'r~t'i 



I'l'ta 


Economic and Political Weekly May lA 1994 





Table 4: A Cross Country Profile of Education 



Percentage of Age Group Enrolled in Education 
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Table 5: Health Profile of Selected Countries 
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Three generations of small savers* 
Therms one thing they all trust-Units* 


Hvcn pctiplc Kt-‘neratK>ni> aptirt flunk the 
same way when it comes to Units, fk'caiise 
Units help make their dreams come tnie. 

Whether it’s a youtrg man saving for a 
house of his own. Or an older man liK)king 
forward to a comfortable retirement. O a 
little girl dreaming of becoming a dcKtor 
some day.. 

Unit Trust has .schemes to meet ever>’ 
need. Whether the need is tor high growth 
t)r liquidity. Whethei it’s tax benefits or gixxl 
returns coupled with insurance cover. 

People know th.it with Unit Tnist, 
they can get what they want. That is why 


the nuinber of I'nit holders is going up 
so sjscctacularly. To over 33 million ttxlay. 

Most of these people are small savers. 

They come from every part of the country. 

They come from every walk of life. Th^jK 
h.ive different needs, different dreams. 

But they share the same abiding confidence 
in llnit Tru-st. Living up to this confidence is 
wh.it keeps us going. And growing. 


UNIT TRUST OF INDIA 



For your better tomorrow. 


Sntit-UTI 140/91 
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Matriliny and Islam 

History provides instances of societies that come to accept two sets 
of rules simultaneously, both being viewed as sacrosanct: those 
subsumed in traditional customary law and derived essentially from 
kinship and those subsumed in the legal codes of their new faiths. 

The people of Lakshadweep, who have followed matriliny under 
the rubric of Islam, present a fascinating case of this kind. 1273 

Non-Agricultural Employment 

While the near-cunstancy of the occupational structure in India has 
been a major cause for concern, Kerala has drawn considerable 
attention for its apparently ‘developed’ occupational pattern 
characterised as it is by a relatively low share of agriculture. A 
review of the structure of rural employment in Kerala, particularly 
non-agricultural employment, focusing on the weaknesses of 
the emerging structure. 1285 
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Fiscal Deflcit 

Since the Hscal deficit has now 
started to be used extensively 
to measure the success or 
otherwise of the government’s 
macro-economic operations, we 
have to be clear about what to 
include or exclude in its 
calculation. _ 1297 

Education for Whom? 

In the existing socio-political 
and economic matrix, for 
whom is education and 
whose quality of life does 
it improve? _ 1257 

Torture 

Despite repeated exposure by 
journalists and human rights 
organisations and iKcasional 
intervention by courts, torture is 
pervasive and a daily routine in 
every one of India's states, 
irrespective of the political 
persuasions of the party in 
power. _ 1259 

Unintended Victims 

Taking the totality of violence 
around us, we see that most 
acts of aggression are ultimately 
expressions of redirected 
anger—anger that brings violence 
to people for whom the 
aggression is not specifically 
intended. 1267 


Job Destruction 

Unemployment in the leading 
capitalist countries has now hit 
levels unprecedented since the 
Great Depression, with the 
so-called cyclical up.swing$ 
making little difference. Also it 
seems to matter little whether the 
hegemonic political force in 
power is social democrat, 
monetarist or Keynesian. 1265 

Posturing 

While supporting the recent 
Tilhari judgment, left and feminist 
groups should take care to expose 
the pseudo-champions of Muslim 
women’s rights who remain silent 
about the plight of Hindu 
women. _ _ 

Uneven Development 

Apart from India’s generally low 
level of social development, the 
inter-regional and inter-state 
disparities in such development 
are acute. Special statistics on 
social indicators of development 
for states and regions. _ 1300 

Double Demise 

With the collapse of the erstwhile 
communist regimes in eastern 
Europe, socialism has suffered a 
severe setback. But we also need to 
reflect on another development; the 
death of market capitalism. 1283 
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\\ li> Scientism Beats a 
Retreat 

DHKl VA RAINA (Oilober 16 
I .iisc'. some imporiant issues about the Icgili 
tiKU V ol siiciKO iiislhoils ol siientc and 
whal has belied hopes about seiencc When 
disiussing the legitimacy ol science we 
have to distinguish between its contents and 
Its applications Jlic toriner consists ol cx 
pcrimentally serilied lads, and theories, 
laws and hypotheses which may be looked 
upon as abstractions or abbreviations trum 
which experimentally veritlable tacts can 
be deduced All this is knowledge and it is 
neither good nor bad Ot eourse, science is 
reaehingastage when expenments and gams 
in knowledge in isolated fields like bio¬ 
technology may be hazardous—but it looks 
as though with controlled experiments even 
this can be avoided 

When one comes to applications of 
science, the human element comes in and 
the question is whether to blame the human 
element or science for the distortions The 
ozone hole is due to automobiles, refrigera¬ 
tors and a host of other developments made 
possible due to science But creating the 
ozone hole is certainly not necessary for the 
pursuit of science The ozone hole is the 
creation of the irrational craving ot the 
human mind for things that are not function¬ 
ally needed for leading a civilised life In¬ 
stead of using science to shape his life, man 
IS using the craving of his mind to do so and 
in the process has created ecological disas 
ter It IS science that has brought home to 
man that his methods are threatening his 
very survival and science cannot be blamed 
for doing this service 
A distinction has to be made between 
science content and scienlitic method 
Knowledge of science lor day to day needs 
and healthy living is a must Unfortunately 
this IS lacking due to science illiteracy as 
pointed out by the author What is much 
more precious is a knowledge of scientific 
OKthod which is as important as literacy 
Briefly, the scientific method is (1) Whal is 
experimentally verified is fact (The experi¬ 
ment being lepeatable by another person) 
(2) When there arc two ditterent opinions, 
the only way we can decide as to which ot 
them IS correct is by experiment, it an 
experiment is possible (3) What cannot be 
experimentally verified can only be an 
r^iraon as every statement has us counter 
(4) The onus ot proving a tact rests on the 
claimant (5) Facts have generality (circula 
non of blood is the same tor all human 
beings) (6) Theory, law hypothesis arc 
statements from which experimentally ven 
fiable statements can be deduced 
The author has rightly pointed out that 
scientific troths are provisional truths and 
not absolute or universal truths Nut only 
theones, laws, hypotheses change but also 


I xpirinu iiial lai.ts(hui ihis h.is not hindi red 
iIk glow 111 til siiiiice Kv uliipling pmsi 
siDiitl (tuih IS .1 woiking h>p()(hesis ind 
itirKi.tmg It by iri.il and error mcthiKl as 
IK w tacts lie discovered science has mack 
mum icMii ibli. piogress compared to other 

discipline’s 

( ompared to si icnce the prctonn.iiicc ol 
disi iplincs which do not even havea mi ihod 
ol deciding which ol two opinions is t orrec t 
IS dismal In these disciplines opinions 
abound without any accord Further since 
cxpenmental tacts are repieatablc, prcdii 
tion (an aeroplane can be designed to lly) is 
possible in science which is one ot the main 
reasons tor Us utility This is lacking in other 
disciplines 

Scientific method is the treasure-trove ot 
humanity and all that man has to do is to 
'learn' to use science to solve all 'prob 
terns' Science has made available the way 
and what is required is the will 

K V Srinivasan 

New E)elhi 

Workers Let Down 

IN response to the report 'New Hurdles' 
(January IS), I strongly condemn the luke¬ 
warm behaviour of CPI(M) leaden and 
Cl 1U in settling the problem of the Kanona 
Jute Mill workers It is disheartening to note 
that the trade unions are supporting the 
management and the labour department in 
deserting I4.0(X) workers ot the Kanona 
Jute Mill It is clear from the report that all 
the established trade unions m West Bi ngal 
have become self ccntied and they an of no 
use to the workers When the CITIJ cannot 
support the Kanona workers in fullillmg 
their genuine demands it cannot be called 
communist anymore At least when the 
SSU was loim^ CITU should have helped 


It Whill Mr miv )>c the situation when a 't 
prohliin irisis lot the working cotiimunuy 
all shoiilil I'll iimiiii inJ work tor its soiu 
lion Oihcrwisi ihori is no dillercnce 
between capil.ihsis ind workers in acapila- 

IlSlIl SOlKl, 

S Di noKAH 

I iveipool 
Austialia 

Caste and Justice 

KANf HA III M Ml (March 19) has pre- 
seiilecl a logical political analysis but seems 
to have Ignored the tact that the backlash ot 
caste as ideology is bound to disintegrate as ^ 
soon as u proves a threat to other castes 

It IS evident that the BSP might emerge as 
a pressure group but cannot ensure social 
justice to the weakest among the weaker 
sections ul our society In a castc-duminated 
society intrinsic sub-caste conflicts and 
corrupt political and administrative infra¬ 
structure are sutficient to spoil the game 
engineered by Kanshi Ram The moment 
the present affluent class of dalits and OBC 
feel a threat from the politics ot BSP, 
powerful forces would emerge to curb its 
growing influence We have seen examples 
ol the Janata Dal and its leader V P Singh 
who championed Mandal Commission 
report—Mandal heroes have been reduced ^ 
to zeroes 

Anotherinicrcstingc'ompl toshowsomc 
future trends likelv to merge are recent 
nuts n M erut over the n all ion of the 
Amhcdkar s aiue In this game except a 
small group o dalits al uthci backward SC/ 

ST castes kept themselves aloof Even the 
SP-BSP coalition government in UP c’ould 
not come to their rescue 

SiiAUNi Sharma 

New Delhi 
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Cosmetic Gestures 


T he Reserve Bank of India’s monetary and eredit policy loi 
the first half of 1994-95 and the broad monetary toi). is lot 
the full year arc grounded in the narrowest possible construct of 
* money-real economy linkages It is difficult to explain otherwise 
the RBI governor's very exact prediction of a reaction in the 
inflation rate by four percentage points during 1994 95 because 
broad money (M3) growth would be contained within a range of 
14-15 percent dunng the year Recent expenence has shown that 
the RBI has little control over money supply growth, much less 
over inflauon Conventional relationships have broken down 
and, because of the extreme slackness in the real economy there 
has emerged a complex disequilibnum between monetary and 
other Hnancial sectors and between them and the real sectors 
There is no appreciation of these complexities m the RBI s 
assessment and, therefore, what it has presented as a policy has 
hardly any relevance to the actual situation obtaining m the 
economy No doubt m the current depressing econoinu s uuik 
the monetary authonties arc having to bear the brunt > I fiscal 
policy failures but the RBI has contnbuted to the fiscal failures 
and has been more loyal than the king in regard to structural 
adjustment in general and financial sector reform in particular 
^Vhat are the key elements ot the ecomimu situation which 
ought to have influenced monetary policy fonnulation' bust 
there is the general slackness in economic activity and in 
particular, the industrial recession stretching to some four years 
already Neither the whopping revenue and fiscal deficit nor the 
massive liquidity growth has helped because both have been 
unrelated to productive activity in the real sectors The former has 
been absorbed in the government's non productive expenditures 
and the latter has served to bloat financial, particularly share 
market, asset values and real estate prices in urban areas Second 
against the backdrop of economic sluggishness the premature 
imposition of capital adequacy and other norms on the banking 
system has adversely affected both the demand for. and supply of, 
bank credit for productive activities Non-food credit by schedul¬ 


ed commercial banks increased by Rs 7 476 crore (S 1 per 
cent) in 1993-94 compared to Rs 24,317 crore (20 I percent) m 

1992- 93. The RBI governor has nonchalantly atinbuted this to 
banks’ hesitancy in providing dtedit because of’’credit nsks m the 
context of the prudential norms” 

Third, the large increases in liquidity since the beginning ot 

1993- 94 are attributable, despite the RBI’s attempt to duck the 
issue, as much to the central government's compulsion to borrow 
for financing unproductive expenditure as to the large foreign 
exchange accruals. Dealing with the causes of monetary expan¬ 
sion in 1993-94, the RBI governor makes much of the so-called 
histone step of the government agreeing to the enforcement of a 
cap on the automatic monetisation of the centre’s fiscal deficit 


through the creation ot ad hoc treasury hi Us and i he sue i. ess of an 
acti.e ntemal debt management policy with the goiemiicu 
taising money at market related rates of tueresithiough a system 
of auctions These claims fly in ihc face v>t tic s I he rapid 
Micic tse 111 toieigii t. hang s cs ciiiially occurred o the 
second half of 1991 94 where is m the fir t hall o' i he year there 
had been an increase ofRs4.104 croie in the net foreign exchange 
assets of the banking system, in the second hall the increase was 
Rs 21,870 crore and in the first three weeks of Apnl there has been 
a further addition ot Rs 1,788 crore When liquidity was not 
abundantly available with the banking system in the first half, the 
central government borrowed as much as Rs 12,117 crore from 
the RBI though lot Ihc whole of the year the 1991 94 budget had 
placed the budgeldeficit (or net RBI ctedit) at only Rs4.314 crore 
In the second half and thereafter, with abundant liquidity in the 
market, RBI credit to the central government was reduced and 
go.cinment borrowed from the commeicial banks Tins veas 
done with ease because banks weic themselves reluctant to 
extend commercial credit due to the capital adequacy norms In 
the second half, the central government curtailed its dependence 
on the RBI by Rs 10,783 crore, but commercial and co-operative 
bank credit to government increased by Rs 18,364 crore, there 
has been a further increase of Rs 6 240 crorc in the first fort¬ 
night ot April Did the RBI and the government have any choice 
but to absorb the liquidity through a contraction m RBI credit to 
the government ’When the RBI governor claims to have success- 
hilly operated an active internal debt management policy is it 
the contention that when the RBI m|ccted some Rs 24 000 
croie through purchase ot foreign exchange in the second half of 
199 3-94 and thereafter, there was an o| ition ot pumping in another 
Rs 10 000 crorc through RBI credit to the central govemmenf^ 
Initially, in the 1993 94 budget, the government had visualised 
total borrowing of only Rs 9,700 cn-re fnim the market but it 
ended up borrowing as much as Rs 29.692 cmre ( vised esti¬ 
mates)—all because tax revenues were sunendered and all tor 
financing a revenue detlcit ot Rs 34 058 crore Whatever hap¬ 
pened to government borrowings crowding out private sector 
needs’ 

Against this background and the tact that since the beginning 
ot 1993-94, in a period ot 13 1/2 months up to April 15 this year, 
M 3 has expanded by as much as Rs 82,005 crore, Rs 20,174 crorc 
of It m the form of currency with the public, the measures 
announced this week, principally the raising of the cash reserve 
ratio (CRR) from 14 pei cent to 15 per cent to absorb an amount 
ot Rs 3,700 crore and the downward revision of the export 
refinance limit by about Rs 1,570 crorc (when the aciu.il utilisa¬ 
tion ratio IS just about 10 per cent due to excess liquidity with 
banks), are hardly relevant The emphasis both in these measures 
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as also in the Miltcninpof the scicili vc credit 
controls against scnsitivci.ominoditie& tson 
inflation control through conventtonal de 
mand management policies 
The macro economic situation however 
calls for effective implementation ot 
broadbased supply management policies but 
going far beyond the narrow fire lighting 
concept ol supply management proposed by 
the authonties through import of a lew cum 
modities in short supply Broadhased supply 
management would aim at a step up of in 
vestment and saving which alone will help 
utilise both foreign exchange reserves and 
liquidity for productive purposes To achieve 
this, the government and the RBI will have to 
take a series of well thought out steps a 
sizeable increase in public sector investment 
which will go to crowd in pnvate invest 
meat, compelling companies to use funds 
obtained from abroad for investment and 
production rather than in the stock and f man 
aal markets and in real estate and inducing 
banks to extend commercial credit even if 
this requires postpomng the implementation 
of capital adequacy norms A pick up ot the 
tempo of activity in agriculture and rural 
and small scale industries has immense 
potential for generating demand for the 
goods of medium and large scale indus 
tnes, both directly and indirectly by aug 
menting household incomes and consumer 
demand for industrial goods 
The monetary policy changes announced 
by the RBI show no awareness of the need 
tor such purposeful supply management 
The RBI has instead consistently narrowed 
the scope of banks pnonty sector advances 
In the latest policy the dctinition ot the 
priority sector has been expanded to cover 
(i) scheduled commercial banks lendingsto 
their sponsored RRBs (ii) advances up to 
Rs S lakh fur financing distnbution of inputs 
tor agriculture allied activities such as dairy 
ing poultry piggery and fisheries and 
(III) the enhanced credit limit oi Rs 5 lakh 
granted to professionals and sell employed 
persons and of Rs 10 lakh for qualified 
medical practitioners in rural and semi 
urban areas including fur purchase ot one 
motor vehicle These changes have been 
introduced surreptitiously in the sense that 
no revision has been effected in the overall 
prionty sector ceiling ot 40 per cent or the 
sub ceiling of 18 per cent for agnculture 
Earlier indirect cr^it given to agnculture 
was included in pnonty sector credit simi 
larly, the definition of small scale industry 
was expanded to cover units with capital 
investment of Rs 75 lakh against the erst 
while Rs ^5 lakh—once again without 
changing theoverall ratios With sue h dctini 
tional changes which would automatically 
enable banks to fulfil the priority sector 
norms without involving themselves in ad 
ditional lending the RBI s bureaucratic pro 
posal that the banks prepare action plans for 
monitonng their sub target lor agricultural 


leiidingdunngl994 9Sisancye wash Simi 
larly whilcthcRBI $ increased assistance to 
the National Bank for Agriculture and Rural 
Development (NABARD) tor providing re 
finance support to primary lending institu 
tions IS indeed helpful (he more senous 
question is that relating to the institutional 
structure for rural lending which is in dis 
array Except in very tew areas credit co 
operatives arc weak the regional rural banks 
(RRBs) are in the red and commercial banks 
are withdrawing from rural lending In this 
situation one should not be surprised if 
pnvate moneylenders and moncylending 
organisations are eventually accepted by tbe 
government as the ultimate answer to the 
problem of rural finance putting the clock of 
progress back by many decades 

KARNATAKA 

Panchayat Election Fiasco 

THE Karnataka goveinment s decision to 
postpone the second round ot panchayat 
elections beyond June is a clear case of 
flouting the Constitution and distorting the 
Supreme Court niling with impunity while 
keeping just within the plane of legality 
That there have not so far been attempts by 
opposition parties to mobilise large scale 
mass based protest about this blatant dis 
regard of democratic practice is a sad com 
mentary on current political ethos 

On April 10 less than two weeks after the 
state election commission had announced 
the new dates for the postponed elections to 
the /ilia parishad and the taluka panchayats 
the state governor promulgated an ordi 
nance amending sections ot the Karnataka 
Panchayat Raj Act relating to reservation 
for backward classes Following this the 
state government promptly constituted a 
one man commission to work on delimita 
tion of constituencies and postponed the 
elections much to the dismay ot the gover 
nor The state government s argument is 
that according to the older reservation 
policy the state act provided tor 11 per 
cent reservation for backward classes The 
new policy adopted by the government 
recently extends the reserved quota to 50 per 
cent 

The sequence of events and the rcsigna 
tion of the panchayat raj minister M Y 
Ghorpadc—for failing to keep his promise 
of holding the panchayat elections before the 
end of May—tell a different tale The new 
policy based on the recommendations ot the 
Chinnappa Reddy Commission was adopted 
by the government two day s at ter the dates of 
the panchayat elections were announced 
Following this Ghorpade clarified that al 
though the giam panchayat elections had 
been conducted on the basis of the 1986 
policy ot reservation the current round would 
be according to the new policy which he said 
extended the reservations He implied that 


the Panchayat Raj Act stipulated that reser¬ 
vations should be according to the 1986 
policy or any order which might replace it 
Thechanged policy now compartmentalised 
fourcategones most backward classes, more 
backwardclasscs backwardclassesandoccu- 
pational groups with 75 per cent of the 
reservations going to categones one, two 
and four and 25 per cent to category three 
Ghorpade held that postponement of elec¬ 
tions was not necessary for recategonsing 
the reserved seats Moreover the state elec¬ 
tion commission had pointed out earlier that 
unless elections were held before June they 
would have to be postponed until next year 
because of the monsoons the assiembly elec 
tions in November followed by the forma 
tion of the new government etc TheMoily 
government s insistence on postponing the 
elections is obviously motivated by different 
considerations 

For one thing not so very long ago, 
Veerappa Moily in order to quell the dissi 
dence within the party had to constitute a 
jumbo c abincl in an attempt to accommodate 
the various power groups Even so the Con 
gress in Karnataka is beset with problems, 
some internal and others c luscd by the fact 
that Molly has been unible to keep the 
promise of cffcttivi leave alone efficient 
andcoiruption ficc government Moilyem 
barked on a tourol the state to eampaign for 
the panehayat elections after the dates were 
announced and it is significant that the post 
ponement came soon after this In fact the 
announcement ot the new reset vation policy 
only narrowly escaped violating the code of 
conduct laid down by the election commis 
Sion bet luse the election notification had 
not been issued ilthough it wasdcarly a pre 
election ploy to c ipture votes But that this 
was not sufficient must have been obvious to 
Molly 

The lack ot mass mobilisation on the 
issue IS indeed a cause tor dismay Clearly 
the long years ot an institutionalised dem 
ocratic system has meant that it is possible 
tor those in power to distort democratic 
principles even while sticking to the legal 
requirements These distortions cannot be 
opposed by recourse to the courts alone A 
further proof of the need tor such a move¬ 
ment lies in the fact that the Karnataka 
government has neglected to constitute a 
finance commission to take care of the 
finances of the local government thus vio¬ 
lating the requirements of the State 
Panchayat Raj Act Without such a com¬ 
mission in place ad hoc financial arrange¬ 
ments arc being adopted which will make a 
mockery of effectualising local govern¬ 
ment Thus if the 73rd constitutional amend¬ 
ment IS to really lead to the empowerment 
ot local governments and not in fact to an 
apparent demonstration ot the inability of 
people to handle the affairs of government 
at the local level there has to be more than 
formal criticism and protest 
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INDIAN WORKERS IN WEST ASIA 

Paying with Hieir Lives 

AN CKtrcmcly disturbing aspect of the Indian 
emigraiton to the Gull has tor long been that 
living and working comlitinns of our emi 
grant workers in that tcgion are to say the 
least extremely difficult How hazardous 
these conditions are stares one in the face 
when one reads the suo moiu statement in 
parliament by R L Bhatia ministcrof stale for 
external affairs, on the evacuation of Indian 
citizens from war tom Yemen Hopelully 
belated though the government action has 
been in this regard, it will be possible to 
evacuate all of our citizens exposed to nsk of 
life in either part of Yemen 
But the hazards to our emigrants to the 
Gulf arise not so much out of the sort of 
conflict that has cropped up now in Yemen 
or that arose between Kuwait and Iraq four 
years back The continuing hazards our emi¬ 
grants face arise from their living and work 
ing conditions and this comes out from the 
figures the minister gas e in the course of his 
statement to parliament about the deaths of 
our emigrants and their causes 
According to Rh itia.outof a total of I SXl 
bodies or mortal remains shipped hack from 
west Asia during l‘)91andupta April 1994 
(i e in some 16 months) only 982 deaths 
were due to natural c auscs the balance were 
due to accidents (^06) suicides (81) mur 
ders (9) and executions (1) 1 bus close to 40 
per cent of the deaths of out emigiants in 
west Asia were due to unn Uuial causes chief 
of them being accidents The minister did 
say that Indi m missions in the region do try 
to obtain c ompensatioii tnd carl y sctllcinent 
of legal dues howc vc r complicated the for 
malities andevengase i figure of the amount 
repatriated as compensation in 1991 
namely, Rs 8 47 ciorc i c Rs 1 5 lakh per 
death on aycrage a rather small amount 
remembering what expenses an emigrant 
incurs and what hts death means to his family 
in purely financial terms 
The fact remains that deaths fiom causes 
othei than natural arc far too high to be 
slurred over It is not clear whether or not 
members of parliament rcac ted strongly to 
the disclosures hut it is not a matter they can 
allow lo rest Several questions arise llow 
many of the accidents wcic work related' 
What was the natuic ol non woik iclatcd 
accident deaths’ How do the ligurcs for 
Indian emigrants compare with those fo' 
emigrants to west Asia from other i ountrics 
say. Pakistan and the Philippines ’ Is not the 
suicide rate among Indian emigiants rathei 
iiigh'’ Arc not these suicides mostly |ob 
elated ’ 

Bhatia s statement docs not give the im- 
aression that the government is fully aware 
>f the enormity of the situation Nor is the 
iffoit of our missions in the region, as re 
lected in the figure of compensation amount 


obtained sufficiently reassunng The govern¬ 
ment cannot be allowed to wallow in the 
inflow of the large annual remittances and 
not attend to the lives lost in the process of 
earning these remittances 

STOCK MARKETS 

Wrong Signals 

THE altitude of the aulhontics in regard to 
thegoings on in the slock market can only be 
described as curious The finance minister 
has repoitcdly directed the Secunties and 
Exchange Board ofIndiafSEBDtorestait the 

badia system of forward transacuons in 
some form or the other The government, it 
seems refuses to learn any lessons from the 
massi VC fi aud in set unties and banking trans¬ 
actions in 1991 92 on which the country has 
before it the report of a joint parliamentary 
committee fJK') The report had found that 
despite repeated wai nings by the governor of 
the Reserve Bank of India (RBI) and the 
chairman of STBI the ministry of finance 

did not address themsci ves senously to c heck 
the unhealthy trend believing this phenom¬ 
enon to be a beneficial consequence of their 
policy 

When the BSE sensitive index (base 
1978 79=100) shot up from 191S at end- 
December 1991 to 4 546 on Apnl 2 1992, 
SEBl had warned the finance ministry of the 
hyper heating of ihe market and attributed it 
to the entire system of badia trading As itdid 
not have the powers itself, SEBI had wanted 
the finance ministry to suspend trading in 
carry forward transactions Nothing was 
done but when the bubble finally burst the 
govcinment was forced to vest SEBI with the 
necessary statutory powers SEBI found that 
brokers continued to build up large specula 
live holdings and persist in a vanety of 
malpractices without the stock exchange 
authorities lifting a little finger Incidentally, 
we now hav e It on the authority ol the former 
executive director of the Bombay Stock 
Exchange (BSE) that the Indian secondary 
market in securities continues to be affected 
adversely by malpiaciices like lack of trans 
parcncy insider tiading, manipulation of 
puces proliferation of odd lots, inadequate 
protection to clients in case of defaults by 
stuck brokers etc' 

SEBI was thus on stiong ground when it 
banned forward trading in December last 
year However apart fiom stockbrokers and 
other speculators who were understandably 
peeved at SEBI chairman G V Ramaknshna' s 
tough stand and his proposal for replacing 
badia with a system ol futures and options, 
the government too could not stomach his 
independence Ramakrishna's removal from 
the chairmanship of SEBI was received with 
relief by brokers and there was a significant 
improvement in share prices 

In the meantime, with sizeable foreign 
funds flowing into the stock exchanges and 


the exaggerated expectations aroused by the 
finance ministry in regard to the liberalisation 
process and the I994-9S budget the BSE 
sensitive index again reached a high of4299 
on February 28 While the index has since 
ruled lower, even at its present level the P/E 
ratio for the JO scrips comprising the sensi¬ 
tive index stands at 47 
Overall the banning of 'badia' trading has 
introduced a measure of sobnety into share 
market operations Almost for the first time 
in (he history of the BSE, the gross turnover 
in non specified senps has crossed that in 
specified senps, thus confirming (hat the 
bulk of the transactions in the latter were 
speculative The gross turnover in non- 
specified shares in Apnl was Rs 2,298 crore 
as against Rs 1,031 crore in specified senps 
in November 1991, by contrast, the gross 
turnover in non-specified shares was Rs 1.307 
crore or just 24 per cent of that in specified 
senps at Rs 5,501 crore Even in February 
this year—that is, before the cleaning up of 
the earlier speculative holdings had been 
completed—the gross turnover in non-speci- 
fied shares remained lower ai Rs 3,915 crore 
or 72 per cent of that in specified shares The 
significant diversification of the pattern of 
investment in shares reflected in the change 
in the relative turnover in specified and non- 
specified shares should be a boon for me¬ 
dium-sized companies and also portends a 
more healthy development of the capital 
market Besides, a major qualitative differ¬ 
ence between when ‘badia’ transactions were 
prevalent and now is that about 85 per cent of 
the transactions then were for carrying for¬ 
ward deals whereas an equal proportion 
now result in cash delivery The emerging 
siiuatiun IS akin to what obtains in the more 
advanced markets, in the US, for instance, 
more than 85 per cent of transactions result 
in cash delivery Many of the malpractices, 
including insider trading and kerb dealings, 
arc also reported to have faced some restraint 
alter the ban As brought out in the JPC 
report, (he SEBI was convinced that the root 
problem of secondary share market opera¬ 
tions was the archaic badia system which 
provided share brokers with tremendous 
clout and resources Obviously, the alterna¬ 
tive in the form of futures and options has to 
await the advent ol screenbased and scnpless 
trading As an interim arrangement SEBI 
has proposed a system of limited carry- 
lorward transactions w*th fairly stiff margin 
requirements and also equal treatment of 
bears and bulls, but the stock exchanges have 
refused to fail in line 
Against this bac kground when (he newly 
created supervisory body was stnving to 
confront the brokers as a class with a vested 
interest in the badia system the finance 
ministry has once again sent out wrong 
signals to the market and the community at 
large The failure of the Vidcsh Sanchar 
Nigam Euro I ssuc has been erroneously attn- 
buted to the so-called depression in domestic 
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1 I ^ I I t ij. (hi more lunditncn 
I il niuro uonomii labors flavin)! MUu 
loiii iLitiil m independent SbBI lom 
niiinK ilioiis lioni the linance minister and 
his ininistiv to this hodv should he trans 
p in ni so that there is no day to day inter 
II p lo It istotheeredit of 

il SLBI II ii ii niii^idiin ihedlioinihi 
uiisMvesKuniiissi. tin Theeredibilivithis 
g lined IS a icsiilt needs to he* nurtured not 
undermined 

\SI V 

Commercial Viability 

THt sueecsslul launeh of the Augmented 
Satellite Launeh Vehicle (ASLV) and the 
115 kg satellite it earned into what is referred 
tu as a high perlormanee low earth orbit on 
May 4 has received wide notice and acclaim 
as having established once and for all the 
autonomous Indian launeh capability in re 
gard tu vehicles and orbits of this class 

It one* s only source of information on the 
sub)eet wire the budget documents, one 
would he wondenng why so much was being 
made* ol the recent launch According to the 
1 xpenditure Budget (1994 95) Volume II a 
m ijor milestone in the Indian space 
programme was achieved with the success 
ful launch of the third development flight ot 
ASLV D^iromSrihankotaonMay 20 1992 
ASLV successfully injected SROSS C 
satellite into orbit It the earlier launc h was 
successtui md the one executed this time 
was lust I lepeat why the song and dance 
about It’ The tact is that only now has 
genuine sue cess in the form of what has been 
described as a text book launch been 
achieved I he earlier I lumh had virtually 
aboited liter the lust two stages and its 
p IS lo id had been disgorged in a lower orbit 
Obviously anothci launc h had tu he made to 
establish the lapabihtv But the question 
lemiins Why arc our scientists so quick lo 
claim premature success'That however is 
for the SI icntists to soit out among them 
selves 

What should be ol interest to the general 
publu isthei laimnow being pul out that oui 
spill lull y ISRO has ptoven not only Its 
tee hnu I capability but also its ability to do 
Its task at the lowest cost Has it’ It is 
leportid that the AM V c in deliver payloads 
inlowc irthorbitsataioslotS 17 6(X)pcrkg 
as against S 50 580 per kg in a comparable 
launch vehicle called Scout It is not clear 
how the costing h is been done with respect 
lo ihi ASI \ s I lunch but even assuming 
that It will launch a payload ot 150 kg (the 
latest launch earned a payload ot only 11S 
kg) the amount the space agency wilt rccov- 
c rat the lateol 117 600 per kg works out to 
Rs 7 90 crorc as igainst the original sane 
Honed cost of the AM V project ot Rs 17 98 
crorc (the ictii il cost ol the project has been 
probably tar in excess ot that) In addition, 
one has to i ike note ol the cost ol the satcl 


litcs I lunched and lost not to speak of the 
overheads ot an organisation that will cost 
the exchequer Rs 755 crorc in 1994 95 
The point is that while to some the cstab 
hshment ot the launch capability is an end in 
Itself and worth any expense, however high 
1 11 he i ommercial viabi lity ot the programme 
ilso sought to be established, a far greater 
inuniiii ol 0 | histicatio) » II b< illid for 
than IS in evidence The space agency ISRO. 
has failed to establish its commercial creden 
tials so far Hopefully its new commer¬ 
cial arm ANTRIX, will work out its 
costing properly before it starts peddling its 
products 

DbLHI 

Environmental Facade 

ALTHOUG H only a few months old, the B JP 
government of Delhi has already somewhat 
fouled up Its image over an apparently non- 
political issue by resorting to what its leaders 
in their evangelical zeal may regard as a 
reformist measure but which threatens to 
alienate a large number of their followers in 
the capital in the long run 

Fhe controversy over the BJP govern¬ 
ment s decision to clean up the Idgah ahat 
toir in the old city and the ensis generated by 
It m the meat market of the capital indicate 
the trap which the BJP has got itself into On 
the one hand it is bound by its obligation to 
adhere to the principles followed by the 
RSS VHP ideologues (who strongly stress 
vegetarianism as a food habit) and, on the 
other hand it has to take care of the tradition 
al food habits of its north Indian Hindu 
voters (most ot whom are non vegetarians) 
Incidentally contrary to the impression 
created by the BJP RSS VHPpoliticiansthat 
the majority of Indians are vegetarians the 
latest survey by the Anthropological Survey 
ot India—contained in the recently pub 
lishcd 10 volume People of India —clearly 
shows that only about 20 per cent of 
the various Indian communities arc vegetar 
lars T he ASI report observes “We are 
largely a drinking, smoking and meal- 
e iting people 

The BJP government is armed by an order 
from the Delhi High Court which has ruled 
that the number ol animals slaughtered at the 
Idgah should be reduced from the daily 
12 OIK) to 2 500 to prevent unhygienic con¬ 
ditions created by the accumulation ot car 
casses in a crowded place which also results 
in the cuntaminaiion of the meat While 
everyone would agree that the filth in the 
slaughter house should be removed and that 
contaminated meat should be stopped from 
reaching the retail shops, the BJP govern¬ 
ment s decision to make this a priority item 
on Its agenda of reforms gives nsc to several 
suspicions First a large number of butchers 
al the Idgah abattoir are Muslims Some 
years ago during communal riots in old 
Delhi, they were the mam targets ot RSS 


arsonists, who set fire to the abattoir as a 
result of which their business suffered The 
BJP government s latest move to curtail 
their business, backed bv a court order this 
time, has quite understandably made the 
Muslim community suspicious But they are 
not the only victims A large numbw of 
Hindus—suppliers ot animals to the butch¬ 
ers as well as traders in the wholesale and 
ntiil maikct u also affected by the 
government s ctecision, not to speak of the 
meat caters among the capital's Hindu citi¬ 
zens who for the last one month have been 
going without meat (because of a strike by 
the butchers in protest against the officiid 
measure), and may have to sjthnd more to 
buy meat when it is available, because of 
short supply due to the court-enforced res- 
tnction on the slaughter ot animals at the 
abattoir 

The BJP government is defending its 
decision with the populist appeal of pro¬ 
tecting meat-consumers from contaminat¬ 
ed meat which, it claims, is being supplied 
by the Idgah abattoir But curiously enough, 
the BJP ministers have refused to lift a little 
finger to bring about the long overdue 
reforms in Delhi's hospitals where human 
lives are endangered every day by unhy¬ 
gienic conditions, contaminated equipment 
(including syringes and even donated blood 
found later to be AIDS infected) and the 
carelessness of the doctors—recorded re¬ 
gularly in the newspapers Even when the 
BJP supporters were coming out with let¬ 
ters in these newspapers shedding tears 
over the slaughter of innocent animals at 
the Idgah abattoir, and urging their govern¬ 
ment in Delhi not only to ban the killing of 
goats, but also chicken, over 200 members 
of their own fold—devout Hindus—were 
being hospitalised after eating holy ‘prasad’ 
to chants of the BJP slogan 'Jai Sn Ram' in 
the east Delhi colony of Shastn Park during 
the Ram Navami celebration on April 20 
Soon after that, in another BJP-rul^ state, 
Rajasthan, at least six people died of sus¬ 
pected food poisoning and 160 were taken 
ill after taking 'prasad' at the famous Kela 
Devi fair in Sawai Madhopur on April 28 
Surely these 'prasads' did not come 
from the Idgah abattoir They were pure 
vegetarian 

The BJP IS apparently more concerned 
about the future of its own selected animals 
than the plight of human beings Significant¬ 
ly one of the first bills proposed and passed 
by the BJP-headed Delhi assembly is the 
Delhi Agnciiltural Cattle Preservation Bill, 
which envisages total prohibition of the 
slaughter ol cows, calves, bulls and bul¬ 
locks This would deprive the poor (includ¬ 
ing the 'dalits' and the Muslims) of die meat 
trom these ammals which has been the mam 
source of cheap protein for them It is obvi¬ 
ous that the pseudo-environmental concerns 
of the BJP actually conceal the Hindu com¬ 
munal urge to hit the economic interests of 
the minority communities 
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IN THE CAPITAL MARKET 


EFW Rcscvch FoiuKlalkMi 


kinlac Granston 

AFTER acquiring a newly established 100 
per cent export oriented unit for the manu¬ 
facture of granite slabs from Srividya 
Granite Tile Exports, Inlac Granston now 
plans to modify and expand the existing tile 
plant and also put up a slab plant to cater to 
the entire range of piixlucts for customers. 
The unit which is situated in Dharmapuri 
district of Tamil Nadu presently ha.s a capa¬ 
city to manufacture 84,420 sq mtrs of gra¬ 
nite slabs of300 mm X 300 mm and 300 mm 
X 600 mm sizes per annum. Under phase 
one of the expansion project the company 
plans to install a slab plant with a capacity of 
|33.000 sq mtrs and also manufacture tiles of 
higher size up to 400 inm X 600 mm. The 
second phase of the project envisages in¬ 
creasing the capacity of the newly installed 
slab plant to 66.000 sq mtrs and also install¬ 
ing flaming machines for flame finish tile.s/ 
slabs. The new automatic tile plant will be 
supplied by Eisenwerk Henscl of Germany 
while the automated slab plant will be sup¬ 
plied by Mordenti of Italy. The company 
which enjoys equity participation by Olym¬ 
pia Finance. Ireland and Plattyen Invest¬ 
ments. Vaduz has already started produc¬ 
tion and had exported go^s worth Rs 2.9 
crore up to September 1993. Further, it has 
also entered into a marketing tie-up with 
Hofeo Naturstcin Vertriebs of Germany for 
at least SO per cent of its production To part 
finance the project the company is entenng 
the capital market with a public issue of 
50,00.000equity shares of Rs 10 each at par. 
The issue which will open for subscription 
on May 30 will be lead managed by SBI 
Capital Markets and Bank of Baroda. 

Orton Synthetics 

Orton Synthetics is setting up a composite 
project tor the manufacture of texturised/ 
twisted/fully-drawn polyester filament yam 
with a capacity of9,280 mt per annum along 
with a weaving complex with a capacity of 
269 looms for pioduung 154 lakh metres of 
cloth per annum with processing capacity 
for approximately 250 lakh metres of cloth 
per annum. Partial commercial production 
of the weaving section is expected to com¬ 
mence in the third quarter of this year while 
the fahne division is expected to achieve 
rated capacity progressively during the fourth 
quarter. The project will be entitled for 
benefits of the 1993 scheme of incentives as 
it is located at B,iramaii which is a govern¬ 
ment declared ‘C‘ category backward area. 
To part finance the Rs 76.7 crore project the 
Mimpany plans to tap the capital market 
with a public issue of 2,25,86,700 equity 
iharesofRs lOeachalaprcmiumofRsSper 


share out of whKh 88,86,700 equity shares 
have been re.served for NRIs, Indian mutual 
funds, foreign institutional investors and 
Indian financial institutions. The issue which 
will be lead managed by SBI Capital Mar¬ 
kets and Allbank Finance will open for 
subscription on June 2. 

Premier Aqua Farm 

Premier Aqua Farm is .setting up a semi- 
intensive aqua culture farm with a capacity 
of 400 tonnes of shrimp per annum at 
Kanuparthy village in the Prakasham dis¬ 
trict of Andhra Pradesh The company has 
been promoted by C Anil Kumar who has 
considerable experience in deep-sea fish¬ 
ing. The company plans to cultivate white 
prawn and black tiger prawn which requires 
highly scientific and modem techniques for 
ensuring consistently high yield, size and 
quality. It has also entered into a technical 
assistance and 100 per cent buy-back ar¬ 
rangement for a period of eight years at the 
prevailing market price with ITC. Commer¬ 
cial production is to commence in Decem¬ 
ber this year. To part finance its project the 
company plans to tap die capital market 
with a public issue of equity shares aggre¬ 
gating Rs 3.63 crore. 

Pentafour Solec 

Belonging to the Pentafour group, Pentafour 
Solec Technology is .setting up a project for 
the manufacture of solar photo voltaic mod¬ 
ules of various capacities ranging from 2 
watts to 100 watts based on a highly innova¬ 
tive and new concept of solar technology. 
The project which will have an install^ 
capacity of 3 mega watts is expected to 
commence commercial production by 
October this year. The company has entered 
into a technical assistance and buy-back 
agreement with from Solec International of 
USA. The technical agreement is for a 
period of five years dunng which time the 
entire technology will be transferred includ¬ 
ing future developments. In addition to the 
technical collaboration agreement the for¬ 
eign collaborator will also have a 23.4 per 
cent stake in the post equity capital of the 
company as against the 37.6 per cent stake 
of the Indian promoters. To part finance the 
project the company plans to tap the capital 
market with a public issue of equity shares 
at p.ir aggregating Rs 2 93 crore on May 27. 

Dravya Industrial Chemicals 

Dravya Industrial Chemicals (DIC), of the 
HAMCO group, is engaged in the manufac¬ 
ture of lead and lead alloys. The company is 
entering the capital market on May .30 with 


a public issue of 290 lakh equity shares of 
Rs 10 each at par to part finance its expan- 
sion-cum-modernisation programme. The 
programme undertaken by the company will 
have a total outlay of Rs 40 crore and 
envisages the setting up of two units for 
manufacturing Icad/lead alloys at Vapi and 
Sarigam with an installed capacity of 7,200 
tonnes per annum at each unit, aggregating 
to 14,400 tonnes per annum. Further in 
order to establish itself as a marketing 
organisation to cater to the requirements of 
industrial customers, the company is setting 
up sales offices all over the country and also 
at the international level. HAMCO, the 
parent company, is also transferring its 
marketing rights to DIC. The Sarigam unit 
is expected to become operational from 
April 1995 and trial production has already 
commenced at the Vapi unit. 

Industrial Oxygen 

Promoted by Lalit Kumar Jain and associ¬ 
ates, the 30-year old Industrial Oxygen Com¬ 
pany plans to enter the capital inaiket soon 
with a public issue of 22.4 lakh equity shares 
of Rs 10 each at a premium of Rs 130 per 
share. The company is presently engaged in 
the manufacture of industrial gases, air sepa¬ 
ration plants, nitrogen PSA plants and LPG 
cylinders and has manufacturing facilities 
at 11 locations throughout the country. It is 
now setting up two projects at an estimated 
cost of Rs 42.5 crore at Wardha and Butibori 
in Maharashtra for the manufacture of in¬ 
dustrial gases. The company is also imple¬ 
menting two industrial gases project at 
Karjan and Jejuri at a total outlay of Rs TO-i 
crore. Thcissueisalsoforrepayingitsexisting 
term loan and defened payment guarantee aiid 
for augmenting its working capital require¬ 
ment. The Wardha project was expected to go 
on sueam last memth while the Butibori project 
IS scheduled for April 1995. 
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CURRENT STATISTICS 


EPW Research Foundation 


M.icr.) CLonomiL imbal.uices are persisting in the new fiscal year The rate of infiaiion has atcelerated with the composite index for food items 
using h> 1 2 pcrimt in just one month The reserve iiione> growth of S S percent in the first three weeks of 1994 95 should similarly be a inaticr 
li>r lonccm Commoditywise trade data show a growing proportion ol capital goods in total imports 


Macit)economic Indicators 


Index Numbers of Wholesale 
Hrices (1981 82 100) 


Weights Apnl 10, 
1994 


Variation ( Per Cent) Poin t to Point 
Over 12 Months Fiscal Year ^Far 1991 94 1992 91 
Latest Previous 1994 95 1991 94 


1991 92 


Ail C ommoditics 

100 0 

261 9 

1 4 

110 

69 

1 9 

1 1 

102 

7 0 

116 

12 1 

Pninary Articles 

121 

265 9 

1 6 

11 1 

16 

26 

07 

11 6 

10 

15 1 

17 1 

Food Articles 

174 

289 9 

1 7 

62 

5 5 

30 

1 5 

48 

75 

209 

189 

Non Food Articles 

10 1 

285 9 

20 

26 5 

— 

25 

-07 

24 2 

1 4 

8 1 

19 3 

Fuel Power 1 ight and 1 uhneanis 

10 7 

278 0 


104 

17 7 

— 

01 

13 1 

152 

if 2 

144 

Manulaclured Prixlucls 

57 0 

2567 

1 5 

99 

69 

20 

1 9 

88 

79 

12 6 

89 

Fixxl Pioducis 

101 

259 7 

26 

124 

59 

35 

18 

11 8 

68 

102 

112 

Fond Index (computed) 

27 5 

278 8 

20 

8 1 

56 

12 

21 

7 1 

58 

17 2 

16 8 


Cost of 1 ising Indices 


l>atesl _ V analion (PerCenlt. Point t o P oint __ 

Month Over Over 12 Momhs Fiscal Year So Far 1992 91 1991 92 1990 91 1989 90 
Month Latest Previous 1991 94 1992 91 



Apr 15 

Money and Banking (Ks crore) 1994 


Money Supply (Ml) 448224 

Currency with the Public 87182 

Deposits with Ranks 157199 

Net Bank C redit to Oovt 211529 

Rank Credit to CommI Scctoi 242176 

Net foreign exchange assets of the 
banking sector S4592 

Keserse Money (Apnl 22 94) 146109 

Net RBI Cixdit to Centre (Apr 21 94) 99157 

Scheduled Commercial Banks (Apr 29,94) 
Deposits 124859 

Advances 167779 

Non fiKid advances 157613 

Investments 141494 


Over 

Fiscal Year So Far 

1991 94 

1992 91 

1991 92 

Month 

1994 95 

1993 94 




15572(16) 
1750(4 5) 
9848 (2 8) 
7668 (1 8) 
6464(2 7) 

16178(17) 
5015(61) 
9848 (2 8) 
7420 (16) 
6284 (2 7) 

18171(5 0) 
1874 (5 7) 
10945 (17) 
6144(16) 
9221 (4 3) 

65827(179) 
15159(22 2) 
50112(169) 
27621(15 7) 
15577(7 1) 

49344(15 5) 
7175(117) 
41741 (161) 
17975(11 4) 
12141(17 1) 

51653(194) 
8050(15 2) 
41192 (20 5) 
18070(12 9) 
16225(94) 

3728 (7 1) 
4871 (14) 
1642(1 7) 

865(1 6) 
7687 (5 5) 
2594(2 7) 

794 (3 2) 
12018(108) 
11020(114) 

25912(103 8) 
26577(24 0) 
1334(1 4) 

3747(17 7) 
11274(11 1) 
2175 (2 1) 

21205(1004) 

11726(124) 

5904(67) 

-513 (-0 2) 
-457 (-0 1) 
I169( 07) 
5948 (4 4) 

11045 (3 5) 
4157 (2 5) 
4918(3 2) 
9101 (69) 

6910(26) 
1817 (2 5) 
1168(2 2) 
187 ( 0 4) 

45242(168) 
11640(7 7) 
7476(51) 
26717 (25 3) 

37814(164) 
26190(21 0) 
24117(201) 
15460(17 1) 

38216(19 8) 
9291 (8 0) 
120922 (8 4) 
15011 (202) 


Index Numbers of Industrial Weights 
Production (1980 81=100) 


Dec Ave rage fo r Fiscal Year So Far _ _Vanation (Pet Cent) Fiscal Year Aver ages _ 

1991 1991 94 m2 91 1992 91 1991 92 1990-91 r989 90 1988 89 1987 88 1986 87 



Capital Market 

May 20 
um 

Month 

Ago 

Year 

Ago 

Trough of 
1991 

Peak of 
1991 

1992 91 

End of Fiscal Year 

1991 92 1990 91 1989 W 

00 

0 * 

list Scnsilivc Index (1978 79 

1()0) 1784 

1779 

2158 

2017 

“ 1455 “ 

2281 

4285 

1168 

781 

714 


(+0 1) 


1 11 4) 



(46 8) 

(266 9) 

(49 6) 

(9 4) 

(79 4) 

National Index (1981 84-l(X)) 

1810 

1817 

1085 

914 

1659 

1021 

i%8 

589 

421 

172 


t 0 4) 


( 10 0) 



(-48 1) 

(214 1) 

(19 9) 

(112) 

(761) 


Lxltmai Sector 


Fxports Rs crorc 
US 5 inn 
impoils Rs crore 
US $ mn 

Ralanieol Trade Rsciore 
US $ mn 


knreign Exchange Reserves 


Rs crore 
US $ mn 


Apr Jiin 


16071(19 8) 
5127(27 8) 
17018(6 5) 
5429 ( 2 7) 
945 
102 


1991 94 Quarterly Data 
July Sept Oct Dec 


16188(77 0) 
5224(15 2) 
16825(5 8) 
5161 (-4 I) 
417 
119 


16721 (29 4) 
5110(17 8) 
17614(11 I) 
5621 (2 9) 
-911 
291 


Jan Mar 


20165(27 I) 
6492(21 5) 
21129(18 I) 
6799 (114) 
-964 
-107 


Fiscal Year So Far 
1992 91 


1991 92 


69547(10 4) 
22171(20 4) 
72806(15 7) 
21212(6 8) 
1259 
1019 


51151 (21 I) 
18421 (1 1) 
62921(11 5) 
21726(11 8) 
-9 572 
1 105 


44042 (15 1) 
17866 ( 1 5) 
47851 (108) 
19411 (-194) 
1809 
-I 545 


Fiscal Year So Far 
1994 95 1991-94 


VanaiiojiQver ___ 

1991 94 1992 91 1991 92 1990 91 1989 90 1988 89 


1 1619 

27410 5^ 

! 507 

8724 I 


221 -1181 

181 -1117 


-795 -647 

-854 -1186 


1248 


Economic and Political Weekly May 21.1994 

























Foreign 'Rade 











Co—odHy Compoiltlon of 
ImportiandEzp— 

Aoril-Jamiarv 

1993-94 1992-93 

1992-93 

1991-92 

1990-91 

RsCr 

US $mn Rs Cr 

USSmn RtCr 

US $mn Rs Cr 

US Smn 

RsCr 

USSmn 1 

IiapMta 1 

Pood and uvo animals 

1226(2.1) 

391 

1335(2.6) 

467 

1843(2.9) 

636 

804(1.7) 

326 

917(2 1) 

511 

chiefly for food I 

Pulses 

447(0.8) 

143 

274(0.5) 

96 

316(0.5) 

109 

255(0.3) 

104 

481(1.1) 

268 

Cashewnuts, raw 

334(0.6) 

107 

279(0.5) 

98 

360(0.6) 

124 

267(0.6) 

108 

134(0.3) 

75 

Cnide maicfiali inedible 1 

(A except foels 

3342(5.8) 

1066 

4226(8.1) 

1478 

4420(7.0) 

1526 

3268(6 8) 

1326 

3363(7.8) 

1875 

Faitiliser cnide 

324(0.6) 

103 

403(0.8) 

141 

458(0.7) 

158 

455(1.0) 

185 

347(0.8) 

193 

Metalifen ores and I 

metal scrap 

1016(1.8) 

324 

1705(3.3) 

569 

1792(2 8) 

619 

1175(2.5) 

477 

1528(3 5) 

852 

Mineral Aids, lubricants 1 

and related materials 

16176(28.1) 

5158 

15129(29.0) 

5291 

18532(29 5) 

6399 

14160(29 6) 

5744 

11606(26.9) 

6468 

P^roletim, erode and 1 

products 

15007(26.0) 

4785 

13992(26.8) 

4893 

17153(27 3) 

5923 

13123(27.4) 

5323 

10816(25.0) 

6028 

Animal and vegelable dlSa I 

fots and waxes 

136(0.2) 

43 

158(0 3) 

55 

174(0.3) 

60 

249(0 5) 

toi 

326(0.8) 

182 1 

Chemicals and related | 

prodiy^ts 

7649(3.3) 

2439 

7792(14.9) 

2725 

8862(14.1) 

3060 

7526(13 7) 

3053 

5447(12.6) 

3036 

Oiganic chemicals 

2360(4.1) 

952 

1599(3.1) 

559 

1977(3.1) 

683 

1361(2.8) 

532 

1442(3.3) 

804 

Fertiliser mannfictutcd 

1764(3.1) 

562 

1920(3.7) 

672 

2020(3.2) 

697 

1591(3.3) 

645 

1141(2 6) 

636 

Manufactured goods chiefly i 

classified by materials 

12279(21.3) 

3915 

10094(19 4) 

3530 

12349(19.6) 

4264 

9193(19 2) 

3729 

8638(20.0) 

4814 

Pearls, precious/semi 1 

precious stones 

7190(12.5) 

2293 

5554(10.6) 

1942 

7011(11.1) 

2421 

4825(10.1) 

1957 

3738(8.7) 

2083 

Iron and steel 

1846(3.2) 

589 

1739(3 3) 

608 

2092(3.3) 

722 

1741(3.6) 

706 

1892(44) 

1035 

Non-feirous metals 

1245(2.2) 

397 

972(1 9) 

340 

1118(1.8) 

386 

839(1.8) 

340 

1102(2.6) 

614 

Capital goodi 

13346(23.2) 

4235 

10703(20.5) 

3743 

12926(20.5) 

4463 

10432ai.8) 

4232 

10463(24 2) 

3833 

MacUneiy except electrical 1 

and machine tools 

5023(8.7) 

1602 

3858(7.4) 

1349 

4866(7.7) 

1680 

3593(7.5) 

1458 

3768(8.7) 

2100 

Transport etpilptnent 

2261(3.9) 

721 

1110(2.1) 

388 

1336(2.1) 

461 

915(1.9) 

371 

1670(3.9) 

931 

Project goods 

3345(5.8) 

1067 

3094(3.9) 


3460(3.5) 

1195 

3625(7.6) 

1471 

2551(5.9) 

1422 

Others 

3516(6.1) 

1121 

2711(5.2) 

381M6.1) 

1317 

2220(4.6) 

900 

2431(5.6) 

1355 

Tool 57649(100.0) 

18381 52149(100.0) 

18237 62923(100.0) 

21726 47851(100.0) 

19411 

43193(100 0) 

24073 

Exports 

Food and live animals 

chiefly for food 

8650(15 5) 

2738 

6133(14.6) 

2145 

7792(14.6) 

2690 

6861(13.6) 

2783 

4665(14.3) 

2666 

Cashew kernels 

839(1.5) 

267 

620(1.5) 

217 

745(1.4) 

257 

672(1.5) 

272 

441(1.4) 

252 

Oil meal 

1803(3.2) 

575 

1090(2.6) 

381 

1339(2.9) 

531 

921(2.1) 

374 

609(1*) 

348 

Marine products 

1963(3 5) 

626 

1393(3.3) 

487 

1743(3.3) 

602 

1443(3.3) 

585 

960(2 9) 

549 

Beverages and tobacco 

114(0.2) 

36 

123(0.3) 

43 

158(0.3) 

54 

102(0.2) 

42 

70(0.2) 

40 

Crude materials, inedible 1 

oils except fuels 

3241(5.8) 

1033 

2086(5.0) 

729 

2831(5.3) 

978 

3022(6.9) 

1226 

2926(9.0) 

1672 

Iron OR 

1070(1.9) 

341 

843(2 0) 

295 

1102(2.1) 

381 

1433(3.3) 

382 

1049(3.2) 

600 

Mineral fuels and lubricants 

1078(1.9) 

343 

1136(2.7) 

397 

1379(2.6) 

476 

1022(2.3) 

415 

938(2 9) 

536 

Animal and vegetable oils, i 

waxes and fats 

261(0.5) 

83 

108(0.3) 

38 

143(0.3) 

49 

169(0.4) 

69 

89(0.3) 

51 

Chemical and chemical I 

products 

4792(8.6) 

1328 

.3341(8 0) 

1169 

4253(8.0) 

1469 

4146(9.4) 

1682 

2722(84) 

1553 

Dross, nhaimaceuticals 1 

and fine chemicals 

1600(2.9) 

510 

1254(3.0) 

439 

1524(2.9) 

526 

1550(3.3) 

629 

1014(3 1) 

380 

Dyes/imennediates 

929(1.7) 

296 

773(1 8) 

270 

958(1.8) 

331 

781(1.8) 

317 

442(1.4) 

253 

Plastic and linoleum 1 

products 

829(1.3) 

264 

312(0.7) 

109 

429(0.8) 

148 

276(0 6) 

112 

200(0.6) 

114 

Manufactured products class!- 1 

Tied chiefly by maierial 

31046(35.6) 

9899 

24006(57.3) 

8395 

30516(57 2) 

10536 

23540(53 4) 

9549 

17085(52 5) 

9764 

Leather and mfgs 

2194(3.9) 

700 

2091(5 0) 

731 

2512(4.7) 

867 

1984(4 5) 

805 

2566(7.9) 

1467 

Leather footwear 

1203(2.2) 

384 

943(2.3) 

330 

1181(2.2) 

408 

1143(2 6) 

464 

neg 

neg 

Gems and jewellery 

9887(17.7) 

3152 

6584(15.7) 

2303 

8839(16.6) 

3052 

6750(16 1) 

2738 

.5247(16 1) 

2999 

Rubber mfd produm 

670(1.2) 

214 

506(1.2) 

177 

647(1.2) 

223 

287(0.7) 

117 

270(0 3) 

154 

Primary and semi finished 1 

and steel 

1071(1.9) 

342 

343(0.8) 

120 

431(0.8) 

149 

226(0 5) 

92 

189(0.6) 

108 

Cotton yam fabriesfmadeup 

3907(7.0) 

1246 

3208(7.7) 

1122 

3929(7.4) 

1356 

3203(7 3) 

1299 

2100(6 5) 

1200 

Manmade yam, etc 

1113(2.0) 

355 

884(2 1) 

309 

1059(2.0) 

366 

821(1 9) 

333 

407(1 2) 

232 

RMG cotton tneiudins 1 

accessories 

4728(8.5) 

1507 

3941(9.4) 

1378 

5210(9.8) 

1799 

3754(8.5) 

1523 

2642(8 I) 

1510 

Capital goods 

3063(9.1) 

1614 

3995(9.3) 

1397 

4983(9.3) 

1721 

4054(9 2) 

1645 

3087(9 5) 

I7M 

Manufacture of metals 

1757(3.1) 

560 

1286(3.1) 

450 

1696(3.2) 

386 

1194(2.7) 

484 

819(25) 

468 

Machineiy and instiuinents 

1642(2.9) 

524 

1298(3.1) 

454 

1572(2.9) 

543 

1433(3 3) 

582 

1249(3 6) 

714 

Transport equipnient 

1480(2.?) 

472 

1223(2.9) 

428 

1519(2.8) 

524 

1224(2 8) 

496 

719(2.2) 

411 

Others 

1586(2.8) 

506 

943(2.3) 

330 

1294(2.4) 

447 

1125(2 6) 

457 

971(3.0) 

555 

Ekcuonic eoods 

785(1.4) 

250 

519(1.2) 

181 

612(1.1) 

211 

654(1.5) 

265 

417(1.3) 

238 

Total 35825(100.0) 

17799 41872(100.0) 

14643 53351(100.0) 

18421 44042(100.0) 

17865 

.3255.3(100 0) 

18604 


Nnus: (i) Supenci^ numeral denoiei month to which figuie mlata, e g. $uper»ctipt’ Mind for July, (n) Figures in brackets are percentages to total. 
(iU) menu not uvailaMe. 
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STANDARD INIXJSTRIES 

Inflatioiiary Pressures 

DESPITO a rise in turnover, Standard In¬ 
dustries, the flagship company of the 
Stanrose group, saw a fall in profitability 
in 1992-9T. For the six months ended 
September 1993 the company's profit¬ 
ability has fallen further with operating 
margin falling from 14 per cent for the 12 
months ended March 1993 to 11.8 percent 
for next six months. Despite the consis¬ 
tent fall in profitability the company has 
declared a bonus issue of one equity share 
for every two held during the period under 
review (the company changed its account¬ 
ing period ending from March to Septem¬ 
ber) resulting in an increase in equity 
capital by about Rs 9 crore. Further it 
also maintained the dividend rate at 
20 per cent. 

llie inflationary pressures on the com¬ 
pany's textiles division led toasqueezeon 
margins. Power rates increased from 
Rs2.0S per Kwh to Rs 2.18 per Kwh. 
Further, increased working capital require¬ 
ments as also the higher borrowings on 
account of the modernisation programme 
led to a sharp rise in interest charges. 
Following the installation and commis¬ 
sioning of 72 picanol air jet looms at 
Prabhadevi last year the company has also 
commissioned four VOUK draw frames, 
one autoconer each at the Sewree and 
Dewas units, one schlafliorst autoconer 
model 238 and 7 sohler airtext overhead 
cleaners for shuttleless looms. The com¬ 
pany is also extending the modernisation 
programme to the processing department 
by installing atmospheric jigger for bleach¬ 
ing and by undertaking modification of 
the yam dyeing plant. The company’s 
chemicals division was also adversely af¬ 
fected following the liberalised import 
policy and the fall in international prices 
of caustic soda, caustic potash and potas¬ 
sium carbonate. The prices of caustic 
soda fell so steeply in the international 
market that even with 83 per cent duty the 
landed costs were far below the produc¬ 
tion costs of many units in the country As 
against exports of Rs 3.3 crore for the 
whole of last year, exports for the period 
under review fell to a mere Rs 1 crore. The 
company's newly installed potassium car¬ 
bonate plant was in full operation dunng 
the period. 

To part finance its ongoing moderni¬ 
sation pAects the company plans to enter 
the international capital market with a 
euro issue of $ 30 million. The proceeds 
of the issue will also be used to repay/ 
prepay high cost borrowings and debts and 


meet long-term working capital finance in 
addition to financing other approved cor¬ 
porate purposes. 

INDIAN SEAMLESS METAL TUBES 

INversificatton Pays 

Indian Seamless Metal Tubes, the flagship 
company of the Indian Seamless group, has 
shown improved results for 1992-93. The 
company's strategy of establishing diverse 
interests in areas such as water drilling, 
mineral exploration, automobiles and bear¬ 
ings by widening the product range to in¬ 
clude a gamut of seamless hollows and 
tubes of 3,(XX) varying diameters (ranging 
from 6 mm to 200 mm) seems to have paid 
off over the years. 

Despite the severe recessionary trends in 
the engineering, automobile and bearing 
industries, the company’s net sales during 
the year rose by 18.7 per cent and operating 
profit increas^ by 40 per cent over the 
previous year. However, with interest char¬ 
ges rising by a sharp 74 per cent there was a 
lower increase in net profit of 18.5 per cent. 
The company’s performance in the past can 
be spoken of in superlatives—it was the sole 
supplier of customised pipes to priority 
sectors until recently; it was the first to 
manufacture cold pilgered tubes in carbon 
and alloy steels; and it was the first to 
manufacture 100 per cent import substitute 
seamless tubes for the bearing industry. 
During die year unckr review the company 
installed an additional roughing and round¬ 
ing mill which uses an induction heating 
furnace for heating the billets dius minimising 
material loss by way of scales. 

With the conversion of part B of the fully 
convertible debentures issued earlier, con¬ 
version of term loan from financial institu¬ 
tions (FIs) into equity shares and the allot¬ 
ment of bonus shares of the FIs against their 
entitlement there was a rise in the com¬ 
pany’s equity capital to Rs 7.6 crore. To part 
finance the modernisation of its plant and to 
upgrade technology the company, issued 
zero per cent fully convertible debentures of 
Rs 270each aggregating Rs 12.88 crore and 
16 per cent secured non-convertible redee¬ 
mable debentures of Rs 190 each with de¬ 
tachable warrants aggregating to Rs IS.I 
crore on rights basis. 

The devaluation of the rupee and its conse¬ 
quent conveitibility on the trade account has 
boosted the company's exports which rose by 
30 per cent over the previous year. This was 
despite the abolition of the International Price 
Reimbursemem Scheme (IPRS) for certain 
grades of tubes as also the considerable del^y 
in release of paynwnts due under IPRS. 
Realising the incrn«ed scope for exports as a 


result of the liberalisation scenario the compa-' 
ny has opened an office in Birmingham, Unit¬ 
ed Kingdom. 

With effect from September 1992, Indian 
Seamless Steels and Alloys ceased to be a 
subsidiary of the company following the 
former's public issue of partly convertible 
debentures which was oversubscribed by 
about eight times. The product quality of 
Seamless Ihbes and Technologies (India), 
an associate of the company, has r^rtedly 
been well received in the market following 
the successful implementation of its project 
for manufacturing cold formed rings. An¬ 
other associate company, namely, Indian 
Seamless Financial Services has doubled its ^ 
income and profit in 1992-93 and has re- ^ 
ceived category T classification as ‘Mer¬ 
chant Banker’ from SEBI. Meanwhile 
Taneja Aerospace and Aviation, an aircraft 
project in collaboration with Partenavia, 
Italy, which recently entered the capital 
market with a public issue is reportedly 
progressing well as is the trainer aircraft 
project in collaboration with National Aero¬ 
nautical Laboratory. 

The company earned a net profit of Rs 3 
crore on net sales of Rs 60.4 crore in the first 
six months of 1993-94. 

M ALWA COTTON SPINNING 

Market Constraint 

Promoted in the joint sector by Punjab State 
Industrial Development Corporation and 
Oswal Woollen Mills, Malwa Cotton Spin¬ 
ning Mills is engaged in the production of 
cotton carded yam, viscose yam, polyester 
viscose yam and acrylic yam. Improved 
demand and higher prwluction on increased 
capacity in 1992-93 helped the company 
post a 22.7 per cent higher net sales figure, 

A less than proportionate rise in operating 
expenses result^ in a 34.4 per cent higher 
operating profit. However, with the compa- 
ny achieving its highest ever production 
level during the year the rise in offtake was 
not proportionate leading to a build up of 
inventories (up 122 per cent over the pre¬ 
vious year) and this in turn has led to a steep 
rise of 77.8 per cent in interest charges. The 
completion of the company’s Paonta Sahib 
unit expansion further led to an increase in 
depreciation charges by 26.9 per cent with 
the result that the company’s net profit rose 
by only 16.9 per ceqj as compared to the 
shaip rise in operating profit, llie company 
rais^ the dividend level from 33 per cent 
last year to 37 per cent in 1992-93. 

Production of cotton yam during the year 
was higher by 11.3 per cent at 76.6 lakh kgs 
while that of other synthetic yams was high¬ 
er by 14.3 per cent at 86.9 lakh kgi. 
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Financial Indicators Indllrtriw 



Sept 

March 


1993 

1993 

IncoBK/apprapriatikina 



1 Netsai« 

17514 

34270 

2 Value of production 

18328 

33102 

3 Total income 

19112 

36285 

4 Raw matenals/stoKS and spares 



consumed 

6541 

12360 

5 Other manufacturing expenses 

5983 

10465 

6 Remuneration to enqiloyees 

2520 

4714 

7 Other expenses 

2004 

3094 

8 Operating profit 

2064 

4752 

9 Interest 

1382 

2861 

10 Grass profit 

1280 

2399 

11 Depreciation 

972 

1751 

12 Prayit before tax 

307 

643 

13 Tax provision 

0 

0 

14 Profit after tax 

307 

643 

19 Dividends 

187 

310 

16 ReUiined profit 

120 

333 

Liabilities/asseta 



17 Paid-up capital 

1873 

1873 

18 Reserves and surplus 

8470 

8575 

19 Long term loans 

10792 

10908 

20 Short term loans 

6000 

9343 

21 Of which bank boirowings 

4190 

3337 

22 Gross fixed assets 

35868 

35490 

23 Accumulated depreciation 

18480 

17592 

24 Inventories 

9095 

8174 

29 Total asseis^iabilities 

34313 

34313 

MbccUaneous items 



26 Excise duty 

1763 

3461 

27 Cross value added 

3757 

10309 

28 Total foreign exchange income 

2749 

6162 

29 Total foreign exchange outgo 

881 

3647 

Key financial and performance ratios 



30 Turnover ratio (sales to total assets) (%) 

51 0 

999 

31 Sales to total net assets (%) 

645 

1284 

32 Gross value added to gross fixed 



assets (%) 

16 1 

290 

33 Retom on investment (gross profit 



to total assets) (%) 

37 

70 

34 Gross profit to sales (gross margin) (%) 

73 

70 

33 Operating profit to sales (%) 

II 8 

139 

36 Pmfit before tax to sales (%) 

18 

1 9 

37 Tax provision to profit before tax (%) 

00 

00 

38 Profit after tax to net worth 



(return on equity) (%) 

30 

62 

39 Dividend (%) 

20 0 

20 0 

to Earning per share (Rs) 

164 

3 43 

tl Book value per sham (Rs) 

42 30 

41 64 

12 P(E ratio (based on latest and 



camsponthng last year’s price) 

51 2 

29 9 

13 Debt-equity ratio (adjust^ for 



revaluation) (%) 

136 2 

139 9 

14 Short term bank borrowings to 



inventories (%) 

46 1 

40 8 

15 Sundry creditors to sundry debtors (%) 

115 1 

1178 

16 Total remunaation to employees 



to gross value added (%) 

43 8 

45 7 

17 Total remuneration to employees 



to value of production (%) 

13 6 

13 4 

18 Gross flxed useis formation (%) 

15 

20.0 

19 Growth In inventories (%) 

113 

197 


Mate! _ CotteBSgg- .jKteL.. 


March 

Match 

March 

March 

March 

March 

March 

March 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 


10441 

8798 

17924 

14608 

14837 

13823 

11966 

9273 

10583 

8928 

18135 

14948 

14436 

14602 

12642 

10168 

11308 

9572 

18330 

15110 

14667 

14674 

13175 

10799 

6496 

5963 

11335 

9845 

10628 

10575 

7480 

4633 

1334 

981 

1348 

1081 

1213 

1330 

2968 

3645 

380 

320 

1058 

829 

342 

285 

88 

58 

669 

569 

1244 

866 

1945 

1591 

1224 

977 

2429 

1739 

3345 

2489 

539 

893 

1415 

I486 

986 

566 

1179 

663 

201 

322 

361 

290 

1442 

1158 

2143 

1845 

452 

571 

1051 

1204 

344 

287 

536 

424 

205 

206 

245 

124 

1097 

871 

1607 

1421 

246 

365 

806 

1080 

65 

0 

525 

495 

0 

35 

163 

135 

1032 

871 

1082 

926 

246 

330 

643 

945 

206 

125 

181 

171 

59 

54 

184 

108 

826 

746 

901 

755 

187 

276 

459 

837 

757 

568 

490 

490 

489 

244 

1261 

648 

4661 

3117 

4856 

3956 

2338 

'»t94 

4878 

1369 

3723 

4155 

4613 

3077 

1217 

.169 

0 

0 

2014 

1443 

3785 

2069 

207 

360 

1567 

999 

806 

738 

3185 

1669 

0 

0 

1292 

924 

8029 

7277 

9480 

6599 

4259 

3980 

2867 

2283 

2172 

1640 

2461 

1927 

1711 

1635 

412 

167 

1946 

1877 

5189 

2335 

1199 

1578 

2500 

1437 

13231 

11200 

17634 

11448 

5457 

6324 

9828 

6083 

1271 

332 

501 

253 

26 

150 

287 

114 

2763 

2028 

4303 

3308 

946 

1191 

1266 

1458 

284 

219 

2515 

2367 

0 

0 

671 

598 

315 

1232 

9443 

244 

17 

5 

10 

174 

78 9 

78 6 

101 6 

127 6 

271 9 

218 6 

1300 

169 8 

93 6 

948 

1304 

152 3 

349 0 

3165 

155 3 

307 5 

34 4 

279 

45 4 

50 1 

22 2 

29 9 

442 

63 9 

109 

10 3 

12 2 

161 

83 

90 

114 

220 

138 

13 2 

120 

126 

30 

4 1 

88 

130 

23 3 

19 8 

18 7 

17 0 

36 

65 

11 8 

160 

10 5 

99 

90 

97 

1 7 

26 

67 

116 

59 

00 

32 7 

34 8 

00 

96 

20 2 

12 5 

19 0 

23 6 

20 2 

20 8 

87 

12 5 

105 

469 

30 0 

27 5 

37 0 

35 0 

20 0 

30 0 

20 0 

20 0 

13 63 

15 33 

22 08 

18 90 

5 03 

13 52 

5 10 

14 58 

69 91 

59 35 

109 10 

90 73 

57 81 

108 II 

48 68 

31 13 

17 6 

119 

19 0 

175 

14 7 

59 

186 

38 

704 

123 3 

86 3 

69 2 

43 0 

519 

00 

00 

41 4 

39 3 

61 4 

71 5 

00 

00 

51 7 

643 

41 8 

57 7 

80 8 

31 3 

581 1 

509 9 

65 9 

269 3 

13 8 

15 8 

24 6 

25 1 

36 2 

23 9 

70 

40 

36 

36 

58 

55 

24 

20 

07 

06 

11 7 

73 4 

43 7 

26 9 

70 

54 

25 6 

82 1 

37 

14 7 

122 2 

98 

-24 0 

106 5 

74 0 
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Modernisation of the Bamala unit has re¬ 
portedly resulted in producing value added 
yams and addition to the company’s exports 
and the yam produced by the unit has been 
well received in the domestic and interna¬ 
tional markets. The installation of 10,080 
spindles at the Paonta Sahib unit which was 
taken up by the company in 1991-92 was 
completed during the year under review. 
The company has now undertaken a Rs 14 
croie project for installing 9,600 spindles for 
manufacturing synthetic yam whidi is in an 
advanced stage of completion. It has also 
undertaken a project of24,192 spindles for the 
manufacture of cotton yam at a total outlay of 
Rs 46 crore which it expects to complete on a 
continuous basis. Meanu4iile export rose by 

6.3 percent to Rs 25.2 croie with die company 
exporting acrylic yam, synthetic/cotton blen¬ 
ded yam, etc, in addition to cotton yam. 

Though the company's net proflt has in¬ 
creased in absolute terms profitability has 
fallen over the previous year with profit 
margin falling from 6.3 per cent last year to 
6 per cent in 1992-93. 

For the first six months of 1993-94 die 
company earned a net {»ofit of Rs 7.3 crore on 
anetsateofRs 101 croie and achieved a gross 
margin of 12.2 per cent as against a gross 
margin of 12 per cent for the whole of 1992-93. 

MILKFOOD 

Troubled Hmes 

The largest milk converter in the pnvate 
sector, Milkfood which has been promoted 
by the Jaiswal family (also the promoters of 
Jagatjit Industries) and was once known as 
the premier unit in the dairy industry has 
now fallen on troubled times. Pitched against 
a number of small operators in the industry 
following the deliccnsing of the industry the 
company is finding it difficult to meet even 
its daily requirement of milk supply with the 
result that the company's profitability has 
fallen drastically over the last few years. 

Though the company managed to post a 

7.3 per cent rise in net sales in 1992-93, 
operating and net profit fell by 39.6 percent 
and 25.5 per cent respectively over the 
previous year. A sharp nse in operating 
expenses offset the decline in interest char¬ 
ges and depreciation provision. Inability to 
register itself through the National Dairy 
Development Fund (NDDF) for exports has 
also hampered the company’s prospects. 
Further if the Milk and Mild Products Order 
of 1992 is implemented the past efforts of 
the company at cultivating its sources of 
milk supply at large costs will turn out to be 
useless as the Order would mean a reshuffle 
of areas to determine where the company 
has to source its milk supplies from. With 
ghee and other milk products accounting for 
up to 85 per cent of the company’s revenue 
this could drastically affect its profitability. 


The company’s foray into the yoghurt busi¬ 
ness has come a cro|^ with the result that 
the product has been taken off the shelves 
and it is reportedly considering hiving off its 
yoghurt division. Its ice-cream business on 
the other hand seems to have caught on with 
the company claiming to have captured up 
to 35 per cent of the north Indian ice-cream 
market. However with ice-cream constitu¬ 
ting only 15 per cent of its turnover this 
avenue of increasing total income has limit¬ 
ed scope. Further with m^or foreign play¬ 
ers making a beeline into the country com¬ 
petition is expected to hot up. 

However, the registration problem with 
NDDF has now been sorted out and the 
release of export quota in the dairy industry 
by the Agro Promising Export Develop¬ 
ment Authority has raised hopes for the 
industry as a shortfall in production in the 
neighbouring countries can be taken advan¬ 
tage of. Further the company’s foray into 
fast foods through its store Cafe KXlin Delhi 
seems to have hit the mark and it is now 
planning expansion in this segment. 

For the six months ended September 
1993 the company ’ s performance fell dras- 
tically. Net sales dropped to Rs 28.5 crore 
and the company suffered a net loss of Rs 
2.9 crore for the period. 

RUCHI SOYA INDUSTRIES 

Reduced Prc^tability 

Ruchi Soya Industries, the flagship com¬ 
pany of the Rs 500 crore Ruchi group, saw 
a decline in profit in 1992-93 over the 
previous year. Though the company man¬ 
aged to increase net sales by 29 per cent 
despite a fall in vegetable oil prices follow¬ 
ing the changed import policy of the govern¬ 
ment, a sharp nse in operating expenses ted 
to a 4.8 per cent fall in operating profit with 
the result that the operating margin fell from 
16 per cent in 1991-92 to 11.8 per cent in 
1992-93. A 24.5 per cent rise in interest 
charges and a 98 per cent rise in depreciation 
charges further conuibuted to the 32 per cent 


fdl in net profit The centre’s ded^ to 
import soyabean oil further hampered profit¬ 
ability. In spite of the fall in (xofitability the 
company maintained the dividend rate at 20 
per cent on the higher equity capital which 
entailed a rise of 70 per cent in dividend outgo. 

With the rationalisation of its soya food 
processing uni t, refi nery and vanaspati plant, 
the company expects better capacity 
utilisation in the future. The expansion 
project undertaken by the company is being 
implemented as per schedule. The com¬ 
pany’s exports rose by 12 per cent over the 
previous year while those of its subsidiary, 
namely, Ruchi International rose to Rs 21.4 
crore giving a combined increa&e of 103 per 
cent over total exports in the previous year. 

To part finance its expansion programme 
the company entered the capital market 
during the year with a rights issue of equity 
shares aggregating Rs 39.1 crore in August 
1992. The rights issue has led to an increase 
ofRs6croreinthecompany’sequity capital. 
The vanaspati plant, one of the expansion 
projects of the company, was commissioned 
in September 1993 in addition to the com¬ 
missioning of its new soya lecithin plant 
(with an installed capacity of600 tonnes) in 
Madhya Pradesh. Soya lecithin is being 
used as an emulsifier, an import substitute 
product and is maiiceted in the bread and 
biscuits industry. In addition the comjgany 
is also exploring its export prospects.^Qic 
possibility of imports of soyabean oil being 
less than expected due to a good soyabean 
crop in the country has led to delay in the 
company’s export-oriented project which 
was bas^ on the strategy of exporting meals 
and importing oil. The company has also 
developed a strategy for procurement of raw 
materials for the entire yesu which envisages 
the use of sunflower as a substitute during the 
summer season in addition to soyabean and 
rapeseed, which can be used for producing 
vanaspati and refined oil and to meet the yearly 
capacity utilisation of the plant. 

For the first half of 1993-94 Ruchi Soya 
notched a net profit of Rs 9.1 crore on net 
sales of Rs 80.9 crore. 
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RANDOM REFLECTIONS 


^The Demise of Fabian Socialism—and 
of Market Capitalism 

Arun Ghosh 

With the colle^se of the erstwhile communist regimes in eastern Europe, 
socialism as a credo has steered a severe setback. But we also need to 
reflect on an interesting development in recent years, the death of ‘market 
capitalism’. 


FABIAN socialism has been dead around the 
world for some decades now. With the pass¬ 
ing away of Robi Dutt at New Delhi on 
■Apnl 4, the last staunch, stal wart protagonist 
of Fabian socialism in India has also gone 
from our midst. R C Dutt had the right 
credentials for the somewhat unusual views 
he held for a once-fimctioning member of the 
Indian Civil Service. After all, Robi Dutt was 
a scion, a grandnephew, of Romesh Chandra 
Dutt, who was the first to repudiate the 
British view of Indian history—as written 
for school children by the likes of Stanley 
Lane-Poole among many others—who first 
rewrote a cogent and coherent history of 
British India, who looked at history not 
merely as a histmy of political rulers, as a 
matter of dates of assassinations, of the as- 
l^cendancy of one despot in place of another, 
but as an economic history of an evolving 
people, of the evolution of struggles, of insti¬ 
tutions which build civil society. 

Robi Dutt, with his aristocratic and ances¬ 
tral intellectual background—he came from 
the family of the Dutts of Rambagan in 
Calcutta— had natural leanings towards what 
IS now described somewhat disparagingly as 
Leftist views. Romesh Dutt's heritage was 
not lost on Robi Dutt; and in his official life, 
he remained a very good friend of the likes of 
Parameshwar Nath Haksar, who correctly 
saw the nationalisation of banking as the 
practical means of achieving a socialist 
:iety which Jawaharlal Nehru has dreamed 
of introducing through state intervention in 
production and distribution, a /a the USSR 
model. Robi Dutt's good fortune was that 
within a decade of his join ing the Indian Civil 
Service (in 1937), India became indepen¬ 
dent; with independence and with Jawaharlal 
Nehru's visitm of a 'socialist pattern of soci¬ 
ety' in India and his—and Mahalanobis'— 
vision of using the state to bnng about the 
economic transformation of the people of 
this country, there was room for a competent 
administrator to play a useful role in the 
build-up of the institutions necessary for the 
l^o-economic uplift of the Indian people. 
Robi Dutt served in pre-Partition Bengal in 
diverse capacities before he came to the 
centre as an administrator. He got his first— 


for him really relevant—opportunity for the 
application of the progressive (and liberal) 
views he held as the chief executive of the 
then National Coal Development Corpora¬ 
tion (with headquarters at Ranchi) between 
1959 and 1964; and later, he was to serve as 
secretary to diverse economic ministries of 
the government of India until his retirement 
in 1972. Even while in government, Robi 
Dutt gave expression to his strongly Fabian 
views in the minute of dissent he wrote as a 
membn- of the Monopolies Commission in 
1964, when he put in a strong plea against 
allowing the growth of private monopoly 
power in the economic life of the country. 
But it was really after his retirement from 
government that Robi Dutt’s genius and his 
penchant for a coherent and socialist system 
of planning for the development of India 
found full expression. In the numerous vol¬ 
umes he wrote, in the seminars and discus¬ 
sions he organised at the India International 
Centre—first as aconvenorof the Economic 
Affairs group and later as a convenor of the 
Social Affairs group—Robi Dutt kept work¬ 
ing away till the end. On the evening of his 
death, he was at his desk till five in the 
evening, working on a seminar on federalism 
in India. It was only after S p m that he felt a 
little cold and uncomfortable, a feeling that 
lasted a bare two hours before he breathed his 
last, at the age of 82. The last few years of his 
life were spent in extensive writing and 
speaking on the problems of socialism in 
crisis, on the role of state enterprises in a 
developing economy, on ihe importance of 
planning in an underdeveloped society, with 
its problems of inequalities, lack of social 
and economic infrastructure, lack of educa¬ 
tion, of health, of nutntion, and with the 
ravages of malnutrition and ill-health affect¬ 
ing the productivity of workers, and afflict¬ 
ing society. 

But Robi Dutt belonged essentially to a 
past generation of perfect gentlemen. A Fabian 
socialist by persuasion, he did not really 
come to grips with the reality that Fabian 
socialism had faded away even in Britain, 
even earlier than its fading away in India. The 
Reagan-Thatcher emphasis on ‘supply side 
economics', on creating more space for the 


pnvate sector at the expense of the public 
sector reflects the emergence of international 
finance capital, the increasing dominance of 
multinational companies (or transnational 
corporations as it is now fashionable to call 
them) in the production process from the 
decade of the 70s onwards. Today, all poli¬ 
cies around the world are dictated by the 
interests of TNCs and international finance 
capital. And the power of these forces makes 
nonsense of the type of market capitalism 
advocated by Adam Smith, of the general 
equilibrium system under conditions of free 
competition as dreamed of by Leon Walras, 
of the continuing 'creative destruction' as 
outlined by Joseph Schumpeter, and even of 
the Keynesian programme of pump priming 
by the state so as to help effective demand to 
keep up with market supplies under the esp- 
italist system 

No Sense of History 

Let us face it. With the collapse of the 
erstwhile communist regimes in eastern 
Europe, socialism as a credo has suffered a 
severe setback. But we also need to reflect on 
an interesting development in recent years, 
the death of ‘maiket capitalism’. We need to 
reflectonthisdevelopment Butletusdigress 
for a moment. 

The sight of intelligent human beings, 
highly talented people—capable of sending 
space shuttles to probe the skies, plumb the 
depth of the seas to investigate the earliest 
forms of life (which are apparently capableof 
oxidising sulphides for their sustenance at 
the bottom of the ocean, where there is no 
oxygen because of volcanic eruptions with 
heavy metal residues at temperatures of some 
350°c sent up from the bowels of the earth 
into the ocean base), and of sending perfect, 
‘high density' communication pictures via 
the satellite from one side of the globe to 
exactly the opposite side—unable to per¬ 
ceive the unfolding of the process of econo¬ 
mic history of human kind is indeed strange. 

Of course, specialists—experts in theirown 
fields—have to necessarily rely on theexperi- 
ence and judgment of experts in other fields; 
and the more specialised an expert, the great¬ 
er is his dependence on other experts. But. for 
every physical scientist, one can find a score 
of social scientists; andone wonders how and 
where the latter have lost theirsense of history. 
Where, in particular, are the economists of 
yester-year who propounded a theory of de- 
vclopment? 

Ckmsider the theory of markets. John Hicks 
was probably among the first among eco¬ 
nomists to produce a complete and cogent 
theory of the evolutirlh of the market as Ihe 
basis of economic development Hicks was 
wronginasmuchas heexaggerated. and placed 
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the growth of markets as the nnr qua non of 
et unomic development Maitets of sorts have 
exi'tcd long belorc economic development 
as we know it really exploded on the earth 
That development, initiated by the Industnal 
Revolution, has now been greatly accele¬ 
rated by artificial intelligence, by genetic 
mutation, by the possibilities of harnessing 
the latent energy in Nature for the use of man 
The growth ot markets and scientific discove- 
nes and inventions—and innovations to apply 
inventions to practical use—have interact, 
each has fed the other each has spurred the 
growth of the other Markets could not have 
grown but for the rapid stndcs in labour pruduc- 
ti vity, nor the latter without growing markets 
That much is clear What is not clear is the 
new fetishism of the neo-ltbeial economists in 
r^;ard to their faith in the market system as the 
best means of achieving an opbmum equilibri¬ 
um aslhebestiegulatorofpr^cuonactivities 
and the distnbuuon ot the soaal product 
The Walrasian ‘general equilibnum’ was at 
least a theoretical possibility in a world with 
a large number of independent producers and 
consumers But the real world of today is 
vastly different In 1992, a mere 200 multina 
tiofial giants had sales of $ S 9 tnllion, and 
172 of them (originating in five countries) 
accounted tor sales of $ S 2 trillion (See 
■World’sTop200MegaCoiporations Foun¬ 
dations of the Economic Gulag by Fredenc 
F Clairmont and John H Cavanagh, EPW 


February S, 1994, p 284) Thar share of 
world trade ts not known, but considering the 
fact that the total vtriume of world expats, as 
of 1988, was no more than $ 3 tnllion (vide, 
UNCTAD, Report on Trade and Develop¬ 
ment, 1989), one can be reasonably sure that 
a substantial part oftotalexportsofthe world 
was made by the MNCs and, in fact, quite a 
significant volume of such trade was intra- 
MNC flows of matenals, components and 
even final products. 

Capitausm in Crisis 

Ever since the middle of the 60s, the capi¬ 
talist system has been in increasing houble, 
the beginnings of the sort of trouble that had 
engulfed the world in the 30s, after the onset 
oftheGreat Depression in 1929 Thefissuies 
deepened in the 70s. with thedollargoing off 
the gold standard, with the break down of the 
Bretton Woods system, and with the ml pro¬ 
ducers revolting against the explmtation of 
their natural resources for keeping up the 
living standards of the industrially deve¬ 
loped world Stagnation was the order of the 
day in the OECD countnes in the decades of 
the 70s and 80s, and the remedy sought—the 
savage monetary discipline introduced to 
tame inflation—created long-term unemploy¬ 
ment of an average of some 10 per cent of the 
workforceof the industnally developed coun¬ 
tries (not counting Japan) That is still the 
order of overt unemployment in western 


Europe, diough some new members of the 
EEC are much worse off 
In the late 80s, we have die sudden and . 
prempitate collapse ofthesoaalist system in * 
eastern Europe, and in a couple of yevs, the 
world view changed dramatically (^le ob¬ 
viously, the type of command economy, the 
precise mode of central planmng adopt^ by 
these countnes did not tong panacea to the 
people of these countnes Thu ts clear. But 
the signals were misinterpreted to imply that 
the alternative is unbridled maiket ciqnta- 
lism In fact, that gospel spread because the 
capitalist world saw in Ae vast areas of 
eastern Europe a large potential market The 
fact that the developed countnes themselves 
had a perpetual problem of inadequacy of 
demand, that they had to have a Ivge unem¬ 
ployed workforce, that their expenment at ^ 
Keynesian state intervention had led in the 
70s to inflation—partly because of the acci¬ 
dent of a sudden nse in oil pnees, but even 
more importantly because Keynesian pump 
pnmtng does not solve the basic problems of 
imbalance between market supply and 
market demand inherent in the capitalist 
system, because of inequalities in the dis¬ 
tribution of income—led the developed 
countries (and the powerful interests there¬ 
in) to press for an international economic 
order that is best defined as a dream world 
for MNCs and for international finance 
capital 
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Comider the iituedoo. The OtiCt^ceoa' 
tries 8ie obviously unable to maitet all dut 
they (and their MNCs) are capable ofpfoduc* 
ling. Nor are they in a position to invest all the 
^savings that are g^ng generated. In fact, 
inienutional finance capital is not even inter¬ 
ested in long-tom investmoit. At this oudal 
conjuncture of history, the collapse of east¬ 
ern Europe comes as a ‘saviour’ of the capi¬ 
talist system in western Europe. 

The folly of the ruling elite in India is 
anotho windfall to be exploited andcomesin 
handy. India is also a huge potential market 
for industrially developed countries. Eastern 
Europe—particularly Russia—has not quite 
switched ovo to playing the game as pre¬ 
planned; they are totally laclung in the ‘in- 
stitudons’ which can make for a functioning 
market economy. But India has most of the 
l^tequired institutions, for India has never been 
nytlring but a capitalist economy, only super- 
imposmg certain central planiung decisions on 
maiket-led production and investments. The 
marketsineastem Europe need tobedeveloped; 
the market in India is r^y for the picking. 

IhnURNATIONAL FINANCE CAPITAL 

Two points need to be emphasised here. 
The common man does not know of these 
two obvious truisms, but it is difficult to 
accept the fact that economists cannot see 
through the maze. First, of course, is the 
nature of capitalist production today. Indus- 
tnal production around the globe is con- 
strolled by, may be, between a hundred and 
” five hundred multinational companies. And, 
the MNCs owe no allegiance to a country. 
The fact that most of the MNCs originate in 
the US or in western Europe or in Japan, 
makes the governments of these countnes 
pursue the policies that suit the MNCs. 

Secondly, MNCs do not need external 
finance; they havelargesurpluses which they 
can themselves invest. But, outside of the 
MNCs. there is a large and growing corpus of 
funds. International finance capital today has 
command over considerably morethan7,000 
billion US dollars. These are floating funds, 
seeking to make profits out of ‘trade in as- 
I sets’. International finance capital is not in¬ 
terested in financing either production acti¬ 
vity or trade in goods. Trade in assets gives 
larger and quicker (short) term profits. It is 
interesting to note that not so far back, one 
man, George Soros, was able to put in more 
money than the Bank of England could gar¬ 
ner, to save the British pound. It was not so 
long ago that the UK had to opt out of the 
Exchange Rate Mechanism (BRM) of the 
European Economic Community; the Bank 
of Eiyland put in some $ 7 billion to save the 
pound, and ultimately hari to sutrendo'. Re¬ 
portedly, George Soros netted something 
like $ 2 billion as his met gain from the 
transaction, forthe pound hadtobedevahied, 
And, with the pound went the Italian lira: and 
the narrow ba^ within which European CUT- 


rondes kon allowed to fluchHita->-tiie 
‘Snake’—-had to be considerably widoied. 

That is the type of operation in which 
internaticmal finance cadtal is interested. 
Speculation in real estate, speculative invest¬ 
ments in financial assets, levoaged buying- 
out operations, speculation in currency fluc¬ 
tuations, these are the modus operemdi of 
international finance capital. 

As a consequence of the two facts of life 
today indicated above, we have to under¬ 
stand the purposes, the motivations, the ob¬ 
jectives of the power brokers in the deve¬ 
loped countnes of the world, the giant MNCs 
(like Exxon for instance) and mteinatioiul 
finance capital (the bankers, die 'fund mana¬ 
gers’, the very substantial ‘brokos’, the 
Rothschilds of this world). It is they who 
dictate both political and economic policies. 
It is they who are interested in arms sales to 
garner more profits, for which limited wars 
(outside west Europe and North America) 
can and must be kept going; tensions bet¬ 
ween ndghbouring countries—and some¬ 
times within the same country—in Asia, 
Afiica and Latin America must be kept up. 
Aims sales are important for business. Arms 
sales also yield la^e profits. Bnbery.conup- 
tion, chicanery and duplicity of the worst 
kind must necessarily be part of the strategy 
to keep up the arms trade Political theonsts 
understand this, even though they may not 
quite understand the processes of the func¬ 
tioning of international finance capital. 

‘Market Access’ 

That the MNCs and international finance 
capital dominate economic policy-making 
around theglobe can be seen from two results 
of their pressures and their operations. One 
piece of evidence is the hurmliating surren¬ 
der of the pound sterling to the onslaught of 
George Soros. The same goes for other as¬ 
pects of policy-making. The seemingly 
powerful president of the US. William 
Jefferson Clinton, has less effective power 
than the combined power of the chief execu¬ 
tives of Citicorp, Qtibank and Bankamerica. 
They and their interests dictate US policy. 

Tte second obvicuis piece of evidence is 
the final text of the reformed GATT treaty, 
signed at Marrakesh on April 15. with its 
focus on Intellecmal Property Ri^ts, on trade 
in services, on international capital flows 
(whkdi must be permitted freely), on the pro- 
visim for ‘cross retaliation’ whm adeveloped 
country is not satisfied about the adequacy of 
‘market acceu’ provided to the powerful 
MNCs by the devdoping countries. 

Mark die words, ‘Maiket access’—and not 
competition—4s die objective of die MNCs 
today. That it the present capitalist system for 
you, that is the international economic ordo- 
being pushed into place, with the ‘pnmiite’of 
S200billion of gain in world trade as a result of 
the GATT. (Who dreamed up this figure is not 
known; the basis of the calculationt is even 
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in(»eobscore.)Tlieol)|ective8flfdieMNCkare 
also wdl serv^ by die provisions idatii« to 
hueliectuai Property Ri^ in die new GATT 
treaty. The obj^ves of international finance 
cspilalare well served by theprovisions relating 
to fiee trade in services (batddng, for instance), 
and fiee flows of capital. 

So the new international order ushered in 
by the GATT will essentially help to serve the 
interests of the MNCs on the one hand and of 
international finance capital on the other. 

We stated at the outset that the growth of 
markets led, at a certain point of time, to 
economic growth. Markets existed even 
before the ‘Industrial Revdution'. But one 
cannot say that there was large-scale eco¬ 
nomic growth before the industrial revolu¬ 
tion. The industrial revolution led to growth; 
one can add that the very process of the 
industrial revolution was greatly facilitated 
by the growth of markets. But, even in the 
19th century, the growth of maricets wds 
facilitated by impenal conquests. 

In the 20fo cemtury, we do not need (nor 
talk of) imperial conquests. Political control 
is no longer necessary; economic and financial 
control IS invisible, moreinsidious, more perva¬ 
sive. The paeons sung in praise of ‘market-led 
development' and the superionty of the free 
market system IS intended for the brainwashing 
of the citizenry of developing countries. 

Consider the facts again. Without an ex¬ 
panding market in eastern Europe and in the 
developing countnes, what would be out¬ 
come of market capitriism in the OECD 
countnes? France has an unemployment rate 
today of 12 percent, the UK of 11.5 percent; 
umt^ Germany of 10 per cent (Chie can 
leave out the likes of Spam with 20 per cent 
unemployment, and of Poland—now seek¬ 
ing to embrace market capitalism—with 30 
per cent unemployment) Of course, the US 
has a lower rate of unemployment, varying 
between 6 and 7 per rent, and Japan an even 
lower one. But Japan has always b^ an excep¬ 
tion to the OECD ethos, with its high rate of 
saving and high export surplus, for which a 
markti must be found And the US and Japan 
have now locked horns in regard to better trade 
balance between the two. Talk of multilateralism 
m the GATT, but deal directly to secure better 
bilateral trade balance, that ai^iears to be the 
(xactice of developed countries. 

Let us try and piece together the diverse 
threads of the argument Under the capitalist 
system, histoncally, supply tends to exceed 
demand. Quite apart from isolated ‘under 
consumption theorists’, Rosa Luxemburg had 
convincingly argued this point in a critiqueof 
Marx. There are di vase reasons for this state 
of affairs, which we need not go into. B'lt 
briefly, the very process of capital accumula¬ 
tion necessarily leads to an unequal distribu¬ 
tion of income which in turn leads to a 
gradual slackening of effective demand in 
relation to supplies This process is inherent in 
the very system; and the Keynes-Kalecki 
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revolution ot economic thinking was an at- 
temptto‘moderate’thecapitalistsystemand use 
state intervention to get over this difficulty. 

So the capitalist system needs to always 
search for new markets In the 19th century, 
this search for new maikcts led to political 
domination by imperial powers. Even so, the 
system could not quite cope, as the Great 
Depression of the lOs of thi s century testifies, 
in the la.st decade of the 20th century, we do 
not need political domination. And, in a 
unipolar world, economic power can be exer¬ 
cised rclcntle.ssly, for greater market access for 
the products of developed countnes, tor the 
protection of Intellectual ftoperty Rights— 
thereby sealing the prixiuction frontiers in de¬ 
veloping countnes- -and for freedom of capital 
movements so that the acquisition and sale of 
as.serts can give greater short-term gams to 
international finance capital. 

WiiERF Are the Economists? 

What earthly chance does Fabian socia¬ 
lism have in this framework? We bemoan the 
death of Fabian socialism, yet we do not quite 
appreciate that Fabian .socialism ju.st cannot 
work in a world order in an economic frame¬ 
work where there is unheard of concentraUon 
of power over resources Real resources are, 
of course, the men. the materials, nature’s 
bounty, and the extent of human control over 
nature’s bounty. But the control over the.se 
resources is exercised by money power This 
is simple logic which every villager in Indiacan 
understand: the landlord, the moneylender 
exercises power over the landless labourer and 
the perpetual borrower in ways that the intellec¬ 
tual middle classes in metropolitan areas cannot 
fathom. And what happens in an Indian village 
gets replicated, though in much greater magiu- 
tude in the global village, in the era of sateliite 
television and FAX messages. 

Nut everyone, unaware of the resource 
power of MNCs and of international finance 
capital would, of course, know the raUon 
d 'etre of recent happenings around the globe. 
But where have all the economists of yester¬ 
year gone? There is a galaxy of names of 
Indian economists, many of them more de¬ 
serving of a Nobel pnze than some recent 
Nobel laureates; and there has been an eerie 
silence from this group. Some, one is aware, 
have been co-opted by the system: but cer¬ 
tainly, not all of them. Have they ju.st given 
up? Or IS personal well-being so important? 

But the above rumination is by way of an 
aside. We bemoan the death of Fabian socia¬ 
lism. Weshouldequally bemoantheimpend- 
ing death of the ’market system’. Not that the 
market system is capable of solving the pro¬ 
blem of distnbuuon of the steadily growing 
social product. But, at least in theory, the 
Walrasian general equilibrium can lead to 
optimum production, and that optimum would 
lead to the distribution of the social product 
among all participants in the production pro¬ 
cess. The care of the young, the succour of the 


old may not be covered by an iiKieaaingly 
seif-loving self-ag^andising population, but 
that leads on to diverse other questions of 
social and moral philosophy. We should 
concede that under conditionsof perfect com¬ 
petition, a Walrasian optimum is possible. 

But IS that possible under today’s condi¬ 
tions of monopoly capital (by way of MNCs) 
controlling production, and of international 
finance capital (with its proneness to making 
speculative short-term gains) ordering even 
political processes? Market capitalism is dead; 
what we have is a stniggle among (financial) 
imperial powers to carve out the world market 
amongst theraselves. ’DirU is the reality, that is 
what explains the reformulated GATT, signed 
by 127 countries on April 15,1994. 

Is there then no hope for the future of 
mankind? One does not know whether some 
evilgenius would destroy lifeon earth through 
some scientific misadventure. But, on the 
economic front, there is no real reason for 
pessimism in the long run. Increasingly, one 
finds that even the most powerful nations 
cannot always keep the spirit of man subju¬ 
gated around the world. 'The saga of the 
Vietnam war is behind us, but the withdrawal 
of UN troops from Somalia, the impotence of 
the UN in Bosnia, the failure of the great 
powers to bring any semblance of peace in 
Lebanon or in the Palestinian territories oc¬ 
cupied by Israel, are evidence of the indom¬ 
itable spirit of man to fight for his identity. 


It has been relatively easi«-to co-opt cer¬ 
tain vested interests in the economic sphere. 
But here also, the great powers need local 
compradors; and compradors, as history has 
shown time and again, never last very long. 

One need not despair; for India is a large 
agricultural country, with some two-thirds of 
its workforce still dependent on agriculture. 
And India possessesasdentiflc-cum-lech-nical 
manpowerwhichcanagainrebuildtheinduslri- 
al economy. Only, every day, it becomes ever 
more diffioilt to shakeoffthe after-effects ofthe 
poliaes adopted over the past decade. 

Contrary toopt-repeated statements that the 
economic policies adopted since July 1991 
are irreversible, one can verily say that all 
policies are reversible; the after-effects of some 
policies are not. Norisitgoingtobeeasyto wash 
off the rampant conuplion of the mind that has 
been positively encouraged for some time. 

Fabian socialists always dreamed of 
orderly change. Robi Dutt was no exception; 
and he had reason to be optimistic in the SOs 
and 60s, and perhaps even in tlw 70s. With 
the onset of the SOs, both the Indian and the 
international scenanos have undergone dramat¬ 
ic changes. Perhaps the future may not see the 
orderly change that F^ian socialists dreamed 
of. But change is iniSvitable.changeisthelawof 
nature; and the dialectics of change caruiot 
always be forecast. We need not bemoaq the 
death of Fabian socialism because its alterna¬ 
tive, market capitalism is also dead. 
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COMMENTARY 


Education Dilemma 

Sadhna Saxena 

Betyi’een ‘education ’ and ‘no education ’ lies a world Intellectuals seldom 
delve into this troublesome region, which challenges their beliefs and their 
position as benevolent educators 


LANDLESS and propertyless people in 
Chattisgarh are called ‘sukhvasis’—happy 
residents, since they have nothing to loose, 
nothing to protect and hence supposedly no 
womes So, even migrant workers may be 
retcned to as sukhvasis Most of them own no 
land, or possess only a small unimgated piece 
Among literate people (‘padhc likhe log'), 
including government circles, migration is 
called ‘palayan’ (escape) One senior district 
level bureaucrat trom Bilaspur told one re¬ 
searcher, 'Now It has become their habit 
1 hey have everything at home but still they 
migrate Just to make some extra money they 
leave their homes every year' The irony is 
that these sukhvasis do palayan to survive 
They travel long distances along with their 
small children, leaving their homes lo remain 
away for months every year and sometimes 
for years together Foiced to do physical 
work beyond human limits they face ruth¬ 
less economic exploitation and women face 
sexual exploitation too At sites such as bnck 
kilns they may be imprisoned virtually as 
slaves, kept behind barbed wires under the 
stnet vigilance of contractors ‘goundas un¬ 
til the end of the job No way can they escape 
or indulge in palayan trom such bondage 
Most of the agncullural area in Chattisgarh 
IS single crop area and migration begins 
immediately after paddy harvesting or dur¬ 
ing Chattisgarh’s rather frequent famines 
Dunng the last three decades of the 19th 
century this region wa.s perpetually under 
famine This coincided with the opening of 
the rail road linking Chattisgarh, Asansol and 
Nagpur, starting the process of migration 
which continues till today So, migration is a 
fact of life for the workers of Chhatisgarh 
Whether they migrate in search of illusive 
‘sukh’ (happiness, which they are already 
supposed to possess) or ‘extra money' (which 
they are supposed to be making through 
inhumane labour) is an ideological question 
In May 1993, a workshop involving about 
35 women migrant workers of Chattisgarh 
was organised in Raipur by Rupantar, a 
Raipur-based voluntary organisation The 
participants were nuddlc-aged women who 
had worked in far-off places like Sambalpur, 
Haryana, Delhi, Hyderabad, Jammu and 
Kashmir, Madras, etc Their normal practice 
IS to leave their older children and patents 
behind tor continuing their studies and look¬ 


ing after the house respectively Most of the 
women had been bnck kiln workers How¬ 
ever, several of them had also worked on 
construction sites of bui Idings, bndges, dams 
and thermal power stations, etc Rupantar has 
conducted an mtoisive study on women mi¬ 
grant workers of Chattisgarh and is planmng 
to start health education programme with 
them This workshop was their first effort m 
this direction The workshop aimed to ex¬ 
plore in three parts issues of health, education 
and the law affecting the migrant workers 
and share information with them on these 
issues Rupantarhadinvitedoutsideresource 
persons for conducting these sessions Peo¬ 
ple who were invited to lead the sessions on 
women s health and education included three 
persons who had rich expenence of working 
with village women agricultural workers, 
school teachers, mine workers, etc How¬ 
ever they discussed education with migrant 
workers for the first time 
During the introductory session, each one 
of the migrant worker talked about her life as 
a migrant worker They gave vivid accounts 
of their harsh expencnces with contractors, 
sub-contractors and sardars (who gather and 
transport workers), their stiu^le in unknown 
lands to get the promised wages, of un¬ 
compensated accidents and deaths of chil¬ 
dren and fellow workers, etc 
The stark realities of their lives, their brave 
day-to-day struggle and their unstable life 
made us imagine how remote a subject like 
education would be for them My colleague 
and I decided to ask them to tell us about even 
their remotest experiences with education 
Pnmanly we thought we would hear how 
their children cannot fit into the existing 
education system, how their studies get dis¬ 
rupted, or how they are thrown out of schools 
because of long absences In general, we 
anticipated a low level of motivation towards 
formal schooling Since the women were 
illiterate, we expected a low level of literacy 
amongst theirchildren also While prepanng 
for the workshop sessions, we had wondered 
how we might suggest any meaningful and 
positive solutions to them If children mig¬ 
rate along with their families, how could 
breaks in theireducation be taken care of, that 
IS, if they join schools in the first place? We 
wonder^ if special schools for migrant 
workers' children could be a worthwhile and 


feasible solution All ofus know what a farce 
non-formal education (NFE) type of 
programmes have become In view of that, 
are special schools desirable at alP Consider¬ 
ing the situauon of migranft labourers for the 
first time, we did not have any answers 
Interestingly, of these 35 women about 
one-third had made efforts to go to school but 
had dropped out within a few days or wedts 
due to a vanety of reasons including mother’ $ 
death, brother’s death, looking after younger 
siblings and managing the household At 
least two woimn said that they had been 
demned admission in schools by school autho- 
nbes since there were no women teachers. 
One said that she could not continue going to 
school after the fourth day as it was five 
villages away and she could not stand staying 
hungiy during long school hours and walk¬ 
ing many kilometres everyday For her, 
school hi^ been a punishment However, 
others said they wanted to study for a better 
life One woman had been taught by her 
father at home, which enables hernow to read 
the Romovana and posters This she sUtedwidi 
pnde and confident, repenting, however, thtt 
she had not been able to study up to class IV or 
V This, she thought, might have got her a job 
and respite from the drudgery (rf^haid labour 
C(xitraiytoourexpectation thmrmotivationfor 
toimal schooling was very high 
Howew, It IS when they began talking 
about their children's education that all our 
assumpuons turned out to be wrong They 
show^ us how little we understood about 
diis set of people who continuously struggle 
for mere survival, y^ sbll hope for a better 
life Surprisingly, these women somehow 
seemed to have had taken care of most of the 
practical obstacles None of our constructed 
womes in fact emerged as a problem We 
were astonished to find that each woman, 
except for two, had sent one or more of her 
children, including girls, to schools The 
motivation to educate them was sO strong that 
they ate less, ate only ‘bhaji’ (green leafy 
vegetables) at times but sent their children to 
schools They left them behind with their 
neighbours, grand parents or other relatives 
to continue in school while they made bncks 
and built roads in far off cities Although not 
all were so lucky in managing to avoid dis¬ 
continuity in theirchildren’s schooling, their 
spint was touching and heartening They 
were motivated by aversion against seeing 
their children suffer the way they themselves 
have been suffenng Also, they pinned their 
hopes on their children getting jobs "When 
we will no longer be able to walk around, at 
least they will feed us if they get jobs", 
Bhunbai said Despite such high motivation 
and hope children of two women could not 
g^ beyond class IV However, children of 
the other women managed to study up lo 
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class VIII, hig}i school, class XU, and a few 
women’s children were now FIT diploma 
holders and graduates. One was even a post* 
graduate! Some younger children are still 
studying and they are doing well. 

We thought It was remaiicable that these 
‘first generation learners' without much aca¬ 
demic help had reached such Educational 
levels despite all odds. Their parents spent 
their hard-earned money for toying books 
and bribing the teachers for their admissions. 
ChhedinBai was particularly very upset about 
the cut which teachers demand out of their 
children’s scholarships. ‘Tell us how we 
should control this", she asked pointedly. It 
was so unexpected for us that for a while we 
did not know what to say. It was a kind of 
success story, and probably secretly we were 
relieved that at least some people had made 
it! Little did we realise that this achievement 
could itself lead to immense disappointment 
to the migrant workers. Almost all the edu¬ 
cated grown-up children are now sitting un¬ 
employed. “V^at should these children do 
now? They are sitting idle. They are neither 
flt nor willing to do the hard jobs. We did not 
prepare them for this either. We nearly 
starved to educate them. What do we do 
now", said Sukhvanti Bai. “We survived on 
bhaji, hoping for better days. Now my chil¬ 
dren do not want to study further. They say 
if they have to do hard physical jobs only why 
should they studyT’, said Baraun Bai. “Our 
children’s situation is worse than before. 
They can’t bear the heat, can’t do hard physi¬ 
cal woik and there aren’t any jobs for them", 
said Pyari Bat. Anxious about their chil¬ 
dren’s and their own future, they were feeling 
let down. Every single woman expressed 
such anguished disappointment. 

We were struck speechless, at a loss how to 
proceed, our neat priorities having been shred 
apart by their unfolded life experiences. A 
woman broke the stalemate when she dropped 
the comment, “even if our childrm are not 
getting jobs, at least they have got ‘buddhi’ 
(wisdom) through education!” Some peo¬ 
ple snatched this opportunity to reinforce this 
with standard messages about how education 
should create awareness and increase one’s 
knowledge base and how the buddhi it gives 
can help fight for rights like minimum wages 
for labour. If these women are educated 
enough to know about their exact working 
hours, etc, contractors would not be able to 
exploit them. We felt uncomfortable with 
diis escape, since memories of these ‘illiter¬ 
ate’ women’s struggle with the sardars and 
contractors to get their dues were too fresh as 
yet. And it is well known that workers do not 
wait for educationists to teach them about 
their rights. They learn this and earn mini¬ 
mum wages through political struggles. Still, 
some of us proceeded to suggest that buddhi 
is of the most importance and education is not 
just for jobs. A clash of perspectives and 
needs thus clearly emeiged. Pers^ who liter¬ 
ally had starved themselves to eductte their 


dnldren, hoping that their cMMieit wotdd not 
have to starve intum, were nowuigedlobelieve 
that educatkm is not for jobs but for buddhi! 

The problem of educated unemployed was 
brought fiiither into focus by Mo^, a load 
resource person,araiddle-ag^maaNanating 
his experience, he said,‘Tamagraduate.Weare 
eight brothers. One of my brodiers is an MA. 
Both of us ate unemployed. During 1985 
famine our whcde fanuly migrated to Delhi and 
we walked at BadarpurThemial Power Station. 
Weweie there fortwoyears. My threeyounger 
brothers did odd jobs at the constiuction sites. 
They met lots of peofrie and began to work with 
some truck dnvers. Hiey managed to learn 
driving, and now two of them have got regular 
jobs as buck drivers. They did not siu^ beyoid 
class V. They are self made. The dnid one of 
them will also get a similar job while two of us 
mnain unemployed.’’ Hien he hastily added 
that bothofthemwoik “sometimes on theirown 
fields and sometime as labourers on others’ 
land, «id they do not mind if’. 

Hnally, we asked the women what they 
have ultimately gained by educating their 
children. Sukhbara Bai painfully concluded 
the session, saying, T am still a migrant 
worker. During every lean season, my family 
has to leave home and go out in search of 
work. We go as far as Jammu and Kashmir. 
My son is 12th pass. He is jobless, sits idle at 
home. He cannot do hard work like us. This 
bme 1 took him with me and pleaded with the 


sMilardwtheiieducated.faemuiiolstanddw 
sun’s heat, idease give him some light work. 
ProbaUy, he would have been better off 
without going toschooLThisis what wehave 
achieved by educating our chUdien.’’ 

TMs apdy sums iqi the debate on the rele¬ 
vance of the present education system in die 
existing sodc^litical and eoonmnic matrix. 
Who is it for? is it for? Whose quality of 

life improves? We made fediie gretuies to 
soften die riwck by commeiding that mignnt 
woikeishavewideexposuieandsoevenifth^ 
do not get jobs, they would manage somehow. 
However, this does not reduce the significance 
ofclearly articulated questionsof these women. 
The relationships between formal education, 
wisdom, knowledge and enqdoyment are not 
linear or sbaight forward and Itieac women at 
die receiving end are the victims of the diqunc- 
tion between these variables. 

Here the role of intellectuals also comes up 
for questions. Negative experiences honesdy 
arti^ated sometimes Inings forth questions 
by some of us—'“should there be no laws 
since they don’t get implemented? Should 
thereben4|lucation?’”rheseareirresponsi- 
ble queries as all of us are aware that between 
‘education’ and ‘no education’ there lies a 
whole worid. People seldom let themselves 
sink into this troublesome worid which chal¬ 
lenges dwir beliefs and position as benevo¬ 
lent educators, and sometimes even the ratio¬ 
nale for a meaningful existence. 
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Ibiture, Hinnan Rights, Legal Rights 

Gobinda Mukhoty 


Despite repeated exposures by journalists and human rights organisations 
and intervention by courts, torture is pervasive and a daily routine in every 
one of India‘s states, irrespective of whether the arrests are made by the 
police, paramilitary forces or army. It happens regardless of the political 
persuasion of the party in power. The government’s persistent failure to 
acknowledge it serves to ensure that the e.\tablished patterns of its practice 
throughout India will continue. 


‘THOSE who live by the side of a police lock¬ 
up must have heard screams of people held by 
the police. In the next day's paper, they read 
that an arrested person in the same lock-up 
has committed suicide” (APDR). Is it an 
exception or the routine? Jyoti Basu, chief 
minister of West Bengal, declared on Octo¬ 
ber 20, 1987: “In a civilised country, there 
cannot be a murder in a lock-up”. 

Late Rajiv Gandhi, prime minister of In¬ 
dia, in January 1988, gave an interview to 
Panorama, a British television and declared: 
“We don’t torture anybody. I can be very 
categorical about that. Wherever we have 
had complaints of torture, we have had it 
checked and we have not found it to be true”. 

APOR in Its report mentioned that between 
1977-1989, in the state of West Bengal, run 
by a ‘civilised’ government, there were 82 
deaths by torture in police lock-ups. APDR 
named the persons concerned and the ‘thanas’ 
and also dates of such killings by torture. 
Therefore, there was all “quiet on the eastern 
front.” 

From 1982-1989, in Bombay, there have 
been torture killings in police lock-ups num¬ 
bering 8-12 every year. During the same 
period, Delhi and Andhra Pradesh saw 48 
and 118 such murders, respectively. 

On June 26,1989,inShalimarBagh,Delhi, 
children aged between 6-12, were stripped, 
beaten and burnt with cigarette butts by the 
police, the allegation against them being that 
they had committed theft. 

A report on human rights violation and 
state terrorism in Assam during Operation 
RhinoofSeptember 1991 has brought out the 
following: 

“During house search, all male members 
were dragged out, some even from bed, and 
were manhandled and beaten up at home 
itself. Women folk were abused, some were 
slapped, some even hit by n^c and even 
there were many cases of sexual molesta¬ 
tion. Most of the male members, specially 
younger ones (but actually irrespective of 
age), were rounded up. They were taken to 
two interrogation camps, one situated in the 
field of the local school, another at about 2.5 
km away from the village inside a reserve 
forest at the bank of Ghagarriver. Most of the 
men were beaten on way to these camps. In 


fact, the army jawans forced the men to cany 
them on their backs over a muddy and swampy 
area. Even when thejawans were nding their 
human horses, they did not stop beating the 
men carrying them. The major in-charge of 
the operation rode on the back of a respected 
elderly teacher of the village. 

“In the camp areas the people were humil- 
< rted and punished in various ways: 

— They were made to kneel down facing the 
sun. 

•— They were made to run in circles or to do 
frog jumps till they fell down exhausted. 

— TTicy were kept without food or water 
and even during these degrading punish¬ 
ments, were kicked, beaten, whipp^ Irom 
time to time, especially when they fell 
down from exhaustion. During interroga¬ 
tion and also during house search the 
common question was ‘Ulfa Kahan Hai?’ 
(where is t'ifa?) During the investiga¬ 
tions and Irom the written submission as 
well. It became clear that tlw army con¬ 
ducted the raid not looking for .someone 
or .something specifically, but to terrorise 
and to try their luck in ferreting out some 
worthwhile information from terronsed 
villagers. 

“During the interrogations of the villagers, 
one after another they were subjected to , 
merciless beating with lathis, rifle butts and 
whips, many were kicked, punched and tram¬ 
pled on the ground. A few were stripped and 
electric shocks were applied to their body 
including private parts. Hairs were pulled 
out. A few were crammed into a small cage 
and kept locked. The villagers describe the 
interrogation camp at the bank of Ghagar 
river as a virtual hell, filled with the screams 
of the damned and shouts and abuses of the 
tormentors. 

“The most interesting point is that in this 
mass interrogation and raid the army failed to 
catch asinglehardcoreinsurgent. Most of the 
people rounded up were released by evening 
or night. 

“Methods of interrogation and torture are 
grisly. Many of these procedures are adopted 
not only for interrogation but are done at 
random—because most of the times people 
were not interrogated properly but neverthe¬ 
less tortured. Torture acquires an indepen- 


dent existence—a momentum of itt own Old 
a sadistic sinister underpinning. This makes 
it a tool for creating (wre terror. 

“The methods used are as follows: 

(1) — Bearingbothinpublicview.athome 

before family members and also in¬ 
side the army camps by hands, lathis, 
nfle butts, whips. 

— Punching in face, head and abdomen. 
— Kicking in chest, abdomen and back. 
— Trampling and kicking a man, made 
to lie down on ground. 

— Beating with lathis on soles of foot 

(2) — //anging the person from ceiling beams 

by hands. 

— Hanging from tree, in upside down 
position. 

— Hangmgthepersonbyonehandonly, 
other hand bound behind back. 

— After a person is so hanged, he is 
severely beaten or other forms of tor¬ 
ture are carried out 

(3) — Wet submarine treatment —immers¬ 

ing the head of the person in a bucket 
or drum of water till he is nearly 
drowned. 

(4) — Continuously pouring waterova the 

mouth and nose of a person after he is 
bound up and immobilised till he is 
nearly suffocated. 

(5) — Staking —a person is made to lie down 

on ground, citherfaceuporface down 
position, and his haneft and feet are 
tied in a spread-eagled manner to stakes 
driven to ground. By this method a 
person IS totally immobilised. Then he 
is beaten, kicked or trampled under 
bools or tortured in other ways. Some¬ 
times lathi is rolled forcibly over his 
back by two soldiers causing blood 
vomiting and evacuation of bowels in 
severe pain. 

(6) — Keeping bound up in an uncomfort¬ 

able siting position to a stake or tent 
pole for hours, even days together. 

(7) — Frame treatment —^a person is bound 

spread-eagled to a vertical rectangular 
wooden frame, and thus immobilised 
is tortured. 

(8) — Cl ving electric shock —electric shock 

is given from a 12 volt car battery or 
directly from domestic mains. Shocks 
arc given to head, eyes, che^s, ears, 
neck, shoulders, arm|Hts, and I 
even to private parts. j 

(9) — Uprooting hairs by pinchers from j 

head, eyebrow, armpit and even 
pubic hair. j 

(10) —Hitting a person on his genitalia and I 

testicles till he becomes unconscious | 
from pain. j 

(It)— Applying chilli powder to eyes with 
the hands bound behind his back, and 
also to anus. 

(12)— Forcefully pulling apart the legs by 
two soldiers, resulting in tear of the 
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(13) — Pushing a stout lathi, snicaicil with 

chilli powder and petrol, through the 
anus. 

(14) —Burning with lighted tig.irctte butts. 

Such bums arc even given to pnvate 
part.s. 

(15) — Sticking pins all over the body 

(16) — Burying in ground up to neck and 

covering the head with a bucket. 

(17) — Denying food and water for days to¬ 

gether. 

(18) — General physical punishment and hu¬ 

miliations. Usually large groups arc 
subjected to these People are lined up 
in a field or in camps, sometimes in 
full view of the womenfolk, and are 
forced to do the tollowing 

(a) To kneel facing the sun for hours. 

(b) To stand naked in sun and rain. 

(c) To stand in waist-deep or neck- 
deep water for hours 

(d) To perform frog jumps till the 
. person is exhausted. 

(e) To run in circles. 

(0 To carry army jawans on back 
over long distances 

(g) To perform sit-ups holding the 
ears. 

(h) Forcing to eat sand, earth or to 
drink alcohol and filthy water. 

“During all these the army u.ses filthy and 
abusive language. Most of the limes, specifi¬ 
cally during night time, the army jawans are 
diunk. 

“During raids and searches army jawans 
usually misbehave with the women. At the 
slight^ pretext, they lay hands on women, pull 
them by hand, pull away clothes, sometimes 
actually strip them naked. Molestation and 
attempted molestation are (xcurnng everyday. 
Passing obscene remarks has become so 
common that this is not even complained of by 
the women. Incidents of rape have occurred. A 
few girls have been gang raped to death Alotof 
rape incidents have not yet come to light 
because of social sanctions and humiliations 
that the victims have to face afterwards. A 
heinous incident of confining two women to 
thA- homes and repeatedly raping them every 
light by army jawans has also come to light 
Even young boys have not escaped from 
perverted sexual assaults. 

“AU the blood-curdling modalities of torture 
lisHd above are tabulate from actu^ inier- 
vfews and signed statements of the victims. 
Many other methods of torture that have been 
u.sed are not tabulated here because such state¬ 
ments are nut at hand. This list aloneis sufficient 
to show what is actually hai^mmg after illegal 
detention and interrogation earned out by the 
armed forces. 

“During such intemipaimn the victims are 
almost always tightly blindfolded .so that after¬ 
wards they cannot identify their tormentors. 
The most di.sturbmg teatuics of the widespread 
inhuman torture are as follows; 

‘ (1) Persons tortured are losing their mental 


balance, suffering from severe insomnia and 
are becoming paranoid. 

(2) Those given electric shocks to the 
head are suffering from intense headache, 
memory lapses, incoordination of thought 
and action, visual disturbances and arc 
having various weird symptoms. 

(3) Those who are physically tortured, 
specially those who are kicked, trampled 
upon or beaten with blunt lathis are having 
severe muscle and joint pains; blood vomit¬ 
ing; passage of black-coloured stool or 
melaena; passage of blood in urine; inability 
to use one or more arms, forearms, fingers, 
legs, etc; and damaged reflexes and other 
neurological features. 

(4) Those who have been tortured in 
genitalia are developing loss of libido, 
impotence and other sexual abnormalities. 

'The greatest tragedy possibly is that all these 
tortures are interrogations of innocent people 
and are mainly pointless and fhiitiess. They 
have not helped the armed forces either to make 
any spectaculararrestsorachievcamajor break¬ 
through but have served to make the population 
sullen, rebellious and more alienated^ perfect 
recipe for future violence”. 

Over 300 names have been mentioned and 
description has been given of the method of 
torture. 

According to the Amnesty International 
report called Torture, Rape and Deaths in 
Custody’ of 1992: 

‘Toiture is pervasive and a daily routine in 
every one of India’s 25 states, irrespective of 
whether arrests are made by the police, the 
paramilitary forces or the army. It happens 
regardless of the political persuasion of the 
party in power. Many hundreds, if not thou¬ 
sands, havedied becauseoftortureduring the 
last decade. 

“Many torture victims are arrested in con¬ 
nection with criminal investigations and tor¬ 
tured to extract information and confessions. 
Others are.anested because of a relative or 
friend sought by the police or because false 
charges are brought against them at the be¬ 
hest of powerful local interests, members of 
state ruling parties, businessmen or land- 
owners. This is particularly commmon in 
states in which there is organised opposition 
toeconomic exploitation such as Bihar, where 
the police appear often to act as instrument of 
repression on behalf of local ruling groups. 

‘Torture is also widespread in areas where 
the government faces armed opposition— 
Jammu and Kashmir. Punjab, Assam and the 
north-eastern states and die regions of central 
India where the Naxals are active. Here, 
torture is the means of obtaining confessions 
and gathering intelligence but it has an extra 
dimension: it is also used as deterrent and in 
reprisal for attacks by armed groups. 

“The most common torture methods are 
severe beatings, som^imes while the victim 
IS lying upside down, and electric shocks. 
People have also been crushed with heavy 


rollers, burned, stabbed with shaip instr, 
ments, and had objects such as chillies or 
thick sticks forced into their rectums. Sexual 
mutilation has been reported. 

“Rape is a common form of torture. It is so 
routine that a 1988 newspaper headline read; 
‘Another mass rape by Bihar cops'. In 
September 1989. the Rajasthan state 
government admitted that the police had 
been involved in over 50 rapes in the past few 
years. Accordingto the Delhi police, Meases 
of rape were reported involving 20 police 
officers at 12policestationsbetweenJanuaiy 
1 and February 11, 1990. Rape of women 
appears to be used by the police and the 
security forces to deter opposiUoil and also as 
a means of indirectly punishing the men from 
a particular village or area. As an editorial in 
The Statesman commented; The police abuse 
women to carry out a proxy war against what 
their menfolk stand for'. 

“Successive Indian governments haveper- 
sistently refused to investigate the abuses 
documented in such reports and have fre¬ 
quently sought to discredit their authors. 
Some civil liberties activists have been de¬ 
tained because of their work. 

“Journalists who expose human rights 
violations have also been detained and ill- 
treated. Threats against journalists and 
assaults on them are frequently reported. 
In July 1989, Bramhadeo Singh Sharma, 
84-year-old editor of A waai-a-Hind news¬ 
paper in Bihar, was dragged from his house 
by police and forced to remain standing for 
several hours. This occurred after he wrote an 
editorial condemning the police administra¬ 
tion for failing to punish officers who had 
publicly stripped and beaten unconscious 
Malati Manjhiyan, a tribal teenage girl. He 
was released following protests by journal¬ 
ists and others. The seven police officers 
responsible, including the seniorofficer, were 
suspended but no further action is known to 
have been taken against them. 

"The government’s persistent failure to 
acknowledge that torture is routine serves to 
ensure that the established pattern of its prac¬ 
tice throughout India will continue. 

“At the end of 1970s, police in Bihar, faced 
with a steep rise in arm^ robbery carried out 
by gangs of young men, decided to blind 
suspects as a deterrent to others. Over 30 men 
and boys were deliberately blinded with thick 
needles and acid between October 1979 and 
November 1980. The youngest victim was 
16 years old. 

“The nuui who had been instrumental in 
exposing the blindings was the superinten¬ 
dent of Bhagalpur jail. He was suspended 
without pay in December i980. 

“Hie first inquiry was carried out by the 
deputy inspector general of the Bihar 
Criminal Investigation Department (CID). 
He was ordered to go to Bhagalpur to 
establish whether the police had carried out 
the blindings. He later said:*! was given the 
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job because they knew that I had a great 
weakness for the police force and they 
expected me to cover up. I went thinking that 
the police could never be guilty of such 
brutdity, but after examining the victims for 
two days I got 32 cases instituted against 10 
police officers’. When his superiors received 
his first report, he alleged, his inquiries were 
promptly blocked. Nevertheless, he submitted 
a 70-page report to the Bihar government in 
December 1980, followed in January' 1981 
by separate leportaon each case. In Rsbruary 
1981 he was told to vacate his office by the 
following day and was demoted. 

‘The police blidings in Bhagalpur 
illustrate key aspects of the pattern of torture 
in India: the sanction of torture by state and 
local judicial authorities, the routine con¬ 
cealment of torture, the failure to conduct 
proper inquiries, and the inordinate length of 
judicial proceedings. It was lOyearsafterthe 
blindings that the Supreme Court quashed 
the charges against the victims. However, the 
case is exceptional because a nationwide 
public outcry resulted in concern at the 
highest level of government and the prosecu¬ 
tion and punishment of at least some of those 
responsible. Nevertheless, several of the 
police officers allegedly involved apparently 
escaped trial and the longest sentence served 
by a police officer convicted of deliberately 
blinding a prisoner was three years. 

“Criminal suspects formalarge proportion 
of India’s torture victims. Many victims of 
torture are jobless, slum-dwellers or migrant 
labourers who have come to the cities* in 
search of work. Most victims of pplice rape in 
Delhi, for example, are migrant women, who 
often disappear after the rape because they 
are too frightened to pursue the matter. 

“There is also a pattern of torture and ill- 
treatment in punitive reprisals for resistance 
to police or military operations. In many 
Indian states the police l»ve been accused of 
detaining and torturing peopleon false charges 
at the behest of influential local interests. 

"Dalits and adivasis are frequently tmtured 
for political reastnis, to deter them or punish 
them fm involvement in organised resistance to 
^ecoixHnic exploitation. Often adivasi and dalit 
villages have been raided and their inhabitants 
toriured and taped by police acting in coUqgion 
with lochl nili^ groups, such as landowners. 
Such abuses are common in Bihar. 

“In May 1988, 23 women from Majhua 
village of Pumea district were raped by po¬ 
lice during a raid on the village reportedly 
instigated by a local contractor as part of an 
attempt to inrimidate villagers who had re¬ 
fused to work for less than the minimum 
wage, liie police were armed and reportedly 
responded to any resistance with violence. 
The rape victims were said to include an 80- 
l^year old woman, and a b^y girl, aged one, 
was rqpoitedly molested. 

’Tn June 1991, the PUDR published a 
icport of ill investigation ofpolicebdiaviour 


in the tribal village of Hadmatiya in Udaipur 
district of Rajasthan. In March 1990, accord¬ 
ing to this report, a local large landowner had 
lodged a complaint of trespass and theft 
against 37 villagers after they attempted lo 
grow crops in a tank bed to which they held 
traditional rights. The complaint was investi¬ 
gated by 11 police officers who visited the 
village on March 5, and reportedly provoked 
ariotbymistreatingadivasi women. Several 
police officers were beaten. The police 
withdrew and filed charges of assault and 
attempted murderagainstthe villagers. Some 
four weeks later, they also took direct 
reprisals. According to the PUDR, 14jeeps, 
four trucks and a bus load of police officers 
accompanied by some of the landowners' 
agents, surrounded the village and herded the 
villagers into a field. They then opened fire 
on the villagers injuring 35. The women were 
stripped and beaten. 

‘Torture is common in those areas where 
there are political groups actively seeking 
independence or increas^ autonomy, espe¬ 
cially when such demands are made by armed 
opposition groups. These groups are active 
particularly in Jammu and Kashmir, Punjab 
and the north-eastern states. 

“It is impossible to gauge the true extent of 
torture in Jammu and Kashmir. In July 1991, 
unofficial sources estimated that 15,000 
people were being detained without trial in 
the state. Many of those detained since late 
1989 have alleged after release that they 
were tortured and ill-treated in custody. In 
November 1991, Kazi Massrat, the chief 
casualty officer at the Medical College 
Hospital, Srinagar, told a British journalist: 
T must have treated 250torture victimsin the 
last year’. He said they included men who 
had been forced to drink large quantities of 
fluid after having their penises tied tightly. 
Earlier in June 1990, recently released villa¬ 
gers from the village of Haihama-Payerpora, 
Kupwara district, told another British jour¬ 
nalist how they had been tortured while 
detained by the Indian army. When inter¬ 
viewed they still bore massive bruises, bums 
from electrodes and heated rod cuts and rope 
sores. One man, whose feet were bandaged 
up to the ankles, said a bed of coal had been 
covered with cqrrogated iron and a deep layer 
of sand which slowed their progress when the 
prisoners were forced to run across it. All had 
been released without charge after soldiers 
reportedly threatened to detain and torture 
them again if they should support the armed 
opposition. 

“In Jammu and Kashmir, rape is practised 
as part of a systematic attempt to humiliate 
and intimidate the local population during 
the counter-insurgency operations. 

“In May 1990, Mubina Gani, a teenage 
bride, was detained at roadblock and raped 
by BSP soldiers on her way from the mar- 
rigge ceremony to her husband's home. Her 
aunt who was seven months pregnant was 




also raped. The official explanation was that 
the wedding party had h<»n caught in cio.ssfire 
between two paramilitary unib The victims 
said that soldiers had fired on them without 
warning at the roadblock, killing one man 
and wounding several others before raping 
the two women. 

“Mubina Gam told one reporter; ‘we were 
crying bitterly. I told them I had not yet seen 
my husband. But they did not listen. Four to 
SIX persons raped me, I think. 

“lliis incident, when it was reported, cap¬ 
tured the attention of both the Indian and 
international press. As a result an inquiry was 
instigated by the police, and a report from one 
senior officer confirmed that the rape had 
occurred. However, tho.se responsible have 
not been brought to justice. 

"The PUDR also published a report on 
Assam in May 1991. It concluded; ’Most of 
the persons detained by the army were tor¬ 
tured... We have interviewed many tortured 
victims, visited three hospitals, met con¬ 
cerned doctors and gone through a number of 
court documents 

“Beating, stripping and hanging them 
upside down and then beating on head and 
chest, thumping on chests with boots, pour¬ 
ing ice cold water, burying them up to chest 
and then beating on keeping a bucket over 
the head, .squeezing testicles with clamps, 
dipping in cold water drums, forcibly keep¬ 
ing them awake for days together, denial of 
food or water, are .some of the forms of torture 
used. But the most common form is electric 
shocks. Sensitive parts of the body including 
ears, longue, armpits, genitals and head 
were repeatedly given electnc shocks some¬ 
times in progressively higher voltages. With 
electrodes at each temple the brain was 
subjected to electric waves. 

“Rape and ill-treatment of Bodo women by 
the police and the secunty forces have also 
been widely reported Rape often occurs 
during the raids on villages in search of tribal 
militants. 

“The use of torture in Punjab has been 
officiallyconfirmed Ajudicial investigation 
was conducted in Pebiuary 1989 by justice S S 
Sodhi in Amritsar jail. He found that many 
detainees had been tortured by police when kept 
in illegal detention preceding formal arrest.’’ 

In spite of this widespread torture all over 
India, the government of India never serious¬ 
ly considered as to how to contain this inhu¬ 
man cftme against humanity. 

“In response to the 33 specific allegations 
of torture and deaths in custody, raised by the 
United Nations Special Rapporteur on Tor¬ 
ture between 1988 and the end of 1990, the 
Indian government either denied them—say¬ 
ing that they were concocted; provided the 
police version of events; said the allegations 
were under investigation—or failed to give 
any response even when the allegation had 
been confirmed in court. Typical is the 
response India’s representative gave to the 


BcoBondc and Potolcal Weekly 21.1994 


1261 



42iid session of the UN sub-commission on 
prevention of discrimination and protection 
of minontics on August 27, 1990. “The law 
in India forbids a police officer to use more 
than .'he minimum force required to deal with 
a particular situation. The government has 
is.sued directives to police personnel to desist 
from such methods during investigation and 
interrogation which can cause torture, in 
India an entire network of safeguards within 
a democratic system are available to prevent 
the occurrence of human rights violations 
such as the torture of detainees These sale- 
guards include a completely free press, pub¬ 
lic awareness and the institutions of a vibrant 
and healthy democracy. Despite such safe¬ 
guards, a few isolated cases of torture of 
detainees can,take place as they can else¬ 
where in the world. Whenever allegations of 
torture are made even in the press, there is a 
regular investigation by a judicial magistrate 
and if anyone is found remiss in his duty, 
proper action is taken. Police personnel found 
gpilty of tortunng detainees are liable to 
receive exemplary punishment.” 

Is the torture, then, legal? 

Can confes.sions be extracted by torture and 
produced before a court of law as evidence'^ 

Are, the couas of law going to accept such 
confessions as evidence of guilt? 

APDR 111 Its report narrated: “It may be 
noted that causing hurt to the arre.slcd persons 
under police cu.stody, not to speak of public 
flogging, IS not only impermissible, but also 
a penal offence under Sections 3.?0 and .3.31 
of IPC. Section 29 of the Police Act of 1881 
and Article 20(.3) of the Constitution of India 
clearly forbid such course of action. Rule 3 of 
the Police Code of Conduct lays down; ‘They 
(the police) should not usurp the functions of 
judiciary and sit in judgment on ca.scs. Nor 
should they avenge individuals and punish 
the accused'. Because Section 101 of Indian 
Evidence Act clearly stipulates that the ar¬ 
rested person has the nght to have the benent 
of the presumption of innocence till his guilt 
IS proved. Several .Supreme Court judgments 
have upheld the spint of this Act..” 

Under Article 21 of the Constitution, every 
one in this country has a right to live with 
dignity. But, unfortunately. Article 22, Clau.se 
2(3) (b) and Clause 2(4) of the Constitution 
give power to the pau'liament to pass draconian 
legislations and succcssi ve governments from 
1930 have passed anti-people legislations 
likePD Act, MISA, NSA, ESMA andTADA, 
with the help of which all the governments 
without exception have ruthlessly suppressed 
people’s aspirations. Hus immense power 
has been misused by the politicians, with 
the help of the police, on a massive scale 
The constitutional pu.:>.ction has become, 
because of these legislations, more illusory 
than real for the people for whom it was 
particularly meant, i e. the have-nots, the 
dalits, the oppressed classes, which compose 
nearly one-half ot the population ot India 

In no civilised country, ihc confession ot 
an accused will be accepted m a court of 


law —a confession which has been made 
before a police officer. But, unfortunately, in 
this country in some cases such confes¬ 
sions arc accepted in a court of law. Read in 
this connection. Section 8 of the Railway 
Property (Unlawful Possession) Act, 1966. 
Qua this section the Supreme Court said in 
1981: “Officer of Railway Protection Force 
making inquiry in respect ofan offence under 
Section 3 of the Act is not a ‘police officer’ 
within the meaning of Section 25 of the 
Evidence Act and, therefore, any confes¬ 
sional or incriminating statement recorded 
by hi m, in the course of an inquiry under this 
Act, cannot beexcluded from evidence under 
the said Section”. 

Under Railway Protection Force Act. 1957, 
Section 14. such power is there. Taking cue 
Irom these two earlier acts, in the Terronst 
and Disruptive Activities (Prevention) Act, 
1987, Section 15, the power has been given 
to a police officer not below the rank of an SP 
to extract confession from an accused and use 
It in a court of law.' TADA is the most 
atrociousof all the prevent! vedetention legis¬ 
lations and if such power is given to a police 
olficer, then, god help this nation and its citi- 
reas. A conlemporarian entry in tiicj.uI hospital 
of Tihar jail was brought to the notice of the 
Supreme Court by a prisoner called Sunil Batra 
and the jail hospital register reads; 

“One prisoner, Prem Chand s/o of Prahlad 


has developed tear of anus due to forced 
insertion of stick by someone. He requires 
surgical repair and his bleeding has not 
stopped. He has to go to Irwin Hospital 
immediately. 

Thiscntiy in the jail hospital register roused 
the conscience of the Supreme Court and the 
Supreme Court said in no uncertain terms 
that the prisoners do not lose their precious 
fundamental rights guaranteed to them under 
theConstitutioneveninsidethejail. “Whether 
inside prison or outside the prison a person 
shall not be deprived of his guaranteed free¬ 
dom save by methods right. Just and fair. The 
court has a continuing responsibility to 
ensure that the constitutional purpose of 
the deprivation is not denied by the prison 
administration.” 

Justice Douglas of Amoican Supreme Court 
was quoted with approval when he said;^ 
“Prisoners are still ‘persons’ entitled to all con¬ 
stitutional rights unless their liberty has been 
constitutionally curtailed by proc^ures that 
satisfy all therequirementsofdueprocess.'”nic 
Supreme Court said; “Perhaps the most impor¬ 
tant right of a prisoner is to the integrity of his 
physical person and mental personality.” 

In respect of the coastitutional and admin¬ 
istrative aspects of the prison justice, the 
Supreme Court gave the following guidelines. 

“(1) It IS imperative, as implicit in 
Arlicic 21, that life or liberty, sh^l not be 
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kept in suspended aniiSMdoh'Or congealed 
into animal existence without the freshening 
flow of fair procedure. Fair procedure in 
dealing with prisoners calls for another 
dimension of access to law-provision, within 
easy reach, of the law, which limits liberty to 
persons who are prevented from moving out 
of prison gates. 

“(2) No prisoner can be personally sub¬ 
jected to deprivations not necessitated by the 
fact of incarceration and the sentence of 
court. All other freedoms belong to him—to 
read and write, to exercise and recreation, to 
meditation and chant, to creative comforts 
like protection from extreme cold and heat, to 
freedom from indignities like compulsory 
nudity, forced sodomy and other unbearable 
vulgarity. 

“(3) Inflictions may take many protean 
forms, apart from physical assaults. Ashing 
the prisoner into a solitary cell, denial of a 
necessary amenity, and more dreadful some- 
umes, transfer to adistant prison where visits 
or society of friends or relations may be 
snapped, allotment of degrading labour, as¬ 
signing him to a desperate or tough gang and 
the like, may be punitive in effect. Every such 
affleation or abridgement is an infraction of 
liberty or life in its wider sense and cannot be 
.sustained unless Article 21 is satisfied. There 
must be a corrective legal procnlure, fair and 
reasonable and effective. Such infraction will 
be arbitrary under Article 14 if it is dependent 
on unguided discretion; unreasonable, under 
Article 19 if it is irremediable and 
unappealable; and unfair, under Article 21 if 
it violates natural justice. 

“Likewise, no personal harm, whether by 
way of punishment or otherwise shall be 
suffered by a prisoner without affording a 
preventive, or in specific cases, posi facto 
remedy before an impartial, competent, 
available agency. 

“(4) The prison authority has duty to give 
effect to the court sentence (Sections IS and 
16 of the Prisoners Act 1900). To give effect 
to the sentence means that it is illegal to 
exceed it and so it follows that a prison 
official who goes beyond mere impri.son- 
ment or deprivation of locomotion and as¬ 
saults or otherwise compels the doing of 
things not covered by the sentence acts in 
violation of Article 19. Punishments of rigo¬ 
rous imprisonment oblige the inmates to do 
hard labour, nor harsh labour.' Hard Labour' 
in Section S3 Prisons Act has to receive a 
humane meaning. So a vindictive officer 
victimising a prisoner by forcing on him 
particularly harsh and degrading jobs, 
violates the law’s mandate... 

“(5) Violation of provisions of Section 
27(2) and (3) regarding separation of prison¬ 
er's must be visited with judicial correction 
and punishment of the jail staff. Sexexcess« 
and exploitative labour are the vices adoles¬ 
cents are subjected to by adults. The young 
inmates must be separated and freed from 


exploitation by adults. Violation of these 
imperatives will attract Article 19. 

“(6) Any harsh isolation from society by 
long, lonely, cellular detention is penal and 
so must be inflicted only consistently with 
fair procedure. Provisions of Section 29 and 
connected niles in this regard enunciated in 
the previous Batra case must be complied 
with... 

“(7) The stale shall take steps to keep up to 
the Standard Minimum Rules for Treatment 
of Prisoners recommended by the United 
Nations, especially those relating to work 
and wages, treatment with dignity, commu¬ 
nity contact and correctional strategies. 

"(8) The Prisons Act needs rehabilitation 
and the Prison Manual total overhaul, even 
the Model Manual being out of ftKus with 
healinggoals. A correctional-cum-onentalion 
course is necessitous for the prison .staff 
inculcating the constitutional values, 
therapeutic approaches and tension-free 
management. 

“(9) The prisoners’ nghts shall be protect¬ 
ed by the court by its writ jurisdiction plus 
contempt power.” 

in Ih’em Shankar Shukla vs Delhi Adminis¬ 
tration 1980(3) see 526 qua Handcuff, the 
court pronounced: 

‘To handcuff is to hoop harshly and to punish 
humiliatingly. It is necessarily implicit m Arti¬ 
cles I4and 19 that when there is no compulsive 
need to fetter a persons’s limbs, it is sadistic, 
capricious, despotic and demoralising to hum¬ 
ble a man by manacling him. The minimal 
freedom of movement, which even a detainee is 
entitled to under Article 19, cannot be cut down 
by application of handcuffs. 

“To be consistent with Articles 14 and 19 
handcuffs must be the last refuge as there are 
other ways for ensuring security. No prisoner 
shall be handcuffed or fettered routinely or 
merely for the convenience of the custodian 
or escort. Functional compulsions of security 
must reach that dismal degree where no 
alternative will work except manacles. There 
must be material sufficiently stringent to 
satisfy a reasonable mind that there is clear 
and present danger of escape of the prisoner 
who is being transported by breaking out of 
the police control and further that by adding 
to the escort party or other strategy, he cannot 
be keiH under control. The onus of proof in 
this regard is on him who’puts the person 
under irons. 

“Merely because a person is charged with 
grave or serious offences the inference of 
escape proneness or desperate character does 
not follow and, therefore, on that premise 
alone he cannot be handcuffed.” 

Therefore, it is evident that constitutionally 
and legally there is no scope of torture of a 
citizen in this country—whether he is within 
the confines of a prison or not. 

The government of India has subscribed to 
the Charter of the United Nations, 1950, 
which clearly says; - 


“Everyone has a right to life, liberty and 
security of person. 

“No one shall be subjected to torture or to 
cruel, or degrading treatment or punishment. 

“No one .shall be subjected to arbHrary 
arrest, detention or exile.” 

The government of India has entered into 
a number of international covenants related 
to the right not to be subjected to torture and 
cruel, inhuman and degrading treatment or 
punishment. 

in 1979, India ratilied the International 
Covenant on Ci viI and Political Rights which, 
under Article 7, prohibits acts of tonurc and 
of cruel, inhuman or degrading treatment or 
punishment, a prohibition which exists even 
in times of “public emergency which threat¬ 
ens the life of the nation” < Article 4). On June 
23,1979, the government of India deposited 
with the United Nations a unilateral declara¬ 
tion against torture, in which the government 
stated it would comply with the rules for the 
prohibition of torture laid down in the decla¬ 
ration on the protection of all persons from 
being subjected to torture and other forms of 
cruel inhuman or degrading treatment, or 
punishment and implement its provisions 
through legislative and other effective mea¬ 
sures. However, the government stated that it 
reserved the nght not to pay compensation to 
victims of torture. The text of the Unilateral 
Declaration reads; 

“The government of India hereby declares 
its intention; 

(a) To comply with the Declaration on the 
protection of all persons from being subject¬ 
ed to torture and other cruet, inhuman or 
degrading treatment or punishment (General 
Assembly Resolution 3452 (XXX) annex); 

(h) To implement through legislation and 
other effective measures, the provisions of 
the said Declarations. 

“The government of India further declares 
that it re.serves the right not to apply the 
principle contained in Article 11 of the Dec¬ 
laration insofar as it concerns the payment of 
compensation by the state against torture or 
similar offences committed by or at the insti¬ 
gation of public officials.” 

India took repeated initiatives urging other 
member states of the United Nations to make 
such a Unilateral Declaration on Tortures 
which its representative to the United Na¬ 
tions descriM, in 1979, as “a commitment 
by a government on behalf of its citizens”, 
and “a guarantee for these citizens which 
they could claim whenever their rights were 
threatened.” 

But in spue of India having a wonderful 
constitution and having officially committed 
to the Charters and Covenants of the United 
Nations, violation of human rights in its 
myriad forms is going on. One cannot even 
see the dim gray light at the end of tunnel. 

But, then, as Will Durant said: “It is time 
for all good men to come to the aid of their 
party, whose name is civilisation”. 
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IHple Talaq: Posturing at 
Women’s Expense 

Gautam Navlakha 

While supportiiif! the recent Tilhari judgment, the left and feminist groups 
ihould take < are to expose the pseudo-champions of Muslim ssomen 's 
rights who lemain silent about the plight of Hindu women 


n iERb IS Jti apparent similanty between the 
Supreme Court judgment ot 1985 granting 
maintenance to Shah Bano and justice 
Iilhan’s judgment of April last decianng 
recitation of ‘lalaq' thnee at one sitting or 
during one 'luhar' (menstruation period) as 
unconstitutional 

The reservation about the Tilhari judg¬ 
ment IS not whether a judge under transfci 
can take up such a case, or that the judge 
exceeded the jurisdiction by looking into the 
mode of divorce in a case which had to do 
with Urban Land Ceiling Act The issue that 
IS of interest is that justice Tilhan who pro¬ 
nounced such a momentous judgment is the 
samejudge who delivered themfamous judg¬ 
ment which allowed darshan at the spot where 
communal-fascists of the RSS had demo¬ 
lished the Babn masjid and had then gone on 
to construct a make-shift temple This 
judgment was based on the specious plea that 
Ram IS a “constitutional entity" since his 
photograph was there in a copy of the consti¬ 
tution bequeathed to jusUce Tilhan by his 
father* One is also surpnsed because justice 
Tilhan has not shied away from desenbing 
himself as a “Hindu nauonalist” Thus a 
judge who declares customary practice of 
lalaq as unconstitutional but had no hesita- 
Uon in validaung a cnminal act ol demolition 
as constitutional cannot escape public scru¬ 
tiny Therefore, if someone is sceptical about 
the judgment it should not Cause surpnse, 
rather it should raise the question whether the 
judgment was predicated on the assumption 
that Muslim orthodox leadership would react 
in a predictable way and the secular lobby 
would be compelled to support the judgment 
This IS what has happened There is no doubt 
that Muslim women suffer due to the ease 
with which Muslim men divorce their wives 
It IS also true that countries such as Pakistan, 
Syria, Algena, Libya, etc, have outlawed 
talaq through one sitting Nevertheless, we 
cannot help raise the issue whether the sup¬ 
port tor the judgment is based on ground of 
women’s rights or whether it is based on the 
communal argument of Muslim obduracy 
and backwardness Ludicrousasitmay sound, 
this IS thecrux of the issue smee no In^an can 
remain indifferent to the question of motiva¬ 
tion after December 6, 1992 Many who 
support the need for reform by shading 
crocodile tears about the plight of divorced 
Muslim women arc the very same people 


who sealed their lips when Muslim women 
were being raped and killed in the name of 
Hindu resurgence in December 1992 .md 
January 1991 So, to say that this issue is 
irrelevant is to adopt a convenient posture 
Convenient because it gives the appearance 
of being neutral and equi-distance between 
various fonns of communahsm and patri¬ 
archy without in tact being so Indeed, the 
appalling ignorance of Indian progressives 
and reactionanes about the infirmities of the 
Hindu personal ccxJc and its anti-women 
character compares with their knowledge 
about the Muslim personal code and its short¬ 
comings 

Docs this mean that Muslim women should 
continue to suffer because of the communal- 
fascist threat * And is one implying that since 
the motives of several champions of Muslim 
women's rights are suspect, one should not 
support any reform lest it further alienate an 
aggneved community'* Actually, oncis mere¬ 
ly stressing the need for being consistent and 
learning from the mistakes made in 1985-86 
by supporters ol Shah Bano Let us recall that 
the left and feminist groups then confined 
their campaigning to Muslim women This 
skewed their project, since in the name of not 
diluting the parliamentary and non-parlia- 
mentary opposition the protagonists did noth¬ 
ing to project their fundamental differences 
with the communal-fascists nor did they ex¬ 


pose the hypocrisy of the pseudo-champions 
of Muslim women One would have expect¬ 
ed that i n the I ight of developments si nee then 
these women’s light activists would devote 
at least some energy to highlighting the weak¬ 
nesses of other personal codes But events 
lollowing rilhaii judgment do not reveal 
them to be much familiar with Indian social 
reality It is as though they are either too timid 
to voice the demand fur the need to reform the 
Hindu Code Bill or continue to believe that 
the Hindu personal code has been reformed 
to a point that not much by way of protecting 
women’s rights is required On both counts, 
the situation calls fur urgent {eview Let us 
nut forget that the Hindu Code Bill of 1956 
was a much diluted version of the onginal 
draft and that even the act has been changed 
over the years through judicial pronounce¬ 
ments and parliamentary amendments to the 
detriment of women What is moic, there is 
an in-built bias in the code in favourof Hindu 
men with clear economic and social benefits 
accruing to them as against women 
It IS time that those who support Muslim 
women’s nghlcducate themselves about other 
personal codes and put forwaid a concrete set 
of demands for reform in all jx'isonal codes 
theieby exposing the communal-fascists and 
their fellow-travellers who are wont to adopt 
convenient positions 1 hisaluncistlieway in 
which communal polaiisation can be avoid¬ 
ed and instead one between piotagomsts and 
opponents of women’s rights can be brought 
about Those who gloat at the predicament of 
the Muslim liberals must be pushed to define 
their fiosition vis-a-vis the plight of the Hindu 
women, something most Indians very conve¬ 
niently like to gloss over Or else we are 
condemned to relive the hypocntical cam¬ 
paign on behalf of Muslim women as it 
happened in 1986, which became the guise 
for the appeasement of the communal -fascists 
through the opening of Babn masjid 
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The G7: Spectre of Job Destruction 

Frederic F Oalrmont 

Big Capital's policies of labour exterminism reduces the market that 
capitalists need to realise their profits, even as corporate investment is 
hamstrung by the prevalence of unused industrial capacity. At the same 
time, spending by the capitalist state is inhibited by the uncontrolled 
growth of the national debt. These are three interrelated facets of the 
global capitalist crisis and the contradictions inherent within it. 


THE two-day jamboree on unemployment in 
Detroit by the world’s seven leading capital¬ 
ist countries is now over. Tbe chairman of the 
meeting stnick the right chord. “We want the 
unemployed to understand that they must not 
have high expectations about this meeting. It 
IS nothing more than an exchange of ideas." 
Hie ruling class message is very clear. 

For a politically beleaguered Clinton ha¬ 
rassed by alarming trade imbalances it was 
a vulgar public relations stunt to exhibit his 
ostensible compassion for the plight of the 
unemployed. The G7 talk show coincided, 
however, with the tragic announcement by 
Second Harvest, the largest US Food Bank, 
that one in 10 Americans, or an estimated 
26 million people, rely on charitable food 
agencies to eat. Most of these are desperate 
families driven into the ranks of the desti¬ 
tute, the hungry and the homeless by 
joblessness. 

'Fhat in a country that unceasingly pro¬ 
claims Itself the richest country in the world 
and leader of the free world; that in a 
country in which Clinton and his cronies 
were blasting China for their alleged flout¬ 
ing of human rights. Forget the ballyhoo 
and the empty moralisms of your irrepres¬ 
sible corrupt administration just for a while. 

What we want to know Clinton is where 
are the human rights of these tens of millions 
of marginalised working peoples in your 
country, and those sl^ggling on the poverty 
line, and even the middle classes, that have 
been junked by caplitaUsm into the garbage 
can of history? Could you imt have the sense 
' of decency to cut the double-talk about hu¬ 
man rights? 

It was symbolic that this onemployment 
buU session was held in Detroit, once the 
proud capital of Ammica’s auto industry; a 
showcase to tbe world of US industrial 
capitalism. Today, Detroit is a smelly and 
polluted industrial wasteland, a landscape 
of unbear^le urban desolation, its rolling 
buildings, its uncollected garba^, where a 
pervasive mood of utter hopelessness and 
desperation prevails; Detroit encapsulates 
the moribund nature of US capitalism in its 
most pi^oiogicai manifestations. 

Robert Reich, US secretary of labour, 
hastened to add apologetically that one- 
third the adults in Detroit are unemployed; 
indeed, tbe unofficial figureis much higher. 
Never mind. What he was too embarrassed 
to say was that it has by far the highest 


crime i.ite in the US. second only, at a 
world level, to Rio dc Janeiro. 

Driving Down Price of Laboi'r 

What the supreme political spokesmen of 
Big Capital in Detroit could not say—under¬ 
standably the very word capitalism was not 
even mentioned in their palaverings—was 
that unemployment i s not an aberration of the 
capitalist system, lathcr it is inherent in the 
very workings of capitalism whose core is 
capital accumulation That is savings, invest¬ 
ment, profits and the propertied class rela¬ 
tions that dominate and deternune the sys¬ 
tem’s trajectory. 

In the fallacious conception of mainstream 
economics, unemployment is mandatory so 
that inflationary picssurcs are dampened; in 
the perception of the capitalist in all phases of 
capitalism’s development unemployment is 
deemed an imperative to maintain ’flexibility’ 
in the labour market. What ‘flexibility’ de¬ 
mands is the creation of a reserve army of 
labour; that is not simply a supply of labour to 
meet a given demand of labcur, but rather an 
oversupply of the commodity labour power. In 
short, a situation in which labour competes 
against labour to dn ve down the price of labour, 
i e, wages, the income of the working class. 

A common theme now heard with increas¬ 
ing clamour by corporate impresarios and 
their political hatchetmen is the need to break 
the Welfare System and all its worics. That is 
called injecting the dynamic of flexibility. 
Dismantling the Welfare State and the gains 
that flow from it is now one of the prime 
targets of Big Capital This, of course, has 
always been the ca.se in capitalism’s history, 
but in certain phases of the business cycle the 
demands are more muted. 

Unemployment has now hit levels unpre- 
cedentnl since the Great Depression. The so- 
called cyclical upswings or bouts of prosper¬ 
ity have not appreciably reduced the joble.ss 
ranks. Around one quarter of the Spanish 
workforce is unemployed. It matters little 
whether the hegemonic political force in 
power is Social Democrat (as was in France), 
Monetarist or Keynesian. The end result is 
the same. Capitalism’s crisis, of which unem¬ 
ployment is one of its grimmest traits, has not 
altered the functioning of the system. The 
idle chatter of People's Capitalism and the 
Affluent Society have now vanished. 

Corporate ‘restnicluring’ or ’downsizing’, 
to use the current jargon, was a major theme 


of the G7 talk show. The drive ‘to restore 
competitiveness’ so vigorously touted in 
Detroit, and through every media outlet that 
the bourgcoKsie has grabbed, has already 
wiped out tens of thousands of jobs, with tens 
of thousands more to follow. Since 1991, 
9,00,000 jobs have been eliminated in Ger¬ 
many, in 1994, another 4,50,000jobs will be 
liquidated. This will boost German jobless¬ 
ness to atound 12 per cent of the woikforce. 
It IS in this context that one sees the relentless 
dnve of capitalists and their state machinery 
to pursue the class struggle every where against 
labour at any costs, and with no holds barred. 

Massivf Rise in Unemployment 

The dogmatists of Big Capital are on the 
rampage Listen to one of the ideologists of 
the ^onoinic Gulag, tlie German ambassador 
in Rome, Konrad Seitz: “I have no doubt”, he 
pontificates, “that ‘restructuring’ will work, 
thus making Europe’s industry more com¬ 
petitive’’. Now the clincher: "the price is 
clear: big cuts in the labour force and a 
massive rise in unemployment are called 
for". He goes on to contend “that for German 
industry to reach top productivity levels, it 
would have to consider superfluous some¬ 
thing like 38 per cent of the labour force". 
Obviously not included in this horrendous 
extemunatoiy number is his immediate coterie, 
his family and himself This ejaculation must 
not be mi.sconstrued as the rantings of a mad¬ 
man. He IS not simply juggling with numbers. 

He IS a political gauleiter of Big Capital m 
much the same way as his SS precursors 
were. In his class, and in the G7 as a whole, 
that kind of crocodile logic has become 
commonplace. It ought not to be forgotten 
that it was precisely the substance and sha¬ 
dow of that logic that drove the German Con¬ 
federation of Employers to bankroll the likes 
of Adolf Hitler which ensured the success of 
his power grab in January 1933. 

Likewise, Carlo de Benedetti, chairman of 
Italy’s Olivetti, boasts that he slashed in three 
years his workiorce from 60,(X)0 to 38,000 
and “I can assure you that I’ am not at the end 
of my road”. His prescription is banal: lower 
production sites overseas, notably in 
Bangladesh and Vietnam, whose political 
leaders advertise themselves as the possess¬ 
ors of the world’s cheapest labour power; 
battling the Welfare Slate head on. This 
includes hammering the unions and demol¬ 
ishing or drastically cutting non-wage con¬ 
tributions, that amount to about 30 p^ cent of 
total labour costs. 

By 1995. the numberofjobless Europeans 
IS expected to hit over 20 rrallion, about a 
quarter of them between 18 and 25 years of 
age. The chairman of France’s employers’ 
confederation, Francois P^ogot, now la¬ 
ments: “Wcare living beyondourmeans. We 
have lost our technological edge. We are not 
prepared for the future, or for international 
competition”. By now this is an old tune that 
tries to retain its youthftilness by being re¬ 
peated again and again. In short, the cause of 
capitalist crisis is the wortcing class. 
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Even with an elementary knowledge of the 
conditions of the F'rench working class can 
one genuinely say that it is ‘living beyond its 
means’? How can one make such a blatantly 
mendacious statement when the evidence 
overwhelmingly indicates that the French 
working class and the youth arc victimised 
by endemic unemployment, wage cuts and 
collapsing living standards? Trade unionists 
and other political activists are being 
hounded out of the factory floors. 

Living beyond one’s means? And what 
of the monstrous and exponentially rising 
social inequalities that have mushroomed 
in France over the last two decades, speci¬ 
fically under the Mitterrandist ‘socialist’ 
regime? Obviously this is not exclusively a 
French capitalist phenomenon: it is the 
relentless application of IMF/World Bank 
structural adjustment policies, uninhibited 
liberalisation, deregulation, privatisation 
and the scuttling of the public sector, wed¬ 
ded to the psychology of corporate greed 
and acquisitiveness. 

Capitalist mouthpieces of the above 
cited breed are surely not oblivious of the 
horrendous levels of unrestrained capital 
concentration that is taking place in the 
world economy? The shallowness, and 
viciousness, of Big Capital’s ideological 
offensive does not choose to define what 
‘living beyond one’smeans’ is. Areminder 
is necessary. 

Let us look briefly at the world’s top 200 
corporations, that is the profile of what we 
have designated as the ‘Global Economic 
Gulag*. Their total sales have soared from 
about S3 bn in 1982, to over $5.8 bn in 1992; 
their share of global GDP climbed from 24.2 
to 26.8 per cent. This was occurring at a time 
when the world capitalist economy was in the 
doldrums. 

The Transnational Corporation (TNC), 
in particular, has become one of the major 
job liquidators in capitalism’s history. For 
Big Capital such liquidations are the Grand 
Celebration. This mass liquidation of work¬ 
ing peoples by corporate capital is being 
done notwithstanding their Himalayan 
heights of profitability. This is the rationale 
of the bottom line. 

Chanuing Nature of Work 

The golden decade of capitalist growth 
in the 20th century lasted about two de¬ 
cades: 1955-1975. Since then the world 
capitalist economy has crawled into a phase 
of relative stagnation. One of the essential 
by-products of the current capitalist crisis 
has been a huge shift in the nature of the 
work process. 

This IS marked by the fragmentation of 
the workforce. Conventional unemploy¬ 
ment in manulactunng and service sectors 
is being replaced at an accelerated tempo 
by part-time non-unionised labour. For the 
capitalist, such institutional devices yield 
prodigious profits: labour costs are no 
longer part of fixed personnel charges; va¬ 
cations and health insurance costs are non¬ 
existent. L.ibour cun be hired and fired at 


will. In all OECD economies such labour 
recruitment strategies have become 
generalised. 

Liquidation of permanent employees not 
only introduces ncxibilitjy and curbs costs, 
but no less important is that it provides for a 
higher degree of socio-political control over 
the labour force. What we arc seeing is the 
coexistence of a nsing number of precarious 
part-time workers and a cutback in perma¬ 
nent employees. 

Such labour fragmentation is matched by 
the practice of keeping wages well below 
gains in productivity. Gains in labour pro¬ 
ductivity has never been equitably shared 
with workers. The system is not engineered 
for this purpose. Fidel Ramos, Philippine 
strongman, deli vered the message straight on 
in an address to industrialists: “I don’t want 
to hear talk of wages and productivity gains 
going hand in hand. What makes sense is that 
wage costs must be kept in check. Grasp this 
point well for it is the price of your survival 
and means for enhancing our international 
competitive capabilities.” That in a poverty- 
stricken country with one of the lowest in¬ 
dustrial wages in the world. 

What Ramos as a compradore politico has 
frankly acknowledged is precisely what has 
occun^ in the OECD group of counuies over 
the last 15 years. The drive to boost productivity 
means extracting a greater and greater actu^ 
economic surplus, that is net profit, from a 
smaller and smaller ^fenceless workforce 
employed at stagnant or falling real wages. 

i^oductivity which is output per worker 
depends on how much can be produced by 
the capitalist with a given unit of labour. 
Productivity is therefore the rate of exploita¬ 
tion of the working class. The classic and 
oldest way of exploiting labour has been the 
lengthening of the working day; the second, 
without lengthening the working day, is to 
speed up the work tempo; the third, the 
introduction of labour-saving techniques with 
automation the highest expression. As 
Frederick Winslow Taylor, the father of 
rationalisation at the turn of the century 
noted, all three are interdependent. 

In her significant analysis of labourtime in 
the US \The Overworked American: The 
Unexpected Decline of Leisure Time] Juliet 
Schor of Harvard indicated that the average 
US workerin 1987laboured 163hours longer 
per year than in 1969. In less than two de¬ 
cades a full month of labour per year had been 
added matched by a similar deduction of 
leisure time. 

The world has felt the brunt of Japan’s 
conquest of world markets. Certainly ro¬ 
bots and industrial organisation have played 
their part, but more important has been the 
savage exploitation of the Japanese work¬ 
er. There has never been any ‘miracle’ in 
Japan. What there has been is a state of 
sustained super-exploitation. In 1987, Ja¬ 
pan’s industrial workers sweated out 2,168 
hours a year, compared to 1,949 for US 
woikers. The miracle is explicable in terms 
of blood, sweat and raw muscle toiling for 
the nation’s Big Capital. 


Summing up the impact of falling real 
wages in the US Schor wntes: 

In return for a 1970s standard of living, 
employers are now demanding far more 
hours. For the production and non-supervi- 
sory employees who make up 80 per cent of 
the labour force, these demands have been 
substantial. According to our calculations, 
just to reach their 1973 standard of living, 
they must work 245 hours more, or six-plus 
extra weeks a year. 

It IS palpable to whom the gains of produc¬ 
tivity go. What is frequently lost sight of in 
the current debate on unemployment and 
productivity is that when total output is .sta¬ 
tionary any rise in labour productivity boosts 
unemployment. To claim that boosting pro- 
ducti vity is the key to recovery as Clinton did 
in Detroit is merely to ignore that global 
industrial output is now around 65-70 per 
cent of capacity. 

Failure to work at full capacity cannot be 
imputable to a decline in worker producti¬ 
vity. IThe fondamcntal of fundamentals fac¬ 
ing capitalism, the supreme challenge is not 
boosting productivity but chronic over¬ 
production. Here the contradiction of the 
system comes into full play. 

Inherent Contradictions 

One of the consequences of restructuring 
has been mass, sustained unemployment and 
the nosedive in real wages. Under these con¬ 
ditions is it surprising that this has led every¬ 
where to a dramatic fall in labour’s share of 
the gross domestic product, and a para! lei rise 
in the share of profits? The battering of 
labour by the heavy artillery of'Il^atcher and 
Reagan—they are not alone—hsa yielded a 
giant bonanza to capital. In the short and 
medium term that will, however, and indeed 
already has proved self-destructive. 

Do the architects of these strategies believe 
that the labour holocaust on such a massive 
and continuing scale will solve the problem 
of overproduction, or under-consumption 
which is the other side of the coin? 'The 
evidence points to one implacable conclu¬ 
sion: Big Capital’s policies of labour 
exterminism will reduce the market that 
capitalists need to realise their profits. 

'This is so because consumption which 
representft60*6S per cent of GDP in OECD 
countries has been slashed by soaring un¬ 
employment, chronic indebtedness and col¬ 
lapsing real wages. Likewise, corporate 
investment is hamstrung not by a shortage 
of capital (there is no such thing) but by the 
prevalence of unused industrial capacity. 
In what manufacturing sectors should 
capitalists invest? And who is going to buy 
their goods? Superimposed on these woes 
is that spending by the, capitalist state is 
also inhibited by the uncontrolled growth 
of the national debt. 

These are three interrelated facets of the 
global capitalist crisis and the contradictions 
inherent within it. Distressingly, there are no 
prospects of any changes on the horizon that 
would alleviate the sufferings of the victims 
of capitalist exploitation. 
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Redirected Anger: ‘Loving Thy Enemy’ 

Peggy Mohan 


Redirected anger o anger that brings violent e to people for whom this 
aggression is not specifically intended If we look at the totality of violence 
around us, we see that most at ts of aggression are, ultimately, expressions 
of redirected anger 


You live alone Right now you walk aloni in 
an anonymous mghi where the happy people 
sleep safe and sound By day you wortc hard 
faceless in a world full of insult and humilia 
non you are powerless to confront or avenge 
You swallow It and store it and watch your 
anger grow big and bright And you wait Wait 
for now As you walk in darkness you look tor 
someone someone you do not know someone 
whose weakness and helplessness will make 
you whole again And now she w ilks into 
your sighh alreidy scared in the loneliness of 
the empty sueet Youi anger glows to meet her 
and your strength becomes infinite You can 
rape So the anger passes on 

VlOI INCH you might say was the earliest 
form of capital* 

Long before there ever existed sui h a 
thing as money to distil and store wealth and 
achievement, man had already discovered 
that the safest way to deal with impotent rage 
was to extneate it from its original context 
and store it to use against an even more 
helpless victim, a victim incapable of any 
real retaliation Since forever frustrated indi¬ 
viduals have sought out weaker individuals 
to vent their anger upon, and created com¬ 
plex chains of redirected violence that ex 
tend down-down down 
The boss is tense and angry with the board 
of directors, but you cannot shout at them So 
the boss shouts at the assistant The assistant 
dare not argue back, and takes out the frustra 
tion on the typist And the typist takes it out 
on the peon llie peon goes home and beats 
his wife And the cowed wife gets her own 
back by abusing the poor daughter-in-law 
The chain may end in suicide, the vietim- 
aggressor directing the violence back upon 
himself, or herself It is not for notinng that 
the suicide rate drops drastically in tunes of 
war, or that societies handle pent-up anger 
by being either murder prone, or suicide- 
prone* 

Redirected anger is anger that bnngs vio¬ 
lence to people for whom this aggression is 
not specifically intended If we look at the 
totality of the violence around us, we see that 
most acts of aggression are. ultimately, ex 
pressionsofredirectedanger wife-battenng, 


child battering cruelty to daughter in laws 
rape humiliation of subordinates, cruelty to 
animals mugging destruction of property 
communal violence suicide ‘Superficial 
causes are usually referred to when such 
incidents are being reported iiots are related 
to political protest, rapes to sex muggings to 
theft but beneath the surface there often 
lurks the deeper cause—the need to redirect 
unbearable frustrations that have been weigh 
ing on the attackers in their daily lives' 
(Moiris Manytatching, Triad Panther 
Books 1978) 

Some anger of course, is not redirected 
Anger between equals is usually easy to 
icsolvc* and dispel What is less easy to 
resolve directly is ingcr between the un 
equal Redirected ingcrisanangerofhierar 
chy someth n ultimately very social The 
point IS that c implex social structures auto¬ 
matically store and redirect frustration 
towards those who are weaker The point, 
also IS that the resulting violence is 
ahistorical being nothing more than a 
redirection of a very present day frustration 
It cannot in all honesty, be explained 
away as any sort of redressal against those 
who might have done us wrong in a past wc 
never saw 

A Si II AW r'V ictim 

Formal relationships, even formal 
relationships of redirected violence, tend to 
want to settle on a single ideal match 

So It IS not surprising that the list of 
attributes desirable in a victim-mate reads 
rather like the list of attnbutes sought in a 
mail-order bnde The male-female coloura¬ 
tion IS inescapable An ideal victim-mate 
should be big enough to do you credit, 
maybe even to attempt to Hght back 
thereby giving you grounds for attack, but 
never big enough to senously threaten you 
Your wife must do you credit, but never 
outshine you And she must be different 
from you physically by dint of being female 
So, too, a targeted ethnic minonty should be 
large enough to be taken senously as an 


opponent but never large enough to actually 
win inaconllict Andyoushouldbeableto 
point to some congenital feature of 'differ¬ 
ence between the two of you 

The very best victim mate should also be 
one you find beautiful', for as anyone ever 
complimented on being beautiful' can tell 
you 10 be beautiful is to be 'secrctanaT in 
the male world of power ihe compliment is 
actually a dismissal A woman can only be 
beautiluT when her face is expressionless, 
dependent and unconcerned with power 
Andalanguagc.andacultuic are beautiful’ 
tf all that IS left to them is the expression 
of emotional outbursts of poetry, or the 
'sweet sounds of the subsistence eco¬ 
nomy The languages of the men who create 
high technology and the global economic 
order arc not 'beautiful' at all they are 
seiious 

The victim-mate as a beautiful woman’ 
who IS a credit to your good taste* The 
recipient of redirected violence as a 'strang¬ 
er' to the first conflict that brought the hate* 
The arranged marriage quality of the 
relationship is an cene clue that the thing 
we arc seeing belote us is not hale at all but 
a twisted form of love* The kind of 'love' 
that makes any independent woman s blood 
run cold 

EmASC til A riON OR bXTINt noN 

A bare twenty live thousand years ago, 
during the late Pleistocene Ppoch that 
followed the Ice Age, there lived on this 
planet two species of human Cro-Magnon 
man, our ancestor and Neanderthal man 
By all accounts, both species were highly 
evolved social creatures with language 
systems and the rudiments of tool making 
technology 

1 wenty-five thousand years later, in the 
rationalist humanist world of the late 20th 
century where the last ot the tigers and 
whales are still to be found planet Earth is 
home to only one species of human us 
The problem with Neanderthal man. it 
seems, was not that he was too much of an 
animal to share space with us We have 
tolerated the presence of animals in our 
midst even to this day The problem with 
Neanderthal man seems lo have been that he 
was all loo human, and our early ancestors 
must have unleashed upon him the full might 
of their insecurity, frustration and cruelty 
And now, they are all gone Gone, like the 
vanished worlds of the Inca, the Canb, the 
Mayan, the Aztec, the Algonquin nations 
To walk the heights of Macchu Picchu is to 
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look on the graveyard of all those whose 
presence would have warmed our lives, and 
the life of planet Earth And to teel immea¬ 
surably ashamed, and sad 
For those condemned by man there is but 
one escape The wolf opted for it, and be¬ 
came man'sbcst friend, the faithful dog, and 
our love for him knew no bounds Domesti¬ 
cation The ability to acknowledge man's 
supenunty and to sunender yourself to his 
protection And man's closest competitor 
the human female, also accepted terms of 
truce She was not in quite as much danger of 
extinction as Neanderthal man, simply be¬ 
cause she alone could be mother to man¬ 
kind's children But even so, woman has 
always been in a position to pose a real 
alternative to the regime of power violence- 
inequalitv designed and administered by man 
But. being physically weaker she cannot 
win in an out and-out contest based on raw 
power, but neither can she be eliminated So 
the final arrangement formalises the regime 
of power-violence-inequality and leaves her 
secure in a subordinate niche And, the better 
she adjusts to this niche, the more the conflict 
will metamorphose into that perve'-sion the 
poets call love' 

The choice before the victim-male is clear 
to insist on remaining 'masculine' and 
adversanal is to invite continuous conflict 
which could only end in extermination To 
agree to being ‘colonised’ ‘domesticated’ 
that would bnng not just an end to the 
conflict, but maybe even a secure, constrict¬ 
ing marital ‘love’ Communal aggression 
from the dominant group met by direct ‘mas 
euline’-style retaliation results in ‘ethnic 
cleansing' Threat met by ritualised submis 
Sion merely establishes a power-hierarchy 
and strengthens a route for a redirected vio 
Icnce that only serves to perpetuate the 
superstructure of inequality 

‘Auovr ’ nir BATTmiELD 

It stands to reason, if you believe that 
others are 'less' than you, if you basically 
accept the idea of inequality, that you simply 
cannot then exclude the possibility of there 
being some ‘other’ to whom you yourself 
must feel unequal The smug White visa- 
officer at the American embassy or the 
British high commission, born to the pnvi- 
lege of dumping on the Browns and the 
Blacks of this world and making them 
squirm, becomes all of a sudden a flus 
tered sycophant when faced with a foreign 
feudal While presence And he in turn 
squirms embarrassed at his own ‘ordinan 
ness’ Somewhere somehow, the big bad 
titc who has so much anger to redirect our 
ay ‘knows’ that he is ‘weak’, and that he 
ives by the grace of some towering other 
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Our Uf bad macho is only somebody etse’s 
‘little woman’! And this is what makes him 
to bullishly m«i! 

So it should come as no surprise, as we 
look inside the psyche of our own dominant 
group, here in India, that we find an in¬ 
security bordering on utter despair at life 
in the shadow of the successful western 
world—now known as the ‘New Global 
Order'. Not long ago, beforeour men ‘opened 
up’ to the appetites of western man, we lived 
in a pleasant cocoon, snug in the ‘knowl¬ 
edge' of our own importance and indepen¬ 
dence. And we lived, more or less in peace. 
Our very first ‘pogrom’ against an ethnic 
minority, the Sikhs, coincided exactly with 
the start of the regime that formalised the 
flirtation with ‘opening up’, in end-October 
1984. And shortly after, it was found ‘neces¬ 
sary* to redirect tension back at another 
'beautiful' minority who refused to align 
with us unequivocally, and Kashmir was 
'opened up’ as an outlet for mainstream 
anger. And now we have graduated to a 
‘suitable victim’—the Indian Muslim. It 
should give Indian Muslims a grisly satis¬ 
faction to consider that they are, as a 'vic¬ 
tim', proportional in size and importance to 
the emasculating threat of the big western 
world* 

The scenario is actually quite nause¬ 
ating. An Indian trader class forced to agr^'e 
to a relationship with the west that is merely 
a more sophisticated, escape-proof means 
of colonisation. Executives of multina¬ 
tional companies who must agree to salaries 
one-tenth of those offered to the White 
boys back home. But both are grateful, and 
both hide their frustration as they strut 
before the general public. No one, any more, 
has the guts to rail against the White man in 
the west, who has turned our men into ‘toy- 
boys’. Shhh! You will not get your green 
card! Be ‘pragmatic’! In other words, swal¬ 
low your anger, and go home and ‘beat’ your 
‘wife’. And who could be a more creditable, 
more ‘beautiful’ ‘wife’ than the Indian 
Muslim, the one who actually once brought 
you to your knees? It is all ‘her’ fault! 
And, as any woman can tell you, the most 
atavistically cruel beast upon the plane{, 
seething with frustration at his own small¬ 
ness and sense of failure even as he struts 
about spinning illusion, is the ‘toy-boy’. 

There ate some among us who have ex¬ 
pressed surpirse at the quantum of ‘comfort¬ 
able* yuppies who have suddenly turned 
anti-Muslim, railing against the ‘pamper¬ 
ing’ of a minority group. What, you ask, 
could poor Muslims possibly be in a position 
to deprive them of? And how could they— 
who have the most beautiful women dancing 
attendance on them without a whisper of the 
quid prp quo of marriage—how could they 


object to Muslim man ’ s legal right to acquire 
the extra woman or so? 

Well, the answer is crystal-clear: it is our 
yuppy, and no-one else, who is clo.se to the 
source of all the frustration; homo-erectus 
from the new wild west! ‘Manhood’ de¬ 
mands that if 'our' Muslims are to be pam¬ 
pered, we must be the ones to do it! Muslims 
must have no independent access to rights. 
And God forbid they should insist on pro¬ 
jecting, in their man-woman behaviour, a 
‘masculine’ image. Urdu, ghazals, soppy 
romance, veils, deferential manners: these 
are all very nice: Pakeeza was every bigot’s 
favourite film. But it is only a short while ago 
that their armies of men made us into vassals, 
and, what with this new threat from an even 
further ‘North-West’, we have not yet recov¬ 
ered our confidence. Like the celebrated 
Michael Jackson, with his delicate, sculpted 
face, anorexic adolescent body, pale skin, 
flowing hair and explosion of provocative 
movement, minority man becomes accept¬ 
able only when he sheds his old sexual 
image, and tnes to become like our women. 

WORI-D-Wl motiT-END 

We pause, now, on the terrifying thought 
that all the redirected misery we see was fore- 
ordained from the moment, thirty-five 
thousand years ago, when our prehistonc 
ancestors began to compete for the owncr- 
shipof this planet Competitors in stasis, like 
Neanderthal man, had lost the inertia and the 
initiative in the contest, and, too close to 
‘humanity’ for comfort, had to be elimina¬ 
ted. The Inca Empire broke, too, when it 
would not bend; in the .single year that fol¬ 
lowed its conquest by the .Spanish explorers, 
90 per cent of its population was extermina¬ 
ted, and absolutely all of its leadership. The 
few surviving examples of the race are now 
resolutely Christian, retain no direct memo¬ 
ries of the old order, and are resigned to a life 
of poverty. 

It would serve many a puny short-sighted 
purpose if we simply gave up right now and 
concluded that this joyless and increasingly 
tense and exclusive set-up had the power of 
inevitability on its side. Certainly, for it to 
change, for tension and inequality to vanish, 
all our notions of order would have to be 
hopelessly disrupted. 

But there are other natural laws about us, 
larger, much largerthan the patterns of small 
incremental change within ‘closed’ systems 
we know, laws that tell of large systems 
faced with life-threatening crisis taking 
‘bifurcations’. Dying. Giving birth to new 
and different systems. Changing trajectory 
altogether. That is where the ‘outsidm’, tlK 
‘subordinate’ ones, the ‘females’, in art as in 
life, have had a major role to play as a gene- 


bank of die imagination. In the words of one 
oldQuechua Indian of Peru, face to face with 
two travellers from modem India; “diank 
you, for still being alive”. Alive to offer the 
softer but more durable options disdained by 
the world of power-violence-inequality. 
Alive to talk of strange and wondrous things 
like nurture, and love, as forces that might 
make a world go round. Alive to dream of an 
end to insecurity, frustration and loneliness 
in a world full of equals. 

There is an apocalyptic vision in Hindu¬ 
ism itself, more potent than the shrill sight of 
hordes of frustrated, excluded men attacking 
with pickaxes three lime-plaster breasts 
pointed up serenely into the Ayodhya sky. And 
It IS the vision of the Earth Mother herself, 
awakening one day in pain and despair at the 
way her sons have used her bounty. In a 
flash, she knows what she must do. Taking 
upon herself the terrible aspect of the Ugra- 
Chandi, red in tooth and claw, she calls forth 
her attribute of destructive power, and as the 
B lack Mot her strides forth upon her planet to 
destroy and destroy and destroy unqj. in the 
clear light that follows the storm, the Earth 
Itself stands cleansed, cleansed of an old 
order that had mocked at her journey of 
change, renewal and love. 

What irks our Goddess most sorely is the 
way men, silly self-serving men, have sought 
to present her to the world as ‘wealth’; bland, 
disassociated, plunderabic, accumulated 
‘capital’, severing her living link with the 
source ot ail her bounty, the Earth. Because 
Earth knows, in her inllnitc and ageless 
wi.sdom, that disassociation and abstraction 
are only a hoax played on man by his con¬ 
scious mind, and that ultimately, in a larger 
life-cycle, man lives only by her grace. That 
debts will ultimately have to be repaid, sins 
atoned for, and balance restored. And she 
knows, with grim amusement, that the more 
frenzied and outrageous man’s attempts are 
to formalise this world of imbalance and 
inequality, the faster will come the storms 
and the blessed rains of apocalypse. 

An old crone sits beside the scene of 
unspeakable carnage, at the end of Lorca’s 
pulsatingly beautiful drama-poem. Blood 
Wedding, where the tension is Anally gone, 
and balance restored. Who did it, this last 
and final destruction, where the men of 
‘honour’ have all killed each other, and now 
lie dead? Who performed the grisly sacri Ace 
of appeasement that brought a beautiful city 
to its knees, and humanity face to face with 
what it was beginning to become? We 
must not know, we cannot know. It is better 
that way. 

The 'men' are dead and gone, and it 
is morning again. It is time to look to the 
living. 

‘It is the fault of the Earth’, she agrees. 
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REVIEWS 


Social Movements: What’s ‘New’? 

Rohini Hensman 

New Social Movements in the South edited by Ponna Wignaraja; Sage Publications, 
New Delhi, 1993; pp 276, Rs 275. 


THIS book suffers from a lack of dcFinition 
of its subject matter. In his introductory 
essay, Ponna Wignaraja says that “There is a 
qualitative difference between the new 
people's .struggles and earlier liberation 
movements against colonialism, the pca.sant 
movements for land reform, and trade union 
movements” (p 6). The chapter does not 
"presuppose that the new macro and micro 
social processes in the South are homo¬ 
geneous and monolithic. But it will attempt 
to identify several positive elements in the 
chaises in social formations, con.sciousness 
and organisations that are beginning to 
emerge on the ground” (p 5). The implica¬ 
tion here is that the new .social movements 
are the modem successors to earlier libcratory 
movements. However, he pointsout in a note 
that “Not all new .swial movements are posi¬ 
tive. Some, like the movements arising from 
the cruder compulsions of religious funda¬ 
mentalism, arc left out of my analysis” 
(p 3.3). There is a chapter on ‘Ethnicity and 
Separatist Movements in South-East Asia' 
andanothcron ‘The Pale.stinian Social Move¬ 
ment', both desenbing attempts to form new 
nation-states, and it is not at all clear how 
these arc substantially different from earlier 
liberation movements. Yet another chapter 
is about Swadhyaya, a modem version of 
earlier Indian bh^ti (devotional) move¬ 
ments. which “is not directed towards 
modifying or changing social institutional 
arrangements” (p 184); “the organisational 
structure of Swadhyaya resembles that of a 
joint family" (p 193), which in India is a 
notoriously patriarchal and authoritarian 
? institution. So, what's 'new'? 

It is additionally argued that the failure of 
j “the two dominant frameworks of thinking 
• and action—both borrowed”, i e. Marxism 
' and neocIa.ssici$m, to “set in motion pro- 
cesses of social change in the South” (p 4) 
requires that “Several fundamental values 
% which existed in traditional societies must be 
identified and re-examined. Some critical 
I values rdate to looking at life in its totality 
ii'^and all its richness; participation of the 
people in decisions that affected their lives; 
sharing and caring for the community 
£ beyond individual self-interest; trust, in- 
^noccncc, simplicity, thrift; a work ethic with 
^ fine-tuned balance between work and 
^leisure; harmony with nature and a rational 
Jjusc of resources; communal ownership of 
^the commons; and complementarity between 


men and women” (p 20). While it is certainly 
necessary to be critical of existing “frame¬ 
works of thinking and action", this is not 
achieved by wrongly identifying Marxism 
with state capitalism and concluding that it 
has “basic .similarities” with private capita¬ 
lism and iK*o-clas.sical theory (p 13). On the 
other hand, while there are certainly ele¬ 
ments ot traditional culture which could use¬ 
fully be preserved, nothing is gained b> 
idealising it or n whole. Barbaric practices 
such as untouchability and 'sati' (widow 
immolation), both of which involve treating 
whole sections of .society as less than human, 
denying them dignity or control over their 
own lives, haidly lit in with the idyllic 
picture of ‘traditional societies' dcsciibcd 
above. (Unless perhaps, ‘complcmentaiity 
between men and women' means ‘dominant 
men. submissive women’, ‘husband dies, 
wife must die’, etc. and one really believes 
that the people treated as untouchables parti¬ 
cipated in the decision which made them into 
outca.sts of society!) 

Fortunately—and this is the strength of 
the book—there is a diversity in the contri¬ 
butions which allows for alternative points 
of view to emerge. For example, Leilah 
Landim, in her chapter entitled ‘Brazilian 
Crossroads', describes a more complex rela¬ 
tionship with traditional culture, involving 
tension between “the values of citizens, indi¬ 
vidualism, autonomy and equality on the 
one hand, and values of membership, 
holism, hierarchy and complementarity on 
the other. Oiirjoumey with the grass roots of 
society has brought us to walk a tightrope 
that establishes commitments between inno¬ 
vating and coaserving, transforming and re¬ 
specting, overcoming and redeeming" 
(p218). Samir Amin, in his chapter on 
‘Social Movements at the Periphery', de¬ 
scribes the relationship thus; “The ref^usal to 
accept and to grasp the universal dimension 
of culture which the real internationalisation 
initiated by capitalism has already imposed..., 
this refusal and withdrawal into a negative 
culturalist nationalism (simply anti-western 
—and often neurotic) do not constitute the 
possible yeast for an effective response. At 
the other extreme, western-type alienation, 
which definitively separates one from popu¬ 
lar reality, is also a dead end” (p 98). These 
two extremes often feed on each other, the 
destruction of communities by capitalism 
and western indi vidualism producing a back¬ 


lash in the form of oppressive and sectarian 
religious revivalist and ethnic nationalist 
movements. An alternative to both—one 
which respects individual human and demo¬ 
cratic rights while simultaneously alfirming 
values of community and solidarity—could 
perhaps be seen as a legitimate goal of 
genuinely ‘new’ social movements. 

Another major point of dispute which 
emerges from the contributions is the role of 
the stale. Despite his pica for cultural univer- 
salism, Samir Amin's main ltne«f argument 
is built aiound the observation that the un¬ 
equal development immanent in capitalist 
expansion has placed on the agenda of 
history unothei type of revolution, that of 
the peoples (i c, not specific clas.se$) of the 
penphery. This revolution is anti-capitalist 
in the sense that it is against capitalist deve¬ 
lopment as It actually exists bccau.se it is 
intolerable toi these peoples. But that does 
not mean that these anti-capitalist revolu¬ 
tions arc socialist The state here fulfils 
specific (unctions It is the incaius of na¬ 
tional protection and scif-asseiuon, that is, 
the instrument of what we have called 
delinking, in the sense of the subordination 
of external relations to the logic of an in- 
teinal development (which is not simply 
capitalist) (pp 83-86). 

This argument makes the role of the state 
central to the progressive social movements 
which arc envisaged for the future. Most of 
the other contributors, on the contrary, would 
question whether the state can any longer 
play such a role, even if it was at one time 
capable of doing so. For example, Rajni 
Kothari says. 

It is now clear that expectations of such a role 
of the state, and the presumed alliance bet¬ 
ween the state and the masses in such an 
expectation, have been belied. Today the 
state is seen to have betrayed the masses, as 
having become the prisoner of the dominant 
classes and their transnational patrons, and 
as having increasingly turned anti-people 
(pp 62-64). 

Here is perhaps where we come to the crux 
of any useful distinction between ‘old’ and 
‘new’ social movements, if we are to avoid 
trivial distinctions, such as defining as 'new' 
any movements which afe currently active, 
or alternatively defining as 'old' any move¬ 
ments which have been around for a while. 
The ‘old’ movements can be identified as 
those which in one way or another see the 
achievement of state power as essential to 
the process of social transformation they 
seek to bring about; even where they see the 
existing state as the target of attack, theirgoal 
is still the creation of their own state. The 
‘new’ movements, on the contrary, have no 
such goal; even though they mi^t seek to 
put pressure on the existing state to accede to 
their demands, or prefer one form of state 


fl270 


Economic and Political Weekly May 2\, 1994 



over another, the oppressed groups which 
give rise to these movements .would not sec 
the actual control of stale power as contri¬ 
buting to their goal of achieving grcater 
control over their own lives and destinies. 
Their struggles are directed against the multi¬ 
farious relationships of oppression which 
abound in third world societies, often in a 
piecemeal and spontaneous fashion, while 
they might lack the discipline and unity of 
purpose of the old movements, they are also 
less likely to tall into the trap of reproducing 
in a different form the very same unequal 
powerreiationships they are fighting against. 
As Harsh Sethi puts it, “Dominance is exer¬ 
cised by a web of interlocking structures, 
including many not recognised as political... 
Rarely is it realised that unless part of the 
new societal vision is translated into actual 
reality in the course of the struggle itself, we 
arc likely to end up with a societal formation 
similar to Khomeini’s Iran... Continuing old 
social practices necessarily gives rise over 
time to old social relations” (p 2S0). 

Paradoxically, although the focus on the 
capture of state power is seen by most of the 
contributors as being a feature of ‘Marxist’ 
practice, the new social movements have 
much in common with the reclaiming of 
decision-making by working people from 
the state advocated by Marx in his writings 
on the Paris Commune. This may be why 
Daniel Comacho, in perhaps the most rele¬ 
vant chapter entitled ‘Latin America; A 
Society in Motion’, says that “When it 
comes to an analysis of the kingdom on 
earth, Marxism enriched by concepts and 
words from different cultures and ideologies 
has no rival” (p 39). According to him. 

In Latin America today...the ideas of socia¬ 
lism and of working class rule are used less 
commonly than the ideas of a struggle for 
revolutionary democracy and for the hege¬ 
mony of the working people. Revolution is 
put forward as a simultaneous liberation 
from both imperialism and the local oligar¬ 
chic bourgeoi-sie; but there is no talk of 
liberation from imperialism without libera¬ 
tion from the local oligarchic bourgeoisie, or 
of liberation or revolution in order directly to 
achieve socialism. Democracy with 'people 
power' is the great objective (pp 36-37). 
I'feel this defines the agenda of the new 
social movements very well: neither the na¬ 
tionalist ‘people’s revolution’ that Samis 
Amin advocates, nor the establishment of a 
‘socialist’ state, but a gradual extension of 
the democratic space in which ordinary work¬ 
ing people can deliberate over, make deci¬ 
sions almut, and take action on matters which 
intimately concern them. Comacho gives 
examples which illustrate the great diversity 
of these movements; the indigenous move¬ 
ment in Guatemala, struggling against the 
expropriation of their land and genocide of 
thdr people by the state; the urban popular 
movements in Mexico, demanding not only 
“the ri^t to housing and the use of barren 


land”, but also “defence of civil liberties, 
democratisationofdailylifeand organisation 
of production co-operatives” (p 46): the 
neighbourhood movement in Lima, which 
organised popular kitchens, the Glass of 
Milk Programme for children, popular 
libraries and health teams; and the mothers' 
clubs in Sao Paulo, which initiated a move¬ 
ment against the high cost of living and 
“mobilised 20.tK)0 people—in the midst ol a 
dictatorship —in a street demonstration which 
lemained a landmark in the struggle for 
democracy” (p 47). While the feminist con¬ 
tent of the women’s movements is not 
emphasised here, it is clear from other ac¬ 
counts that in Chile, for example, women 
saw a link between male authoritarianism in 
private life and .state authoritarianism in the 
form of the Pinochet dictatorship and fought 
again.st both simultaneously. 

These are only a few examples out of a vast 
and rich array of movements taking place 
throughout the third world. A few of these 
are described elsewhere in the book; for 
example, the Chipco movement, “a classic 
example of non-violent resistance and strug¬ 
gle by thou.sands of ordinary hill folk” fight¬ 
ing to “save the local forest resources from 
commercial exploitation by outside contrac¬ 
tors” (p 127); the movement against the 
Narmada Valley project, a gigantic scheme 
consisting of more than 3,000 major and 
rniiior dams” which, according to estimates, 
“will displace nearly one million people on 
completion” (p 133); and struggles of tradi¬ 
tion^ flshcrfolk against over-fishing by 
trawlers in shallow waters, which not only 
deprives them of their livelihood but causes 
the decimation of young fish and disruption 
of breeding cycles, possibly leading to the 
ultimate disappearance of the fish. (All these 


examples are from the chapter on ’Ecolo¬ 
gical Struggles in India' by Harsh Sethi.) 
However, it is disappointing that there are so 
few case studies of actual movements, and 
large parts of the ‘south' arc completely 
miss mg from the picture (c g, east and .south¬ 
east Asia, mo.st of Africa). 

Comachi) includes the workers’ move¬ 
ment as an important clement in the new 
social movements, noting that “the involve¬ 
ment of the working clas.scs in popular strug¬ 
gles in Latin America implies that these 
struggles adopt a more global and radical 
vision... In Chile, Bolivia and Brazil, the 
participation of the industrial working 
classes in the struggles for democracy was 
unquestionable... In Latin America... the in¬ 
dustrial working class does not constitute the 
entirety of the proletariat. But the develop¬ 
ment of its organisation in industrial 
branches increases its range of action to agri¬ 
culture, the mining industry, services, etc... 
In Brazil, within a different context and with 
different origins, we also find a working 
class which goes further than simple trade 
union demands” (p S3). 

This brings us to the question of wjiether 
the trade union or labour movement should 
be excluded from the (tefinition of ‘new 
social movements’. It is true that some trade 
unions are affiliated to and controlled by 
parties in power or aspiring to take power, or 
may function in a manner which is far from 
democratic. But I feel this is not a sufficient 
reason for writing off the entire mo vement as 
being incapable of expressing the demo¬ 
cratic aspirations of working people. 
Throughout the third world, not only in 
urban but even in some rural areas, workers 
fight—sometimes to the death—to establish 
unions, because this is the only means they 
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h^ve (o avoid total domination by employ¬ 
ers This IS not simply a stniggle for money 
but above all for dignity, and trade union 
nghis are correctly considered to be an es¬ 
sential part of democratic rights Moreover, 
the activities of trade unions in third world 
lountnes are not necessarily confined to 
wage bargaining, but may be quite varied 
and innovative For example the Self Em 
ployed Women's Association (SEWA), 
which was registered as a trade union in 
1972, has fought for higher wages social 
sccunty, protective legislation and other 
benefits for women who work as bidi rollers 
garment workers, tobacco processors, hand 
cart pullcis and contract labourers, it has 
helped women to form and run artisan land 
based livestock trading and service co¬ 
operatives, and It runs a co-operative bank, 
community health programme child care 
centres legal aid service, housing services 
literacy classes and video workshops The 
Chhattisgarh Ma/door Shramik Sangh, 
formed in 1977 is another union which has 
taken up a wide variety of issues, including 
mechanisation health c are, children’s recre¬ 
ation and education, and even alcoholism 
There seems to be no logical reason why 
such organisations should not be seen as part 
of the new social movements 
In tact, when we look at the issue more 
closely It becomes clearthat what is 'new' is 
not the social movements themselves strug¬ 
gles against multifarious forms of oppres 
Sion have existed from time immemorial 
What IS new is the framework which locates 
these movements as part of a process of 
revolutionary soc lal transformation In many 
of the older frameworks as we noted earlier, 
capture of state power is the essential 
element this can be achieved by a neat, 
centralised movement with an easily identi 
fled and glorious climax Even in the non- 
statist Marxist framework, oppression and 
liberation are defined solely in class terms 
and other types of oppression—of women, 
ethnic and religious minorities, etc—is 
downplayed less neat and centralised than 
the statist model, but still relatively simple 
In the new model on the other hand, all 
struggles seeking to abolish oppressive, 
authoritarian relationships, whetherthey are 
based on class, gender, caste, religion, 
ethnicity or anything else, arc seen as part df 
a process of revolutionary serial transforma¬ 
tion It has to be said that these movements 
often suffer from the same pioblem of one 
dimensionality—for example, resistance to 
racist nr icligious persecution which ignores 
gendcrandclassopprcssion women’s libera¬ 
tion struggles which ignore class and com¬ 
munal oppression and so forth Hence a 
framework which iccognises them all as 
making \ necessary contribution towards 
creating a non oppressive anti authontanan 
society would need to bring to each mosc 
ment a w ider vision which encompasses the 


aspirations of all the others, and at a practical 
level seek to build links of solidanty and co¬ 
operation between different movements, not 
only within each country but also interna¬ 
tionally No doubt the model which results is 


SARADAMONl’s book would have been 
highly relevant if published shortly after its 
data collection was over, which was more 
than a decade ago Eighties were the years 
when the proposed aim of the book— the 
Ignored aspects of women’s life—their work 
and contribution to home and society” —was 
being hotly contested and debated Chal 
lenges were being thrown to the officially 
and popularly perceived definitions of 
women s work and the male-centric way 
the census authonties and official data uil 
lecling government agencies were operating 
which refused to take any cognisance of 
women’s economic contnbution, specially 
in the rural sector The questioning of this 
highly piejudiccd entenon led to a senes of 
focused studies on the sexual division of 
labour, differential wage structures lack of 
evaluation or devaluation of women's work, 
etc, all of which have succeeded m turning 
women more visible’ in academia Increas 
ing numbers of studies are now on their way 
to greater sophisticated analysis and 
conceptualisation of women's work in 
myriaci of spheres ranging from economic, 
socio-political and the domestic 

The time lapse in publishing this work 
earlier has therefore eroded the new pers¬ 
pective’ which the author claims to offer to 
Its readers in remoulding their understand¬ 
ing of women’s role in economy and society 
For the purposes of this review we therefore 
wish to highlight certain aspects which, 
although given minor space and attention 
by the author still make this work worth¬ 
while reading 

Chapter VI (pp 84-106), ‘Life and Work 
Profilesof Women’, takes the case studies of 
18 women across the three paddy-growing 
regions of Kerala, Tamil Nadu and West 
Bengal The respondents are both from the 
landowning and labour households Somcof 
these case studies are profoundly moving 
profiles in courage and survival by women 
against extremely heavy odds A number of 
these cases may be aptly bracketted under 
the single women category which encom 
passes widows deserted disorced and un¬ 
married women of different ages These 
single women head their households, cater 
to their immediate or extended families 
which depend in many cases on their single 
income in the face of severe unemployment. 


chaotic, messy, confusing, lacking in aclear, 
simple focus on an identifiable moment of 
glory, but is there any other way of changing 
a reality which is likewise chaotic, messy, 
complex and multi-dimensionai^ 


underemployment and low/discnminatory 
wages Those with male support of husband 
or son/sons are hardly better off The pri¬ 
mary source of income which sustains the 
family in an agncultural labour household 
remains that of the woman The man main¬ 
tains his own pnontics in expenditure which 
eat away not only his income but depletes 
that of the woman as well 

The inclusion of women from land¬ 
owning households introduces an interest¬ 
ing dimension to the case studies and throws 
up certain points of similarities and differ 
ences across caste class and community, 
which may he picked up for further investi 
gallon The recent changes in agriculture 
have meant a greater utilisation of women’s 
work from landowning families within the 
patriarchal structure, which accepts her 
changed role, accommodates her in spheres 
unheard of before, yet affords her no control 
over decision or income and maintains the 
same power equations as before The one 
case which projects different gender equa 
tions and stands in isolation, belongs to an 
agricultural household of Tamil Nadu 
where an illiterate woman by virtue of her 
political stand and participation testifies 
to an entirely different pattern of gender 
relationship 

These thought-provoking studies, all too 
brief, could well provide the nucleus of an 
extended indepth work with a set of entirely 
different questions being posed Also in 
teresting is the perception and observations 
of women respondents regarding unemploy 
ment, alternative employment and avenues 
of income, education, health, family plan¬ 
ning, politicisation of agncultural workers, 
benefits of organised union activity, etc All 
these may be further picked up to gain in¬ 
sight into existing rural problems, the hol¬ 
lowness of government claims, the lopsided 
priorities adopted in poverty alleviation 
programmes and areas of acute and potential 
depnvation which require urgent interven¬ 
tion, both pnvate andUtate In fact what is 
imponant in Saradamoni’s work is not so 
much what she says as what she leaves 
unsaid and unexplored She scores in ger 
minating ideas for future work in women/ 
gender/deve opmental and social studies 
which may bo fiuitfulty taken up by other 
researchers 


Women’s Work 

Prem Chowdhry 

Filling the Rice Bowl: Women in Paddy Cultivation by K Saradamont, Sangam 
Books, New Delhi, 1991, pp X + 138, price not stated 
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Conflict and Compromise 

Devolution and Disposal of Property in a Matrilineal 

Muslim Society 

Lecia Dube 


History provides examples of soiuties that tonu to unept tvio sets of luli s simultaneoush hath being siessed as 
sat tosancf those subsumed in traditional tustomary lass and deriued essentialls fiom kinship and those subsumed in the 
legal codes of their new faiths The inhabitants of the iMksbadsseep group of t ouil islands present a fast mating instance 
of this kind 

The people of Lakshadweep base followed matiilins under the rubric of Islam As a consequence their c one eptions 
of rights relating to property and its actual distribution base been goserned by customary law upholding matrilineal 
principles along with an application of rules deitsing their sane lion from Quranic injmc turns and the sharia 

focusing on the process of dexolution and disposal of property in Kalpeni one of the 10 inhabited islands of the 
iMkshadweep group this study presents situations in sslmh parts oftsso legal systems were used at different points in the 
same disputes or in which there was simultaneous use of elements of both systems 


RIVAI Rir S and dispiites over properly 
within the kinship universe are a ubiquitous 
Icdturc of human soeiai life Rules relating 
to rights over propcity arc icHitcd in spet itii 
kinship systems and are neither unamhi 
guous nor inflexible Often such righ's arc 
negotiable The ambiguity in rule* and the 
multipliLit) of norms that govern choiee as 
well as the complexities of events and tir 
eumstam es leave room tor individuals and 
kin groups to pursue their interests m di 
verse ways Rules, norms and behaviour 
all seem amenable to different interpreta¬ 
tions and to reinterpretation 1 his is espe 
c lal I v evident in societies that function under 
systems of customary law The situation is 
further complicated it, along with the rules 
subsumedundcrilscustomary law a scKiety 
comes under the influence of another legal 
system There have been instances of colo 
nial powers trying to impose their legal 
systems on the populations under tlicir lule 
At other times they have interpreted indi¬ 
genous systems in the light of concepts and 
rules derived from their own legal systems 
History also provides examples of sckic- 
ties that come to accept two sets of lulcs 
simultaneously, both being viewed as sac¬ 
rosanct those subsumed in traditional cus¬ 
tomary law and derived essentially from 
kinship and those subsumed in the legal 
codes Of their new faiths The inhabitants of 
the Lakshadweep (Laccadive) group of coral 
islands in the Arabian Sea oft the south¬ 
western coast of India present a fascinating 
insuncc of this kind They have followed 
matnliny under the rubric of Islam As a 
consequence their conceptions of rights re¬ 
lating to property and its actual distribution 
have been governed by customary law up¬ 
holding matniineal pnnciples along with an 


application of iiiKs dt riving their sanction 
from Quianic injunctions and (he sharia ' 

In this essa> 1 sh ill locus my attention on 
the process of devolution and disposal of 
piopc'ity on Kaipcni island It is based on i 
sciutiny of documents registered in the 
Amin s court liom 1881 to l%6 detailed 
iccouiits of the nios ement of the pniperly of 
some tarasads (ni Urilineal descent groups) 
and a study ol sonic court cases Recent 
changes in the administrative set up ol the 
isliuid have been ij,norud 

This study presents situations m which 
p.uts of two Icgil systems were used at 
different jxiints in the same disputes or in 
which there was simultaneous use ol elc 
ments of both systems Transactions lela 
ting to piopcrty and dtsputes arising from 
them involved persuasion, cajolery the pul 
ling forth ol counter claims, manoeuvnng 
the formation of alignments and icalign- 
ments, and the play of power in the arena of 
justice What is most interesting however 
IS the selective inviRation ol norms and 
values emanating liom two sources 
matnliny and Islam 

Alter a biiel clhriogtaphic account of the 
island of K.ilpeni 1 shall spell out the natuic 
and charac ter of propc rty and also the broad 
rules and processes that govern transactions 
in It I his IS followed by a presentation of 
two complex cases of transactions in pniperty 
and the attendant disputes and their resolution 
In the concluding section an attempt is made to 
analyse the interplay of values and norms, 
rules and processes interests and emotions 

II 

Kalpeni is one ol the 10 inhabited islands 
ol the Lakshadweep group Its inhabitants 
are Sunni Muslims who follow the ShaliT 
school of Llamic law They have been in¬ 
cluded in the list of scheduled tribes by the 


goveminent of India Barring the distant 
island of Minicoy, which is ethnically and 
culturally c loser to the Maldives, the inhab¬ 
itants of all the islands are descendants of 
Hindu settlers from the Kerala coast Ac¬ 
cording to historical and linguistic evidence 
the iiiajor migrations possihlv occurred in 
the 0th and lOlh centuries AD ^ After about 
lourtcnlurics there was an enmas reconver¬ 
sion to Islam brought about by Arab traders 
Hinduism was thus disphiced by Islam, but 
the special loim of matnliny which the 
migiants had brought and which had be¬ 
come cntienchcd becauseof favoutable eco¬ 
logical conditions has survived to this day 
(Dube 1960, 1078 Kullv 1072, Ittaman 
1076 Saigal 19901 

The islands produced only coconut, tish, 
some fruits coat sc grains and vegetables 
Coir making has been the principal industry 
and the coconut has been the basis of the 
economy I he islands have all along sus¬ 
tained themselves thrpugh trade with the 
mainland from wherf they have got those 
necessities that theyr did not themselves 
produce The islanders thus owe to the main¬ 
land then cultural heritage, including lan¬ 
guage and have always depended on it for 
their staple tixxl ncc 

1 he islands seem to have been under the 
authority of one or other Piler from the 
mainland, although dependable histoncal 
evidence is available only tor events after 
the 15th century At the beginning of the 
16th century these islands were transferred 
from the Hntdu Raja of Chirakkal to the 
Arakkal rulers of Cannanore. who were 
Muslims Punng Arakkal rule the islands 
wete admmistered bv karyakars, agents of 
the ruler, assisted by a few mokhyastans. 
karnasars or important people from the 
islands The Amindive group was treated as 
one unit It passed into the hands of the 
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British from Tipu Sultan of Mysoro at the 
end of the 18th century. For the Laccadive 
group there was a century-long struggle 
between the Arakkal rulers and the British. 
Prom 1875 the islands of this group effec¬ 
tively remained in the hands of the British, 
being finally taken over by them in 1905. 
From 1877 each of these four islands had an 
Amin appointed by the government from 
among the karnavars or elders who repre¬ 
sented important taravads. The karnavars 
assisted the Amin in the administration of 
justice. This group of islands was attached 
to the district of Malabar. 

The coir monopoly, introduced in 1764-65 
during Arakkal rule, was the main source of 
revenue for the government. Tree tax was 
levied on pandaram or government land. 
The coir depots established on the islands 
around 1922 provided for the supply of ncc 
in exchange for coir at exchange rates fixed 
by the government from time to time. 

Kalpeni, situated about 220 km south¬ 
west of Kozhikode (Calicut), is about three 
miles long and three quarters of a mile broad 
at its widest. There are five uninhabited 
islets to its south-west and a larger one to its 
north. A lagoon encloses this small group 
within a nng reef and provides excellent 
facilities for fishing. Kalpeni and adjacent 
islands are covered with coconut trees, with 
breadfruit trees forming a distant second as 
vegetation. 

Cultivated edibles included papaya, plan¬ 
tain. yam, sweet potato, ragi, maize and 
beans. The growing of betel vines was also 
popular. Coconut trees supplied the raw 
materials for both coir and copra, the princi¬ 
pal industries. From coconut toddy were 
made vinegar and jaggery, which had a good 
market on the mainland. Fishing was an 
important activity on Kalpeni, but the catch 
was essentially for home consumption. 

In 1962 the population of Kalpeni was 
2,920.* One significant feature of these is¬ 
lands has been the presence of three or four 
caste-like groups which are interdependent, 
hierarchically graded, exclusive and exhaus¬ 
tive. Tradition traces their descent to the 
Nayar.Nambudiri, MukuvanandTiyacastes 
of Kerala. Kalpeni’s population was divided- 
into three groups: the Koya, who were tradi¬ 
tionally landlords and boat owners; the 
Malmi, navigators; and the Melacheri.'db- 
;onut pluckers and toddy tappers. The Koya 
formed over half of the population and the 
Melacheri over a third. The major economic 
relationship, that between keyi (master) and 
tandelan (servant) was between the Koya 
ind the Melacheri. Particular Koya taravarfr 
M- dieir segments were linked to Melacheri 
louseholds in service relationships. Besides 
>lucking coconuts and tapping toddy, the 
mdelan rendered services and assistance in 
various activities including copra-m^ing, 
fishing, the building of boats and houses, 
»ir<making, voyages to the mainland, and 


rituals and ceremonies. Their remuneration 
was mostly in kind. 

Relations between groups were tradition¬ 
ally marked by di.scrimination, social dis¬ 
tance, and various kinds of disabilities which 
were akin to those traditional in Kerala but 
without notions of ritual purity and pollu¬ 
tion. During British rule, particularly in this 
century, the Melacheri successfully fought 
for the removal of disabilities and discrimi¬ 
nation. Gradually they also came to acquire 
some land. The three groups have contin¬ 
ued. however, to remain separate and dis¬ 
tinct, with endogamous mamage as the norm 
as well as the practice. Instances of hyper- 
gamy could be counted on one’s fingers.' 

The island had 22 mosques and two .schools 
for religious education. A high school and 
also a pnmary school for girls had been 
opened by the government. 

The local administration of the island was 
in the hands of the Amin, who was assisted 
by members of the island’s council of el¬ 
ders. In the 1960s this consisted of the 
karnavars of 24 taravads, of whom 16 were 
traditionally recogni.sed Koya taravads.'’ 
Appellate junsdiction for Kalpeni lay in the 
district of Malabar. During the penodic visits 
of the inspecting officer appeals were heard 
and cases decided with the help of the elders. 

Descent was traced through the mother: 
female links alone were recognised for mem¬ 
bership of a matrilineal group and for a right 
to its resources. The traditional pattern of 
marital residence was duolocal, the husband 
being a nightly visitor to his wife’s house. 
Children lived with their mother and her 
matrilineal kin.^ Tlius the elementary or 
nuclear family, either as an independent unit 
or embedded in a larger kinship unit, was not 
institutionalised. 

Marriage always began with a visiting pat¬ 
tern. In the early 1960s, of670 married men 
515 were visiting husbands; 124 lived uxon- 
locally; 23 lived neolocally; and the wives 
of ei^t had moved to live with them [Kutty 
1972]. Uxorilocal residence was adopted 
only after a marriage had acquired stability. 
Divorce and remarriage were common.* 

One’s social identity was derived from 
one’s taravad, whose name was used as a 
prefix to one’s personal name. A taravad 
was a group of individuals, of both sexes, 
who could trace their descent in the female 
line from a common female ancestor. The 
depth of this matrilineage could vary from 
three to six generations. It was birth in a 
taravad, a matrilineal exogamous descent 
group, which gave an individual an inalien¬ 
able right to a share in its property. 

A taravad was not always an economic 
unit that owned property in common and 
organised production and other economic 
activities in aimmon. It might form a pro¬ 
perty group operating as one production and 
consumption unit, it might be a production 
unit that comprised more than one 


consumption unit, or it mi^t have split into 
a number of property groups, each of whidi 
was made up of one or more consumption 
units (Diagrams 1 to 4).^* The splits in a 
taravad or a lower level matrilineal unit 
tended to run along tavazhi or branch lines."* 

Along with the other islands, Kalpeni had 
no codified law. It only had customary law, 
which laid considerable emphasis on prece¬ 
dents. This was referred to as parampara 
(tradition), and in reference to matrilineal 
property and inter-group and interpersonal 
relations within the kinship universe was 
specified as marumakkatayam, which is the 
term used for the matniineal system among 
both Hindus and Muslims on the south¬ 
western coast of India. 

Marriage and divorce were regulated by 
the sharta, specifically by the Shafi’i school 
of law. The .sharta also provided guidance 
for the other crises of life such as birth, 
circumcision and death. But aspects of mar¬ 
riage, divorce and life-cycle rituals were 
also governed by tradition. The Kazi (who 
was usually his taravad's representative on 
the island council) was expected to deal with 
all marnages and divorces. In instwees of 
discord and quarrels he often held meetings 
to negotiate and attempt reconciliation with 
the help of elders. Issues pertaining to the 
settlement of dues between husband and 
wife or other matters relating to property 
arising out of divorce could be referred to 
the island council. All matrilineal property 
disputes and transactions relating to the 
disposal of individually owned property, 
which was viewed as being governed by the 
sharia, was either settled through negotia¬ 
tion or dealt with by the council. 

In connection with the matrilineal 
Minangkabau of West Sumatra, Nikki 
Keddie (1987: 19) speaks of Islam being 
considered classically to consist of two parts: 
ibadat, worship, which includes the ‘five 
pillars of Islam’; and mu'amlat, transac¬ 
tions, which covers the great majority of 
questions regarding this world that are dealt 
with in law and junsprudence." Keddie 
holds that the Islam of the Minangkabau 
was primarily one of ibadat. The distinction 
between ibadat and mu ‘amlat appears to be 
relevant for understanding the process in 
which arguments and counter-arguments 
are put forth during property transactions, 
matrilineal values are repeatedly reasserted, 
and limited use is made of the sharia with 
some flexibility of interpretation. 

m 

Property on Kalpeni consisted mainly of 
cultivable land, trees (mostly coconut), hous¬ 
es and house sites, stores and sheds, pits for 
soaking coconut husk, and fishing channels. 

It also included movables like odam (sailing 
craft), boats, fishing nets, ornaments and 
utensils. Many of these items were not dif¬ 
ficult to dispose of even when collectively 
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owned. Much of the land on the island was 
free of tax. The rest was government land 
(jHindaram) taken on lease, on which tax 
had to be paid on the basis of the number ol 
yielding trees on it. This was known as 
cowle land. C(x;onut trees were naturally 
watched very carefully. 

Property was of two kinds: veUmreha 
(Friday) property and thingalarcha (Mon¬ 
day) property. Friday property belonged to 
the taravad and could not be given away or 
sold without the consent of all the adult 
members of the group. Traditionally taravad 
property was impartible in that there was no 
transfer of absolute right of possession to its 
branches and division was regarded not as 
permanent fragmentation but as an expedi¬ 
ent for the convenience of the group’s mem¬ 
bers. The principle of division of property in 
a matnlineal group gave equal shares to all 
the children of a woman. This stirpital basis 
of divisions was characteristic of Kalpeni 
and Androth islands. Ihe other principal 
islands followed a per capita form of divi¬ 
sion in which all the members of a taravad 
OT its branches were entitled to equal shares 
irrespective of generation.” 

If a taravad or a tavazhi continued to 
grow, each generation might see one dr 
more divisions of property. Each adult mem¬ 
ber had the right to ask for partition and his 
or her .share. The simplest device was lo 
divide the coconuts that constituted the pro¬ 
duce. Another kind of division that was 
common was of trees, mainly coconut trees. 
Houses and storage sheds would also be 
allotted, as would ornaments and utensils. 
The use of fishing nets and soaking pits 
would also be divided. A full-fledged parti¬ 
tion generally involved divisions of trees 
with the help of identifying marks, ctf land 
for planting trees, of cultivable land, and of 


soaking pits, fishing channels, houses and 
huu.se sites, and iriovablcs. Odanu, sailing 
craft, generally continued to be in joint 
possession and use tor lung periods. 

Houses were built and expanded in rcfci ■ 
cncc to particular women. Women were 
looked upon >is their constant occupants, for 
they received their husbands and reared 
their children there. Property was managed 
by a male. Generally the oldest man in the 
oldest generation ol the property group had 
this responsibility, but ability to manage 
and participation m productive activities 
were also taken into consideration. In the 
absence of an adult or responsible male in 
the group it might also be managed by the 
husband of one of the women. This was. 
however, seen as a temporary measure, and 
such a man would not be cal led the karnavar 
of the group. 

Women had an important role lo play in 
production. The making of coir was their 
work. They also supervised or were in¬ 
volved in the making of vinegar and jaggery. 
They had the nght to make simple transac¬ 
tions. Trade with the mainland and the gen¬ 
eral management of property were, how¬ 
ever, in the hands of men. Elderly women 
had considerable power and on the whole 
women were not ignorant of their shares and 
possessions. Women’s consent was essen¬ 
tial in property transactions. 

Divisions within a taravad or a segment 
of it were not regarded as fragmentation, 
because the property still belonged to the 
taravad. It could not be individually dis¬ 
posed of by either male or female members, 
who had only the right to their shares in it. 
Even if a male member moved to live with 
his wife and children and enjoyed his share 
separately, on his death his share would 
revert to his mother’s tavazhi. Matrilineal 


properly was thus supposed to remun witt 
in the taravad 1 f one branch became extim 
its property could go to the next close: 
branch or branches. Even distant matrilinei 
relatives—not only those belonging to th 
same tatavad but also those belonging t 
related taravads which were supposed t 
have had common matnlineal ancestry : 
some time in the past—were regarded a 
attaladavakmht, claimants or ‘heirs aftc 
extinction’. Claims of this kind were a coir 
mon source of disputes over property. 

A male member was nut provided wit 
shelter on the main lineal land as a matter c 
nght. A male who wished to leave th 
production unit often took his share of cocc 
nuts or trees and joined them with those o 
his wife and worked in their production uni' 

It must be mentioned that uxonlocal resi 
dence did not automatically change a man’ 
production unit; although it did provide a 
impetus for men to a.sk for the division o 
matnlineal property. 

After the splitting of a property group ani 
thcdi vision of its pnipcrty among the branch 
es, a tavazhi might acquire more land an 
othci properly. This was referred todlputhii 
iwottu or new property. So long as tfs 
acquisition of this property could be clearl; 
remembered to be of a date later than thi 
partition or was so entered in the records, i 
was treated as tavazhi-taravad (brand 
taravad) property and other branches had n 
nght to claim in under any circumstances. I 
was matnlineal properly for the members o 
the particular tavazhi that had acquired i 
and who were collectively recognised tt 
have conuol over it. Puthia swottu owed it: 
incrca.se to the introduction of cowle lam 
during Bntish rule 

Ordinary divisions of taravad propertj 
were nut documented or registered in the > 
court, but the island’s people knew about 
them. Carving marks on ccKonut trees was 
the most important mechanism for identify¬ 
ing the shares of various branches and sub- ‘ 
branches. Boundanes were often marked ^ 
with stones or were remembered with refer- jl 
ence to known boundaries nearby. Docu- ji 
mcnis were prepared if there had been a i 
dispute over the property, if the shares were } 
proposed lo be uneven, if some property had | 
to be put into the full possession of a parti-1 
cularmcmbei nr branch,and in other unusual | 
circumstances. Docu mentation did not, how-1 
ever, mean a complete severance of ties. ^ 

IV 'i 

t 

Thingalarcha or Monday property was 
known as swontham or one’s own properly J 
and was individually disposable. .Such pro- i 
petty was acquired throughone’sown efforts ‘ 
or through a gift deed or inheritance from || 
one’s father or from some other non-matri -1 
lineal relative such as father’s or mother’s ’ 
father or father’s sister. An important way^j 
of acquiring thingalarcha property was the j 
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Diagram 2 



cnnverMon of velliarcha (Pnday) properly 
through informal agreements or formal 
deeds This often came in direct conflict 
with the notion of collectively owned taravad 
property and the nghts of reversionary heirs 
after extinction It was one of the most 
common sources of disputes 
Monday property being one’s own, its 
owner had full control over it The distinc 
turn drawn by the islanders between 
velliarcha swoiiu and thingalarcha \wohu 
was that the former was inalienable commu¬ 
nal property regulated by island custom and 
tradition (paramimra), while the latter was 
one’s own, individually owned and hence 
disposable, its disposal being governed by 
the shai m This meant that the devolution of 
a person’s intestate montham property had 
to be governed by Islamic law, with suns 
getting two parts, daughters one part, and 
the widow eig^ith share But it was also 
possible tor individuals to gift away 
sviontham property dunng their lifetimes to 
whomsoever they wished, or to prepare a 
will specifying the beneficianes and their 
respective shares Both these courses were 
seen as having the sanebon of Islamic law, 
and in the context of the social system of the 
island were perceised as a provision made 
by religion to enable a man to bnng some 
material benefits to his children 
The history of anumberol related taravads 
grouped into kutumbam shows that taravad 
tradihon was so strong that if there remained 
only one male in a taravad, very often he 
would base his wife and children come to 
live with him and flounsh as a matniineal 
group, combining the names of both 


taravadf There was also a tendency among 
men to convert their Monday property into 
tmazhi taravad property for their children 
which could not then be individually owned 
or disposed of at will The principal argu¬ 
ment m favour of such a move was that if 
such property were allowed to be disposed 
of by males in each generation, it would 
eventually be scattered across their chil 
dren’s taraxadi in small fragments When 
Monday property was gifted to individual 
children, more often than not suns and daugh¬ 
ters received equal shares Somebmes daugh 
ters’ shares might even be larger than sons’ 
Fhe acquisition and disposal of Monday 
property were guided by entirely different 
considerations In his efforts to acquire it a 
man was motivated by a pull towards his 
children and his wife It was true that a 
taravad had continuity through its mem¬ 
bers, Its name and its joint property and that 
men valued this affiliation A strong sense 
of security stemmed from inalienable rights 
in resources tor living Nonetheless a man 
was bound by ties of affection to his children 
and perhaps also by a perceived duty to¬ 
wards them 

Despite mauilineal groupings andduolocal 
residence, a father had an important posi¬ 
tion The socio-religious ceremonies con¬ 
nected with his children’s life cycles re¬ 
quired his presence and placed some obliga¬ 
tions on him A man’s affection for his 
children was clearly recognised In his later 
years he might settle down with his children, 
often bringing his share of taravad property, 
which would revert to his matniineal seg¬ 
ment on his death 


Depending on his authonty and control in 
his matniineal property group, a man tried 
to bnng some matcnal benefits to his wile 
and children He might help them financially 
m the acquisition of property, his name 
being kept out of the transaction foi gilt 
deeds and bequests, of course, he needed 
individually owned property Ihere were 
hardly any avenues for individual e<uning 
Whatever gams were made through work 
ing on and managing the matniineal proper 
ty and through trade were ideally to be used 
for the collecbvc entity Although this ideal 
was not followed fully, it did set limits to 
what an individual m^e could do towards 
acquinng disposable property 
What was prevalent was changing the 
nature ol property, the conversion of some 
matniineal property into one’s own Rules 
were manipulated and circumstances 
manoeuvred to do this With old taravad 
properly this was difficult, particularly it 
the taravad was large or had distant claim¬ 
ants after extinction Attempts to establish 
conboi over such property often ended in 
failure But in the case of puthm sworn, 
newly acquiredpropcrty, which belonged to 
a particular segment, a man could often 
prevail upon other members to execute a 
deed of consent transfemng some of it to 
him as his individual possession Different 
means might be employed persuasion, cajo¬ 
lery, secret deeds made with the help ol 
members of the island council, and some 
kind of bargaining with other members of 
the tavazhi or taravad 
Careful planning and deft manoeuvnng 
could enable a man to convert some 
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matrilineal property into swontham, his own 
and thus disposable. Often the last surviving 
members of a taravad or tavaihi h^ tried to 
give the matniineal property in their charge 
to non-matrilineal relatives—wife and chil¬ 
dren in the case of men and, less often, 
brother’s or son’s wife and children in the 
ca.se of women. 

The analysis of the success or failure of 
these ventures is revealing. The use of cus¬ 
tomary law with some mingling of Islamic 
law as interpreted by those in power, cou¬ 
pled with the paucity of written records 
accorded ample scope for manipulation and 
for the interplay of various kinds of inter¬ 
ests, values and norms. Decisions lay in the 
hands of the council of elders, and there 
were ways of pleasing them. In such cir¬ 
cumstances, when both parties were willing to 
concede a little and thereby gain a little, 
compromise was regarded as the .safest course. 

Interestingly, the same actors had oppo¬ 
site roles in different situations and con¬ 
texts. A father trying to bring some 
matrilineal property into his individual 
possession and a kamavar or other taravad 
member defending the sanctity of the 
matrilineal heritage and the rights of ‘in¬ 
nocent and helpless taravad members’ 
appear to represent contradictory figures— 
but the same persons might play both roles 
in different contexts, and both were ac¬ 
cepted in the island’s culture. Further. at 
different times a man might have different 
intentions in relation to a unit of propetty 
and might invoke different norms and 
values. 


1 present two cases to illustrate concrete 
situations of devolution and disposal of 
property. The abbreviated names ending 
with K or KY stand for ‘Koya’ and rc-present 
males, while those ending with B or B1 stand 
for *Bi’ and represent females.*' 


Case 1 

PP taravad (Diagram 5) was in posses¬ 
sion of old taravad property as well as a 
sub.stantial area aipandaram land taken on 
lca.se (cowle) when KMK of generation I 
was the karnavar. In 1933 there were two 
houses of this taravad but the property h.id 
not yet been divided. In the western house 
lived an old uncle, KKY, and AMB, the 
young daughter of his deceased sister KSB, 
along with her minor son. The eastern house 
was occupied by the tavazhi of AKB, anoth¬ 
er deceased sister of KKY, consisting of 
three brothers—ALK, MMK and ARK— 
their deceased sister SLB’s two daughters 
ATB and BFB, and ATB’s minor children. 
Since KKY was old the property was being 
managed by ALK. He was an efficient and 
strong-willed man and managed the affairs 
of the already prosperous taravad well, ex¬ 
panding Its resources. He was an important 
man on Kalpeni. 

According to island custom KKY and 
AMB (through her deceased mother) were 
entitled to two-thirds of the property of the 
taravad, leaving only a third to all the 
members of the eastern house. ALK’s share 
was located in the second tavazhi. ALK and 
his brothers discussed the matter with some 
elders. They emphasised the unfairness of 
such a division, for their tavazhi was much 
more numerous than the other, and with 
their sisters they were the real contributors 
towards the managerial and productive ac¬ 
tivities of the taravad. They wanted to re¬ 
dress this imbalance by separating some 
property of the taravad before the division 
of the two houses was effected. With this 
end in view they executed a deed according 
to which two pieces of cowle land (one with 
200 coconut trees and the other with 300 
coconut trees) were to be retained in the 
possession of ALK for the general manage¬ 
ment of the taravad properties; some non- 


taxable (jenmom) taravad land and another| 
piece of cowle land were also brought into 
ALK’s possession as manager of the proper-, 
ties, and some other old taravad lands weie| 
put in possession oi MMK and ARK fori 
management. Although ostensibly‘all thisj 
was being done for the sake of efficientT 
management, this high-handed activity was! 
clearly a prelude to the changing of somej 
taravad property into Monday property. | 
KKY and his niece AMB filed suits (Nos, 
13/33 and 14/33) in the island court claim-| 
ing that ALK and his brothers had no right tOi 
take any decisions about the undivided | 
taravad property without their consent. Ini 
January 193A a compromise was effected |i 
and a consent deed was executed with theJ 
signatures of all the adult members of the | 
taravad. The deed was as follows; 

Before the Amtn of Kalpeni Island '| 
The following compromise has been arrived J 
at in the pre.sencc of the Amtn and the'; 
Kutche^ Karnavars present by the parties | 
and tbeii heirs in PP Taravad: V; 

The three lands, viz, the two Cowle lands{j 
to be reuined in possession of ALK as per^ 
possession deed No 611 of 20.2.1933, exe-£ 
cuted by ALK (the first Respondent in sitit| 
No 13/33 filed by AMB and Respondent in| 
suit No 14/33 filed by KKY) and Kutcheiy| 
Karnavar MMK (the second Respondent in| 
suit No 13) and ARK (the third Respondent),| 
for the management of PP Taravad proper-.|i‘ 
ties, and also the Madappally Taravad l8nds;£ 
North Pandaram (S No 1/18) and all ttees.. 
thereon are to be in the sole possession of ALK(j 
and all others have to rehnquish their nghts; 'j 
North Pandaram (S No 1/20) Cowle land isj 
to be in possession of ALK to be enjoyed by;' 
him till his death; after ALK’s death, it is’! 
agreed that the four persons, viz, (I) MMK,*' 
(2) ARK. (3) ATB and (4) BFB can divide Ihe’l 
above into four parts and look after and enjoy* 
them according to their will; and in the eveiil.| 
of the death of any one of the four, theT, 
remaining living members among the fouij 
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EXPORT-IMPORT BANK OF INDIA 

BALANCE SHEET AS AT 31 ST MARCH, 1994* 


LIABILITIES 

R* 

1 Capital 

3 574 177 881 

2 Reserves 

? 251 899 275 

J Proln & Loss Account 

140 000 000 

4 Notes Bonds & Oebenluies 

6 498 279 199 

5 Bills Payable 

- 

6 Deposits 

1 504 404 000 

7 Borrowings 

10 826 559 728 

8 Current Liabilities & Provisions 

3 813 713 877 

9 Other L labilities 

2 459 992 698 

10 Reserve lor possible loan losses 

- 

Total 

31 069 026 658 

NOTE Other Liabilities include Rs 1 

147 182 797 being 

Reserve lor Exchange Fluclualions in respect ol foreign 
currency assets 

CONTINGENT LIABILITIES 

Acceptances Guarantees 

Endorsements & other obligations 

7 516 644 000 | 


ASSETS 

Rs. 

1 Cash & Bank Balances 

2 297 938.335 

2 Investments 

4 079,605 265 

3 Loans A Advances 

4 Blits Purchased 

20 336 743 445 

Discounted Rediscounted 

- 

5 Fixed Assets 

75 093 90tf 

6 Other Assets 

4 279 445 707 

7 Profit S Loss Account 

- 

Total 

31 069,026 656 

NOTE Foreign Currency bank balances equivalent to 

Rs 16 801 000 364 held on agency account arxl the 
corresponding amounts payable subject to fultilment o( 
certain conditions are not included in the above Balance 

Sheet 



PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31 ST MARCH, 1994 



EXPENDITURE 

Rs 

1 

Interest 

1 459 447 951 

2 

Credit Insurance 
(Including Guarantee Fee) 

12 134 038 

3 

Stall Salaries Allowances etc 
and Terminal Benefits 

23 674 320 

4 

Directors and Committee Members 
Fees and Expenses 

6 434 

5 

Audit Fees 

70 000 

6 

Rent Taxes Electricity and 
Insurance Premia 

21 559 644 

7 

8 

Postage Telegrams and Telex 

Legal Expenses 

8 823 198 
499 546 

9 

OBier Expenses 

56 707 412 

10 

Depreciation 

19 637 099 

11 

Transferred to Resenre for possible 
loan losses 


12 

Profit carried lo Balance Sheet 

"579 557 118 


Total 

2 182 116 760 


** ol which Rs 439 557 118 is Iranslerred lo Reserves ami 
Rs 140 000 000 IS payable lo Government as dividend on capital 


' Abndoed and relates to the General Fund 


an increase ot 67 


• Eapoit Mda Increase by 67 per cant 

Export bids made amounted to Rs 14 459 crores 
percent 

- Turnkey contracts won valued at Rs t 225 crores rellect an increase 
ol 142 percenl 

Consultancy contracts secured have gone up by 24 percent 

- 74 contracts secured funded by multilateral institutions 
valued at Rs 563 crores an increase ol nearly 100 percent 
Projects secured overseas include construction ol cottages and pubix: 
centra m Kazakhstan two housing projects and a vocational school 
m Brunei a gas turbina project in Malaysia a sulphuric acid plant in 
Syria 

• Fmanelal Paramalars 

Nat Proln at Rs 58 crores registers increase by 24 percent 
over previous year 

Nelworth ol the Bank goes uplo Rs 583 crores 

OMd^ payable to Government increases lo Rs 14 crores from 

Rs 12 crores ol last year 

• ExpoR PramoHon Mtlailvse 

Fonading programme activated by taciktating transacliortS 


FINANCIAL HIGHUGHTS 

to Japan Australia UAE and Ghana Emm Bank is the sole agency 
apjtroved ^ RBI lor lacililaling loitalting transactions 
EuropeanComi -- 


iuropean Community Investment Partners programme aimed at 
assisting Foreign Direct Investment into India from Europe lakes oH 
wilh sponsorship ol proposals lo EC 
Undenwnting programme launched to enable e' gible corporates lap 
the domestic capital market 

Clusters ol Excellence programme introduced lo assist eligible 
companias m process of obtaining ISO 9000 Certilxation 
Indian Experts assisted under advisory services to bag 8 consultancy 
assignmenlsIorAlOB in Alncancountnes and Poland 
• CoiiqMnanta of our abatagy 
Competitive tmance lor product developmant. 
investment capital export vendor davalopmeni export marketing end 
term export credit 

Encourage and assist two way transter ol mvestment and technology 

Export advtsoiy sennces 

AnalytK»l research on markets and exjxtrt 

opporfurxties 

More than flnance, tee creafe eapoit cepeblllMee 



INCOME 

< (Less provision made dunng the year for 
bad and doubtful debts and other usual and 
necessary provisions) 



Ra. 

1 

InleresI and Discount 

2 143 740,010 

2 

Exchange Commission 

Brokerage and Fees 

35 951,613 

3 

Other IrKome 

2,425,137 

4 

Loss earned to Balance Sheet 

- 


Total 

2,182 116,760 


EXPORT-IMPORT BANK OF INDIA 

Solutions boyonS banfcins 
HaadquMlm: Centre One Floor 2t World Trade Centre Cuke Parade Bombay 400 OOS Phone 2185272 Telex OH 85177 EXIM IN Cable EXIMNOIA Fax 21M07S 
OMcsKNewOelti' Caicuita'Madras'Bombay'Bangaktra'Abkllat'WaslMigton DC 'Saigapore 
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should leiinquish the nght of (he deceased in 
favour of his/her children, 

Madappally land and trees diereon. after 
the death of ALK, should be divided into two 
and looked after by the two houses of PP 
Taravad The Odam named PuthiyaSalamath 
registered in the name of ALK is to be 
managed by and as pier orders of ALK The 
annual sailing to the mainland with copra in 
(he mondi of Kumbham is to be undertaken 
by MMK and ARK, Respondents 2 and 3 m 
suit No 13/33 

The remaining properties lying m possession 
of MMK and ARK as per deed No 611/13 
(effected by (he three brothers) are to be looked 
after by MMK and younger brother ARK along 
with members of ‘Eastern’ FI* House, ATB, 
BFB and others, and the other pan to be looked 
after by the two complainants, AMB and KKY, 
of ‘Western’ PP House, and Noth Pandaram (S 
No l/16)belongington*Taravadnowonlease 
to PKY of MM Taravad, on expuy of the term 
of lease, to be divided into two and looked after 
by both the houses. 

In the event of there being any ceremonies, 
etc n should be celebrated along with ALK and 
the piofits(coconuts)collected from theTaravad 
so far are to be enjoyed by Respondents 2 and 
3 towards clearance of old dehte and tor piay 
ment to Government towards leases, and in 
future ui lespiect of Itendaram leases, tax will be 
paid to the Govemment by the concerned peo¬ 
ple in respect of the land in then’ possession 


Cases 13 and 14 have been settled on the 
above lines 

(Signatures] 

10th lunc 1934 

In this transaction ALK got cowlc land 
with 200 tives as his individual possession 
to be disposed of by him at will The other 
cowle land with 300 trees was to be in his 
possession until his death, after which it 
would be divided equally among his broth¬ 
ers MMK and ARK and nieces ATI) and 
BFB as their individual disposable posses¬ 
sions In the event of anyone’s death the 
shmes of the deceased would be inhented by 
his or her children All this thus became 
Monday property 

ALK also got under his control some old 
taravad land and some more cowle land, but 
without the nght of disposal after his death 
It was to be divided equally between the two 
houses Some more rnravnd land which had 
been plated in possession of ALK’s two 
brothers according to a previous document 
had to be divided into two parts, one to be 
given to each tavazhi 
Two Kutchery Kamavars were assigned 
the duty ot making an equitable division oi 
all the taravad properties including house 
sites, cultivable lands, old taravad land and 
coconut trees, betel vines, breadfruit trees, 
cowle lands, boat sheds, ete The consent 


document makes it c tear that although mem¬ 
bers of the western house could not get the 
two-thirds ol the whole property, to which 
they were entitled according to customary 
stirpital division, they could save a consi¬ 
derable poition ot the property from going 
into the hands of the other house ALK and 
his brothcis tor their part, succeeded in 
getting si/cabic portions of matniineal prop¬ 
erty in their individual possession. ALK 
getting the most out of this bargain In the 
process the two nieces (ATB and BFB) who 
had been persuaded to agiec to the compro¬ 
mise also got sonic Monday property This 
compromise was viewed by ail as the best 
possible solution It has already been men¬ 
tioned that At K had considerable clout on 
the island 

Later all three brothers left the eastern 
house and settled with their respective chil¬ 
dren, to whom thev gave their Monday 
property through gift deeds Their objective 
in changing the status of some of the inalien¬ 
able matniineal property was thus fulfilled 
As ruefully emphasised to me by ARK’s 
children, their father’s eldest brother ALK 
had gained the must in the whole transac¬ 
tion 

It would be interesiing to look at what 
ALK did with his disposable property In 
1943 he executed the following gift de^ in 
favour of his children 
No 1189/43 Gift Deed executed by PP ALK 
tohischildien in KNK House, namely, CRK, 
KNK Bl and her children at present and in 
future 

I relinquish my own rights over my 
nvontham property which is now in my pos¬ 
session Survey No 1/18 North Pandaram 
including all the buildings and trees and 
plants as lava/hi Taravad claims 
iavakaiha) not to be partitioned in future 
My sons CRK and KNK should keep this 
property m their possession and enjoy the fruits 
of It The lax payable to the government (on 
fruit yielding trees) should be paid by them and 
they should get a receipt for the same 

[Signatures] 

23 September 1943 

As IS clear from the deed, ALK had 
changed his Monday, xwontham property 
into the colicctisely owned tavazht-taravad 
property of his children However, even his 
sons and daughter were not aware of this It 
was looked upon by all as individually dis¬ 
posable (although being managed collec¬ 
tively) Monday property ALK lived for six 
years aftei the registration of the gift deed 
and managed tout kinds of property his 
Monday property which he had already gift¬ 
ed to his children his share of his own 
tata\ad's property, which was to revert 
after his death, his children’s matniineal 
property (KNK taravad), and the Monday 
property that h<s daughter and her children 
had been gifted by her late husband 
After ALK’s death in 1952 his share of PP 
taravad property reverted to his matniineal 
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bn Responsibiiity for managing the remain¬ 
ing duee categones of property now fell on his 
two sons While they were doing their best, 
their sister's 20-year-old son SMK began to 
suspect them of dishonesty and maintaining 
incomplete accounts His uncles tried to ap¬ 
pease him by giving him charge of the trees 
gifted by his father, while one of them, CRK, 
continued to manage the rest of die pn^icrty 
live nephew continued to express his re¬ 
sentment He claimed that of the profits that 
the produLUon group earned, his mother and 
her seven children—some of whom had 
been bom after ALK's death—were entitled 
to eight shares and his two uncles to one 
share each He was perhaps mixing up the 
custom of per capita distribution of property 
followed on some of the other islands with 
the stiipital division seen on Kalpeni He 
was also expecting a very large share for his 
mother from the Monday property of his 
, grandfather ALK Over ume he became 
more and more aggressive and tried to lake 
the management of the property into his 
lown hands He began to give orders to flw 
ilabtMirers regarding the plucking of coco- 
snuts One of the uncles dien re-established 
I control over the labourers and took the 
I plucked coconuts in his charge 
t SMK filed a suit in the Amin’s court and 
r presented his case before the elders of the 
island council He argued that although his 
gmother uid her children together had claims 
pto a much larger portion of the group's 
oproperty. he was not being allowed to deal 
wwidi the labourers and get the coconuts 
liplucked The elders and the Amin then 
gperused the gift deed of ALK, which had 


been registered tn the previous Amin’s time 
They found that the nephew’s claims were 
unfounded, for the property was no longer 
Monday property 1Tie two uncles, for their 
part, now realised that their father had turned 
his Monday property into lavazht taravad 
property and that as individuals they had no 
right of disposal over any part of it 
This situation did not suit either party 
After negotiations with the help of elders a 
compromise was effected With the consent 
of all the adult members of the late ALK's 
deceased wife’s (avaz/it—thetwosons KNK 
and CRK, the daughter, BI, and BI’s adult 
children—the property gifted by ALK was 
changed from tavazhi-tmavad to individu¬ 
ally disposable Monday property In this 
compromise the two brothers KNK and 
CRK had to be satisfied with only one share 
of ALK’s property divided between the two 
of them, two shares going to their sister 
According to Islamic law they should have 
got double the share of their sister But what 
the brothers got in this division was viewed by 
main lineal logic as going out of their mother’s 
tavadu, and the elders therefore thought that 
their sister, through whom the group would 
condnue, should get the largo- share 
The nephew, SMK, was agreeable, because 
in the event of its remaimng tavaz/u-taravad 
property his uncles would have enjoyed equal 
shares with his mother until thor deaths 
thcr, he himself would have been entitled to 
only a small shareout of his mother’s share and 
that too with only usufructuary nghts Now he 
had only to persuade his moto to distribute 
her share amongst herself and her children as 
Monday property 


This IS what happened After the compro¬ 
mise, with pressure from her children, parti¬ 
cularly SMK, BI’s share of her Monday pro¬ 
perty icccivcd Imm her father and that re¬ 
ceived from her deceased husband were com 
bined and then divided into nine shares Twoot 
these went to Bl and the rest were divided 
among her seven children Althcnigh this prop¬ 
erty was managed as aunit, with all production 
activiUes earned on collectively, these shares 
were clearly reci^nised as Monday property 
disposable at the will of the owner 
Subsequent events provide instances of 
the way in which Islamic law was interpreted 
and applied in the disposal of intestate 
swoniham property We shall narrate only 
one of them Just one year after the compro 
mise had been effected and ALK’s Monday 
property had been divided among his sons 
and daughter, one of the sons, CRK, died 
before preparing a gift deed When the 
question of the disposal of his Monday 
property came up his brother, KNK, argued 
that their father had incurred some debts 
which had remained unpaid and therefore a 
part of CRK’s share should he used for this 
purpose Thus It was decided that one part of 
CRK’s swontham property would be shared 
between KNK and their sister BI, to be used 
towards repaying the debts, while the re¬ 
maining part (about 68 trees) would be 
distributed, according to the iharta, among 
his widow and five children From oral 
accounts 1 gathered that the sons got double 
the share of their sisters, while the widow 
got the share stipulated by Islamic law 
Thus, as a brother and a sister survived to 
stake their claims, hall of CRK’s intestate 
Monday property could not go to his chil¬ 
dren It appears that the rule laid down m 
Islamic law by which debts were the first 
charge on a person’s property, before it 
could be willed or distribute intestate, was 
invoked by KNK The correct procedure 
would have been to take note of ALK's 
debts at the time ..of the division of his 
Monday property among his children a year 
earlier This is an example of how a some¬ 
what vague understanding of Islamic law 
was taken advantage of by those who had the 
power ancLopportumty Changes in align¬ 
ments also need to be noted In this deal 
KNK and hts sister, along with her son 
SMK, who had just a year earlier fmigbt his 
uncles, joined hands to appeopnate half of 
CRK’s swontham property 
Finally SMK, who had fust challenged 
his uncles and brought about a division and 
then persuaded h.s mother to separate from 
the tavashi-taravad property her Monday 
property obtained froqt two sources, died 
unexpectedly On a trading voyage to the 
mainland his odam was caught in a cyclone 
and sank The devolution of his share of 
Monday property (20 trees) was broadly 
guided by Islamic law, his mother (and 
perhaps hts brothers) gettmg three trees, 
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Diagram 6 


fCNTTanvad 



with the remainder going to his wife and 
children 

KNK, the one surviving son of ALK. was 
over 50 and suffering from tubcrtulosis 
when I met him in 1969 Sixteen years 
previously he had moved to live with his 
wife and children He had already had pre¬ 
pared a proper gift document pertaining to 
the devolution of his Monday property to his 
wile and children 

Casf 2 

This IS the story of divisions, compro¬ 
mises and gift deeds in KNT taravad, which 
provided the Ka/is of Kalpeni (Diagram 6) 
In 1915 the three tavazhis of the three sisters 
UMB MTB and BFB had divided their land, 
trees and all other property through a wntten 
document However, following island cus¬ 
tom, this was not to be regarded as a com¬ 
plete severance of matnlineal tics and the 
end ol reversionary claims to property In 
spite of such an understanding, in I9S3 
ATK. who was by then old and was the only 
person left in MTB’s tavazhi, transferred 
some of his latavad property through a deed 
10 his son PKY and daughter KDB in KNK 
taravad He died before the deed could 
reach the court The Ka/i, MMK, ATK's 
SiDa’s son, filed a case in the Amin's court 
against ATK’s children in KNK taravad, to 
recover the property given to them by their 
lather The Amin at the time—CRK of CX> 
taravad —was the husband of KSB of tavazht 
I in KNT taravad He did not consider it wise 
to take up the case and kept the file for disposal 
by the inspecung officer, who visited Kalpeni 
in I9S4 The inspecting officer lefeiied the 
case to a special court of kamavars 

After a heanng everybexly concerned was 
persuaded to work towards a compromise 
Because of the time that had elapsed since 
the gift deed was made, the transfer of 
property to PKY and KDB in KNK tarevad 
had already become a reality and could not 
easily be undone in its entirety The deed 


that had effected the division of the three 
tavazhit in 1915 was carefully examined and 
sl(x.k was taken of the composition of the two 
existing tavu:hi^ (1 ,ind 3) After prolonged 
deliberations an agreement was amsed at 
It needs to be pointed out that tavazht 1 
had some very powerful people in it, parti 
cularly MMK who was not only the Ka/i 
of the island but also a Kutchery karnavar 
But tavazht I had the support of the Amin, 
whose wife KSB was by then dead but 
whose children's and grandchildren's inter¬ 
ests were involved Second, only laxazht I 
had female members who could ensure the 
continuity of KNT taravad It is clear that 
these factors guided the decisions taken 
regarding the distribution of the taravad 
properties .ind the conversion of some of 
them to Monday or disposable property 
While PKY and KDB of KNK taravad goi 
some of the properly which had been in the 
possession of their father ATK, they could 
not retain all that had been gifted to them 
Much of It had to be transferred to MMK, 
the Kaai, as his Monday property Further, a 
fair amount of taravad property in the pos¬ 
session of CHK. MMK’s brother, was made 
into Monday property which he could dis¬ 
pose of at will Those two were the only 
surviving members of their tavazht Defimlely 
diey used the dispute to their advantage and 
succeeded in acquinngconsidcrableswom/iom 
property for themselves by changing the stanis 
of matnhneally owned property 
At the same time, an effort was made to 
equitably distribute property between the 
two surviving tavazhis Hie condition was 
I mposed that the taravad 's trees being looked 
after and enjoyed by members of tavazht I 
and by MMK and CHK in tavazht 3 should 
not be disposed of through any document, 
nor should any debts be incurred against 
them It was further recorded that if money 
were needed for reasonable purposes, tte 
members of the taravad were at liberty to 
lease the trees—but only to other claimants 



and not to outsiders It was added that the 
land on which the tarnvni/house earmarked 
for BFB’s tatazhi (tavazht 1) stood should 
be given to tavazht I lor planting trees and 
that members ol tavazht 1 should plant no 
more trees on it 1 hey could enjoy tht trees 
already planted on this land, but after their 
deaths the trees would go to the matnlineal 
claimants that is, members of KNT 
latavad- in effect tavazht I, which alone 
would have continuity through female chil¬ 
dren This condition was clearly included tn 
the document to keep the taravad house and 
the land aiound it within the taravad by 
making it difficult for the surviving mem¬ 
bers of BFB's tavazht to make any claim on 
these as disposable property 

Fhis case effectively illustrates the inter¬ 
locking and working ol vanous factors the 
material interests of the various individuals 
and groups—sibling groups, a mother and 
her children as a unit a father's concern (the 
Amin’s) for his children’s interest in pro¬ 
perty received through ihcir mother, a sense 
of morality associated with piotccUng the 
name, identity, prosperity and reputation of 
one’s taravad the ethics of protecting the 
rights of taravad members lo the assets of 
the matnlineal unit and male members’ 
interest in acquiring some disposable pro¬ 
perty fortheirchildren Besides emphasising 
morality, it was also considered sensible to 
keep the properties of a matnlineal unit 
together and not permit them to be frag¬ 
mented and frittered away through male 
members, whose children would be scat¬ 
tered across many tatavads 
Men’s concern for their children as ex¬ 
pressed through their interest in acquinng 
some disposable property was not, however, 
viewed asindicativeofabase element in man’s 
nature It was considered a natural expression 
of a father's sentiments an aspect of his role 
which, while not being looked upon as oblig¬ 
atory, was considered to have the approval and 
even commendation of religion At the same 
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dme, obvious misuse of power and the control 
over property made possible through manage¬ 
rial rights and the use of manipulative strate¬ 
gies that went against the interest of one's 
matrilineal group were looked upon as viola¬ 
tions of traditional values. 

In the end we may look at MMK’s dispo¬ 
sal of the Monday property he had acquired 
in the process of settling the dispute that 
arose because of ATK’s attempt to benefit 
his children at the cost of the interests of the 
taravad. His gift deed is reproduced below. 

The gift deed executed by Kalpeni islander 
Kazi MMK of KNT Taravad, Kutchery 
Kamavar. in favour of his two wives (I) EP 
BFR (who has no children), and (2) KNK 
KNB.andlCNB'schildrcn(3)AMB,(4) ATB, 
(.5) KDB, and other children to be born 
through the above two wives' 

To look after me till my death [emphasis 
added]. If from among the above mentioned 
wives and children any one dies, the share of 
property of the deceased should not be divid¬ 
ed according to Muslim law of inheritance; 
the persons mentioned in the deed should 
divide it equally among themselves. 

When I got this property as my own as per 
consent statement No 90/55 dated 21st May, 
1955 I was given the right to dispose of it 
according to my wish. It consists of Jenmom 
land, trees and plants and a Shrambi. (As 
usual the property is enumerated in the gov¬ 
ernment deed.) Today onwards I relinquish 
my right over the above with my full will. 

[Signatures] 

Thus the Kazi had taken precautions to 
ensure that once gifted, his disposable property 
would not be treated as ihingalarcha (Mon¬ 
day) property. After her death the share of the 
childless wife would go toher CO- wife’sftivaz/ii 
in KNK taravad. Second, the property gifted to 
the other wife KNB and her children would be 
treated as Uivazhi-iaravad property that could 
be disposed of only with the consent of every 
' one of them. Well versed in religious lone and 
Islamic law, MMK was also firmly rooted in 
the matrilineal ethos and the values of the 
, island. He was clear about the advantages of 
^keeping together and in continuity, in a tavazhi 
of siblings, even such property as had been 
acquired by their father with the invocation of 
Islamic vducs. The property was no longer 
vulnerable to fragmentation into insignificant 
portions. He appeared to be at peace wifti 
himself and convinced of the wisdom and 
correctness of his decision. All this came out 
clearly during my conversation with him. 

VI 

In a way two legal systems operated on the 
Island. Marriage and divorce were in the do- 
linain of the Kazi, who held meetings {kootam) 
(to listen to grievances, to mediate, to provide 
.fit opportunity for negotiation and reconcilia¬ 
tion, and, if necessary, to pronounce judgment 
-often in consultation with elders. Issues per¬ 
taining to the settlement of dues between 


divorcing parties and any matters relating to 
properly arising out of divorce could be rc- 
fcrr^ to the island council if they were not 
settled by the kootam or informally. 

As regards individually owned property, 
which was supposed to be governed by 
Islamic law, disputes over its disposal and 
inheritance were invariably taken to the 
island council if no informal settlement 
cou Id be reached. So also were disputes over 
matrilineal property governed by customary 
law. Infonnal documents with witnesses’ sig¬ 
natures and oral declarations were not una>m- 
mon, but gift deeds, bequests and consent 
deeds—mainly among matrilineal kin—and 
other documents relating to property were 
registered in the Amin's Kutchery with 
karmvars as witnes.ses. Further, suits were 
filed in the Kutcheiy and the Amin was em¬ 
powered to deal with them with the assistance 
of elders. 

Matrilineal and swontham property were 
intermeshed and mixed due to several fac¬ 
tors: through manipulation and because of 
the nature of productive activity that re¬ 
quired collective endeavour, the concentra¬ 
tion of trading operations in a few hands, 
and the cultural and structural pull towards 
the matrilineal rationale. This .seems to have 
led to what has been described as a selective 
use of the two legal systems, each supposed 
to apply to one type of property. 

On Kalpeni a single adjudicatory machi¬ 
nery dealt with matters pertaining to proper¬ 
ty, the island council. The council could 
.seek the advice of those reputed to be well 
versed in Islamic learning and in the island's 
parampara, but in the final analysis it was 
the decision-maker. Within the council it¬ 
self there were elders conversant with Is¬ 
lamic law. Further, the inspecting officer 
who visited the island and the appellate 
court on the mainland were expected to deal 
with the cases coming before them on the 
basis of the legal systems prevalent on 
Kalpeni. This raises the possibility of mis¬ 
interpretation and inexact application of 
both customary and Islamic law by colonial 
officers who were more conversant with the 
laws operating among the matrilineal Nayar 
and Mappilla on the mainland and who 
could not be supposed to know about the 
intricacies of relationships, interests and 
power equations involved in particular cases. 

A related issue concerns the pbssibjiity of 
modifications being made to their 'argu¬ 
ments by islanders ih the light of the reac¬ 
tions of judges who came from outside the 
island culture. A number of cases are in¬ 
stances of this. Others throw light on the 
functioning of the island council. No 
Kutchery kamavar could be regarded as 
being uniformly impartial. Alignments 
through the marriages, parenthood and 
matrilineal links of particular kamavars 
exercised an influence ova others and often 
resulted in the twisting of arguments. Oftoi 


the material interests of particular kar/iisvnra 
were put to use by contending parties. 

How was Islamic law used and applied? As 
Benda-Beckman (1984) argues in the context 
of the Minangkabau. even when Islamic terms 
are used the legal reality may be different from 
what is found in Islamic law. We shall illus¬ 
trate this with the existence of ancestral pro¬ 
perty on the island and the making of wills and 
gift deeds and their execution.'* 

It is well known that the notion of ances¬ 
tral property does not exist in Islamic law. 
Whether it was received from ascending 
generations or acquired by oneself, individ¬ 
uals are supposed to have full control over 
their property, heirs having no daim upon it 
during the individual’s lifetime. On Kalpeni 
matrilineal joint property was viewed as a 
distinct category deriving from and gov¬ 
erned by age-old traditions and thus outside 
the purview of Islamic law. It was believed 
to have been created by matrilineal ances¬ 
tors for the benefit of all the members of the 
matrilineage in perpetuity. Taravad proper¬ 
ty was thus seen as akin to a charitable trust 
created for the good of the innocent, needy 
and helpless members of the matrilineage. 
Its justification lay in parampara, which 
was sacrosanct. As we have noted earlier, 
some islanders who were conscious of the 
contradiction between the Islamic legal con¬ 
ception of property and the nature of matri- 
lineal property equated matrilineal property 
with waqf property. It is difficult to assess 
how widespread this idea was, but without 
doubt it provided a quasi-religious justifica¬ 
tion for the existence of matrilineal property. 

What was disposable was swontham or 
individual property. In Islamic law there is 
no limitation on gift deeds executed during 
a person’s lifetime; so long as s/he is in full 
command of her or his senses s/he can gift 
away even the whole of her or his property 
to any person or persons. But in the case of 
a bequest or will there are limitations: first, 
only one-third of the property can be be¬ 
queathed (afta the repayment of d^ts, which 
are the flrst charge on it), and second, it 
cannot be bequeathed to one’s natural heirs, 
that is, those who are legally entitled to 
inherit. On Kalpeni, like gift deeds, wills 
were usually made for the whole of a per¬ 
son’s swontham property; and in the case of 
a male, the beneficiaries-would invariably 
be his children and wife, that is, his natural 
heirs according to Islamic law. 

It appears that the first limitation—that 
only a third could be bequeathed—was ir- 
relevantevenforthoseweU versed in Islamic 
law, for swontham property did not consti¬ 
tute the whole of a manS property: he had 
rights of use over his share of matrilineal 
property, which provided the main source of 
his living. It is difficult to say if the common 
people were even aware of this limitation. 
Hie notion was rooted in their conscious¬ 
ness that children’s rights over swontham 
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property had religious sanction and that it 
went against religion to deprive children of 
their fathers’ individual property. 

Second, the question of who were a man's 
natural heirs did not seem to come up for¬ 
mally in any dispute relating to the disposal 
of swonrAom property. Neither the island 
council nor the people saw in this any devi 
ation from Islamic law. In keeping with the 
matrilineal ideology, a man’s children were 
not viewed as his natural heirs; that position 
was accorded to his matrilineal kin, parti¬ 
cularly his sisters’ children. In many dis¬ 
putes over matrilineal property in which a 
man's will or gift deed were challenged, and in 
documents relating to the division of property. 
It was a man’s sisters’ children who were 
referred to as ‘heirs’ and rightful claimants. In 
theirabsenceothersegmentsofthematiilineage, 
in order of closeness, would become entitled to 
inhent. This notion of natural heirs followed 
island parampara. 

Analysis of cases and discussions with 
informants showed that there was a distinct 
preference on the island for gift deeds over 
wills. The explanations given make it clear 
that this preference had nothing to do with 
the two limitations of wills in Islamic law. 
The main apprehensions that people ex¬ 
pressed in relation to wills related to three 
lactors; first, the fear that the status of a 
particular piece of property as swonfham 
might come into dispute through a resurrec¬ 
tion of some forgotten fact or through the 
machinations of matrilineal kin; second, the 
possibility of delay (or even of refusal) on 
the part of matniineal kin in handing over 
such property to the donor’s children; and 
third, a genuine fear that with the donor 
gone, his sons might object to sharing equally 
with their sisters—which was the preferred 
pattern in wills—on the ground that that 
would be un-Islamic, or that they might use 
the same argument to oppose his wish to 
turn his swontham property, into their col¬ 
lectively owned and not individually dis¬ 
posable tavazhi-taravad property. 

With the increasing use of writing, people 
became keen to have gift deeds registered in 
the Kutchery. If the property was actually 
transferred it might become difficult to re¬ 
trieve, as happened in Case 2 above. One 
more point concerning gift deeds is that in 
contrast to much of the Islamic world, part¬ 
ing with mie's own property in one’s life¬ 
time was not a problem for the islanders, 
whose main source of livelihood was taravad 
property. People had inalienable shares in 
this. In any case, what with matrilineal 
values asserting themselves in the reconver¬ 
sion of swontham prqierty to matrilineal 
property, the island never had a significant 
proportion of swontham property. In 1962- 
63 only 9 per cent of the coconut trees on the 
island weresH'oni/iampropertytKutty 1972). 
Further, a man who had gifted his own 
property to his children might already have 


moved to live with them, pooling his other 
property with theirs. In such cases the trans¬ 
fer would have become accomplished fact 
prior to a man’s death, thus weakening the 
claims of his matniineal kin. 

However, recorded cases also show that 
gifted property was not always transferred 
when the gift deed was registered. It might 
still remain under the formal control of the 
donoraiong with his share of tavazhi-taravad 
property. This matter of untransferred gifts 
IS significant. In Islamic law a gift necessa- 
nly connotes something that has already 
been transferred: it cannot exist merely as a 
promise, and it also has to be publicly made. 
But such nuances were beyond the consider¬ 
ation of the Kaipcni islan^rs. Generally we 
find that donors exercised caution in ensur¬ 
ing that the legal formalities were completed 
although property might not actually change 
hands. Further, in respect of gifted property 
whose status was not beyond dispute, where 
there was some risk that matrilineal kin 
might create obstacles, special efforts were 
made to maintain as much secrecy as was 
possible in the regisu-ation of gift deeds. 

It is no wonder, then, that in conflicts over 
property some sort of compromise was con¬ 
sidered the best course of action. No party 
could be certain of a judgment in its favour. 
More often than not people perceived partial 
truths and elements of justification in the 
positions taken and the claims made by both 
contending parlies. More^significant were 
the uncertainties built into the process of 
adjudication because of the play of interests, 
emotion and power. We have Steady noted 
that no Kutchen kamavar including the 
Amin could be expected to be impartial in 
all cases. They were also open to being 
influenced by material benefits. 

This does not give the whole picture but 
perhaps tells enough to enable us to under¬ 
stand the value of compromise in property 
transactions and disputes. 

One final observation may be made. It 
appears that what was viewed as sanctioned 
by Islam was in a way rooted in the develop¬ 
mental cycleof property and domestic groups 
in the matniineal system and in male mem¬ 
bers' destinies in it. While women were 
firmly rooted in their taravads and in their 
houses in the physical sense of the term, 
men’s links were weaker. A man was sure to 
be looked after well so long as his mother 
was alive. He could hope to receive care 
while his sisters—including MoSiDas of his 
age group—were alive and physically active.. 
However, when his nieces to^overthe house¬ 
hold and when he became unproductive and 
surrendered managerial privileges to his nq>h- 
ews, he could expect more care from his wife 
and children in that taravad. 

A man’s desire to gift some property to 
his wife and children was considered both 
appropriate and logical. If he wished to 
move over to live with his wife and children 


even while pianaging the property of his 
own matniineal group, the logic of the situ¬ 
ation jusiitied his inclination to gift some 
assets to the household which was looking‘s 
alter him and would continue to care for 
him. The texts of many gift deeds corrobo- 
late this- that executed by MHK of KNT 
taravad IS an excellent example. Many docu¬ 
ments clearly stated that the anticipation of 
being looked after in old age was the main 
justiflcaiion for gifting property 
The passing of resources from one gener¬ 
ation to the next docs not seem to have been 
only a moral issue. The essential insepara- , 
bility of the ideology and material basis of 
kinship is clearly demonstrated in the rules 
and processes relating to kinship in this , 
island society. , 

Notes 

l 

(This paper is to be published in a forthcomiag , 
Festschrift volume in honour of M N Srinivaa. I ' 
chose this subject for this volume becauM Siinivas’ 
work on disputes has given diiection to many of 
us I thank S C Dube for his suggestions. Mukul 
Dube edited and typed Ihe scnpl and drew the t{ 
diagrams ] Ij 

1 Perhaps no social system would appear to be 
so incompatible with the ideology of Islam 
and demand so much adjustment and aepom- 'i 
modation as a matrilineal one. Although ; 
Robertson Smith has spoken of traces of ■ 
matnimy in Arabia, even a cursory look at the , 
Quran, the Hadith and the legal provisions in 
Islam reveals a marked painlin^ emphasis. 
Elsewhere in our analysis of the social system ‘i 
ofKalpemislandfDube 1969. Kutty 1972] we '! 
have attempled to understand the process of ‘j 
accommodation and compromise bMween the 
two apparently incompatible system. l| 
A R Kutty, to whom I owe my interest in the ij 
subject, was my student in the 1960s. 

2 A R Kutty's (1972) ethnographic account of ,| 
Kalpem. up6n which I have drawn here, waS' 
based on fieldwork earned out in 1961-63.1 , 
did fieldwork on the island some yean later, in ! 
1969 This paper essentially relates to the '> 
penod before the end of the 1960s Several | 
changes occurred after the formuion of a If 
Union Terntory of the. islands For instance, 
the Amin's powers were curtailed and j' 
Uihsildors and sub-tahsildars were appointed 
These changes are ignored here I have there¬ 
fore avoided the use of the ethnographic 
present, although in their baste features the 
social structure and culture of the islands have 
not changed radically [Saigal 1990] 

The cases relating to property were gathered 
by the extended case method through docu-'*' 
ments, genealogies and free-flowing as well as '4 
focused interviews My informants and naira-f’ 
tors included some of the main actors or their!! 
descendants or opponents, mediators and ad-> | 
judicotors, as well las others who possessed, | 
relevant informatioh because of direct or indi- 
rect uiteresi in specific cates Many records of I 
partition, wills, gift deeds and suits were taken''| 
from the registers in the Kutchery and thenli 
followed up with informants Over 30 casesj 
were collected ,) 

Among the many scholars whose work mflu-,' 
enced me at various times are Benda-Beckman) 
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(1984), Colton (1961 1980), Comaroff and 
Roberts (1981), Epstein (1967a 1967b) 
Oluclcnian(l938) MitthelK 1956), Nader and 
Todd (eds) (1978) Roberts (1979), Snnivas 
(1952 1954,1959) and Turner (1957) In the 
study of matnliny on Kalpeni 1 have gained 
substantially from the work of the late Kathleen 
Gough (1959 1961) and from discussions 
with her 

3 P6r a detailed atgument regarding the most 
plausible period of these migrations see Dube 
(1978) There is, however no uniformity in 
early accounts See Logan (1877) litainan 
(1976), Mannadiar (1977), Saigal (1990) 

4 By 1981 the population had nsen to 3 543 
These figures include the floating population 
of government officials and their families 

5 See Dube 1978 British officers such as 
Robmson (1846, 1848), Logan (1877) and 
Ellis (1924) have wntlen extensively about 
the caste-like groups on the islands Kutty 
(1972) has given a detailed account of the 
confrontations between the Koya and the 
Melachen on Kalpeni 

6 The positions of karnamn elders or jurors 
were hereditary for particular important 
Mwads Each of these taravadt had a history 
of how and when thepatia orauthonsation for 
tamavar status was obtained fiom Ihe 
Cannanone rulers There were 16 such Koya 
taravadt It was only later near the middle of 
this century that some Malmi and Melachen 
karmivart were appointed to Ihe council 

T- So long as a man continued to visit his wife he 
was expected to make a customaiy annual 
payment of nee and coconuts to her household 
and to bung garments and fabne for her He 
was also expected to meet pan of her require 
ments of fancy clothes cosmeucs and onu 
ments It was common for a man to send to his 
wife s household such things as tea. sugar and 
spices Gifts were also made to the wife at 
important iestivals their value depending on 
the husband’s means 

i Hons than half of the men and women on the 
island had manned more than once, and many 
had mained several times Mamage was bni 
tie, divorce was easy Men had a higher rate of 
remamage unlike women they could remar 
ry even while an earlier mamage was extant 
and did not have to wait out a three-month 
period of iddat after a divorce or the death of 
a spouse It was the irrevocable talaq (hat was 
practised Although formally the tmuative lay 
with the husband, the pattern of mantal rest 
dence enabled a woman to express her unwill 

_ mgness to continue in a mamage 

> These four diagrams represent four actual 
taravads on the island Diagram I shows a 
uravad that was also a pcopeny group and a 
domestic grmqi Hie tarmad in Diagram 2 con¬ 
tused of a tingle property group made up of 
several domestic groups The taravad m Dta- 
gmm 3 consisted of fbnr property groups, each of 
which had m it one or more domestic groups 
Diagram 4 pictures a rcinrwid with three property 
groups that were also domesbe groups 

I The descendants ofone woman were set off as 
a uiut from those of her sisters this unit being 
known as a tavazhi Each woman of a taravad 
could thus have a tavathi descending from 
her It was a somewhat flexible term and was 
used to denote both an intermediary segment 
in the context of a larger gioup and a minimal 
segment of two-generation depth (Kutty 1972) 


11 An emphasis on ibada/ appears to express 
veiy well the practice of Islam in Lakshadweep 
The number of mosques on Kalpeni was quite 
disproportionate to the population and the 
physical space The islanders were very par 
ticular about prayer and fasting the giving of 
alms on specific occasions and discourses by 
visiting religious dignitaries Haj was consid 
ered difficult on account of expense but those 
who had performed the pilgrimage were given 
special respect Most important activities re 
lated to religion were undertaken by matnlincal 
groups fhe practice of religion thus appears 
to have been a reaffirmation of the solidanty of 
the kinship group a buttressing of the relation 
ships and values of the existing social struc 
ture For an account of the following of poiti 
cularsomts such as Mohiddin Sheik and Riffai 
Sheik and the use of amulets, see Dube (1969) 
and Kutty (1972) 

12 The etymology and significance of Friday 
and ‘Monday are not known Friday property 
could be interpreted as being collective fol 
lowing the communal prayer charactenstic of 
that day The collective property of the raruvad 
was justified by some persons as a form of 
watd property created for the benefit of a 
group of matrtkin This could not be disposed 
of but would be used for the livelihood of all 
the members of the group As is well known 
only the income of waqf property may be used 
the property may not be disposed of 

13 In this division according to stirpes nr branch 
es a person who had a number of siblings 
would have a much smaller share than his 
mother s brother No comparison has been 
atiempted so far of property disputes on Kalpeni 
and Androth with those on the other islands 
nor has there been an mvestigabon of the 
texture of the MoBr SiSo relationship in the 
two sets of islands 

14 A father contnbuted to the expenses of child 
birth and paid the midwife He also paid the 
barber who shaved the child's head on its 40th 
day The major part of the expense on this 
cereinonv was borne by the father supported 
by his mairilineal unit In circumcision and in 
mamage he had an important part to play 
giving gifts and bearing part of the expenses 
A man acted as watt (guardian) m the mamage 
of his daughter gave her ceremonial clothes 
and spent on the decoration of Ihe bndal cham 
ber He received the mahr on behalf of the 
bnde [see Kutty 1972] 

15 Most of the cases that I collected relating to 
properly were from among the Koya the iradi 
tional owners of land rights Only members of 
the Koya group were permitted these sufftxes 

16 I am thankful to Daual Lalifi. scholar and 
senior advocate of the Supreme Court of India, 
for enlightening disctistions on these points 
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Rural Non-Agricultural Employment in Kerala 

Some Emerging Tendencies 

Mridul Eapen 

An attempt is made in this paper to review in detail changes in the structure of rural employment in Kerala, in 
particular non-agricultural employment, focusing on the weaknesses of the emerging structure. Section / of du paper 
discusses the relevant characteristics of Kerala's rural economy. Section 11 presents the empirical evidence. Section 
m attempts to explain the changes observed by identifying some broad causal factors and Section IV presents the 
author’s conclusions. 


WHILE the near constancy of the 
occupational structure in India has been a 
major cause for concern, Kerala has drawn 
considerable attention for its apparently 
‘developed’ occupational pattern characterised 
as it is by a very low share of agriculture. 
Historically too, the share of agriculture has 
been much lower in Kerala—65.7 per cent 
for the male working force in 1911 as 
compared to almost 74 per cent for India, 
largely because a high proportion of the 
rural workfcmre was engaged in sectors other 
than agriculture. And it is one of the few 
states in which the sharehas steadily declined: 
it was SS per cent in 1961 while for India it 
remained around 72 per cent IKoshnamurty 
1970J. It was only since the early 70.s that a 
noticeable shift occurred towards non- 
agricultural activities in rural India affecting 
the overall employment pattern in the 
country. The picture is slightly different 
with the inclusion of females and with the 
use of the National Sample Survey data; 
however the overall trends broadly remain 
the same. And this, de.spite the fact that 
Kerala was one of the states which received 
relatively little attention in the overall 
industrialisation strategy pursued in the post- 
independence period. Its share in public 
sector investment remained low and in fact 
declined over time [Subramanian 1990]. 

That experiences of some nations (and 
presumably sub-regions) could diverge from 
the common or universal path of long-run 
development based on industrialisation, was 
recognised and sources of diversity were 
stated to be no less important than those of 
uniformity [Kuznets 1959; Chenery I960]. 
However these were expected to operate at 
a lower level of aggregation, while there 
were uniformities at an aggregate or macro- 
level of analysis. The transition from an 
agricultural to a non-agricultural economy 
in die process of growth could be regarded 
as the broad, universal tendency at the 
aggregate level, while differences could exist 
in other dimensions, viz, in industrial 
composition orsequoicingofchan^during 
the process, or in sources of financing capital 
accumulation. Or as argued by some other 
contributors to the thesis of structural 
transformation, even the path of transition 
could be different [Syrquin 1988]. In the 


context of India's development experience, 
as alsoof certain other agriculture-dominated 
Asian economics, the interesting question 
was why the macro-level change failed to 
occur even after a considerable lag, despite 
the similarity of paths, viz, industrialisation 
at the lower level. 

The failure of the path of industrialisation 
adopted in these economies to absorb 
‘surplus’ labour from rural areas into the 
urban modem sector at the pace envisaged 
in the early development literature [Lewis 
1954] resulted in the continued dependence 
of more or less the same pmtentage of 
population on agriculture as a means of 
precarious livelihood. The larger proportion 
of those who did migrate into cities tended 
to be absorbed in the urban informal sector. 
Initially, the adverse impact of this regional 
imbalance was sought to be muted by a 
policy of relucati ng or strengthening industry 
in peripheral or rural areas in an attempt to 
provide new avenues of employment and 
improve levels of living in these regions 
without a rural-urban transfer of labour. 
However, the policies evolved to achieve 
industrial deconcentration, which assigned 
a special role to small-scale industries, failed 
to produce the desired results. This was 
primarily due to non-development of spread 
effects via linkages as envisaged, while the 
emerging linkages in some cases were 
stronger to the bigger cities rather than to the 
local, rural areas [Uribe-Echevairia 1991]. 
The focus of policy then shifted from the 
spatial to a sectoral approach, viz, the need 
to develop agriculture which had been 
relatively neglected given the overwhelming 
emphasis on industrialisation. Priority was 
given to integrated rural development. 
However, the limitations of too sectoral an 
approach, neglecting the rural-urban linkages 
and the immense difficulty in creating 
productive employment within agriculture 
for a rapidly growing rural labour force, 
despite large increases in agricultural 
investment, focused attention on the need to 
generate non-agricultural employment in 
rural areas. The emphasis was once again on 
rural small-scale industries, but with a 
difference: the latter were to be stimulated 
endogenously via consumption and 
production linkages generated through a 


sustained process of agricultural growdi, 
unlike the earlier exogenously implanted 
rural industrialisation policies, ‘niisofcourie 
was tantamount to an agriculture-led growtit 
strategy as had been advocated by some 
economisu (Johnston and Mellor 1961; 
Mellor 1976; etc). 

The faetthat there was indeedaperoqitiUe 
shift in the rural occupational structure 
towards non-agricultural activities since die 
early 70s, and towards the manufsctniing 
sector (according to the census),'fuidicrf 
strengthened this policy thrust Conitngafter 
a foif pmod of constancy, this shift in ^ j 
occupational structure stimulated a' 
substantial amount of research, both at the „ 
national and regional levels, on the^ 
significanceof non-agricultural employment 
in rural areas, its pattern and determinants, ] 
focusing on the factors behind the recrnit 
shift [Vaidyanathan 1986]. Though notj. 
alwaysexplicitly stated, the primary concern J 
was to determine the implications of this || 
shift to the process of growA: wasitprimarily .j| 
a short-term phenomenon for propping up j) 
the levels of living of the rural poor or could;j 
it be viewed as more sustainable, given the,i 
generation of appropriate stimuli, the most >1 
important bmng production and consiunpdon 4 
linkages associated with rising agricultural 
growth. While studies did find a positive j 
association between mral non-agricultural || 
employment and agricultural growthf(' 
productivity, in particular unleashed by the| 
Green Revolution strategy, it offered only a' 
partial explanation; factors external to the, 
rural sector also appeared important as alsp 
the possibility of the non-agricultural sector 
acting as a ‘sponge’, given the tremendous| 
‘push’ out of agriculture. Moreover, the/ 
impact of agricultural g^srth cnthecremion] 
of small-s^e industries as a lespoose to-l 
increased rural consumptiomd^maiuifaclund| 
products was not strong; though the dwnaiul 
inducing effects of higher agriculnuf^' 
productivity were greater than the local raw. 
material supply effect (Papola 1987], J 
The thrust over time has increasin|^l 
veered around to the view that the gtowdib!|i 
rural non-agricultural employment needs tt,i 
be perceived as a sustainable process. Henctjl 
attempts have continued to be made, at th<|: 
all-India level and for individual states Uj 
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'capture the various stimuli to diversifica- 
tion of the rural economy both positive and 
negauve as also intcmal/extcmal to the 
nt^al sector [Sankamarayanan 1980 Unni 

1990, Dev 1990 Basant and Parthasarathy 

1991, Shukla 1991, Jayaraj 1992 Kundu 
1991 Chandrashckhar 1991 Basu and 
Kashyap 1991] It has become an important 
policy instrument tor improving levels of 
living of the rural pixw However, given the 
past failure of the prix-ess of growth to 
‘trickle down’ to the village level, planning 
for rural diversification appears possible 
now only with some form of decentralised 
development and the newly enacted 
Panchayai Raj Bill, it implemented judi 
ciously should go a long way towards achiev 
mg this end It is within such a framework 
that we study Kerala's experience, which 
has a longer history and is in some ways 
unique 

While Its distinct occupational pattern 
has drawn considerable attention, no indepth 
itudy has been undertaken to examine the 
pattern and determinants of rural non- 
Sgricultural employment in Kerala paiticu- 
arly in leccnt years, except as pan of all- 
India studies Given the consistently high 
>hare of non-agru ultural employment in 
ural areas in Kerala the shift in the late 
fOs IS not as significant as at the all-India 
evel, in tact there appears to be a ‘retro- 
;ression' in its occupational structure be- 
ween 1972 71 and 1977 78 However, in 
he 80s ihe growth in rural non agricullur 
il employment is sharper in the case of 
<erala 

This study focuses on rural non agncul 
ural employment in Kerala since Ihe early 
'Os, a period which marks a turning point 
n Kerala s economy One, the piocess of 
ommercialisation was intensified since the 
nid'70s with an acceleiated shift towards 
he major cash crops such as coconut and 
ubber due to sharp changes in relative 
•nces Two there was an unprecedented 
aitflow of workers from lural areas also 
•nmartly to West Asia (the Gulf Boom 1, 
tsulting in a large inflow of remittances 
liat the net result ot these changes (de 
'site the relative decline in paddy prices) 
ppears to have been some improvement 
'i rural well being even among the lowest 
leciles IS reflected in the consumption data 
*hrce, there was a reversal of the higher 
*han all India) rates ot population growth 
^e to the dramatic decline in fertility since 
te early 70s Coupled with the mortality 
eclines in the early pericxl this resulted in 
_ shift in the age structure ot the population 
liwards the prime working age groups add- 
hg significantly to the numbers seeking 
fknployment Hence while employment 
^portunities in agriculture were shrinking 
(kven the lower labour use in commercial 
^’ops, gnd Its gender bias demographic 
^ssure on the employment market was 


severe and the opening up of work opportu¬ 
nities in the Gulf offered some relief There 
was of course the demand-inducing effect 
of the improved level of rural well-being 
which was a major stimulant to the growth 
of a number of activities in rural areas 
increasing the demand for labour since the 
late 70s However, despite a potential 
increase in productive capacity by way of 
savings generated largely from the remit¬ 
tances, the state could not take full advan¬ 
tage of this growth in demand Most of the 
increases in investment that occurred was in 
housing While this did open up a major 
avenue of non-agncultural employment in 
rural areas, vir, construction, it failed to 
generate any backward linkages in terms of 
manufacture of building matenals Hence 
most of the gains from the accreuon of 
incomes mentioned earlier leaked out to 
other states from which manufactured goods 
were imported Keralagaincd {Unmanly from 
the increase in demand for services and a 
diversified food demand whose linkages 
however were few 

It IS interesting to capture the strategies 
for survival which had to be worked out in 
the wake of these major changes in the rural 
economy An attempt is made in this paper 
to review in detail changes in the structure of 
rural employment, in particular non 
agncultural, focusing on the weaknesses of 
Ihe emerging structure despite a ma)or 
impetus to the growth of non agncultural 
employment during this period, viz. 
consumer demand The paper is divided into 
four sections besides the introduction In 
Section I we discuss the relevant 
charactenstics of Kerala’s rural economy 
In Section II we give the empincal evidence 
at the state level We make an attempt to 
identify as far as possible the linkages 
between vanous processes and the changes 
that have occurred in Ihe rural employment 
structure in Section III and conclude with 
Section IV 


Kerala is a state in which the piocess of 
economic diversification was initiated much 
earlier and has been relatively endogenous 
though not stnctly within the 'Kuznets- 
Lewisian’ framework Certain specific 
features of Kerala’s economy which have 
histoncally had an important bearing on 
rural diversification ate (1) the pattern of 
agricultural development with its prepon¬ 
derance of commercial crops, (2) the much 
higher than all-India rates of population 
growth in the first half of the century with a 
rapid decline in land-man ratios from a very 
early penod and high population Sensities, 
('ll the peculiar settlement pattern in the 
state confounding rural-urban boundanes 
and (4) the nature of its SDP growth which 
derives largely from the growth in the 
plantation sector in agriculture and the 
social sectors The share of manufacturing 
in the stale’s SDP is still relatively small and 
Its growth rate has been much below the all- 
India average [Subramanian 1990] 

That the pattern of agncultural develop 
ment was a major determinant of its distinct 
occupational structure compared to the rest 
of India has been noted as far back as the 
beginning of this century This can be dis 
cemed from some of the secondary histon 
cal sources [Aiya 1906, Velu Pillai 1940 
Menon 1SHS7] and was brought out succinc t- 
ly by the Census of Cochin 1911 as the 
following extract reveals 

This loinparative preponderance of Indus 
trial population in these two states 
(Travancore and Cochin) is due not to the 
-wfertility of the soil but to cenam natuial 
advantages possessed by them which have 
directed a larger proportion of people from 
agriculture to indusuial occupations Among 
these must be mentioned the backwaters and 
canals teeming with fish life of valuable 
forests and of the facilities for cultivation 
of coconut palm the raw produce of which 


Table I Percentaol of Non At rk ul n, ral Worm rs in the Rurai Workforc t- 
Kerala and Au India 


Year _^I97J_ 1972.71 _ 197728 _ _ 1981_ I987_88 

MF PMFMFPMFPMFP 


Kerala 

UPSS - - - 44 1 41 4 40 8 10 9 16 1 42 4 29 6 17 2 45 9 14 1 41 1 

UPS 18 9 35 4 38 0 - - 41 5 44 9 43 9 44 6 43 5 44 1 47 8 46 1 47 1 


India 

UPSS - - 16 8 101 19 4 12 0 16 7 22 4 12 5 18 6 25 5 151 20 4 

UPS 196 112 176 228 118 196 26 1 175 21 8 


iour<e 

NSS data for vanous rounds 




( entui ttlmalft of Rural Non Agruullural Employment Kerala 


M 

1971 

f 

1981 

P M F P M 

IJiL _ 

F P 

14 4 

15 4 

14 7 41 7 17 9 40 7 44 0 

43 7 419 


Soune Census of India Kerala General Economic Tables for 1971 1981 and I99L, 
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affords scope for extensive industries... 

fCensus of Cochin 1911 as cited in 

Krishnamurty 1970). 

Both topographical and economic factors 
in terms of a favourable export market 
encouraged the growth of commercial crops 
some of which were processed further, even 
while the state was deficit in food, demand 
for which was met through imports [Panikar 
et al 1977], This resulted in relatively high 
levels of rural employment in agro procc.ssing 
(predominantly labour-intensive, low 
productivity industries such as coir and 
cariiew) trade and commerce, transport and 
other services. The area under commercial 
crops increased continually since at least the 
1920s with some variations given the 
behaviour of relative prices of food (mainly 
paddy) and non-food crops (primarily 
coconut and rubber) [Panikar et al 1977]. A 
recent study on the performance of the 
agricultural sector in Kerala suggests that 
there was a sharp shift further away from 
paddy since the mid-70s. While area under 
paddy grew at an annual rate of 0.8 per cent 
during 1962-63 to 1974-75, there was an 
absolute decline in area subsequently 
registering a negative growth rate of 2.1 per 
cent per annum. The gams were taken up 
primarily by coconut and rubber [Kannan 
and Pushpangadan 1988]. 

Hence it was a process of commercialisa¬ 
tion (linked significantly to the external 
market) which explained the relatively high 
level of rural non-agricultural employment 
[Krishnamurty 1970;Sankamarayanan 1980] 
rather than rapid industrialisation/ 
urbanisation. While this did play a positive 
role in generating a large quantum of rural 
non-agricultural employment, the much 
higher (than all-India) rates of population 
growth in the first half of the century 
resulted in a rapid decline in land-man 
ratios with a proliferation of small uneco¬ 
nomic holdings and high population density 
[Krishnaji 1979]. The declining land-man 
ratios coupled with the low labour use in 
commercial crops acted as a powerful ‘push’ 
out of agriculture making the population 
mobile both across space and occupations. 
Hence the ‘proletarianisation’ of the 
workforce not totally dispossessed of land 
started much earlier in Kerala. However, to 
the extent the incidence of commercial crop¬ 
ping with its high valued crops was more 
widespread in Kerala involving a larger 
proportion of small landholders, the higher 
average productivity of land partially com¬ 
pensated for its small size. 

The extreme pressure of population on 
land in the early decades is evidmt from the 
efforts of the state to settle people in sparse 
regions not only inside but also outside the 
state. Large-scale migration occurred to 
sparsely populated regions in the highland 
chvision within Travancore in search of 
cultivable land which accelerated between 


1921 and 1931 and to Malabar which 
continued into the 60s [Thartdcan 19761.The 
rapid spread of literacy and growing levels 
of education added to the pressures for 
generating non-agricutlii^ employment. 
The more literate persons^igrat^ to other 
parts of India into non-agricultural 
occupations primarily in the service sector. 
Overseas migration did exist but the quantum 
jump came only in the 70s. However since 
both spatial and occupational diversification 
could not keep pace with the numbers 
seeking work, unemployment tended to 
rise pri man ly since the social and economic 
mechanisms for maintaining ‘surplus’ labour 
disintegrated much faster in this region in 
rural areas. 

Given the peculiar settlement pattern in 
the state with a diffused spatial ordering of 
houses confounding rural-urban boundaries, 
rural-urban migration was relatively muted; 
coupled with a high population density the 
average size of a village was much larger in 
Kerala. These large villages were themselves 
in the nature of small towns but for the 
constraint regarding non-agricul[ural 
employment which were upgraded into 
towns with a change in their economic 


structure. The emergence of small and 
medium towns has played a much more 
important role in the process of urbanisation 
in Kerala, than in the rest of India [Sreekumar 
1990]. While in the 70s almost 22 per cent 
of the urbim population was on account of ‘ 
this ‘extension^’ component in the 80$ it i 
had increased to 32 per cent and almc^t 92 
new towns were added in 1991 (Census 
1991J. Given the relatively high degree of •, 
commercialisation, coupled with the peculiar 
settlement pattern in the state characterised 
by a rural-urban economic continuum, niral 
non-agricultural employment acquired 
sectoral-cum-spatial linkages in a very'] 
special way in Kerala. 

However, the growth in the share of non- 
agricultural employment did not imply- 
rapid increases in per capita incomes since*! 
product per worker was not very much* 
higher in the non-agncultural sectors, due tol 
low productivity especially in manufactur-' 
ing [CDS 1975). The relative under-' 
industrialisation of the Kerala economy* 
reflected the nature of its SDP growth whieP : 
derived largely from the growth in thia 
services sector. Nonetheless, as is wel*| 
known, given the performance of the state ii'|' 


Table 2: Plbclntaoe of UNEMPLOvto to Tm al Persons of Aot .5+ Acturding to All Three NSS 
STATtnres in Kerala and All-India 


Year 

19 

72-73 

M F 

M 

1283. 

F 

1987-88 . 

M 

F 

M 

F, 

Kerala 








t 

UPSS 

3 1 

J 3 

2.8 

3.4 

42 

2.7 

5.8 

5.i 

UPS 



77 

8.7 

6.0 

4.0 

7.5 

6.; 




(14.4) 

(48 8) 

(7 4) 

(43.8) 

(7.4) 

(38.(! 

CWS 

60 

4.1 

6.8 

3.6 

75 

4.3 

8.5 

5i. 

CDS 

12 8 

5.4 

13.2 

6.2 

130 

6.2 

9.8 

«fj 

India 








'1 

UPSS 

08 

0.2 

0.8 

08 

1 0 

03 

1 1 

o;' 

UPS 



1.4 

1 7 

1 4 

05 

1.8 

1 




(2 8) 

(25.1) 



(4.1) 

(24. i 

CWS 

22 

2.3 

23 

1.4 

26 

1.6 

2.5 

I" 

CDS 

48 

3.7 

4.4 

2.4 

4 5 

2 5 

2.8 

1' 


Notes- Figures in brackets refer to proportion of subsidiary workers to total rural workers CWS - Ciinvj 
Weekly Status. CDS-Current Daily Status 
Source: Same as Table I. 


Tabie 3: Pattern of Agricultural Employment in Kerala—by UPS 


Year/Category 


1977-78 

P 

'm 

1983 

F 



1987-88 ]i 

M 

F 

P 

M 

F 

j 

Agneuiture and 

56.0 

56.5 

.55.1 

55 4 

56 5 

55 7 

52 2 

53.8 

4 

related activities 




(87 61 

(87 0) 

(84 6) 

(83 7) 

(78 8) 

(8;li 

a Crop production 

29.6 

38 7 

32 4 

21 5 

30 6 

24 1 

16.3 

26.0 






(20.4) 

(11.6) 

(204) 

(37.8) 

(20.0) 

(2-|| 

b Plantations 

21.0 

11.8 

18.1 

29 7 

22 6 

27.8 

30.9 

21.3 

J' 





(37.8) 

(9 7) 

(15.1) 

(31.7) 

(17.2) 

(2-;5 

c Livestock 

2.5 

3.9 

30 

t.l 

29 

1.6 

0.9 

5.0 


production 




(24 2) 

(66 2) 

(58 0) 

(5.5) 

(46.2) 

(3; 

d Forestry 

1.0 

0.3 

08 

06 

02 

0 5 

0.8 

0.8 

1 





neg 

neg 

neg 

(1.0) 

(1.0) 


e Fishing 

2.1 

0.2 

1 5 

24 

0 1 

1.7 

32 

05 

'i 





(0 3) 

(0 6) 

(2 0) 

(2 8) 

(0 3) 

(■' 


Note: Figures in brackets relate to proportion of subsidiary workers 
Source: .Same as Table I. 
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. the spheres of literacy, health and popula- 
« tion control, land reforms and public dislri- 
i bution system, the ‘quality* of life of its 
people has been much abov e the average for 
the country as a whole and the growth 
process was relatively more egalitarian 
frranke 19911 However the constraints on 
such a piocess of growth have become very 
evident as rcflei led in the larger and more 
'frequent fiscal crises in the stale [George 
1991] and high levels of unemployment 

II 

The specific iiics of the agrarian set up in 
Xcrala suggest a higher level of 
diversification of the rural economy 
.ompared to the lesl of the country as is 
Mme out by the evidence estimates for 
1987 88 show that over 4S per cent of the 
males and 14 per cent of the females in rural 
Kerala wcic engaged in nun agricultural 
Activities the highest among the major states 
d'india The all India aveiage was 25 5 per 
jent for males and 15 1 per cent for females 
iowever, rural participation rates were lower 
m Kerala, coupled with the highest rural 
^employment rates In this section we 
|Xamine the si/e and pattern of rural non 
^ncultural employment in the 70s and 80s 
ased piimarily on estimates from the 
uinquennial hibour foicc surveys of the 
lational Sample Survey Organisation 
NSSO) as also the decennial censuses We 
Wine as non agricultural workers, all 
'orkers other than those engaged in 
^nculture and related activities, the latter 
jcluding besides crop production 
iantations, forestry fishing and animal 
^sbandry It could be argued that the 
loducis of dairying and animal husbandry 
jc highly income-elastic and, not being 
tfticularly land-intensive, could qualify as 
I ^n-agncultural activities Intel ms of policy 
p It might be more practical to view these 
< pvities as non agncultural, being part of 
pgrammes for supplementing agncultuitd 
;oines However we continue to include 
^mai husbandry as an agriculture-related 
• pvity since it is still largely organised on 
lousehold basis pnmanly using female 
four {George and Nair 1990J 


if 


Data Basi 


l|l)e problems of inter-censal comparabi- 
K due to definitional/conccptual changes 
(respect of worker are well known, 
yacting significantly on female workers, 
] whom work and non work can be 
jstinguishabic, especially in rural areas 
il the estimates thrown up by (he NSS 
j/eys arc by and large comparable, these 
^not entirely free of problems (as we 
IKUSS later) and considerable research 
^gone into delineating comparable long- 
1) senes for each of these sources as also 
£• possibilities of combining the two 
^Anamuity 1984 Bhalla 1985, Unni 


1989 Chandrashekhar 1993] Itis generally 
accepted that the NSS methodology and 
concepts ensure a better enumeration of the 
workforce, in particular of females and 
through Its vanous other correlates, ennehes 
our understanding of the employment/ 
unemployment situation in the country Tlic 
NSS provides three alternative estimates of 
employed/unemployed, varying with the 
reference period adopted the usual status, 
cuireiit week and current day status [NSSO 
1990) However some of the limitations of 
the NSS data are well known the first of 
which IS very pertinent to Kerala 

(a) The adoption of a relatively more 
restrictive definition of usual status woikcr 
in the 2nd quinquennial round (vi7, 12nd 
lound), introduced a comparability problem 
with the 27th Round estimates However, 
since the subsidiary activity of those usually 
not working (including the unemployed) 
was also recorded thcclubbing of subsidiary 
with usual principal status workers, prcxluccd 
an estimate closely corresponding with the 
27th round estimates But it is essential to 
point out that while this was tiuc at the all 
India level, by sex and residence, and for 
certain states, with respect toa tew, including 
Kerala, the inclusion of subsidiary workers, 
particularly females in rural areas, resulted 
in large variations in the proportion of 
workers over Ume I Sundaram 1989] And to 
the extent that the subsidiary workers arc 
specific to certain sectors, their inclusion or 


exclusion would tend to introduce some 
ambiguity tn the inter-sectoral shifts in 
employment over time The question is Are 
these changes real or can they be dismissed 
as largely illusory given the arbitranness 
involved in distinguishing work from non¬ 
work fur females 

(b) A disaggregation of the workforce by 
industrial activity, which is our main focus 
IS not available for 1972-73 at the state level 
nor IS the industnal distnbution of subsidiary 
workers available for 1977-78 

(c) NSS surveys do not provide any 
disaggregated estimates below the level of 
the state except for 56 regions into.which the 
major 15 states were divided Distnetwise 
analysis has to be based on the census data 

With these hmitations m mind, what smtof 
compromises can we make on quality of data 
to obtain a comparable senes since the early 
70s on level of employment and its pattern 

First, overall trends in aggregate level of 
employment by sex and residence and its 
break up broadly into agnculture and non 
agnculture can be examined in terms of (he 
usual pnncipal and subsidiary status (hereafter 
UPSS) workers based on the NSS surveys of 
1972-73 (27th Round), 1977-78 {32nd 
Round), 1983(18thRound)and 1987-88(43rd 
Round) However, given the large vanalions 
in the level of employment with the inclu¬ 
sion of subsidiary workers specific to agn- 
c ulture, we analyse trends in aggregate level of 
employment and the more detailed pattern of 


Tabi f 4 PFRrFNTAf F IJisTRiBunoN f)p Pfrsons Usuau y Working (Age 1+) 
BY IsmsiRY Grocf— Klrala 


Year/Category 1971 1977 78 J9M _ 




M 

F 

M 

F 

M 

F 

M 

F 

Agriculture 

R 

61 1 

~64~ 

~67~ 

S4 8 

S5 7 

56 5 

52 4 

519 


IJ 

186 

20 2 

188 

26 8 

189 

18 7 

15 6 

206 

Non Agnculture 

R 

38 9 

15 4 

41 1 

45 2 

441 

43 5 

47 6 

461 

of which 

U 

81 4 

79 8 

HI 2 

712 

81 1 

81 3 

84 4 

794 

1 Mining <ind quarrying R 

06 

0 1 

1 1 

01 

I 6 

1 3 

1 8 

06 


U 

01 

03 

04 

- 

1 1 

08 

07 

- 

2 Manufactunng (2+1) R 

128 

20 1 

14 4 

2S8 

125 

23 8 

107 

215 


u 

22 1 

212 

21 7 

27 8 

215 

25 7 

20 8 

204 

Div2 

R 



12 1 

24 4 

94 

21 6 

74 

21 7 


u 



IS4 

26 7 

14 3 

23 3 

127 

167 

Divl 

R 



21 

1 4 

3 1 

22 

33 

1 8 


U 



61 

1 1 

72 

24 

8 1 

37 

1 Electncity gas and 

R 

04 

0 1 

02 

neg 

05 

- 

04 

02 

water 

t; 



04 

07 

10 

14 

09 

16 

4 Construction 

R 

20 

02 

1 1 

I 0 

42 

1 1 

65 

12 


U 

28 

0 8 

47 

24 

82 

26 

70 

24 

I Secondary 

R 

IS S 

20 4 

190 

27 f 

188 

262 

194 

25 5 


U 

2S4 

24 1 

27 2 

10 9 

318 

103 

294 

244 

5 Trade commerce 

R 

91 

1 4 

106 

4 1 

108 

28 

13 2 

48 

and hotels 

U 

21 6 

S8 

21 0 

68 

185 

72 

210 

86 

6 Transport and 

R 

1 S 

08 

41 

OS 

49 

10 

59 

10 

communication 

U 

117 

2 1 

144 

1 2 

124 

36 

12 2 

27 

7 Banking and finance 

R 

07 

0 1 

10 

01 

1 5 

04 

13 

09 


U 



16 

09 

35 

20 

73 

43 

8 Social and personal 

R 

106 

12 7 

84 

134 

83 

13 1 

78 

139 

service 

U 

22 6 

47 1 

ISO 

33 4 

149 

38 0 

14 5 

392 

II Ternary sector 

R 

214 

ISO 

241 

18 1 

25 5 

17 3 

28 2 

206 


U 

36 0 

SS4 

540 

42 3 

493 

308 

53 0 

SSO 


Simne Same as Table I 
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employment in non-agncultural activities 
based on usual pnncipal status (hereafter 
UPS) alone starting with 1977-78 This means 
that some comparable (to UPS) esumates of 
the workforce and its industnal distribution 
IS necessary for the early 70s We broadly 
fill this gap bv using the 1971 census 
estimates The latter had used a restrictive 
definition of worker which appears lo 
match fairly well with the UPS estimates 
of 1977-78 with the usual caveat regarding 
female workers Hence our analysis of the 
level of employment and its pattern is based 
on both UPSS and UPS. the latter starting 
with 1971 This paper analyses trends in the 
sire and composition of rural non-agncul¬ 
tural employment for the state as a whole 

SfATELFVFl AnAIYSIS 

While the share of non agricultural 
employment m rural areas has histoncally 
been higher in Kerala, there was in fact a 
decline in the early 70s unlike at the all 
India level, followed by a substantial increase 
by the latter half of 80s However, if the 
subsidiary workers, or those who are only 
partially employed, are excluded the shaie 
ofnon agncultural employment nses sharply 
in the early 70s and increared steadily since 
then (Table 1) T he proportion of subsidiary 
workers was very high in 1977 78 
particularly in respect of females mout of 
whom tended to be concentrated in 
agncultufe-related activities, primarily 
livestock production Subsequently there 
was a sharp decline which continued into the 
80s Hence the sharp variations in extent of 
subsidiary work affects the inter sectoral 
shifts m employment The question is Are 
these large variations in the proportion of 
subsidiary workers real or illusory' 

That a large increase m female employ 
ment in this activity was warranted during 
this penod is supported by other evidence at 
the state level An intensive study on the 
Livestock Economy of Kerala revealed that 
the early 70s marked a spectacular increase 
in demand for milk in Kerala which gave a 
big boost to the diffusion of cross-breeding 
technology as part of the Intensive Cattle 
Development Project m the country Returns 
from milk production were high as pnee 
movements were in favour of milk vis a vis 
cattle feed pnees Cattle keeping became 
more broad-based in the 80s with participa¬ 
tion of small holdings and females 
constituted almost 62 per cent of the labour 
used, spending on average four hours per day 
per animal There was a substantial increase 
in the female bovine population between 
1972 and 1987 [George and Nair 1990] 
Hence an increase in female participation in 
this activity was warranted, however the 
increase in female workers was much higher 
dun the rate of growth of female bovine 
population between 1972-73 and 1987 Nor 


was this increase in female subsidiary 
employment sustained in the two subsequent 
rounds and by the late 80s there was a shift 
in Its composition towards self employed in 
non-agnculture 

The high proportion of subsidiary 
workers m Kerala is not entirely unexpected 
in a rural economy charactensed by high 
rates of open unemployment (highest among 
the major states of India) Perhaps this is one 
of the reasons why subsidiary woric vanes 
in tune with variations in the unemployment 
rates over time (Sec Table 2 All three rates 
of unemployment corresponding with the 
employment rates are given in the table ) 
An analysis ol the UPS rates shows that 
unemployment was indeed very high in 
1977 78 when the proportion ol subsidiary 
activity was very high particularly foi 
females The unemployment rates fell in 
1983 and the extent of subsidiary activity 
also declined however, in 1987-88 when 
unemployment rates increased tor both 
n 'les and females the participation of women 
in subsidiary economic activity declined 
further To some extent the decline could be 
on account of the changing scenario on the 
livestock front with sharp increases in 


concentrate feed pnees and decline in the 
profitability of milk production since the 
mid-80s [Tara Nair 1990), inducing some 
withdrawal of males and females However, 
another intcicsting feature of the estimates 
IS the sharp decline in male current daily 
status (CDS) unemployment rate in Kerala 
in 1987 88 which could have induced some 
withdrawal ol females from subsidiary 
economic particip.ition Ihis of course, 
would depend upon whether the increase in 
the number ol days ol woik for males added 
sufficiently to the household income The 
relationship between unemployment and 
participation in subsidiary economic activ¬ 
ity therefore is more complex than a simple 
linear relationship However that it is a 
specificity of the Kerala employment situa¬ 
tion cannot be denied Hence while there is 
an element of arbitranness in the enumera¬ 
tion ol female subsidiary workers, the 
erratic behaviour is not entirely irrational 
and the large variations cannot be dismissed 
as illusory 

However to the extent that such a large 
proportion ol subsidiary workers are 
engaged in agriculture their inclusion/ ! 
exclusion makes a significant difference to | 


Tablt S PrRCPNTAt t DisniiBuiioN i» In mminis io Wt«KK)Rf t bv Inui sirs Group 


Year/Category J977_78 lo 1^83 1^83 to 1987 88 1977 78 to 1987J8 ' 



M 

F 

F 

M 

r 

P 

M 

F 

P 

* 

All workers 

100 

100 

100 

Rural 

100 

100 

too 

too 

100 

100 

• 

Agriculture and 
lelaled activities 

42 23 

)0 63 

31 22 

34 62 

-42 33 

35 97 

1248 

39 76 

9 22 

t 

Forestry and tishmg 

1 93 

9 44 

1 03 

21 79 

27 73 

22 83 

963 

34 18 

II 54 

t 

Mining and quarrying 3 03 

44 41 

11 13 

3 73 

17 90 

0 39 

3 32 

20 43 

3 96 

u 

Manufacturing 

9 34 

115 22 

24 66 

24 88 

21 06 

14 29 

13 36 

113 10 

19 67 

1* 

Electriuty gas ind 

water 

ConstruLlion 

3 95 
16 83 

3 47 

4 43 
19 34 

1 38 
31 96 

3 49 
381 

0 02 
40 35 

1 81 
30 43 

14 42 

2 31 
29 36 


Wholesale and 

retail trade rest 

13 10 

-62 23 

706 

60 64 

37 66 

39 23 

31 31 

31 07 

3219 


Transport storage 
and coinmunicatinn 11 80 

21 86 

13 94 

23 67 

1 00 

19 83 

17 17 

34 03 

17 81 

< 

Finance insuiancc 
real estate 

7 25 

1331 

9 78 

-2 63 

14 17 

1 13 

341 

33 78 

561 


Social and personal 
services 

7 13 

26 81 

4 73 

2 08 

35 05 

6 25 

3 57 

46 93 

5 47 

1 

All workers 

100 

100 

!00 

Jrban 

100 

100 

100 

100 

100 

100 


Agncultun. and 











related activities 

18 IS 

34 07 

992 

2 77 

22 62 

6 95 

910 

3 96 

813 


Forestry and iishing 

1 10 

5 03 

1 72 

2 53 

441 

2 94 

195 

461 

246 i 

! 

Mining and quanyin^ 

3 31 

5 52 

3 83 

-0 33 

271 

1 00 

1 n 


091 

t 

Manufactunng 

20 81 

13 32 

19 63 

18 62 

2 47 

13 22 

19 32 

604 

1697 


Electncily gas and 

watei 

3 07 

5 53 

3 46 

0 39 

2 28 

0 94 

1 61 

3 35 

194 1 


Construction 

20 26 

3 78 

17 67 

3 26 

1 72 

2 94 

10 26 

2 40 

8 77 


Wholesale and 
retail uade rest 

9 88 

9 36 

9 83 

28 78 

13 34 

23 33 

21 00 

1209 

1931 ' 


Transport storage 
and communication 

331 

17 73 

744 

II 38 

0 34 

9 07 

908 

5 61 

8 42 ' 


Finance insurance , 

real estate 

3 16 

8 48 

399 

19 13 

12% 

17 83 

12 53 

II 48 

1235 ' 


Social and personal 

services 

14 56 

63 II 

22 52 

13 25 

43 26 

19 38 

1379 

5045 

2074 1 

■i — 1 



Stmne Same as Table t 
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the irends in oen-agncultural employment 
lince the early 70s as indicated earlier 
While the UPSS estimates of the proportion 
of rural non-agncultural employment show 
a decline for both males and females 
between 1972-73 and 1977-78. from 44 3 
per cent for males and 41 4 per cent for 
females in 1972-73 to 40 8 per tent and 30 9 
per cent respectively in 1977-78, the UPS 
estimates suggest a consistent increase in its 
share since the early 70s for both males and 
females (though the increase for females 
between 1971 and 1977 78 could to some 
extent be on account ot underestimation of 
femaleworkersinagnculturein 1971) There 
IS a marginal increase in the share of non- 
agncultural employment both in terms of 
UPSS as also UPS between 1977-78 and 
1983, which 1 $ muted pnmanly on account 
of females The increase in the 80s is evident 
for both UPSS and UPS It may be noted that 
in respect of all-India, the share of non 
agncultural employment in rural areas rose 
steadily between 1972 73 and 1987 88 
llowever, both for Kerala and India the 
intersectoral shift was sharper in the 80s 
than in the 70s 

The census estimates of the non 
agncultural workforce are higher pnmanly 
on account of an undercount of female 
workers in agriculture and show a steady 
increase since I%1 from 34 7 per cent to 
42 71 per cent in 1991 (for both males and 
females) in Kerala 

It may be noted here that growth in rural 
non-agncultural employment is understated 
to the extent that over time some rural areas 
get included in urban areas which is more 


pronounced in Kerala given the nature of its 
settlement pattern and the urbanisation 
process In Kerala the increase in urban 
population due to the emergence ot new 
towns has played a relatively more important 
role [Sreekumar 1990] Hence ifone were to 
standardise the rural occupational structure 
for die changes in level of urbanisation on 
account of the upgradation of rural areas, the 
proportion of non-agncultural employment 
would be much higher At the same time the 
data would overstate rural non-agncultural 
employment, more so than at the all-India 
level since a larger proportion of the rural 
workforce could be employed in non- 
agncultural activities in nearby urban/ 
commercial areas given the ease in 
commutation This also means, as pointed 
out elsewhere [Chaddha 1994], that 
inferences on the changing pattern of rural 
production base cannot be gauged from the 
changing pattern of rWal employment 
The question is are these changes in the 
pattern of employment, in paiucular the 
increase in female subsidiary workers and 
the shift towards non-agnculture, demand 
induced or simply a reflection ot the 
tremendous push out of agnculture which 
started much earlier in Kerala and is more 
severe The answer to this question would 
have been simple if corresponding data on 
levels of earnings in each of these activities 
was available However, available data on 
earnings are rather limited and before we 
use these data to evaluate the situation with 
some confidence we have to probe further 
into (a) the pattern of agncultural and non- 
agncultural employment in greater detail 


(b) status of employment, and (c) education 
and employment 

(a) PATTfeRN OF EmPLOYMEKT 

Gfven the substantial changes in 
employment pattern within agnculture itself 
and related activities in Kerala, reflecting to 
some extent the cropping pattern changes in 
the 70s and 80s and the tremendous thrust to 
livestock development, we bnefly examine 
first the changes in the pattern of i^cu Itural 
employment using UPS estimates, the 
proporbon of subsidiary workers in these 
activities IS also given fTable 3) 

It IS interesting to note the sh^ decline in 
employment in crop production for males 
since 1977-78 while for females the decline 
becomes very sharp later The proportion of 
male workforce engaged in crop production 
IS now vey low viz only 16 per cent 
compared to the proportion in plantations 
which IS almost double at 31 per cent Crop 
production appears more as a subsidiary 
activity for males 1 here is an equally sharp 
increase of employment in plantations 
pnmanly in rubber and coconut for men and 
fruits orchards and tea for women While 
employ ment in livestock on UPS is relatively 
small and has declined an overwhelming 
proportion of persons particularly females 
arc engaged in it as a subsidiary occupation 
However, this proportion declined rather 
sharply for males in 1987-88 
Turning now to the pattern of non- 
agncultural employment, we examine the 
changes at the broad (one digit) industry 
level using the UPS estimates (Table 4) 


Tabie 6 Ptrcentaoe DisntiBimoN or Pebsons of Aoe by Usual HuiNriPAC Subsidiary Status Activity—Kuaia 


Year/Calcgory M ales ___^males _ ___ 




1972 73 

1977 78 

1981 

1987 88 

1972 73 

1977 78 

1981 

1987 88 

1972 73 

1977 78“ 

1981 

'1987 88 

I Self employment 

UPSS 

4S74 

48 71 

4410 

44 56 

38 79 

55 50 

58 71 

57 64 

43 28 

51 67 

5017 

49 51 


UPS 


46 S9 

41 76 

4168 


33 95 

12 51 

16 80 


42 65 

39 08 

40 27 

(i) Agnculture 

UPSS 


1076 

27 65 

26 50 


4042 

5063 

42 91 


14 96 

37 01 

32 72 


UPS 


27 SS 

2162 

23 04 


14 96 

17 98 

19 85 


21 61 

21 98 

2212 

(ii) Non agriculture 

UPSS 


17 95 

16 66 

1806 


15 08 

8 08 

14 71 


1671 

13 16 

16 79 


UPS 


1904 

18 14 

18 63 


18 99 

14 54 

16 95 


1902 

17 10 

18 15 

II Employee 














1 Casual 

UPSS 

19 11 

17 44 

40 19 

43 23 

47 66 

36 11 

31 41 

13 02 

4215 

37 13 

3661 

19 36 


UPS 


17 70 

41 71 

45 19 


50 79 

5000 

48 09 


41 77 

44 13 

4603 

(i) Agriculture 

UPSS 


25 71 

28 22 

26 71 


26 77 

22 67 

21 82 


26 18 

25 97 

24 86 


UPS 


26 14 

28 92 

28 06 


17 71 

34 40 

32 32 


29 74 

10 52 

29 29 

(ii) Non igricultuie 

UPSS 


11 71 

1196 

16 52 


9 36 

8 68 

11 20 


10 95 

1066 

14 50 


UPS 


II 89 

12 79 

17 13 


13 08 

1560 

15 77 


12 01 

13 61 

1674 

2 Regular 

UPSS 

IS 12 

1156 

1541 

12 20 

1355 

8 12 

9 86 

9 32 

14 57 

11 20 

1314 

11 11 


UPS 


15 38 

16 46 

13 14 


14 90 

17 43 

IS 12 


15 23 

1674 

13 71 

(i) Agriculture 

UPSS 


2 66 

2 95 

0 89 


1 87 

2 88 

1 07 


212 

2 91 

096 


UPS 


3 08 

3 12 

0 94 


178 

5 08 

1 75 


310 

369 

I 17 

(It) Non agriculture 

UPSS 


10 90 

12 45 

II 31 


6 25 

697 

8 25 


8 88 

1021 

1015 


UPS 


12 30 

1314 

12 20 


II 12 

12 35 

1117 


1153 

1105 

12 54 

III Total 














(i) Agnculture 

UPSS 


59 16 

58 58 

54 10 


69 06 

7621 

65 82 


6146 

65 91 

5854 


UPS 


56 52 

55 66 

52 04 


5645 

57 46 

53 92 


56 67 

5619 

5258 

(u) Non agriculture 

UPSS 


40 84 

41 41 

45 90 


1069 

2176 

34 16 


16 54 

3403 

4146 


UPS 


43 23 

44 27 

47 96 


41 19 

42 49 

46 09 


42 98 

4376 

47 42 


Nates UPSS Usual Pnncipal and Subsidiary Status Woikers UPS Usual Pnncipal Status Workers 
Soune Same as Table I 


non 
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wiMt smses one munemeu^ t&e shift 

iowanis non>iagricuin^ employment in 
urban areas has been negligible at least up to 
the early 80s; and (b) in rural areas the 
sectors which contributed the largest 
shares in non>agricuItural employment have 
grown the slowest (growth rates not given in 
the table). Manufacturing which constituted 
the single largest rural non-agricultural 
sector grew modestly for males in the early 
70s (the female data not being veiy reliable 
for 1971) but since 1977-78 its rate of 
growth has been negative. It accounts for 
about 10 per cent of total rural employ¬ 
ment in 1987-88. The decline has been 
overwhelmingly on account of the major 
traditional industries in Kerala, such as coir 
and cashew, impacting on female workers, 
while growth in industries based on inter¬ 
mediate products (Div 3) has been fairly 
high, around 5 per cent per annum (starting 
of course from a small base). Its share in the 
manufacturing sector has increased in the 
lO-year period 1977-78 to 1987-88. In the 
80s the share of manufacturing for females 
has steadied at around 24 per cent primarily 
due to expansion in employment opportuni¬ 
ties in other primary resource-based indus¬ 
tries such as food products and ready made 
garments. 

Services (community, personal and social) 
which is the next largest sector had a growth 
of less than 1 percent per annum, and its share 
is now about 8 percent of total employment 
though for females the growth was higher. 
On disaggregation (data not given here) a 
suiking feature is the sharp increase of 
female employment in public administration, 
education and health. Most of the other 
groups in the tertiary sector recorded fairly 
high rates of growth—transport and 
communication, a growth rate of 4.7 per 
cent and trade and commerce even higher at 
5 per cent per annum; the latter now 
contributes the largest share in total rural 
and non-agricultural employment, 13.2 per 
cent and 28 per cent respectively. Most of 
the growth in trade is due to a phenomenal 
growth in retail trade of a large range, of 
manufactured goods such as textiles, 
household durables, medicines, books, and 
intermediate products, the production of 
which is hardly reflected in the structure of 
manufacturing. Almost the entire require- 
menu are brought in from other states. 

The highest growth was recorded in the 
construction sector, employment in which 
grew at a r^ of over 8 per cent per annum, 
which is largely attributed to the housing 
boom in Kmia consequent upon the gulf 
boom since the mid-TOs. Employment 
growth in electricity, and finance has been 
high too, between 6 and 8 per cent, however, 
their shares are relatively small. However, 
the impact of growth in construction activity 
on manufacture of building materials is 
negligible. 


The changes in die eti^loyment and IW-MtteVidsd^dietwondi'f^ 
pattern are more revisaling if we examine 1977-^8 to 1983 arid 1983 to 1987-88' 
the percentage distribution of the incte- (Table S). These data have been given 6k 
ments to the workforce between 1977-78 both rural and urban areas which also 


Tabic 7; PExcENTAce DisnuBtmoN or Households by HouaeHOLO Tyic by soe class or Land 
CuLTiVAiEo FOR Rural Areas, Emfloymbnt in AGRicuLTURC..NoN-AoBKmLTURB and 
Status of Emfloyment 


Size Class of 

Land Cultivated 
(Hectares) 

Percentage 

of 

Households 

Percentage 
of Non- 
Agriculture 
Employment 


Status of Employment 


Agriculture 

Non-Agriculture 


Self 

Employed 

Wage 

Labour 

Self 

Employed 

Wage Others 
Labour 

0.00 

19.6 

61.1 

6.2 

93.8 

25.8 

40.7 

33.4 

0.01 - 0.40 

61.1 

47.7 

34.0 

66.0 

36.8 

4^1 

21.0 

0.41 - 1.00 

12.2 

30.6 

81.6 

18.4 

32.7 

13.7 

53.6 

1.01 - 2-00 

5.2 

17.2 

94.1 

5.9 

34.9 

7.5 

57.6 

2.01 - 4.00 

1.4 

11.6 

97.5 

2.5 

46.6 

0.0 

53.4 

4.01 and above 

0.4 

14.3 

91.6 

8.4 

83.9 

0.0 

16.1 


Source: Sarvekshana. Results of the Fourth Quinqennial Survey on Employment and Unemployment, 
NSS, 43rd Round, lanuary. 1992. 


Table 8: Distribution of Rural Persons of Aoe 15 by General Education Catboory fob Princtal 
A cnviTY, 1977-78 and 1987-88 


Agriculture __ Non-Agriculture _ i’ 


Education Level/ 
Activity 

Self 

Em¬ 

ployed 

Regular 

Labour 

Casual 

Labour 

Total 

Self 

Em¬ 

ployed 

Regular Casual 
Labour Labour 

Total 

AB 

Rural 

Woik- 

eiB 

1 

) 

Males 

Nm literates 

9.9 

22.8 

26.7 

1977-78 

18.3 8.4 

3.2 

11.6 

7.8 

13.7 

t 

I 

Literate up to 
Primary 

62.8 

57.2 

62.8 

62.5 

66.7 

39 3 

69.3 

59.7 

61.3 

1 

Middle 

20.7 

16.1 

95 

15.3 

18.3 

20.4 

15.5 

18.1 

16.3 


Secondary 

6.1 

4.0 

1.0 

3.6 

6.2 

29.0 

3.4 

11.9 

7.2 


Graduate and 
above 

0.5 

0.0 

0.1 

0.3 

0,4 

8.2 

0.0 

2.5 

1.3 

1 

1 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

i 

Females 

Not literates 

30.6 

64.2 

53.1 

47.8 

33.6 

16.8 

31.3 

29.4 

39.6 

1 

1 

Literate up to 
Primary 

55.4 

27.1 

41.8 

44,5 

51.4 

31.7 

61.4 

49.3 

46.6 

i 

Middle 

9.7 

7.4 

4.6 

3.1 

10.9 

5.7 

6.5 

8.2 

7.1 

j 

Secondary 

4.3 

1.2 

0.5 

1.6 

2.1 

36.1 

0.7 

10.6 

5.6 

' 

Graduate and 
above 

0.0 

0.0 

0.0 

0.0 

0.0 

9.7 

0.0 

2.3 

1.1 

y 

\i 

Total 

iOO.O 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

r 

« 

Males 

Not literates 

8.2 

17.2 

19.2 

1987-88 

14.3 8.3 

20 

7.8 

6.5 

10.6 

il 

!l 

li 

jJ 

Uterateupto 

Primary 

51.9 

53.9 

63.0 

57.9 

49.2 

20.6 

53.5 

43.4 

50.9 

Middle 

26.2 

23.5 

15.4 

20.3 

29.5 

26.3 

33.2 

30.0 

23.0 

11 

Secondary 

11.9 

4.5 

2.4 

6.7 

11.0 

34.8 

5.2 

15.0 

10.7 

1 

Graduate and 
above 

1.8 

0.9 

0.0 

0.8 

2.0 

16.3 

0.3 

5.1 

2.9 

If 

Ail 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1 

Females 

Not literates 

23.2 

19.5 

38.1 

32.0 

27.3 

8.0 

32.2 

23.4 

28.0 

i 

]} 

1 

Uterateupto 

Primary 

42.7 

59.3 

52.1 

48.9 

49.5 

17 3 

31.2 

40.7 

45.1 

Middle 

25.4 

10.1 

8.3 

14.8 

16.9 

13.1 

15.3 

13.2 

15.0 


Secondary 

8.4 

ll.l 

1.3 

4.2 

6.3 

39.8 

1.3 

14.3 

8.9 

I 

Graduate and 
tbove 

0.4 

0.0 

0.0 

0.1 

0.0 

21.8 

0.0 

6.4 

3.0 

1 

1 

AU 

100.0 

100.0 

100.0 

too.o 

100.0 

100.0 

100.0 

100.0 

100.0 

J! 


Note: For 1977-78 Estimates rriale to persons of age St. 

Sourar. NSS. 32nd Round, Report of the Second Quinquennial Survey on Employment, No 298/10, 
July 1983. Sarvekihana, Resulu of the Pouitb ^inquennial Survey on j^loyment for nine 
major itates. NSS *3td Round. Vol XVI. No 2, October-December 1992. 
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enables us lo identify the fast growing 
areas of employment. It is interesting to 
note from the table that while in the Hrst 
sub-period agriculture absorbed the largest 
proportion of the additions to the workforce, 
subsequently, there was an absolute decline 
in the numters engaged in agriculture for 
both males and females. Hence the increase 
in niral non-agricultural employment in the 
80s is composed of the new entrants into the 
workforce during that period as also some 
who moved away from agriculture. This 
certainly did not occur at the all-India level 
except for women, to a lesser extent in the 
80s [Chadha 1994], What needs to be under¬ 
lined is that the share of manufacturing in 
the incremental workforce was negative for 
males in both the sub-periods in rural areas 
and positive and almost similar in urban 
areas. However female employment in rural 
manufacturing which declined very sharply 
in the first sub-period gained in the second 
sub-period while in the urban areas the 
increase was marginal. Other interesting 
recent changes were a high absorption of 
females in agriculture-related activities in 
urban areas and in social, personal services 
in rural areas. Hence we find that within the 
Don-agricultural sector growth was higher 
in the tertiary sector and accelerated in the 
80s. Though these trends are broadly similar 
to the all-India pattern there is a striking 
difference, viz, at the all-India level the 
share of manufacturing in rural employ¬ 
ment has increased since the early 70s even 
while the larger gain was made by the 
tertiary sector [Papola 1992]. The ratio of 
tertiary sector employment to the other two 
sectors—primary and secondary—for males 


increased from about 0.30 ill 1971 to0.3.2in 
1977-78, to 0.35 in 1983 and sharply to 
almost 0.40 in 1987-88 in Kerala. At the all- 
india level the ratio was much lower and its 
growth was gradual, it increased from 0.10 
to 0.12,0.14 and 0.16 respectively over the 
same period. 

While the long-term tendency of a shift 
towards non-agricultural employment in 
rural areas (despite a decline in the early 
70s) does imply a qualitative improvement 
in the rural employment situation, the 
overwhelming growth in the tertiary sector 
and the marginal contribution of manufactur¬ 
ing even in urban areas has generated a 
lopsided occupational structure. Moreover, 
changes in the mode of employment do not 
prima facie suggest a qualitative improve¬ 
ment in the employment situation. 

(b) Status of Employment 

Table 6 brings out the changes in 
employment status UPSS, since 1972-73 
and in terms of UPS since 1977-78. Given 
the relative increase in the share of agriculture 
related activities in Kerala between 1972-73 
and 1977-78, there was an increase in the 
share of self-employment initially. While it 
declined subsequently for males, and a little 
later for females, it was primarily in 
agriculture. The proportion of self-employed 
in non-agriculture increased between 1983 
and 1987-88 both for males and females 
more sharply for the latter. Hence the decline 
in self-employment has been much mwe 
gradual in Kerala. There was a clear upward 
trend in male casual employment though 
not so for females. The former was primarily 


on account of aon-agricuitinil work; in 
respect of females the ^line in agriculturil 
work was rather sharp. While regular 
employment reveals a downward tendmey 
for males, it is mildly upwards for females 
in non-agriculture. Hence for males casual 
employment in non-agriculture steadily rose 
in the 70$ at tire expense of self-employment, 
while in the 80s it was at the cost of regular 
employment in non-agriculture. For females 
the broad trend was an increase in the share 
of self-employment and regular work up to 
the early 80s. However in the 80s there 
appears to be a tendency towards casualisa- 
tion of the female workforce in non- 
agriculhiral activities with little*change in 
the proportion engaged in regular work. 
Hence the 80s mark a pronounced 
casualisation of rural labour, both for males 
and females. 

Since the decision to engage in non- 
agricultural activity in rural areas is to a 
large extent determined by land ownership 
besides changing job aspirations with 
increasing levels of education, it would be 
interesting to examine the mix of 
activity—agricultural ortKn-agticultural—by 
size distribution of land (Table 7). These 
data also enable us to capture the varying 
involvement of rural households in wage 
labour vis-a-vis, self-employmeotdepending 
on the size of land cultivated. 

Some striking features of this table need 
to be emphasised (a) As the farm size 
increases, the incidence of non-agricultural 
employment declines from about 61 per 
cent toll per cent, but rises to 14 per cent in 
the highest farm size; (b) Withmagriculture, 
as farm size increases the proportion of self- 


Table 9: AvEKAce Daily Wage of Rural Workers and Index of Real Wages 


yCategoiy/Year 


Aericultural Sector 

Skilled Construction Woitera 

Unskilled Consuuction Labours 

; 

Wage Rate 

Index of Real Waee Wace Rate 

Index of Real Waee 

Wage Rate 

Index of Real Ware 

Males 

Females 

Males 

Females Caipenter Mason Carpenter 

Mason 

Males 

Fbmales 

Males 

Females 

1970-71 

5.09 

3 02 

100.00 

100.00 8.19 

8.20 

100.00 

100.00 

5.40 

3.68 

100.00 

100.00 

1972-73 

5.78 

3.91 

102.21 

116.53 9.10 

9.32 

100.01 

102.30 

5.78 

3.90 

96.34 

95.39 

!1977-78 

8.67 

6.06 

101 94 

120.09 14.81 

14.88 

108.22 

108.60 

9.38 

7.00 

103.95 

113.83 

|»80-81 

11.13 

7.91 

95.47 

114.36 18.66 

18.75 

99.48 

99.84 

12.30 

9.62 

99.45 

114.14 

l|83-84 

15.86 

II 02 

110.26 

129.12 33,43 

33.29 

144.44 

143.66 

20.29 

14.81 

132.96 

142.41 

“^87-88 

30.39 

17.68 

147.24 

144.37 49 30 

49.32 

148.45 

148.33 

31.31 

23.26 

142.99 

155.87 
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AM India 





1977-78 

1987-88 

Ratio of 

1977-78 

1987-88 

Ratio of 






1987-88/ 





1987-88/ 






_ 





_1977t7» 



M 


M 

M P 

M 


M 


M 

F 

I^Ssual labour 












41 Atricullure 


67 

4.2 

22.6 14.0 

3.5 3.3 

3.73 

2.58 

11.09 

7.32 

3.0 

2.8 

f2 Non-agriculture 

6.9 

3.2 

25.6 13.2 

3.7 4.1 

5.12 

2.74 

15.48 

8.86 

3.0 

3.2 

Plantaiions 


- 


23.0 17.2 








f RaUo of non-agriculture/ 











1 agriculture wage 

I.OI 

0.76 

1.13 0.94 


1.37 

1.06 

1.40 

1.21 




uree: Same as Table I. 
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employed households increases Even in a 
holding size between 041 to one hectare, 
over 80 per cent of die households are self- 
employed With a farm size above two 
hectares, very few households engage in 
wage lidiour, (c) Within non-agru ulture 
with an increase in land si/e the proportion 
of households self-employed in non- 
agnculture is much smaller and int teases 
only mildly to 46 percent up to4 0 hectares, 
but die share of ‘other households' nscs 
quite sharply However in the highest farm 
size there is a sharp increase to over 80 per 
cent of self-employed households and an 
equally sharp fall in ‘other households’ The 
proportion of non-agiicultural \sage labour 
IS more or less the same as the proportion 
self-employed in the bottom two landholding 
classes, but falls sharply ihereatler and is 
non-existent in the last two size class 
holdings 

Given such a pattern it would appear that 
thedeclineintheproportionofself employed 
in agnculture implies that the proportion of 
households in the smaller size classes is 
increasing throwing the people into wage 
labour pnmanly in non agnculture It could 
also be that the small and marginal cultivators 
are increasingly resorting to non agnc ultural 
wage labour due to better earnings or 
unwillingness to engage in agricultural 
work, on own farm or others (arm This 
interesting insight into the iiiral ‘abour 
market in Kerala has been captured in some 
micro-level studies (Shaji 1980 lose 1991] 
and assumes importance in the context of 
the reported high rates of rural unemploy 
ment in the state ft is attnbuted pninai ily to 
the nsing levels of literal> which raises 
income/job/status aspirationsot the younger 
job-seekers as also the sharp increases in 
wage rates of certain types of non agnc ultural 
work, e g, construction of ioadi ng/unloading 


(c) Educaiion and Non-Aorituuiwai 
Empuoymbnt 

Kerala is well known for its histuncally 
high and expanding levels of eduration, in 
rural areas too resulting in a much higher 
proportion of population reporting as 
students While almost 31 6 per cent of 
males and 26 5 per cent of females in rural 
areas were recorded as students in Kerala in 
1987 88, the proportions were 19 2 per cent 
and 10 8 per cent respectively tor all India 
[NSSO 1990] rhis has impacted on the 
labour market by depressing participation 
rates to some extent [CDS 197S] and added 
to the pressures for generating non 
agricultural employment tor the new enti ants 
into the workfocc In Table 8 we examine 
the educational background of rural workers 

The most stnking feature of the table is 
the low level of il literacy among rural woi kei s 
in Kerala unlike for India, even in agnc ultural 
work While almost 54 per cent of the male 
workers in agnculture were illiterate at the 
all India level the pioportion was 14 per 
cent in rural Kerala [NSSO 199(1] female 
illiterac y is almost double of males more so 
in non agnculture but much lower than the 
country as a whole As is to he exiKcU d the 
proportion ot illiterate workers in noi 
agnculture is much lower and the proportion 
of ediicatcJ workers, viz, sccondaiy level 
and ab ive is ov ci whelmingly higher in non 
agnculture While almost one fifth of the 
maleagnciiltur d ca* ual workers ire i lliterate 
(38 percent I >i fen,lies) the proixirtion is 
less than 10 pci icnt in non agnr 'hurc tor 
males though no' much less fer females 
Those with middle level constilii Hh(uii33 
percentofcasiial workers in n'lii > ulture 
which IS more th in double that'Pac nculturc 
The difference is striking in regular 
employment over 50 per < eni of males arc 


secondary and above in oon-agneuhute 
compared to about 5 per cent In agrttpnltHte, 
In respect of females the agnculture, nQii> 
agnculture difference in higher education is 
even sharper almost two-thitds in non- 
agnculture regular employment compared 
to 11 percent in agnculture Hence education 
not only t icilitales hut also enables a shift 
from ague ulture to non agnculture An idea 
of the change that has occurred in the 
educational levels oi different occupations 
IS provided with similar dau for 1977-78 
though such a compansun is to some extnt 
\ mated due ui the inclusion of persons ttf 
age 5 14 years in the 1977-78 However, 
since only 2 pci cent ot males and 3 per cent 
of iein.ilcs aie workers in this age group, we 
can make some broad compaiisons wtA the, 
proviso that the incidence ot less educated/ 
illiterate workers would have been overstated J 
to some extent in 1977-78 It is interesting to. 
note the changes in the educational! 
background of agricultural and non-^ 
agiicultural woikeis from the middle-Ievd 
onwards For males while the increase in the, 
level ot education is most dramatic for self- i 
employed pnlicularly in non-agnculture| 
the difh rcni es come out sharply in respect, 
of casual labour the proportion of those, 
viih middle level mote than doubled m 
non igru iiltuie and the increase in the share! 
of those with sccondary-levcl was also higher ^ 
in nun auric ulture A small proportion of^. 
giaduaies also are now engaged in m»-,} 
agncultuial wi rk In regular employment| 
the pruponion of workers with a secondaiy- 
les el has iiut changed m agriculture while in, 
non agnculti'ii the increase is substantial,ji 
the share of giaduates and above has almost | 
doubled With icspect to females too the 
cdi I itional lesels base risen faster for non-,| 
ug iculiui tl w( rk ex-ept for a very slow , 
dec line in ilhtciacy among noii-agncultural > 


TabicII Shxm: os Bottom 30 Pfr Ci-nt Of Popti xnoN in V (insi mik I visni m ki ^ikaihani Imuc 


Year 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 1 

Kerala 

1977-78 

13 15 

IS"*! 

12 79 

4 15 

9 34 

7 81 

10 16 

1151 

9 I 

2 /() 

0 97 

964’ 

1983 

14 38 

1704 

2t II 

7 70 

14 44 

1365 

14 9(1 

18 05 

)U lU 

3 69 

0 59 

Il04|j 

1987 88 

1806 

21 01 

22 29 

7 70 

16 46 

13 86 

IS ’9 

18 00 

13 hi 

4 84 

091 

14 15 j 

India 

1977-78 

14 28 

17 16 

21 82 

5 65 

1331 

15 67 

8 S4 

1671 

< 

5 11 

1 17 

W 

848] 

1983 

15 24 

17 62 

22 29 

7 07 

11 74 

15 82 

10 25 

16 4 

1( / 

441 

2 08 

1007J, 

1987-88 

15 57 

17 97 

23 90 

7 42 

12 88 

1661 

II 30 

1/61 

il it 

501 

2 13 

1060] 


Ntaet Column 1 Total 
Column 2 - Fbod 
Column 3 - Cereals 
Column 4 - Milk and products 
Column $ • Meal fish and egg 
Column 6 - Vegetable iiuits and nuts 
Column 7 Beverages and reiresbmenis 
Column 8 Pan tobacco and inloxicancs 
Column 9 Non food 
Column 10 Clothing 
Column 11 Durable goods 
Column 12 Misc goods and services 
Soune Various Rounds of NSS Consumer Expenditure Surveys 
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labourers. While overall there is an 
^tgradation of educational levels for all 
'^ttgories of employment in agriculture 
^nd non^agriculture the sharper increase in 
be latter suggests a greater absorption of the 
aore literate new entrants into non- 


an all round increase in real wage rates 
despite a high and rising level of rural 
unemployment. However, gender wage 
differentials widened. Table 9 gives data on 
real wage indices foragricultui^ labour and 
skilled, unskilled construction labour since 


and trends in retetivaeamingsoraigiicHiiiiral 
and non-agricultural labour suggestt an 
increase in the demand for non-agricultuial 
labour as also its supply. This was not 
merely an investment demand for 
construction but derived also from a 


Igricultural activities. The sharp rise in the 
'roportion of educated in self employment 
*9 non-agriculture is an adjustment 
bechanism in a situation of sluggish growth 
;i regular employment opportunities which 
i the desired type of woric. 

; Drawing toge^er the evidence on changes 
!l the pattern, status and educational level of 
uqrloyment it would appear that barring 
'ertain categories such as social and 
immunity services (public administration, 
^lucadon and health) banking and finance, 
1 which employment is generally regular 
lost of the increases in employment under 
:ade and commerce, construction, private 
'insportation and even manufacturing 
pven the growing relative preference for 
'anales) is of a casual nature or some form 
} self-employment. While educational 
^els of both categories has increased 
brticularly in respect of self-employed 
;orkers, some idea of a qualitative 
•jprovementin the situation can be obtained 
aly by an examination of the relative 
[irnings in the different occupations. 

I 

BaaNINGS AND LEVEI.S OF CONSUMPTION 

'Most of the studies on rural wage rates in 
fWala emphasise the growth in real wage 
of almost all categories of workers in 
cular agricultural and construction 
ibour. While the former is attributed to 


the early 70s. The NSS also brings out some 
data on earnings for casual agricultural and 
non-agricultural labour which we examine 
inTable lOovertheten-yearperiod 1977-78 
to 1987-88. Looking at Table 10 we rind 
that in the initial year daily earnings of 
male casual non-agricultural worker was 
not very different from that of an 
agricultural worker’s earnings; but growth 
in the former was higher; the ratio of non- 
agricultural/agricultural wage increased 
from 1.01 in 1977-78 to 1.13 in 1987-88. A 
suiking feature of the table, also seen in the 
wage data given in Table 9, is the lower 
(than agriculture) wage rate for females in 
non-agriculture in 1977-78. However, despite 
a high growth of earnings in non-agriculture 
resulting in a sharp narrowing of the 
differential from 0.76 to 0.94, non¬ 
agriculture wage for females remains below 
the agricultural wage in 1987-88. 

It must be remembered that number of 
days of employment for agricultural 
labourers and to a lesser extent for non- 
agricultural labourers too, had been 
consistently declining as is brought out by 
the Rural Labour Enquiries of 1964-63, 
1974-75 and 1983 (Department of 
Economics and Statistics 1983) which could 
to .some extent have nullified the increase in 
daily earnings. However, it is observed that 
despite the decline in employment there was 
a significant increase in real incomes of 


substantial growth in consumption demand 
for goods and services since the latter half of 
the 70s. 

An indepth study on consumer expenditure 
highlights the fact that while per capita 
consumer expenditure in rural areas in K^a 
was lower than for all-India in the early 70s 
it rose more rapidly and by the late 70s had 
surpassed the national average. In 1987-88, 
per capita consumer expenditure Was Rs 
211.47 in Kerala; the average for the country 
was Rs 138.10. Indeed it appears that since 
1983 per capita expenditure for the state was 
higher than theestimated per capita domestic 
product. This would be sqrplicable to rural 
areas too since there is a growing 
convergence of rural-urban consumption 
patterns in Kerala (Sunny 1988). Moreover, 
there was an increasing trend towards 
diversification of expenditure with an 
increase tn the share of non-food items in the 
total from about 29.3 per cent in 1972-73 to 
40 per cent by 1987-88. While the average 
expenditure on services and durable goods 
in rural areas was about Rs 38.8 and Rs ,13.3 
in Kerala in the last year under stud^, in 
India it was Rs 22.8 and Rs 3.6 respectivdy. 
That this increase was not primarily on 
account of growing inequalities in 
consumption was borne out by im almost 
constant Lorenz ratio over this period 
(Thomas Issac 1993]. What is of interest to 
us is the considerate diversification of 



likMiisation among agricultural workers the 
pier is argued to be a consequeiice of the 
tep increase in the demand for construction 
nikers due to the construction boom 
wated by remittances from the Gulf 
Igrants, further reinforced by outmigration 
fa substantial proportion of construction 
I ^rkeis.' Kerala is the only state in which 
I |ge rates doubled between 1960 and 1990 
l lrishnan 1991]. It has been convincingly 
I { ned by Krishnan that this impacted on 
N er related wage rates of agricultural and 
I ;|ddlted non-agricultural workers through 
I I operation of a ‘parity’ norm thus causing 


rural labour households, agricultural and 
non-agricultural, during the period 1964-63 
to 1983, though less than the increase in real 
wage rates. The income of non-agricultural 
households is higher and the increase was 
sharper for non-agricultural households 
between 1974-75 and 1983. Moreover by 
1987-88 there was some reversal of tlw 
declining trend in days of employment with 
an increase in the number of working days 
per day per 1 00 persons from about 40.6 for 
mates and 13.8 for females in 1983 to almost 
49 for males and 17 for females by 1987-88.’ 
Hence the above comparison of the level 


consumer expenditure in Kerala both within 
food and non-food, in particular the growth 
in services since the second half of the 70s 
and that it was reasonably broad-based. 
Hence we focus on the consumption shares 
and pattern of expenditure of the bottom 30 
per cent of the rural population between 
1977-78 and 1987-88 (Tables 11 and 12). 

A striking feature of Table 11 is the 
increase in the share of the bottom 30 per 
cent of the population in almost all 
commodity groups, including not only 
cereals but items such as milk, meat, fish 
and eggs, as also vegetables in the food 


Tabu! 12; Ratio of Consumphon op Bottom 30 Peb Cent of the Pofuuvtkw to Mean Consumption Level—Keeala and Inom 
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category. The share of non-food items has 
incressed faster than at the all-India level, 
fTomabout9.1 per cent to almost Upercent 
in Kerala compared to 8.7 per cent and 11.4 
per cent for all-India; the share in 
miscellaneous goods and services grew from 
10 per cent to 14 per cent while for all-India 
the increase was from 8 per cent to 11 per 
cent. However the share in durables has not 
grown similarly reflecting perhaps greater 
inequality in its consumption. Needless to 
say this implies a substantial growth in 
average per capita expenditure on each of 
these items, seen from Table 12. It shows a 
discernible increase in the ratio of 
consumption of the bottom 30 per cent of the 
population to mean consumption for not 
only cereals but other items of food and non¬ 
food. Among the non-food items the growth 
in consumption of services has been fairly 
high in Kerala. 

m 

From the emerging rural employment 
situation examined above, we attempt to 
identify some broad causal factors in an 
attempt to explain the changes observed. 
There was a distinct growth in derived 
demand for labour in the secondary and 
teitiary sectors given the subsiannal increase 
in demand for consumer goods and services. 
That growth in the tertiary sector was 
higher than in manufacturing not only 
since expenditure elasticities for the former 
are generally higher but also because 
manufacturing has lagged far behind, was 
evident from an analysis of the changes in 
the industrial distribution of the workforce. 
While retail trade in food products such as 
grain, grocery, vegetables, fruits, fish, 
poultry, bakery products, and a whole range 
of non-food items such as textiles, house¬ 
hold durables, medicines, books and 
intermediate products such as building 
materials, increased substantially, very 
little was manifested on the production front 
except for food products and ready made 
garments. Some marginal diversification 
into Div 3 industnes todc place. The impact 
of the tremendous increase in residential 
construction in stimulating the manufacture 
of building materials such as cement, iron 
rods, electrical and sanitary goods was neg¬ 
ligible. And despite the sharp increase in 
area under rubber and growth in its produc¬ 
tion its manufacture into industrial products 
was extremely low (George and Joseph 
1992). While some part of the increasing 
diversification of food demand such as milk, 
eggs and meat was met from within the state 
as reflected in the production of these com¬ 
modities and hence an initial increase in 
agriculture-related activities with increas¬ 
ing prosperity, it was not sufficient and 
almost die entire requirement of manufac¬ 
tured non-food items, as also the above food 
items including vegetables, milk, eggs and 


edible oil were being imported fn»n outside 
the state. Hence the import intensity of 
consumer expenditure rose considerably 
resulting in a widening of bade deficit for 
the stale from Rs 364 crore to Rs 861 crore 
between 1975-76 to 1980-81 [Isaac and 
Reddy 1992]. The import of building mate¬ 
rials increas^ from Rs 85 crore in 1975-76 
to Rs 292.3 crore by 1980-81. On the other 
hand export of raw rubber increased from 
about Rs 75 crore to Rs 160 crore. This 
tremendous increase in trading activity gen¬ 
erated considerable expansion in trade and 
commerce and transportation for procunng 
and distributing the commodibes, not to 
speak of the need for enhanced financial 
services, strengthening also rural-urban link¬ 
ages. Hence the process of commercialisation 
was intensified; while earlier it was geared 
pnmaiily to the external market, a signifi¬ 
cant proportion of trade, commerce and 
{ruisportabon was now catering to the needs 
of increased internal demand. Growth in 
demand for services such as educabon and 
health was also reflected in the employment 
structure. 

Hence growth in consumer demand was a 
major stimulant to the diversificabon of 
rural activities in Kerala; however, most of 
the impact was on the ternary sector. While 
It IS true that in most other developing 
regions of the world too, a large part of the 
decline in the share of agricultural 
employment is taken up primarily by the 
tertiary sector [Syrquin 1988] and linkages 
through the consumption of manufactured 
goods tend to be low in rural areas, their 
absence in the urban areas too in Kerala 
created a weak employment base. Moreover 
the continuing increase in the share of the 
state’s working force in the tertiary secter, 
not readily attributable to any impulse 
generated in the commodity producing 
sectors, makes Kerala’s occupational 
structure rather lopsided. Of course, given 
the fact that man/woman power, both highly 
educated and otherwise, has itself become a 
’commodity’ in Kerala, the ‘export’ of which 
registered phenomenal increa.scs since the 
first half of the 70s, the growth in services is 
not so unrelated. However, the sustainability 
of such a ternary sector-led growth in the 
long run is questionable. 

IV 

Hence broadly it can be stated that part of 
the changes in rural employment in the 70s 
and 80s in Kerala were demand-induced and 
part a strategy for survival in a situation 
where an increase in consumer demand 
could not be uunslated into a significant 
expansion of non-agricultural employment 
opportunities in rural areas even given the 
advantage of a rural urban continuum in 
Kerala. 

We find then a rather paradoxical situation 
wherein the employment structure in rural 


areas does not show any significant overllt 
Improvement but rural prosperity has 
increased, also among casual workers. TUs 
is reflected in the higher than all-India teveb 
of percapiiaconsumption whidihave grow n 
and diversified on average as also for thb 
bottom 30 per cent of the population. WItite 
migration to the Gulf stiU holds out as tte 
best alternative for most people, given die 
persistence of high rates of unemployment, 
in parbcular educated unemployment, it U 
imperative to hasten the spe^ widi whidt 
non-agricultural employment on a regular 
basis can be generated within the sbUe. It is 
in this context that the promouon of modem 
smail/medium scale industries assume 
importance as a policy instrument ftff a 
sustained processofeconomicdiversificadonj 
of rural areas. While a number of studies 
have quesboned the sustainability of mni 
industnes over bme with increasing incomes 
and increasing market intention, there are 
also instances where initiatives to set up 
such enterprises have succeeded [Uribe- 
Echevama 1991]. Kerala has the advantage, 
of early development of the rural 
infrasbucture including banking,’ high runJ. 
population densities and a mrae uiban-likt 
environment which as empirical evidoice 
reveals, facilitate the growA of small-scale 
firms. In fact the proportion of small-scak 
industnes in rural areas is much higher in 
Kerala as compared to the rest of the country 
[Subramanian and Filial 1993]. Indeed, dM 
impetus for the growth of these enterpriseti' 
may not be the immediate local demamki 
however they would have a crucial link will / 
rural areas in the form of supply of cental 
and labour. The potenbal for the former it 
very high as evident fiom the phenomena' 
increases in deposits with the banks whik 
the credit deposit ratio remains very low.'j 
The sources of raw material and fina 
markets may he outside the rural areas. 
field survey we had undertaken does lencj 
credibility to such a scenario—for instano; 
the growth of the diamond cutting industril 
in certain taluks of Trichur district. Iij 
addition with soanng land prices in urbaj 
areas or other industrialised regions 
locations away from such areas wouM havj 
a relative advantage—for instance larn 
areas being reserved for factory sites ij 
Kanjikode area of Palghat on the Palghal 
Coimbatore road. 'i 

The generation of an appropriatj 
environment for the promotion of smalt | 
scale industnes is not so simple, despit j 
Kerala’s advantages, as is evidmt from thi 
lacklustre success of the high pressure stal i 
efforts to promote small- and medium-seal i 
industries. The pn^lem is aggravated by th 
education structure biased as it is toward, 
general education with relabvely much let 
emphasis on technical/vocational training 
which has also shaped Job aspiration, 
favouring white coliv occupations. Th.j 
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has to change. Very recent dam, collected in 
the course of our field study show that some 
amount of industrialisation has occuned 
in rural areas with the emergence of new 
pockets of industrial growth as in Trichur, 
Palghat and Cannanore, beside.s the older 
Emakulam—Alwaye-Kalamassery belt. 
How this can be strengthened with a greater 
emphasis on decentralised planning has to 
be given serious thought. 

Notes 

(This smdy is port of a larger project on Rural Non- 
agricullur^ ^ployment in Kerala sponsored by 
the Indo Dutch Programme on Alternatives in 
Development (IDPAD). In writing this paper. I 
have bMn much influenced by the work of 
A Vaidvanathan. Pniveen Visaria. G K Chadha, 
Jeemol Unni, Rakesh Basont. D iayaraj, Ashwini 
Saith and F U Echevarria and may not acknowl¬ 
edge them sometimes specifically I have al.so 
bmfiled (iom useful discussions with my col¬ 
leagues, D Narayana and S Shanna while writing 
die paper, and from A iayakumar for his unstint¬ 
ing research assistance.] 

f In fact workers were brought in from (he 
neighbouring state of Tamil Nadu .Six’ 
Oopikuttan (1990). 

{ As given in the various NSS Rounds 
) Kerala for Instance ranks first in a number of 
infiastructuial and basic facilities in villages. 
See Pranke and Chassin (1991) 
t This has been a major cause for concern in 
Kerala. See for instance Thotn.-is Kane (199.)). 
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tJalculatii^ the Fiscal Deficit 

A Note on Certain Capital Receipts 

1S GulaU 

It is necessary to be clear about what to include or exclude in the calculation of the fiscal d^cit if the concept is to be 
of use for economic analysis or as a policy tool. This note attempts to clear some doubts about certain capital receipts, 
particularly proceeds from disinvestment in public enterprises. 


AS a concept, the fiscal deficit is too 
aggregative to be of much use for economic 
analysis or as a policy tool. However, since 
It has now started being used extensively 
and that too as a major yardstick to measure 
the success or otherwise of the govern¬ 
ment’s macro-economic, including budget¬ 
ary, operations, it is only right that we 
should be clear about what to include or 
exclude in the calculation of the fiscal defi¬ 
cit. This note is an attempt to clear some 
doubts in regard to certain capital receipts, 
particularly proceeds from disinvestment in 
public enterprises. 

Hie concept of fiscal deficit is quite 
simple in that it is the excess of total 
government expenditure over the current 
or revenue receipts of the government. 
Still, there is a problem in calculating this 
excess. The problem arises principally 
because of doubts with regard to the treat¬ 
ment of government’s transfer receipts 
and payments on the one hand and its 
loans and recoveries on the other, the 
former on revenue account and the latter 
on capital account. In both cases the gov¬ 
ernment does not have to engage directly 
in purchase or sale of goods and services. 
There is a difference however. In the cal¬ 
culation of the fiscal deficit, revenue ac¬ 
count transactions of the above type, be 
they transfer payments or receipts, get 
accommodated (either directly by adding 
them on to each side, i e, payments to 
current expenditure and receipts to cur¬ 
rent receipts or indirectly by netting the 
expenditure on transfer payments by the 
amount of transfer receipts during a year). 
But when it comes to capital account, 
while the loans and advances get reflected 
in the capital expenditure, the recoveries 
of past loans and advances can only be 
accommodated if the expenditure on this 
score is netted for the amount received by 
way of recoveries in the calculation of the 
fiscal deficit The procedure adopted by 
the government of India tnes to overcome 
the problem by allowing separately for 
tecoveries of loans and advances in the 
lalcuhuion of the fiscal deficit but without 
letting the amount given away as loans 
ind advances which appears on the expen- 
iiture side as a gross figure. The same 
srocedure is adfipted for the amount re- 
xMved nt sale proceeds of public sector 


equity which the government has started 
unloading since 1991-92 (Table 1). 

Strictly interpreted, since fiscal deficit 
is the excess of total government expendi¬ 
ture, I e. expenditure on revenue and 
capital accounts taken together, over gov¬ 
ernment’s current revenues, no item of 
receipts on capital account should be al¬ 
lowed for in the calculation of fiscal defi¬ 
cit. The fact remains however that, as 
stated above, in the actual calculation of 
the fiscal Hi>ficit in the budget papers of 
the central government some items of 
capital receipts are taken into account in 
addition to the receipts on revenue ac¬ 
count for being set off against total gov¬ 
ernment expenditure. The items of capital 
receipts thus taken into account are two: 
(1) Recoveries of Loans and (2) Other 
Receipts. It should be added that while the 
former accommodates recoveries of loans 
extended by the centre to states, public 
sector enterprises, etc, the latter accom¬ 
modates government’s realisations from 
the sale of public sector equity. Indeed 
that is the only receipt it currently accom¬ 
modates. 


For 1994-95, the amounts provided for 
in the central budget a» Rs 6,700 crore 
and Rs 4,000 crore respectively as'Re- 
coveries of Loans and Other Receipts 
(Table 1) As a proportion of the anti¬ 
cipated fiscal deficit of Rs 54,915 crore 
for 1994-95, these sums would work 
out to 12.2 percent and 7.3 percent res¬ 
pectively. In other words, if the strict 
definition of fiscal deficit were adhered 
to, the figure would be higher by 14.5 per 
cent, at Rs 65,615 crore, which as apropor- 
tion of GDP would work out to 8.3 percent 
(on the assumption that ODP in current 
prices will grow at the rate of 12 per cent 
made up of 8 per cent inflation plus 4 per 
cent real growth during the year). Obvi¬ 
ously, the amounts set off against total 
government expenditure are not small and 
therefore the questions and doubts being 
raised in this regard have got to be met. 

Interestingly, questions and doubts about 
the manner of calculating the fiscal deficit 
have concentrated on the sales realisatioiM 
of public sector equity to the virtual exclu¬ 
sion of the other item of capital receipts, 
namely, recoveries of loans, which has 


Table I Centhal GovuNMtNT Exicmditiiiie. RECcim and Dmcrr 1990-91 to 1994-95 f 

(ttr cron) ) 



1990-91 

(Actuals) 

1991-92 

(Acnials) 

1992-93 

(Actuals) 

1993-94 

(Revised 

Estimates) 

1994-95 

(Budget 

Estimaiet) 

1 Total expenditure 

105316 

111430 

122618 

143872 

151699 

(i) On revenue account 

73516 

82308 

92702 

110224 

118811 

(u) On capital account 

31800 

29122 

29916 

33648 

32888 

II Total revenue receipts 

54954 

66047 

74128 

76166 

86084 

III Toul capital receipts 

39015 

38528 

36178 

58646 

59615 

(i) Recovenes of loans 

5712 

6020 

6356 

6655 

6700 


(12.8) 

(166) 

(15 8) 

(114) 

(12.2) 

(ii) Other receipts 

— 

3038 

1961 

2500 

4000 

(III) Borrowings and odwr 

33303 

(84) 

29470 

(4 9) 
27861 

(43) 

49491 

a.3) 

48915 

liabilities* 

IV Total receipts 

93969 

104575 

110306 

134812 

145699 

(II Till) 

V Hscal deficit 

44650 

36325 

40173 

58551 

54915 

(l-dlTlIliTlIlh)] 

VI Revenue deficit 

18562 

16261 

18574 

34058 

32727 

(It-ID 

VII Budgeuuy deficit 

11347 

6855 

12312 

9060 

6000 

(I-IV) 


Hguies in bracket are of Recoveries of Loans and Other Receipts as percentage of fiscal deficit. 
* Excludes Net Bonrowiiigs fiom RBI against Treasury Bills as reflected in Budgetary Deficit 
Source: Budget at a Glance. 1992-93, 1993-94. 1994-95, Mmisuy of Finance 
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been signiHcantly higher not only in 
1994>95 but also during the preceding 
three financial years (Table 1). The possi¬ 
ble explanation for not objecting to taking 
account of the Recoveries of Loans in the 
calculation of fiscal deficit could be that 
since the sizeidile amount given away by 
way of loans and advances is shown as 
expenditure, not to allow for recoveries of 
past loans, which is an ongoing process, 
would tantamount to overstating govern¬ 
ment expenditure on this account. 

But then die question cannot be avoided 
whether the nature of the amount realised 
by way of public sector equity is so very 
different as to be treated in a manner other 
than what the government realises as re¬ 
coveries of loans. Are not sales realisations 
of pubUc sector equity in the nature of 
recoveries of amounts invested by the 
government in public sector undertakings? 
Interestingly, even in 1994-95, not only is 
there a budget provision of Rs 637 crore 
for loans to public enterprises but also 
substantial provision is made for what is 
referred to in the budget documents as 
‘Investment in public enterprises*. The 
gross provision made for this purpose 
according to the central budget for 1994-95 
is as large as Rs 50.1 thousand crore, of 
which an amount of Rs 7.2 thousand crore 
is provided by way of budget support. The 
corresponding provision of budget sup¬ 
port in 1993-94 (revised estimates) adds 
up to Rs 7.5 thousand crore as against a 
gross provision of Rs 43.9 thousand crore 
(Table 2). Of the budget support of Rs 7.2 
thousand crore in 1994-95, contribution to 


equity is put at Rs 3,664 crore; the balimce 
will be in the form of plan loans to public 
enterprises. Thus, from the point of con¬ 
sistency, if recoveries of loans are allowed 
to be set off i^ainst total government 
expenditure for the calculation of fiscal 
deficit, there should not be any objection 
to treating sales realisations of public sec¬ 
tor equity similarly. 

One could also lotdt at the issue from 
anodier angle. The fiscal deficit, bang the 
excess of total government expenditure over 
the current receipts of the govonment, indi¬ 
cates the total amount the government must 
borrow in the course of a fiscal year. From 
this angle, the amounts the government 
realises by way of recoveries of loans or 
investments have to be allowed for before 
arriving at the amount the government has 
to raise in curroit borrowiitg in order to meet 
its total expenditure in a year. The need for 
the government to borrow is lower, the 
larger are its recoveries during a year. 

What sort of loans the government 
raises for the purpose as part of its bor¬ 
rowing programme is a diffoent question. 
A government may borrow externally as 
well as internally. The ratio between the 
two may vary over time. Furthermore, the 
internal loans a government raises may be 
of different types, each with its own 
distinct macro-economic impact. 

A question can still be raised whether 
capital receipts of the type discussed above, 
namely, recoveries of loans and sales 
realisation of public sector equity should 
be allowed for, as at present, in the 
calculation of the fiscal deficit when such 


recoveries/realisations in a year exceed 
die corresponding outgo during the year, 
even though such an excess would go to 
reduce the amount the government must 
formally borrow during the year. In both 

1993- 94 (revised estimates) and 1994-95 
(budget estimates) the recoveries of loans 
and advances exceed the outgoes on that 
account, though by small amounts of 
Rs 571 crore and Rs 536 crore respective¬ 
ly (Table 2). This, as can be seen from 
Table 2, is not quite so with regard to 
public sector equity if we take account of 
the total budgetary support to^public en¬ 
terprises. Budgetary support towards pub¬ 
lic sector investment exceeds recoveries 
in the form of sale of public sector equity 
in 1993-94 and 1994-95. Howeva, if we 
take note of only the contribution to equity 
out of the budget provision, then sale 
proceeds of public sector equity during 

1994- 95 (Rs 4,()(X) crore) will exceed the 
contribution to equity (Rs 3,664 crore). 
One could even hypothesise an extreme 
situation when the government is selling 
off equity in public sector undertakings 
but not making any new investments in 
such undert^ings. In such a situation, die 
amount thus realised would legitimately 
be considered in the nature of government 
receipt that should be taken to raise and 
not reduce the fiscal deficit because such 
receipt itself takes on the nature of bor¬ 
rowing, in the sense that the amount thus 
received, like other amounts the govern¬ 
ment borrows, goes towards the financing 
of current government expenditure. 

As far as the concept of fiscal deficit 
is concerned, being far too aggregate a 
measure it is unable to help answer the 
questions one would like to raise for the 
purposes of the macro-economic analysis 
of a government budget and those ques¬ 
tions would not be answered unless one 
knows fully how the fiscal deHcit is 
decomposed by the types of borrowing 
resorted to. Its mere aggregate size would 
not make us particularly wise either in 
terms of economic analysis or for policy 
purposes. That is why 1 have, as I have 
explained elsewhere,* expressed my 
serious reservations to the shift in empha¬ 
sis, on the part of policy-makers, to Bscal 
deBcit as a tool of Bscal policy rather 
than traditional measures like revenue 
deficit and budgetary deBcit. bi the cd- 
culadon of the former, no capital reoeipfi 
can figure and in the calculation of 
fhe latter government, borrowing from 
i he central bank is made the focus of 
attention. 

Note 

* See IS Oulati.‘Redudi^ the Fiscal Defidc 

Soft and Hard Opdons', £eeiumiic and Fotfri- 

aUWe€Uy.Jviy20. 1991. 


Tabu 2: SaucreD Capital Account TsANSAcnoNS of Ceniiial Coveunment, 1993-94 and 1994-95 

(Ks crort) 




1993-94 

(Revised 

Estimates) 

1994-95 

(Budget 

Estimates) 

I 

Capital account expenditure 
which: 

33648 

32888 


(i) Loans and advances (a) 

(U) Budgetary support plan for investment in 

6084 

6167 


public enterprises (h) 

7451 

7201 


(0 

(3379) 

(3664) 

» 

Capital account receipts 
if which: 

58646 

596IS 


(i) Recoveries of loans 

(ii) Sale procoeib of public 

6655 

6700 

eoteipriiea equity 

Memorandum items 

2500 

4000 

in 

IV 

Investment in public eruerpriiea (b) 

Internal and extra budgetary 
resource generation to fina^ 

43892 

50066 


above inveatroent (b) 

.36441 

4280^ 


(a) Includei loans to aute and union territories, foreign governments, public enterprises and 
others, non-plan loans. Provisions for loans to public enterprises of Rs 780 crore for 1993-94 
and Rs 637 crore for 1994-95 are for non-plan loans. 

0>) These figures are of Plan investment in public enterprises and Uwir financing, 
f (c) Budgaaty luppott for Plan investments in public enterprises is in the form of both equity 
[ and loaof. The figutea in brackaa are of equity support. 
iSmtrce;Budget Doctmtnti, 1994-95- 
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Roja Revisited 

Tejaswini Ninu^ana 


VENKATESH CHAKRAVARTHY and 
MSS Pandian's response (‘More on Roja', 
EPW, March 12) to my article (‘Integrating 
Whose Nation? Tourists and Terrorists 
in Roja’, EPW, January 15) helps open 
out the debate on contemporary popular 
cinema in important directions. As both our 
interventions make evidtmt, the debate is not 
just about one film but about how to 
characterise dominant representations of the 
nation, the state and the Indian middle class 
today. Chakravaithy and Pandian argue that 
“the entire narrative of the film i s keyed to the 
disavowal of the state and the |»t)clivities of 
female subjectivity“ and that “the apparent 
inal^ity of the state"therefore“acnially masks 
its silent uid powerful ability”, making the 
“ultimate victors” in the film “the state and 
the Hindu-patriarchal culture”. 

Although I admire the finesse with which 
Chakravi^y and Pandian delineate the 
elaborate madcing in Roja of what they call 
“silences, evasions and erasures”, I would 
like to take issue both with their presentation 
of my own argument and with their analysis 
of the film, without necessarily engaging 
directly with their theoretical procedures 
which are somewhat different from mine. I 
did not suggest that the state in Roja is 
“defeated”; I was trying to point out that 
it is “rejected” (by a newly articulate 
middle class). In making this argument, I 
had in mind the post-colonial Nehruvian 
state and its welfarism, which, it seems to 
me, is being significantly challenged—and 
undermined—by the creation of new middle 
classAipper caste spaces. I would contend 
that the rejection of Ms form of the state is 
being repeatedly enacted in a host of TV 
serials and commercial films and in popular 
fiction. These cultural practices, among oth¬ 
ers, are engaged in the fabrication of new 
subjectivities and the productionof new sym¬ 
bolic orders. Afier Mandal, and after GATT, 
new 'Indian' selves/subjects, and the new 
worlds predicated onto these selves, are 
coming into being. I emphasise the newness 
in order to indicate that a different kind of 
nation is now being imagined, a nation not 
necessarily congruent with the sovereign state 
of the 19^, a nation in which the assertion 
of true Indianness is not at odds with the 
erosion of economic/political autonomy. 

The anti-colonial nationalism of the erirlier 
part of this century has given way to a nation¬ 
alism that is not uncomfortable with the 
aggressive westernisation of our everyday 
life. WewatchSpeilberg’sJimiMicAirk and 
Disney's Jmgk Book, but now in Hindi (in 
our own sweet language, as one newspaper 
advertisement put it). If, as Partha Chatteijee 


has argued in The Nation and Its Fragments, 
Indian nationalism comes into being through 
the assertion of difference from the coloniser, 
we need to reflect on what difference means 
today, or what it means to live as an Indian. 
As I have tried to show in my analysis of 
Roja, certain kinds of ethnic markers (Rishi 
and Roja‘s wedding rituals, Roja going to 
the temple in Kashmir) are presented as 
normative, while others (the militants' 
clothes, Liaqat’s constant praying) are signs 
of illegitimate otherness. So while there is 
an ethidcity that is seamless with modernity, 
there are other ethnicities that are seen to 
subvert the project of the modern and must 
therefore be rendered powerless or invisible. 
This IS what 1 was getting at in asserting 
that Rishi’s nationalism is not anti-westem 
but anti-Muslim Perhaps I should put it 
differently; the new nationalism is pm-western 
and is thus, by definition, anti-Muslim. 

In my article, I ined to show how Roja and 
Rishi’s Hindu-ness is represented as an inte¬ 
gral part both of their modernity and their 
(authentic) Indianness. Two other terms that 
should be addressed here are 'secular' and 
‘human'. I had said in my paper that “the 
burden of the film [is] to create the 
convergences between tlw human, the secular 
and the nationalist". To this end, Roja repre¬ 
sents Islamic militancy not only as anti¬ 
national and anti-secular but as lacking in 
humanity. Liaqat's transformation by Rishi at 
the end of the film IS presented as a return to the 
human that also brings himbackinto the nation. 


In 1990, the word ‘secular’ was often used 
in the mainstream press to characterise the 
participants in the anti-Mandal agittfitiil. 
who—beinginterestedonly in ‘merit’—wen 
represented as having trartKended caste. bi 
the famous sequence wh«e he duows his 
body ontoabuming Indian flag and stands up 
all aflame. Rishi Kumar in Roja is the very 
image of the upper-caste anti-Mandalite pre¬ 
pared to die for secularism. The ‘secular* is 
defined against those who declare caste-iden¬ 
tity to claim reservations (who thus become 
the real casteists), just as in Roja it is defined 
against those who against those who assert 
their Muslim identity (and therriiy become 
fundamentalists). 

I have not referred to Chakravaithy and 
Pandian’sargument about Ro/a‘s disavowal 
of female subjectivity and the overlap 
between state and Hindu patriarchy. I shall 
only suggest that Roja the protagoidst is 
complicit with the pr^uction of Hindu as 
Indian, and occupies a position structurally 
dissimilar to that of the militants Wasim 
Khan and Liaqat. To investigate the con¬ 
temporary reformulation of patriarchies, 
and the lineaments of the state which is 
coming into being, is beyond the scope of 
this brief response 

If we are to be alert to the myriad ways in 
which subiectivities are being fashioned to¬ 
day, we need to attend to the practices of j 
everyday life, to the politics of civil society. 
To argue, as Chakravaithy and Indian do, 
that the burden of Roja is ultimately to assert 
the strength of the state is to de-emphasise, or 
so It seems to me, its other, far more poweifid 
seductions, which offer us glamour as wdl as 
nghteousness, cosmopolitan modernity as 
well as nauonal pnde. 
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SPECIAL STATISTICS—8 

Social Indicators of Development for India—n 

Inter-State Disparities 

EPyV Research Foundation 


APART from India's generally low level 
of social development, there is the acute 
inter>regional and inter-state disparity in 
such development that has to be reckoned 
with. As depicted in Tables 1 to 6 when 
inter-state comparison is made, a complex 
scenario emerges. The literature has 
emphasised various types of linkages be¬ 
tween three groups of factors determining 
social development: demographic factors 
(crude birth and death rates, child and 
maternal mortality rates, and family regu¬ 
lation achievements); literacy and educa¬ 
tional attainments; and income and other 
economic indicators. It is interesting that 
the records of various Indian states in 
these respects do not provide any clear-cut 
hnkages. Broadly, the inter-state compar¬ 
ison suggests that any stand-alone peifor- 
ibance in respect of any one of the above 
diiee aspects does not appear sustainable. 
Thus, it is found that tangible reductions 
in birth and death rates, for instance, are 
not possible without a significant improve¬ 
ment in literacy rates. In fact, literacy 
attainments, particularly amongst wom¬ 
en. seem to play a pivotal role in contain¬ 
ing population growth (e g, Kerala and 
Tamil Nadu). Associated with women lit¬ 
eracy is also better participation of women 
in paid labour which recognisedly con¬ 
tributes to a reduction m birth rate'(Table 4). 
A second important lesson thrown up 
by state-level performances is that initial 
push to literacy and demographic achieve¬ 
ments is a necessary condition for eco¬ 
nomic improvement but it is not a suffi¬ 
cient condition [e g, Kerala’s high social 
development accompanied by relatively 
lacklustre economic development; 
Sen(1993)]; concerted efforts will have to 
be made to harness physical and material 
resources to improve overall investment, 
output and employment opportunities 
[Oopalan 1985]. Hie contrary is equally 
true that substantial economic improve¬ 
ment does not by itself ensure better social 
Indicators (e g, Haryana’s high birth rate 
particularly in rural areas).’ A third and 
final lesson relates to the development in 
these respects in urban India. In all the 
states, as expected, the urban areas exhibit 
lower birth and death rates, higher literacy 


rates and higher per capita earnings as a 
result of the dominant urban-orientation 
of India’s economic and social develop¬ 
ment. While these obviously had their 
mutual influences, the phenomenon of 
small family size and the success of fam¬ 
ily planning programmes in some urban 
areas may as well be poverty-driven (e g. 
West Bengal) [Bose 1994]. It is also 
likely that labour-sensitive agriculture in 
some states like Punjab and Haryana is 
inducing households to maintain higher 
birth rates though reductions in crude death 
rates in these states have been significant. 

In demographic trends, the performance 
of the southern states is noteworthy 
(Tables 1 and 2). While Kerala’s low birth 
and death rates and population growth rate 
is widely known, the performance of Tamil 
Nadu, close to that of Kerala, has been 
equally commendable. Population growth 
in Tamil Nadu by 17.5 per cent during the 
decade 1971-81 and by 14.94 per cent 
during the decade 1981-91 was lower than 
or close to that of Kerala (19.24 per cent 
and 14.06 per cent, respectively), though 
It must be recognised that Kerala had 
achieved remarkably low levels of both 
birth and death rates much earlier during 
the 1970s and 1980s. As per the three- 
year averages of birth and death rates 
revealed by the Sample Registration Sys¬ 
tem (SRS), it is the most rapid decline in 
the crude birth rate (from 27.9 per 1,000 
population during 1981-83 to 21 during 
1990-93) as well as death rate (from 11.6 
to 8.6 per 1,000 population) in respect of 
Tamil Nadu since the beginning of the 
1980s that stands out (Table 1). 

The performances of Andhra Pradesh 
(with birth and death rates of 2S.S and 9.3, 
respectively) and Karnataka (27 and 8.5), 
while they are much better than the nation¬ 
al average, have not generally been as 
good as those of Punjab, Haryana, West 
Bengal, Maharashtra and Gujarat. 
Amongst them, again, there are some sig¬ 
nificant differences. After Kerala and 
Tamil Nadu, Maharashtra stands third 
and West Bengal fourth if both their birth 
(26.3 and 26.6, respectively) and death 
rates (7.8 and 8.3, respectively) are taken 
into account, but, as shown in a subse¬ 


quent paragraph. West Bengal* s rural birth 
rate remains high. Punjab and Haryana 
have attained reasonably low levels of 
crude death rates (8.2 and 8.6, relpective- 
ly, during 1990-92) but their birth rates at 
27.5 and 32.3 are higher than all the seven 
states of the southern and western regions 
cited above. 

At the other extreme, ail the six miyor 
underdeveloped states, namely, Bihar, 
Uttar Pradesh, Madhya Pradesh, Rajasthan, 
Orissa and Assam, continue to experience 
high levels of crude birth and death rates 
(ranging from 30.4 to 35.7 and 10 to 13, 
respectively) during the latest period. 
Amongst them, some of the states like 
Madhya Pradesh and Uttar Pradesh, de¬ 
spite experiencing the highest birdi and 
death rates in India, have shown the least 
progress during the 1980$. Madhya 
Pradesh’s crude birdi rate has only de¬ 
clined from 38.2 during 1981-83 to 35.7 
during 1990-92 and death rate from 15.4 
to 13 and Uttar Pradesh’s birth rate fell 
from 38.9 to 35.8 and death rate liom 15.7 
to 12.1. 

A remarkable aspect of not only Kerala 
but also that of Tamil Nadu is the unduly 
narrow dispersion between their rural and 
urban areas in regard to crude birth and 
death rates (Table 1). During 1990-92, 
Kerala’s birA rates in rural and urban 
areas were 18.4 and 18.7, respectively, 
while those of Tamil Nadu were 21.2 and 
20.6, suggesting that there is a fair degree 
of continuum in these states in regard to 
socio-economic characteristics as between 
their rural and urban areas; this is also 
reflected in somewhat less rural-urban 
dispanties insofar as their health and edu¬ 
cational infrastructures are concerned. 
However, the states next in order of 
demographic development, namely. 
Maharashtra and West Bengal, exhibit 
considerable divergences as between their 
rural and utban performances. Consider¬ 
ing the general impression of better rural 
development in West Bengal during the 
1980s, the disparity within West Bengal 
seems glaring with birth rates of 30 in 
rural areas and 17.8 in urban areas and 
death rates of 8.9 and 6.8 in the two areas, 
respectively. In Maharashtra, die birth 
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rates were 28.2 in rural areas and 22.7 in 
urban areas and death rates 8.9 and 5.7, 
respectively. To an extent, their metro¬ 
politan cities should be contributing to 
this disparity even though the differences 
in birth rates of rural and urban areas in 
West Bengal are too glaring to be ex¬ 
plained by that phenomenon alone. 

A significant decline in the total fertil¬ 
ity rate has occurred in Kerala and Tamil 
Nadu in particular (Table 2). Having said 
this, it must be recognised that Kerala’s 
performance in regard to low mortality 
combined with the persistence of a high 
incidence of morbidity [Soman and Panikar 
1993) is probably reflective of what 
Gopalan (1985) hypothesised; "Economic 
development and removal of poverty are 
basic requisites for better nutrition; ‘so¬ 
cial development’ and even female litera¬ 
cy can be no proxy for this” (p 164). 
Soman and Panikar report that Kerala ex¬ 
perienced the highest reported morbidity, 
both acute and chronic as late as in 1987; 
morbidity was more acute amongst the 
poor households as compared with the 
rich (Table A). As it is recognised in 
literature [Soman and Panikar 1993], in 
situations such as that of Kerala, high 
morbidity could be the result of better 
consciousness of ailments and sickness 
amongst the populace. On the question of 
morbidity, Murray and Chen (1992) find 
large discrepancy between .self-reported 
morbidity and observed morbidity based 
on clinical examination. Field survey data 
apparently indicate that “self-reported 
acute morbidity in the United States is 
much higher than in rural Kerala, where in 
turn it is several times higher than the 
Indian national average for rural India. 
For each of the five chronic conditions, 
prevalence in the United States is much 
higher than in any Indian state” [Murray and 
Chen 1992; 484-85]. Suggesting the possi¬ 
bility of as many as eight patterns of inter¬ 
actions between three components of change 
in health—self-perceived morbidity, ob¬ 
served morbidity and mortality—Murray and 
Chcn(1992) propose a multi-disciplinary 
approach to the analysis of the complex 
and confusing patterns of change. 


Table A : Morbidity Rah.s, Kerala vs India 



NSSO 1974 

KSSP 1987. . 


Acute 

Chronic 

Acute Chronic 

Kerala 

71.21 

83.68 

206 39 I38.0: 

India 

22.46 

20.98 

- 


Simree: Soman and Panikar(l993) 


Also, there is no gainsaying that while 
there has been a remarkable expansion in 
the infrastructure for health care delivery 
in Kerala, a wholesome and all round 


improvement in health required better and 
more equitable levels of living. 

Be that as it may, that demographic 
performance of the top and the bottom 
states is closely linked to their achieve¬ 
ment or lack of it in literacy rates is self- 
evident. While Kerala, Tamil Nadu, 
Maharashtra and West Bengal enjoy 
amongst the major states the highest wom¬ 
en literacy rates interestingly in the same 
order, the lowest literacy rates are also 
experienced by Rajasthan, Bihar, Uttar 
Pradesh, Madhya Pradesh and Assam. 
Punjab and Haryana fall mid-way in this 
respect (Table 3). 

The social indicators cited above and 
also others indicated in Tables I to 4 do 
not correspond to the broad indicators of 
economic development for the respective 
states. In respect of both per capita state 
domestic product (SDP) and people below 
the poverty line, Punjab and Haryana 
score over other states, or at the other end, 
Kerala and Tamil Nadu truly represent 
low levels of economic development 
(Table 5(a)). interestingly, Kerala ex¬ 
periences the highest rate of unemploy¬ 
ment in the country (Table 4). Neverthe¬ 
less. when we construct a rough physical 
quality of life index (POLl) or a human 
development indcx(HDl) for the major 
Indian states based on the existing litera¬ 
ture on the subject by combining social 
and economic indicators of development 
as depicted in Tables S(a) and 5(b). we 
find that only Kerala retains its top posi¬ 
tion in these composite indices with the 
second position being usurped by Punjab, 
suggesting that the dominance of social 
indicators in respect of Kerala and that 
of economic development in Punjab has 
been overwhelming. A disquieting aspect 
has been the distinct decline in per capita 
expenditures across the states on educa¬ 
tion and medical and public health since 
the second half of the 1980s (Tables 6(a) 
and 6(h)). 

Notes 

1 In fact. II IS not just literacy. As Padmini 
.Swaiiiinathan(l944) points out in her report 
of a seminar session. "The example of Sri 
Lanka is pertinent at this juncture. The abo¬ 
lition of child labour, compulsory attendance 
at school of children below 15. reservation of 
certain jobs for women which dramatically 
increased employment of women, have had 
remarkable impact on the birth rates in Sn 
Lanka The message is clear allowing woiii 
en .space and scope for personal developineni 
has a more direct and lasting impact on re- 
duction in birth rate than any techmilogy 
driven coercive population control 
programmes.” 

2 "But the result.s of economic growth are not 
always channelled toward such programmes 
Many nations—such as Saudi Arabia. Gabon, 


Brazil and South Africa—have much wonc 
records on education, health and welfare than 
do other countries (or states) that have much 
lower CNPs but more public-oriented policy, 
Sri Lanka. China. Costa Rica and Kerala, 
among them. The crucial point is that poor 
countries need not wait to get rich before 
they can combat mortality and raise life 
expectancy" (Sen I993J. 
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7 Pomhcheny 220 19 7 7 9 6 5 45 30 22 1 20 2 8 6 7 

Note (I) Cnide birtb and death rales represent Hunber of hve births and deaths per 1^000 of mid year (respectively) popiiatinn 
(II) IflfaM manahty rate represents number of infuM deaths per 40OO live biiths 
Source SampU Kegutranon BuUetui January 1994 (Vol XXVIII No I) 
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Tabic 3: Male and Female literacy by States: Trends over Census Years 

Rales Combined_ Male Literacy Rates 
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Tabic 5(a)' Rural and Urban PQLIs for India and States, 1971 and 1991 


Si lltx 

1 rhin 

PQl 1(1971) 
Kuril 

Tot il 

Urban 

Pgi 1(1991 j 
Rural 

Total 

Population below 
lAtviity 1 me 
foial i\;r ( ent 
(lakh) of States 
Popu 
lation 

Sha-c of Food m 
Consumption 
Expenditure per 
Capm(19g9 90) 
Uiban Rttiii 

1 Andhra Pradesh 

62 

(9 

43 

29 41 

44 2 

42 7 

161 

261 

525 

643 

2 Assam with Mcgha 

64 

35 

37 

67 88 

44 03 

44 03 

68 7 

296 

_ 


1 Bihar 

- 

— 

— 

22 77 

22 54 

18 17 

437 

53 

59 8 

73 1 

4 Gujarat 

SS 

34 

40 

50 47 

57 96 

58 38 

87 6 

22 

559 

71 

S Haryana 

— 


— 

54 26 

34 52 

55 68 

27 

17 3 

52 3 

602 

6 Karnataka 

65 

43 

48 

39 8 

39 7 

39 55 

168 2 

39 5 

54 9 

68 5 

7 Kerala 

74 

69 

70 

77 79 

91 52 

89 II 

81 9 

28 5 

54 1 

607 

8 Madhya Pradesh 

60 

32 

37 

24 09 

15 79 

16 08 

282 7 

46 2 

33 9 

592 

9 Maharashtra 

62 

42 

49 

59 95 

46 68 

53 27 

263 

35 8 

506 

616 

10 Onssa 

59 

35 

37 

28 12 

86 

67 

174 9 

579 

59 5 

709 

II Punjab 

63 

48 

50 

6154 

63 1 

66 28 

27 6 

14 3 

53 3 

369 

12 Rajasthan 

38 

28 

33 

25 68 

29 64 

28 41 

130 7 

32 

59 2 

616 

13 Tamil Nadu 

64 

39 

46 

51 62 

44 48 

48 09 

219 2 

407 

57 

67 

14 Uttar Pradesh 

49 

21 

25 

9 32 

179 

15 39 

608 4 

47 6 

572 

61 1 

IS West Bengal 

— 

- 

— 

55 55 

45 97 

48 31 

210 5 

33 5 

605 

692 

Average (Unweighted 

61 

39 

43 

43 88 

4191 

4201 

« 

W 

• 

• 

All India 

61 

35 

40 

41 52 

34 84 

36 14 

• 

0 

55 3 

643 


Noitf ~ mean!, noi available * me ms not relevant 

Siiurcet I Moms David Moms and Michelle B MtAlpin Measuring the I ondiuoni^ India \ P wr Ihe Ph}\ual Quality of UfelndtxIPQUtitnitneo) 


2 Computed by us using data on mtant mortality literacy rate and percentage of population above the pivertyliiii tMu. m simple average of these 
attnbutes as attempted by Moms and MiAlpin 


lable 5(b): Human Development Index for Indian Stateti 



HDI 

111)1 

HDI 

Pop 1 >11 

P r • ap la sDP at 





1 01 ll l ( 1II 

Cunm ftieca lKupcjJL 

Rank. St lies 




imiilioni 

1980 81 1991 92 


Low Human Oevciopmeni 


1 Jammu and Kashmir 

0 109 

0 1601 


1 

09 

1776 

4051 

2 Uttar Pradesh 

0 II 

0 1095 

0 'H<I2 

1 h 6 

164 

1278 

4012 

3 Bihar 

0 147 

0 1334 

02118 

) 34 

102 

919 

2904 

4 Madhya Pradesh 

0 196 

0 1863 

0 0858 

6b 14 

78 

1333 

4077 

5 Uiissa 

0 224 

0 2132 

0 2960 

31 SI 

37 

1231 

4068 

6 Rajasthan 

0 246 

0 2294 

0 3231 

43 88 

52 

1222 

4361 

7 Assam 

0 256 

0 2452 

0 4441 

22 3 

26 

1200 

4230 

8 Andhra Pridesh 

0 361 

0 3397 

0 39‘'8 

K 31 

9 

1380 

5570 

9 Himachal Pradesh 

0 425 

0 4805 

- 

5 11 

06 

1704 

5355 

10 West Bengal 

0 436 

0 4176 

0 5318 

67 98 

8 1 

1611 

5383 

Medium Human Development 

II Karnataka 

0 502 

0 4772 

4( ix 

44 82 

5 3 

1528 

5555 

12 Tamil Nadu 

0 508 

0 4873 

0 4985 

55 64 

66 

1498 

5078 

13 Gujarat 

0 566 

0 545 3 

0 4950 

41 17 

49 

1948 

6425 

14 Haryana 

0624 

0 5995 

0 6626 

16 32 

1 9 

2370 

8690 

15 Maharashtia 

0 655 

0 643 

0 6116 

78 71 

93 

2427 

8180 

16 Punjab 

O'^AA 

07131 

0 7215 

20 19 

24 

2674 

9643 

17 Kerala 

(/775 

0 7749 

0 7 343 

29 01 

34 

1510 

4618 

iouner 1 Tilak (1991) 


2 Computed by us using data on weighted average of male and leiiiale litc Lxpeciaiiky liierat.y and net SDP per capita based broadly on the 
methodology employed by the UNDP on their human develupiiiem indexiHDI) ol I9V() 

1 Prabhuand Cbatierjee (19^1) 
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Table 6(a): Real Per ('apita Expenditures of Mtijor States at 1982*83 Prices 

(Rupees) 



Total 


Social 


Fducational 


Medical 

Public 

Scales 

hxpenditure 

Expenditpie 

Expenditure 


Healthy _ 


ll?*! 76 

1990 91 

1971 76 1990 91 

1971 76 1990 91 

1971 76 

1990 91 

Andhra Pradesh 

247 <1 

101 71 

7167 

17194 

17 7 

8271 

1841 

3168 

Assam 

22<14t 

609 86 

71 89 

184 11 

41 88 

106 46 

1719 

45 96 

Bihar 

161 t 

1S6 08 

41 99 

119 02 

2141 

72 2 

9 79 

' 24 14 

Cujarac 

120 ‘J4 

699 89 

II07I 

21121 

12 96 

11189 

22 19 

42 51 

Haryana 

409 

711 18 

90 79 

21821 

19 89 

10616 

22 74 

4149 

Kamacaka 

29116 

176 8s 

82 2 

188 11 

44 74 

94 12 

20 81 

17 27 

Kerala 

10191 

194 19 

112 71 

227 21 

81 II 

111 ->7 

11 11 

49 09 

Madhya Pradesh 

222 74 

447 71 

68 09 

111 17 

1169 

70 91 

1681 

34 61 

Maharashtra 

161 64 

702 09 

98 42 

21662 

11 71 

117 08 

2111 

45 17 

Onssa 

212 82 

489 14 

7108 

15611 

17 71 

78 86 

164 

13 74 

Punjab 

til 96 

94112 

112 7 

210 27 

66 21 

144 01 

27 17 

57 64 

Rajasthan 

26t91 

119 21 

82 26 

IKI 19 

21 06 

94 18 

26 12 

60 04 

Taiml Nadu 

267 91 

191 81 

91 78 

214 1 

41 11 

112 72 

22 8 

10 29 

Utior Pradesh 

206 41 

428 11 

48 98 

121 12 

10 78 

74 68 

10 62 

2919 

West Bengal 

210 66 

410 9 

81 44 

166 09 

18 41 

92 01 

22 82 

36 32 

Mean 

281 tl 

178 1 

86 01 

18717 

41 19 

99 41 

20 78 

41 18 

Not*% * Figures relate to ti lee ye u averages centred on the ycais shoivn 






** RMPII ineludes real per e ipiti medical piihlic he illli I iiiiily wcltare expenditures 




Suuite Prabhu and 

C haitci|te(1991) 









Table 6(b): Rates of Growth in Real Per Capita Expenditures 











(Perient) 


I otal 


Social 

Educational 

Medical 

Public 


r spendiluic 

f xpendiluie 

Expenditure 

Health 

etc** 

States 

1974 -I 

1981 86 

1974 71 

1981 86 

197 4 71 

1981 86 

1974 71 

1981 86 


lo 

to 

to 

to 

to 

to 

to 

to 


1984 81 

1991 92 

1984 81 

1991 92 

1984 S'! 

1991 92 

1984 81 

1991 92 

Andhra Pradesh 

6 22 

1 98 

8 19 

0 71 

7 11 

1 

721 

-1 84 

Assam 

8 22 

1 88 

8 14 

1 

6 1 

2 79 

7 62 

1 45 

Bihar 

7 09 

1 11 

9 49 

107 

9 01 

79 

8 29 

2 49 

Gujarat 

7 17 

1 7'' 

6 18 

08 

181 

179 

71 

-2 4 

Haoana 

6 11 

0 99 

7 84 

46 

1 11 

42 

10 22 

-2 78 

Karnataka 

617 

1 17 

1 86 

2 46 

4 67 

464 

4 41 

-156 

Kerala 

1 19 

1 17 

4 61 

019 

1 18 

1 II 

126 

1 36 

Madhya Pradesh 

6 67 

2 79 

179 

166 

4 1 

617 

844 

-1 69 

Maharashtra 

196 

I 88 

697 

2 14 

1 16 

1 12 

7 46 

-154 

Onssa 

16 

4 11 

7 48 

4 12 

4 14 

182 

901 

1 54 

Punjab 

6 11 

4 16 

4 11 

126 

1 19 

709 

517 

3 28 

Rajasthan 

1 11 

4 21 

611 

4 71 

107 

7 07 

8 91 

0 75 

Tamil Nadu 

7 64 

171 

7 49 

4 41 

1 17 

6 1 

9 51 

2 11 

Uttar Pradesh 

7 91 

t 94 

7 82 

161 

411 

8 29 

10 26 

24 

West Bengal 

174 

1 89 

6 91 

161 

6 94 

12 

4 97 

2 14 


Natei * Figures relali Co Chrst ysar iSLiagts i.Lnirt.d on thi )t us shoun 


** KMPH inclucks real per Ljpita iiicdiL il piihhe health taiiiily uelfaru expcndilures 
Soune Prabhu and Challerjoe(iWC) 
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Public Good and Private Use 

An examination of the objectives and priorities with which public cnicipn.scs arc 
ran reveals several factors which affect their performance, such us slup^zish public 
investment, misutiiisation of their capacities and capabilities, etc A b.isu (actor 
is that public enterprises have been used for private purposes by those who 
control them. 1338 

Big Changes in Small Scale 

Small-scale industry all over the world has undergone change m the <onicxi of 

globalisation, technology revolution and structural reform.s. What iesM.ns 

can international expenence provide for India? M-46 

Losing Ground 

While maintaining its position as one of the three leading industrial .-talcs of the 
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Fourwhy^EJItof: Sachin Chaudtiurl 


loiow tail 

BiMiviofagy W—k MomWnnp — A m m. Eltcloral 
Rolls Ttnelo—Polities and Crims. Cosmatie 
Action—Indo-US Rsltlions. Movomonis of 
AnxM/—Psioslina Quoslnnablo Tactics 1312 

awCrensiMtoitt isis 

•tSfrtiMMIca 1313 

SssnlllOMlAllsIfS 

•rsssnha Rao VaSs Jurassic Park 
-QPO 1321 

ommantary 

Im Dsihi Under lha US Umbrella 
—8M 1322 

Dvaity Ram as a Variable m the Onvolution Formula 
—K Martiava Rao. 0 Subbarao 1324 

OMics of ‘Susiamabla Oevatopmanl 
-XRNayar 1327 

luail lot an Environmanlal Value Syslam 
—L Balasubramaniam 1323 

laga and KukI Who Is to Blame? 

—VHmaJPalal 1331 

Iparation Ovorlord On lha Eva 
—Fradanc F Clairmonl 1332 

Memlsalion and Mada Attraction 
Anglo-Maiaysian Retailors 

—Vaiai Balasubramaniam 1333 


f REVIEW OF INDUSTRY AND MANAGEMENT 

angmg Roki of Small-Scale Industiy inlemalional 
inikjarims. Counliy Experiences and Lessons 
tor Indie 

—S Naniundan M-43 

e Are iba Entrepreneurs? Whet the Data 
Revaal lor Tamil Nadu 

—Padmmi Swammathan M-34 

aEaanEmPDicy.vycikplaoearidHtxnanDevelcpmenl 
—Prayag Mahta M-7S 

' isassing Firms' Capabilities Theory and Measure¬ 
ment—A Study of Indian Pbaimecaulical Industiy 
—Sums K Mupimdar H-33 

S Banking under SEBI Gutdalmes 
—Sanktr Da. Sushil Khanna H-SO 

li Prica-Eamings Ratio ol Indian Slock Market end 
Investment by Foreign Financial Institutiona 
—Sidhsith Snha M-SS 


iboui Market Flaxibilily 

—ArupMdre 1335 

Ibaildiand Focue on Culture 

—Tkak D Qupla 1333 

I pi d N Atilclea 

^uUc Entarprieas and Private Purposes 
—SudstChsudhuri 1333 

lackMrd CommunSiae end Migrant Workers 
SI Sural Riots 

—Ilian Enginaar 1343 

LtUwaleEdtlef 1310 


ECONOMIC AND POLITICAL WEEKLY 

Hltkan Housa 

[ 284 Shahid Bhagatsingh Road, Bombay 400 038 
Phones 2616072/73 Grams Econweekly 
Editor Krishna Raj 

Ssnior Assistant Editor Padma Pnkash 
Assistant Editor Rustam Singh 
Editonal StaH Claatus Antony. Prabha PHlai 
Qautam Navlakha (Delhi) 

Circulation A S Shelly; B S Sharma 
Advertisement Manager S G S Subiamanlan 
Manager K Vijayakumar 

EPW RESEARCH FOUNDATION 
C 212, Akudl Induatrtal Eatale, Kandivll (East) 
Bombay 400101 Phonaa 887 3038/3041 
Dlrsetor _ 

SLtShally 


Filling the Vacuum 

The large-scale participation of 
migrant communities in the nols 
following the demolition of the Bahri 
masjid in December 1992 in Surat is 
explained by the fact that these 
upwardly mobile Hindu communilic.s 
were looking for a larger political 
role, which the BJP a^ the 
Hindulva forces could pr ovide 1348 

Negative Impact 

The growing unempinymcni 
consequent upon the implemcntainm 
of the new economic policy and the 
threatened exit and downsizing arc 
likely to have a negative impact on 
workers affecting their self esteem 
and therefore their skills and 
innovative capabilities. M-TS 

Dreams and Reality 

In the months preceding and 
following D-Day SO years ago. the 
thrust of the debate was the 
imperative of social transformation. 
Ifie traumas of fascism and 
imperialism would vanish, prepanng 
the earth for a greater share of 
decency, rectitude and probity. 1332 

Hobnobbing with Dinosaurs 

The PM’s visit to the US has 
underlined the fact that there is 
political will behind accepting the 
new world order being dictated and 
dominated by the American 
diribaaurs. _ 1321 

Assessing Performance 

Intra-firm strategic performance 
assessment of the Indian 
pharmaceutical sec tor using data 
envelopment analysis provides 
precise information on the relative 
performance of private and public 
sector undertakings and the 
underlying factors. M-83 


Nagas and Kukis 

The violent cla.shcs fi tuccn Kukis 
and Nagas in .Munipiii iuc a 
consequence ut the nature of the 
Kuki tribes and the ailificial 
boundaries impo.scd on them 
by various rulers 1331 


Self-Defeating? 

Arc the changes being afleetcd by 
the regulations newly introduced 
by SEBI consistent with the professed 
twin goals of capital market 
development and investor 
protection? __ M-90 

Taking Stock 

The Indian stock market, in spite of 
the prevailing high price earnings 
ratio, may be attractive to foreign 
i.ivestors bccau.se of its excellent 
diversification potential. M-96 

Unsuitable Variable 

Anchored as it is in a caluric norm, 
the poverty ratio is at best an 
indicator of ‘food poverty’ and is an 
unsuitable vanabic for estimating the 
distribution among states of 
shareable pool of taxes. _ 1324 

Striking Out 

Malaysia’s recent assertive stance on 
international issues is a sign of the 
coming of age of the country's 
political elite. _ 1333 

Seeking Soiutioii.s 

Environmental degradation Lann.-i 
be dealt with through tce hiioloeical 
fixes and the legal ni.u i'.iiieiN 1329 

The starting point for lU' ta.ii.iMe 
development should be the countries 
of the north which thiough Hie 
present high levels of constiin|jtion 
and polluting technologies damage 
not only their own cnviiomncnt 
but even that of the south 1327 




























fJETTERS TO EDITOR 
Oppose State Violence! 

ON the pretext of eradication of naxaJism 
the Andhra Pradesh government has un¬ 
leashed unprecedented violence on the peo¬ 
ple of no^ Telangana districts. Encounter 
has become a synonym for police murder. 
Police officials often warn the person who 
questions their bnitalitie.s, “I’ll ‘encounter’ 
you, if you do not change your attitude of 
questioning”. Every move of the masses 
against the exploitation and repression by 
landlords is viewed through the eyes of law 
and order. Most of the villages in north 
Telangana have become camps of Andhra 
Pradesh SUte Police (APSP), CRPF, BSF 
and ITBF. these armed forces maintain law 
and Older in the villages under the guidance of 
landlords, the landlords and police forces 
unitedly run tte admini.strauon of ihe village. 
Any opposition to their domination leads to 
encounters. Even workers’ organisauons and 
students’ unions have been branded as extrem¬ 
ists’ wings. In fact, these mass organisauons 
have been organising, for the past 20 yean, the 
downtrodden pet^le against culniral and eco¬ 
nomic hegemony. 

In order to make people aware of their 
ctmslitulional rights, students’ and work¬ 
ers’ unions such as PDSU, AIFTU, RCS and 
POW organised a convention last February 
on ’People's Democratic Movements and 
State Machinery’ in Karimnagar town. In¬ 
stead of giving permission to hold this con¬ 
vention, the government deployed hundreds 
of police personnel in and around 
Karimnagar. All the routes from vanous 
areas were blocked. Video cameras were 
arranged at the doors of the convention hall. 
Delegates and journalists were harassed and 
assaulted. Cameras of press persons were 
snatched and smashed. Ahuja (Delhi), re- 
tiredjudge Suresh (Bombay), N V Kirshnaiah 
(MLA) and M T Kluin (APCLC) were among 
the victims of the police violence. While the 
police violence was strongly condemned by 
the opposiuon members, die chief minister 
K Vijaya Bhaskara Reddy reacted by saying 
that “all the delegates present in the convention 
were nunc other than naxalites”. In other 
words, the head of the govemmentencouraged 
the police to continue their extra cmistitutioiial 
activitie.s. 

It is no wonder then that there are hardly 
any villages in Karimnagar district which 
have not gone through nightmarish experi¬ 
ences, such as police gang-rapes and third- 
degree tortures. On April 8 this year at 
Rajannapet village of Yellareddypet mandal, 
the police brutally killed six workers of 
CPi(ML) Janashakti who were campaign¬ 
ing against Dunkel Draft. Soon after the 
action, the police fabricated an encounter 
story to misguide the people. On April IS, 
Ihe police killed two workers of PWG and 
narrated the same old encounter theory. 


Another police action in Jagityal area sent 
tremors of fear among the masses. A person 
from Chinnaraopet village was lied to a bag 
of explosives and set on fire. The climax of 
these fake encounters was seen in the cold¬ 
blooded murder of Boda Laxmareddy alias 
Bhoopathireddy, secretary of CPI(ML), 
Karimnagar district, who had been winking 
for the people for the last 18 years. The SP 
of Karimnagar stated several times that 
B Bhoopathireddy would be shot dead at 
sight. The police arrested and killed him at 
Hyderabad and wove a story of an encounter 
death. 

We, the people of north Telangana, are 
living under the shadow of the state gun. We 
do not know when we will be branded as 
extremists and killed in encounters. The 
general secretary of APCLC, K Balagopal, 
correctly said that “during the last three 
years 4% persons have been murdered by 
the police in the name of encounters”. The 
essence of this statement has also been 
substantiated in the words of Supieme Court 
that "police are licensed goondas”. We convey 
our thanks to APCLC and other democratic 
organisauons fur submitting a SOO-page report 
of police atrocities to the Human Rights 
Commission. Can we expect justice from the 
commission? While I am writing this, there is 
news from Kanmnagiv that Bheemanna, 
organiser of CPI(ML) Janashakti has been 
arrested and may be another victim of police 
’encounter’. 

We appeal to all democratic organisations 
to oppose the genocide being practised by 
the Andhra Pradesh government and help 
the people to realise Uieir right to live. 

SURYA 

Hyderabad 


Oppressed IHbals 

LANCY LOBO’s report on the suppression 
of Valia tribals (January IS) is well docu¬ 
mented on the aspects of oppression by the 
state as far as land, water and forests an 
concerned. Now the tribals have become 
intruders in their own land because of the 
introduction of forest laws which prevent 
them from earning from minor forest pro¬ 
duce. Tribals as agricultural labourers in the 
plair», being alienated from thei; lands and 
people, are living in deplorable economic 
conditions. In many pans of India, tribals 
who were cultivators havd become agricul¬ 
tural labourers. As a result, their position is ^ 
getting eroded. Hie police, landlords, and 
the politicians lobby or nexus is creatmg 
havoc in the country. It is like the fence 
eating away the field; the police who are 
supposed to help the people are unleashing 
terror on common people not only in Valia 
of Bharuch district of^ Gujarat, but in many 
other parts of the country. This sort of 
vandalism by the statb machinery cannot be 
accepted and toleratkd any more. The brutal 
attack by the state On tribals like Chhotubhai 
should he stroiw^ condemned. 

It is a p(ithtVic situation that when a 
sitting ML^^'has no safety for his life and 
chooses ^,^0 undergroutul, what about an 
ordinary citizen's life? On the odier hand, 
the government speaks about the human 
rights commission without any commit¬ 
ment to the human rights protection. It is 
high time that the government prevented 
such acts of oppression on the tribals and 
weaker sections. 
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AU Gloss 

T he departmenul annual reports presented to parliament 
every year are meant to provide a backdrop to the concerned 
public policies under implementation and also contain a succinct 
Jlsessment of the progress achieved in relevant sectors. The 
l^est annual report of the ministry of industry covering four 
major departments, namely, diose of industrial development, 
heavy industry, public enterprises, and small-scale, agro and 
rural industries, does nothing of the .sort. While radical changes 
have been introduced in industnal policy apparently to “accelerate 
the pace of industnal growth” by providing greater freedom in 
investment decisions, keeping in view the objectives of efficiency 
and competitiveness, technological upgradation, maximisation 
of capacity utilisation and increasedexports, theoverall industnal 
production under the impulse of the new economic policy, has 
nearly stagnated continuously for three years 1991 -92 to 1993-94 
and is showing no signs of improvement in the fourth year The 
ministry’s report fails even to recognise the deteriorating 
|||[|)nditions leave alone make any worthwhile analysis of the 
persistent stagnation and its possible causes 
Supply factors such as steady agricultural growth, reasonably 
good growth in infrastructure industries, and unfettered freedom 
for domestic and foreign industrialists to set up industries, have 
not really helped matters. Apart from the severe demand constraint 
attributable to thecontraction in public expenditure and investment 
in real terms, a serious structural crisis has been created by the 
reforms programme. The public sector production and investment 
programmes, which have been sizeable and in bulk areas of basic 
and capital goods industries, have suffered a setback and these 
gaps cannot be filled by the private or even foreign entrepreneurs 
for some years to come. The overall investment demand will 
continue to suffer. Likewise, public sector investment had helped 
to create some economic activity in underdeveloped states and 
regions^—a goal which has obviously received a serious setback. 
Finally, due to growing unemployment, the effective purchasing 
power of the average population has been eroded giving rise to 
reduced demand for industrial goods of common consumption. 
As a result of these structural factors, the industries showing 
noticeable negative growth are capital goods and consumer non¬ 
durable goods industries. The industry ministry’s report shows 
hardly any awareness of these phenomena. 

Nor does the report present any perspective of future industrial 
development, its structure and content. In the current phase of 
development, the entrepreneurial proclivities—domestic or 
foreign—will not necessarily produce an optimum structure. 
Some industries will have to be specially promoted and others 
tbscouraged by public policies. Such a priority in indu^al 
development is i^icularly required in the context of the acqui¬ 
sition and adaption of new and advanced technology. The office 
of the directorate general of technical development (DG’TD) has 
been disbanded, though there was a strong case for using that 

BqQBOptie Md Pobdcal Wedkiy May 28,1994 

. .4 ^. .. ^. Ik- 



organisation to promote the transfer and absorption of appropriate 
technology in Indian industry. The report does recognise that a 
great deal of technology upgr^ation and modernisation will tadee 
place “rapidly leading to some distortion in the existing indus¬ 
tnal structure” but this is emphasised only in the context of the 
need for a national renewal fund(NRF) and for minimising the 
adverse effects on industnal workers. The direction in which the 
lestructunng process will take place in industries and its techno¬ 
logical base has received scant attention in the report. It is signi¬ 
ficant that the technical development fund (TDF) scheme, which 
has been in operation since 1976 with the specific purpose of 
promoting modernisation and upgradation of technology, has 
been, with the $ 100 million World Bank assistance, converted 
into a scheme which “is to support liberalisation of technology/ 
capital goods imports”. Admittedly, the scheme is now being 
operated only for the import of technology underthe new import- 
export policy of 1992-97. 

Some of the deletenous effects expected from the new indus¬ 
tnal policy are glanng and are evident from the basic information 
provided in the annual report. With the freeing of industries from 
industrial licensing, industries which do not require licence and 
other industries which hitherto required to be registered with the 
concerned authonties, now have to file an industrial entrepre¬ 
neurs memorandum (lEM). A statewise analy.sis of such I^s 
shows how the regional distribution of new industrial units is sure 
to be grossly unbalanced. During the post-reform period of 29 
months from August 1991 to December 1993, such lEMs num¬ 
bered 12,400 for a total investment of Rs 2,56,158 crore with the 
hope of generating employment for23,95,728 workers. Of these, 
as much as 34.92 per cent in terms of number, 35.86 per cent in 
terms of investment amount and 32.34 per cent in terms of 
employment will be concentrated in the two western region 
states, Maharashtra and Gujarat. At the other extreme, the shares 
of Bihar, Orissa and Kerala in new industnal proposals Me 
minuscule. Bihar would account for only 0 98 perceq{ in terms of 
number, 1.38 per cent in terms of investment and 0.61 per cent in 
terms of employment; likewise, Orissa 0.69 percent, 1.13 per cent 
and 1.54 per cent, respectively, and Kerala 0.76 per cent, 1.05 per 
cent and 0.81 per cent respectively. Interestingly, the share of 
Dadra and Nagar Haveli (population: 1,38,477) in the industrial 
proposals(1.2percentin number ofIEMsorO.65 per cent in terms 
of their proposed employment) is higher than that of Bihar with 
a population of86.37 million(1991 census). The possible deteri¬ 
oration in inter-state disparity may be judged from the fact that as 
per the MtsiAnnualSurvey ofIrukistnesfor 1989-90, Maharashtra 
and Gujarat together account for only 25.2 per cent in terms of 
factories, 25.7 per cent in terms of fixed capital and 24.3 per cent 
in terms of employment in the factory sector. On the other hand, 
Bihar now possesses a higher share Aough even that propoition 
has not helped the slate to move out of its acutely underdeveloped 
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character As per the ASl for 1989*90. Bihar 
had ilO.7 per cent of the factories, 6.8 per 
cent; of fixed capital and 4.9 per cent of 
factory employment. 

A second deleterious effect is in the disap- 
pointtng performance of major engineering 
Items whose physical output figures in 1992- 
93 were in many cases less than half of what 
they were in 1990-91. The worst perfor¬ 
mance being in the electrical machinery 
industr)' The output of ASCR and AAC 
conductors in 1990-91 was 67.623 tonnes, a 
capacity utilisation of 4S.6 per cent in that 
year. In 1992-93, its production stood at 
24,279 tonnes, a capacity utilisation of just 
16.4 per cent. Other important cic'ctrical 
machinery and component industries experi¬ 
encing drastic reduction in output during the 
penod are; dry cells (12,35,659 in thousand 
numbers to 11,92,464 in thousand num¬ 
bers), power capacitors (33,58,629 KVAR 
to 30,12,163 KVAR), welding electrodes 
(5,65,506 thousand run mt to 5,13,087 
thousand run mt), electric motors (7.90,885 
to 2,43,135), alternators/gencrators 
(48.82.702 KVAA25,97,879 KVA), trans¬ 
formers (365.87.626 KVA to 345,64,075 
KVA), circuit-breaker switchgears 
(11,24,087 to 9,43,301), transmission line 
towers (88,391 tonnes to 84,660 tonnes) and 
cranes (17,184 tonnes to 8.903 tonnes). 
Amongst non-clectricals, the output of com¬ 
mercial vehicles declined from 1.44,556 in 
19‘X)-91 to 1.03,000 in 1993-94. In many of 
these industrial categories, the capacity 
utilisation h.ss declined rather drastically giv¬ 
ing nsc to misgivings regarding their long¬ 
term viability. The industry ministry’s annual 
report shows no awareness of tte damage 
being inflicted on the capital goods sector. 

The disappointing performance of the 
capital goods sector is reflected in the work¬ 
ing results of public sector undertakings 
(PSUs) under the department of heavy in¬ 
dustry. Their production levels have been 
much below their targets and they have 
declined even in real terms over the recent 
period, with the order hook position also 
deteriorating. BHEL’s production at cur¬ 
rent prices was Rs 3,154 crorc in 1990-91, 
Rs 3,331 crorc in 1991-92 and Rs 3.508 
crore in 1992-93; it is expected to be lower 
at Rs 3,4(X) crorc each during 1993-94 and 
1994-91 Similarly. HMT’s output was tar¬ 
geted to be Rs 1.026 crorc during 1993-94 
but now It IS expected to be 23 percent lower 
at Rs 792 crorc which is to be contrasted 
with the earlier peak output of Rs 850 crore 
in 1991 -92. Overall, 48 PSUs had a produc¬ 
tion target of Rs 10,027 crorc for 1993-94 
but the actual output expected now is 
Rs 8,782 criire The order books of these 
P.Slls h;ive also steadily fallen from gtxids 
woi th Rs 12.028 crorc as on October 1,1990 
to Rs 9,747 wore as on October 1, 1993 
The total employment in 48 PSUs as on 
March 3l. 1991 was 2,49,613 which has 
dwindlcdlo2,26,243asonMarch3l, 1993— 
a loss of 23,370 jobs in two years. The 


implications of ail of these on the process of 
industrialisation in India are lost on the 
bureaucracy which has indulged in produc¬ 
ing a glossy annual report that is hardly 
illuminating. 

BIOTECHNOLOGY 

Weak Monitoring 

BIOTECHNOLOGY is among the fastest 
growing disciplines in recent years and so 
vast IS the potential, for harm and good, that 
as early as 1973 some scientists involved 
with the emerging field had called for a 
moratorium on certain types of research 
because these were associated with unknown 
risks. But in the intense preoccupation with 
the development of exciting new techniques 
and the possibilities of transforming life 
forms to meet human needs, these cautionary 
voices have largely been dismissed as ema¬ 
nating f rom the ethical dilemmas of an older 
generation of scientists. The special hazards 
of biotech research is that genetically engi¬ 
neered organisms may, if they are acciden¬ 
tally released, cause grave and irreparable 
ecological and epidemiological damage. The 
other even more complicated issue is the 
fact that it would be impossible to assess the 
long-term impact of releasing a genetically 
altered organism into the environment, no 
matter how 'useful* such a product may be. 
The biological world is a closely interlinked 
chain where one small alteration in one link 
may well cause changes elsewhere. So, un¬ 
like in a chemical product, a recall of the 
product will not right matters in time and the 
change will be permanent. 

There has however grown a body of reg¬ 
ulatory mechanisms in countries where 
biotech first emerged which now make it 
more difficult for developers to release 
biocnginecred products without them being 
verifi^ as comparatively safe by consti¬ 
tuted authorities. Inevitably, the third 
world, with poorly developed regulatory 
mechanisms and a highly distorted appreci¬ 
ation of scientific advance as the precursor 
of social advancement has become the 
favoured spot for the release and testing of 
bioengineercd products. Companies with 
their single-minded pursuit of reducing the 
time-lag between research, development and 
marketing of new products, have given 
ethical considerationsagoby.In Argentina, 
for instance, the biotech company WI ST A R 
institute in 1986 tested bioengineered 
rabies vaccine on cattle without even a 
formal application for consent from the 
government 

The same institute is a participant in the 
Indo-US Vaccine Application Programme 
(VAP) in India Under the programme, Indi¬ 
an scientists have been working on 12 
projects ainied at developing diagnostic kits 
and vaccines for viral hepatitis, rotaviral 
and E coli diarrhoea, cholera, typhoid, polio 
and respiratory infections. Some of these 


have moved from (he stage (tf a study of 
existing organisms and the immunologict] 
responses in animals to bioengineered otga- 
nisms with the desired characterisrics. Mmf 
are now awaiting field trial. In an environ-' 
ment where research activity has to be 
cost-effective in the narrow sense of the 
term, little attention is paid to exploring the 
long-term and larger consequences of med¬ 
dling with biostructures. 

Progress on safety guidelines has been 
slow in India. The department has as usual 
set up a number of committees to monitor 
research work. For example, institutional 
biosafety committees have been set up in SO 
institutes and a review committee on genetic 
manipulation has been constituted, which, 
at its first meeting made these banal recom¬ 
mendations; that import of transgenic mate- 
nals in bulk should be avoid^, that c^i 
operation from funding agencies and insti- * 
tutions is imperative, that only those 
proposals which are being readied for 
field trials should be considered by the 
committee. 

Clearly these regulations are insufficient 
for a competent monitoring of biotech re¬ 
search. For example, given the present ex¬ 
perience with, say, ethical or equipment 
.safety committees in research institutions, 
the existence of institutional safety commit¬ 
tees does not mean that they are functioning 
or are doing what they ought to. A recent 
review of X-ray units and the handling of 
radioactive material in laboratories has re¬ 
vealed the very poor implementation o 
safety standards. And in a new discipline 
like biotech, where the safety standards are 
ill-defined and there is a rush to get in on the 
ground floor and to produce results, self¬ 
regulation is hardly likely to be effective. 
Then again with several pharmaceutic&l 
MNCs on the verge of restarting and/or 
expanding their bioresearch facilities here, 
there will no doubt be raised issues such as 
company secrecy on research, patenting con¬ 
siderations, etc, which will make it impos¬ 
sible to monitor research. There is an imper¬ 
ative need toevolve stringent regulations and 
create enforcing agencies with the authority 
to suspend and terminate unsafe research. > 

ASSAM 

Electoral Rolls Ikngle 

A correspondent writes: 

THE recent Judgment of the Supreme Court 
upholding the orders of the Guwahati High 
Court which had held on January 28 that 
Clause 7.4 of the Special Revised Instruc¬ 
tions (SRQ of the Election Commission 
(EC) issued on May 18 last year was •‘un¬ 
constitutional. arbinary and violative of the 
Representation of Peoples* Act, 1950, and 
rulesframcdthereundei^*,bring5toanend the*^ 
prolonged bureaucratic and Judicial wran¬ 
gles over the revision of electoral rolls in 
Assam. The Election Commission had filed 
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a tpedtl leave appeal apinst’the orden 
of theOuwahad Ifi^ Court which had been 
made on a writ petition challenging the EC's 
guklefines filed by tome leaders of die United 
Minorities Phmt (UMF). That appeal was 
dismissed the Supreme Court on May S. 

While the Supreme Court's judgment 
brings the legal and bureaucratic wrangles 
to an end, the political implications of the 
Judgment are likely to remain a controvert 
sial issue. For, though the origiiud guide¬ 
lines as well as the SRC of the EC were 
( 9 posed (as also tacitly or openly support¬ 
ed) by several political parties, the grinds 
for such opposition (and support) and the 
apprehensions and expectations that these 
guidelines evoked have been projected and 
exploited selectively. This feature is likely 
to persist itrespecuve of the legislative and 
legal position. 

The apex court’s orders also constitute a 
vindication of the stand of the state govern¬ 
ment (more accurately, the Congress Party) 
as well as minority organisations which h^ 
taken the initiative to challenge these Spe¬ 
cial Revised Instructions of the EC. Though 
the state government had only intervened in 
the hearing of the writ petition by the UMF 
in die Ouwahad High Court and the EC’s 
special leave appeal against the Guwahati 
High Court’s Judgment in the Supreme 
Court, since the judgment was delivered the 
Congress Party in the state is claiming credit 
for this development. Indeed, both the Con¬ 
gress and the UMF have been claiming 
exclusive credit for this development, with 
the Congress in the state (no doubt with 
some prompting by the chief minister) con¬ 
gratulating Hiteswar Saikia "for his single- 
handed efforts to restore legitimate rights to 
deprived Indian citizens in the new electoral 
rolls of Assam”. 

With this, the decks are cleared for the 
preparation and publication of the final elec¬ 
toral rolls in Assam. The whole process had 
been stayed following the directive of the 
Supreme Court by the Election Commission 
on April 25. 

Crucial to the prolonged wrangles whose 
beginnings are to be traced to the procedure 
prescribed for an intensive revision of elec¬ 
toral rolls in the state, spelt out in an EC 
notification dated August21,1992, are Claus- 
es7.3 and 7.4of the SRC which theGuwahati 
High Court had held as violative of Article 
UoftheConstitution—anordernow uplwid 
by the apex court. The two clauses read thus: 
7.3. liie Electoral Registration Officer shall 
also take every possible care to ensure that 
the names of persons in whose cases objec¬ 
tions were filed and upheld, as well as names 
of persons whose claims were rejected dur¬ 
ing any earlier revisions of 1990, I98S, etc. 
on account that they were notcitizens of India 
ore not to be included in the dnrfi roil He should 
also ensure that cases where enquiries have 
been initiated by the police with a view to 
filing cases under the Foreigners Act, 1946 
or IM(DT) Act, 1983, are also excluded. 


7.4 Similarly, the Blectonl Registration QF- 

ficer should ensure that the names of en> 

croachen on vaR/POR/forest londi/khos 

lands or any other government lands are not 

included in the ikaft rolls. 

These guidelines provoked opposition 
from virtually the whole spectrum of polit¬ 
ical opinion in the state though the grounds 
for such opposition were different. For, 
encroachmenu on VGR (village grazing 
reserves) and PGR (professional grazing 
reserves) and forest and khas lands are a 
generalised phenomenon with every section 
of the population encroinhing upon them 
and at the same time selectively blaming 
every other section. Thus the tribal people in 
the Brahmaputra plains (who have widely 
encroached into forest lands) maintain that 
they, being the onginal inhabitants of the 
land, can by definition be not considered 
encroachers wherever they settle. In con¬ 
trast, the ‘popular’ perception holds that the 
descendants of erstwhile migrants from East 
Bengal, originally settled as part of an offi¬ 
cial policy in inhospitable riverine areas and 
over the years spreading beyond these 
areas resulting in conflicts with the indi¬ 
genous peasantry—the Bodoland Autono¬ 
mous Council area has seen some vicious 
communal riots over land after the Bodo 
Accord—are almost without exception 
encroachers. 

The writ petition in the Guwahati High 
Court had also challenged Clauses 6.7,6.9 
and 6.10 of the SRC which had provided for 
the publication of two lists of enumerated 
voters; a List I, containing “names of per¬ 
sons who are venfied by the district magis¬ 
trate to be Indian citizens”; and a List II, 
containing “those names which are not con¬ 
sidered Indian cibzens by the district mag¬ 
istrate”. Further, Clause 6.10 of the SRC 
provided that “where the police have initiat¬ 
ed inquiries in respect of any person with a 
view to filing cases under Foreigners Act, 
1946 or Illegal Migrants (Extermination by 
Tribunals) Act, 1983, the names of every 
such person shall also be included in List II 
and not in List I”. 

The result of following that directive was 
that List II had about 15,76,000names which 
included the names of about 13,73,000 who 
had filed claims for inclusion and in respect 
of about nine lakh of whom the claims had 
been accepted. According to a document 
prepared by the UMF, the EC’s directives 
envisaged treating all persons included in 
List II, including about eight lakh persons 
whose cases had been referred to inquiries 
under the IMDT Act and the Foreigners’ 
Act, as ‘non-citizens'. According to the 
UMF, only about 58,000 of these cases had 
been referred to the tribunals formed under 
the provisions of the two acts; and according 
to sources in the state government, only 
about 20,000 of these bad been finally and 
indubitably found to be illegal migrants. 

Th6 Supreme Court’s uplmiding of the 
judgment of the Guwahati High Court vin¬ 


dicates the objecdoiu raised againtt such 
anomalies. But the process itself continues 
to be mired in controversies touching vital 
polidcd iuues gang beyond these legali¬ 
ties and boreaucratic snafus. 

POLITICS AND CRIME 

Cosmetic Action 

THE leaders of the CT*I(M) in West Bengal 
have begun to borrow tricia from die police 
administration. Errant police personnel are 
quite often suspended or transferred, fol¬ 
lowing public pressure—but only to allow 
them to surface again at some other place, or 
even at a higher position, and continue to 
behave in the same criminal way. Similarly, 
in the West Bengal CPI(M). orant party 
members or leaders are sometimes awarded 
lenient punishment—for public consump¬ 
tion—to be rehabilitated soon after in better 
positions in the patty hierarchy. 

To give a recent instance, following a 
bomb blast in the Bowbazar area of Cateutta 
in March last year which led to loss of lives 
and property, an underworld don Rashid 
Khan was aaested, and police investiga¬ 
tions revealed Khan’s connections with some 
top CPI(M) leaders. Public disclosure of the 
findings compelled the CPI(M) to suspend 
Shyamali Gupta (a leader of the party’s 
women’s front) and Shamim Anwer(acoun- 
cillor of the Calcutta Corporatitm). But witii- 
m a year, both were readmitted to the party, 
Given the continuing open nexus between 
the CPI(M) iocal bmses and the under¬ 
world, it does not need prophet to predict 
that both Gupu and Anwar are well on their 
way to higher positions in tiie party. 

To cap it all, Rashid Khan was recently 
released by the court. Now he has come up- 
with further damaging evidence. In an inter¬ 
view with a loc^ daily, he has claimed 
among his ‘helpful’ friends a senior CPI(M) 
leader, who is the party’s chief whip. He has 
also named a former police commissioner 
as being on his payroll. Significantly, soon 
after the Bowbazar blast, allegations 
against both these gentlemen had been 
made in newspapers. The CPI(M) and the 
state government had dismissed the charg¬ 
es at that time. It would be interesting to 
watch how the CPI(M) reactj to Khan’s 
latest disclosures. 

One wonders how long Jyoti Basu can 
choose to gloss over the misdeeds of his 
comrades. Involvement of party cadres in 
gang-rape (in Bantala and Birati a few years 
ago) and murder (the latest being that of 
Abdul Halim, the secretary of the CPl(ML)’s 
Kalna unit in Burdwan, on March 28) has 
become a common phenomenon. Notorious 
criminals who are party activists and who 
actively participated in the communal riots 
that broke out in Khidiipur and Tangra in 
Calcutta in the wake of the demolition of the 
Babri masjid are still roaming free. In spite 
of repeated complaints by the local people 
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to the police, they ctmtinue toonjoy immu¬ 
nity, thanks to the protection they receive 
from the local party leaders. 

The CPI(M) has obviously travelled a 
long way from those day.s when even its 
fiercest political critics and detractors could 
not discover any cause to blame its cadres 
foi moral enmes like rape, murder for per¬ 
sonal gain or involvement in communal 
riots. The moral fibre of the party has appar¬ 
ently begun to rot, and once that happens, 
the descent ot any communist party cannot 
be prevented. Jyoti Busu’ s occasional speech¬ 
es and directives uigmg party members to 
behave and warnings ot punitive actions arc 
as hollow as the cosmetic punishments 
meted out to some among them following 
public outcry. 

INDO-US RELATIONS 

Movements of Anxiety 

GIVEN the recent history of Indo-US polit¬ 
ical relations—a history that included Rob¬ 
in Raphael's provocative statements on 
Kashmir, Clinton’s letter to a US senator 
commenting on the human rights situation 
in Punjab, and Strob Talbott’s muted but 
clever attempts to diplomatically browbeat 
the Indian government into submission— 
Narasimha Rao’s US visit was not expected, 
politically, to achieve very much. As it has 
turned out, the visit has achieved nothing at 
all. The officials of the US government put 
up a pleasant diplomatic front, intended 
mainly to save Rao from embarrassment at 
home, but also—and more importantly—to 
soften the impact of their unwillingness to 
substantively modify their posiuons, in the 
light of the Indian government’s concerns, 
on the political and strategic issues involved. 
These issues remain; the future of Kashmir, 
denuclearisadon of the south Asian region, 
and the violation of human rights by India’s 
security forces with regard to its citizens. 

On Kashmir, the US seems to have come 
round to accepting, especially afterTalbott’s 
visit, that the issue be resolved, so far as it 
involves Pakistan, on the basis of the Shimla 
agreement. Apparently it seems that by 
making the US articulate this position, Indi¬ 
an diplomacy has scored a point: however, 
it also means, on the other hand, that the 
Indian government has' admitted that the 
Kashmir issue is not a purely domestic one. 
Thus it turns out to be a diplomatic victory 
of sorts for Pakistan which has always in¬ 
sisted that Kashmir was an international 
issue. Further, despite the US recognition of 
the validity of Shimla agreement in the 
matter of Kashmir, it is unlikely that the 
US, which seems to view the north-west 
south Asia in general and the Kashmir 
region in particular as crdcial to its strate¬ 
gic interests in the region, would allow 
the emergence of an arrangement in Kash^ 
mir having (he potential to go against its 
interests. 


On nuclear non-proliferation, the Rao 
delegation failed to break the stalemate. The 
US side made some noises about India’s 
position not being totally invalid, as did 
Clinton when he remarked that any attempt 
to denucleansc the subcontinent must keep 
in view India’s security concerns, or as did 
one senior US official when he said that at 
lea.st conceptually it was not difficult to 
sympathise with the Rao government’s in¬ 
sistence on beginning with, as he put it, 
“global things”. Although it wa.s for the first 
time that the US showed a willingness 
to even acknowledge the Indian side's 
concerns on the nuclear issue, these 
noises, in the absence of an agreement 
concretising this acknowledgement, cannot 
be Liken very seriously, especially when 
there has not been even a distant hint of such 
an agreement. 

As for the US ‘concern’ about the human 
rights situation in Kashmir and other Indian 
states, successive US governments have, for 
quite some time, used the pretext of viola¬ 
tion of human rights to promote their polit¬ 
ical and economic interests in different parts 
of the world. This ‘concern’ is not likely to 
wane in the foreseeable future, and will, for 
that reason, remain a sore point in the rela¬ 
tions between the two countries, not least 
because the record of the pre.sent Indian 
government on the human rights front is bad 
and is likely to remain so, despite the setting 
up of the recent National Human Rights 
Commission. 

Perhaps only on the economic front can 
Rao’s visit be said to have effected some 
advance in the relations between the two 
countries. The delegation accompanying Rao 
utilised the occasion to meet US business¬ 
men and is reported to have been successful 
in strengthening their alneady aroused inter¬ 
est in India as a profitable ground for invest¬ 
ment. However, a strengtl^ing of the Indo- 
US economic relations in the current envi¬ 
ronment needs to be viewed with concern, 
especially when the most important condi¬ 
tion for US investment in India appears to be 
a breaking down of the already meagre 
protective legal barrio around the working 
class here, an inevitable consequence of 
measures to liberalise the economy further. 

PALESTINE 

Questionable Ibctics 

THE killing of two Israeli soldiers by Islam¬ 
ic militants in Gaza recently represents in 
microcosm some of the challenges the new 
Palestinian authority, held at the moment by 
the PLO, is likely to face in the coming 
months in the self-ruled territories of Gaza 
and Jericho. The killing took place Just two 
days after Israel hancM over most of the 
Gaza strip to the PLO and a week after it 
reUnqui:t>ed i*s power in the West Bank 
town of Jericho. Though Palestinian and 
Israeli security forces have started Joint 


patrols in Gaza to prevent the occurrence of 
similar incidents in fiituns, this is but an aJAoc 
solution to problems that ate essentially pdit- 
ical and will need to be tackled on that front 

The problems stem from the fact that the 
Israel-PLO accord of May 4 which has 
heralded Palestinian self-rule has been op¬ 
posed by the Islamic fundamentalists fight¬ 
ing for their version of the freedom of 
Palestine. These fundamentalists, represent¬ 
ed mainly by the militant groups Hamas and 
the Islamic Jihad, have a two-fold objection 
to the accord. Tliiy believe, firstly, that the 
accord has granted limited political autiior- 
ity in what amount to extremelv limited 
territories. Secondly, they do notrelish the 
idea of the new authority being inherited by 
the PLO which has always projected itself as 
representing secular and democratic forces 
in Palestine. Although there have been indi¬ 
cations right from the beginning of the 
accord of a tacitconcurrence between Hamas 
and the PLO, the killing of the Israeli sol¬ 
diers within the self-rul^ territories as soon 
as the Palestinian police was deployed, would 
seem to indicate that the fundamentalists 
have sought to emphasise that they must be 
treated more seriously. They have also sound¬ 
ed a warning that theirbext target could very 
well be the Palestinian police itself, which is 
neither as trained as the Israeli army to deal 
with militants, nor as experienced yet. 

Another likely target of the fundamental¬ 
ist militants are the Jewish settlers around 
the self-ruled territories. Not only are they 
the hated symbols of the occupying Jewish 
state, the fundamentalists may well resort to 
attacks on them in order to set off ethnic 
clashes in the Palestinian territories with the 
aim of derailing the peace process which is 
now underway. For, an increase in the fre¬ 
quency of attacks on Jewish settlers would 
not only bring the Israeli government un¬ 
der greater pressure at home to call off the 
peace process, it would also put the PLO 
on the defensive vis-a-vis Israel, making it 
unpopular among the Palestinians as it 
would then be viewed as a ‘soft* national 
representative. 

Not that the PLO or Arafat is unaware of 
the essentially political nature of these is¬ 
sues or of the complexity of the response 
required to successfully tackle them. How¬ 
ever, the problem Ites in the ohoice of the 
exact political methods to be employed. It is 
in this context that Arafat’s recent rail for a 
’Jihad’ to free Jerusalem tends to evdee 
concern. Even if the term was not used in 
the militantiy religious sense in which 
fundamentalists use it—as Arafat clarified 
later—the resort to such language at this 
point of time can signal a.wrong direction to 
the movement. It can be interpreted u a 
giving in to the pressure of the fundamoita- 
lists, thereby increasing their stock with 
the people at a time when they need 
clearly to be firmly told that the secular 
nature of the Palestinian movement is 
beyond compromise. 
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IN THE CAPITAL MARKET 


EPW Research Foundathm 


DLF Cement 

DLF CEMENT, promoted by the DLF 
group which has 45 years’ experience in the 
real estate business, is setting up a world- 
class cement plant with a capacity of 1.4 
million tonnes per annum. The plant is to be 
locatedin Jaitaran tehsil in Rajasthan which 
is close to limestone reserves smd is near 
the cement deficit northern region. The 
company has entered into a technical 
collaboration agreement with Nihon Cement 
Company (NCC), one of the largest cement 
manufacturers in Japan, under which the 
Japanese company will provide technology 
which will result in benefits such as low 
heat and energy consumption, emission 
levels conforming to international standards 
and waste heat recovery system which will 
be utilised to generate power for captive 
consumption resulting in substantial cost 
.savings. In order to ensure an uninterrupted 
and consistent supply of power the company 
will also undertake captive power genera¬ 
tion of 15 mw. Commcicial production is 
expected to commence in January 1996. To 
part finance the Rs 390.2 crore project the 
company is entering the capital market with 
a public issue of 99,13,400 secured 
redeemable multi-option convertible 
debentures (MOCD) of Rs 85 each at par 
onJune22. Part A ofRs50of each MOCD 
will be converted into five equity shares of 
Rs 10 each at par on allotment while part B 
will be the non-convertible part carrying 
four options. Under the options the investor 
can opt for a 17 per cent simple intere.st on 
the NCD portion; cumulative interest of 17 
per cent on the NCD portion; opportunity to 
convert NCD portion into equity shares at 
par (in which case NCD portion will carry 
zero interest rate); and, last, he can dispose 
of the NCD portion for Rs 30 each for 
which arrangements have been made. The 
issue will be lead managed by ICICI 
Securities and Finance Company, ICICI, 

J M Rnancial and Investment Consultancy 
Services and Hongkong and Shanghai 
Banking Corporation. 

Shivalik Loha Mills 

ShivalikLdutMillsisanexisUngDToiit-making 
company engaged in the manufacture of 
MS rounds and alloy rounds, ERW pipes 
and tubes and bright bars. The company 
now plans to set up steel-melting and billet¬ 
making facilities with an installed capacity 
of 50,(XX) tpa at a total cost of Rs 6.3 crore. 
The project is expected to commence 
commercial production in June 1994. For 
the eight months’ period ended November 
1993 the company earned a net profit of 


Rs 0.2 crore on net sales of Rs 12.8 crore 
as against a net profit of Rs 0.2 crore on net 
sales of Rs 17.5 crore for the whole of the 
previous year. To part finance its project 
the company is entering the capital market 
with a public issue of equity shares at par 
aggregating Rs 4.5 crore on May 30. 

Longview Tea 

A Deepak group company, the Calcutta- 
based Longview Tea Company presently 
has SIX tea estates in the Darjeeling, Dooars 
and Terai districts entailing a total area 
under tea production of 1,950 hectares. The 
company has now embarked on an expan- 
sion-cum-modcrnisation programme under 
which It plans to extend plantation and also 
carry out replantation and rejuvenation in 
order to increase the tea production from 
the present three million kgs per year to five 
million kgs at a total investment of Rs 9.4 
crore. For this purpose the company is 
setting up two more tea estates at Coochbehar 
and North Dinajpur from which crop will be 
available from the current year itself. To 
part finance its expansion/modernisation 
programme the company plans to enter the 
capital market shortly with a public issue of 
equity shares of Rs 10 each at a premium of 
Rs 55 per share. 

Pawan Proteins 

Pawan Proteins (India), acompany promoted 
by a group of agricultunsts, is entering the 
extraction business by setting up a plant 
with a capacity ol I SO tonnes per day and a 
refinery of 25 tonnes per day. The project 
costing Rs 4.9 crore is being set up in the 
Beed district of Maharaslitra. Topartfinance 
the project the company is entering the 
capital market with a public issue of 


21,50,000 equity shares of Rs lOeachaipar 
on May 30. 

Mehta Rubber Chemicals 

Mehta Rubber Chemicals (MRC) plans to 
join the band of the only three companies 
presently manufacturing 2,2,4 Uimethyl 1,2 
dihydro quinoline (TDQ) and N cyclohexyl 
2 benzthiazy] sulphonamide (CBS) in the 
country, namely. Polyolefins, Bayer and 
ICI India. MRC is setting facilities for the 
manufacture of rubber chemicals like tetia 
methyl thiuram di sulfide (TMT) with an 
installed capacity of 300 mtpa, TDQ with 
an installed capacity of 300 mtpa and CBS 
with an installed capacity of 100 mtpa. 
These chemicals are used in the manufacture 
of rubber goods whcrcquality of raw material 
IS a crucial factor. Trial production has 
already commenced. To part finance the 
project the company is entering the capital 
market on May 30 with a public issue of 
equity shares at par aggregating Rs 1 crore. 

Alchemie Organics 

Alchemic Organics which belongs to the 
Rs 105 crore Alchemie group has set up a 
project for manufacturing quinalphos, 
cartendazim, di-sulphonamide and n-ndhe 
mca at Vapi in Gujarat. The project costing 
Rs 7.4 crore is to be part financ^ through a 
public issue of 8,00,000 equity shares of 
Rs 10cachataprcmiumofRs20pcrshare. 
Production of di-sulphonamide (used in the 
manufacture of diuretic medications and 
antibiotics) and n-ndhe-mea (used in the 
manufacture of disperse dyes) commenced 
in December 1993 while that of quinalphos 
(an agricultural insecticide) and caibend^m 
(a systemic fungicide) commenced in April 
this year. 
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CURRENT STATISTICS 


BPW RMMKh FooadatloD 


The commodity pnce indicei show s distinct nccelention m infltuon. There hM been t tixeable uicretse in curreney with the public foUowad by more npid 
growth of deposits of banks There is some pick-up m non-food advances of banks, but it is not known to whet extent this it t cany over of year-^ window- 
dressing. There was some improvement in the growth of industrial producbon in December and January, though iMa was partly due to the low baie in the 
corresponding months of the previous yedr following the nots/bomb blasts. India imported 23S tonnes of gi^ wo^ Ra 11,000 cron and 3,620 umnea of iUver 
worth Rs 2,400 crore in 1993 

Macroeconomic Indicators 


Index Numbcn of Wholesale 
Prices (1981-82sil00) 


Weights 


May 7, 
1994 


Variadoa (Per Cent): PoInt-to-Point 


Over Over 12 Months Fiscal Year So Pa r 1993-94 
Month Utesi Previous I994-9S 1993-94 


1992-93 1991-92 1990-91 


All Commodities 

1000 

262.7 

15 

11.1 

6.8 

2.3 

1.5 

102 

7.0 

13.6 

111 

Pitmaty Articles 

32 3 

267 5 

23 

13.4 

3.3 

3.2 

1.6 

11.6 

3.0 

15.3 

17.1 

Pood Articles 

17.4 

2917 

2.8 

6.2 

5.2 

3.6 

2.3 

4.8 

7.5 

20.9 

18.9 

Non-Fbod Articles 

101 

287 8 

2.0 

27.8 

-0.2 

3.2 

0.4 

242 

-1.4 

8.1 

19.3 

Fuel, Power, Light and Lubricants 

10 7 

278 0 

- 

10.4 

17 7 

- 

2.4 

131 

15.2 

13.2 

' 14.4 

Manufactured Products 

57 0 

257 1 

1.3 

9.8 

69 

2.2 

1.3 

88 

7.9 

12.6 

8.9 

Food Products 

101 

263.8 

41 

13.8 

59 

5.2 

3.3 

11.8 

6.8 

10.2 

13.2 

Food Index (computed) 

27.5 

281 5 

33 

8.7 

54 

4.2 

2.6 

7.1 

5.8 

17.2 

16.8 



Latest 



Variation (Per Cent): Point-to-Point 



Coat of Living Indices 


Month 

Over 

Over 12 Months Fiscal Year So Par 1992-93 

1991-92 

1990-91 

1989-90 




Month 

Latest 

Previous 

1993-94 1992-93 





Industrial Workers (1982wl00) 


267’ 

08 

9.9 

6.1 

9.9 

6.1 

6.1 

13 9 

13.6 

6.6 

Urtian Non-Man Emp (1984-85wl00) 
Agri Lab (July 60 to June 61sl00) 


220" 

0.9 

7.3 

9.6 

7.3 

6.8 

6.8 

13.6 

13.4 

8.0 


1175’ 

08 

11.6 

07 

116 

0.7 

0.7 

219 

166 

1.0 


Variation (Per Cent) 


Money and Banking (Rs crore) 

1994 

Over 

Month 

Fiscal Year So Par 
1994-95 1993-94 

1993-94 

1992-93 

1991-92 

Money Supply (M3) 

447199 

3439(0.8) 

15153(3.5) 

14958 (4.1) 

65827(17.9) 

49344(155) 

51653(19.4) 

Currency with the Public 

87192 

5060(6.2) 

5025(6.1) 

4411(6.5) 

15159(22.2) 

7175(11.7) 

8050(15.2) 

Deposits with Banks 

358034 

-1066 (-0 3) 

10683(3.1) 

6308(2.1) 

50112(16.9) 

41741 (16.3) 

43392(20.5) 

Net Bank Credit to Govt 

210529 

4604(2 2) 

6420(3.1) 

10132 (5.7) 

27623 (15.7) 

17975(11.4) 

18070(12.9) 

Bank Credit to CommI Sector 

240550 

-608 (-03) 

4658(2.0) 

3576(1.6) 

16577(7.1) 

32141 (17.1) 

16225 (9.4) 

Net foreign exchange assets of the 








banking sector 

57121 

3394(6.3) 

3394(6.3) 

1982 (7.9) 

25912(103.8) 

3747 (17.7) 

21205 (100.4) 

Reserve Money 

141662 

3021 (2 2) 

3040(2.2) 

11784(10.6) 

26577 (24.0) 

11274(11.3) 

11726(12.4) 

Nm RBI Credit to Centre 

95987 

-1742 (-1 8) 

-796 (-0.8) 

12101 (12.5) 

1334(1.4) 

2175(2.3) 

5904(6.7) 

Scheduled Commercial Banks 








Deposits 

324859 

11045(3 5) 

11045(3.5) 

6930(2.6) 

45242(16.8) 

37814(16.4) 

38216(19 8) 

Advances 

167779 

4157 (2.5) 

4157(2.5) 

3837 (2 5) 

11640(7.7) 

26390(21.0) 

9291 (8 0) 

Non-food advances 

157633 

4918(3 2) 

49181(3.2) 

3168(2 2) 

7476(5.1) 

24317(20.1) 

120922(8 4) 

Investments 

141494-11221 (-7 3) - 

•11221 (-7.3) 

-387 (-0.4) 

26737 (25.3) 

15460(17.1) 

15031 (202) 


Index Numbcn of Induitriai Weights 

Jan Averase for Fiscal Year So Far 


Variation (Per Cent): Fiscal Year Averaaes 1 

Production (1980-8 UIOO) 


1994 1993-94 

1992-93 

1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 1986-87 

General Index 

1000 

245.9 220.1 (3.1) 

213.4(3.3) 

1.6 

-0.2 

8.4 

8.6 8.7 7.3 9.1 

Mining and Quarrying 

11 5 

269 0 2191 (2.8) 

213.1 (0.0) 

1.7 

0.4 

4.5 

6.3 7.9 3.8 6.2 

Manufactunng 

77 1 

233 1 2105(2 4) 

205.5 (3.5) 

0.9 

-18 

9.1 

0.6 8.7 7.9 9.3 

Electricity 

114 

309 2 286.5(7.1) 

267.4(4.9) 

4.9 

8.5 

7.8 

10.8 9.5 • 7.7 10.3 

Capital Market 

May 27, Month Year 

1994 (so far) 

1993 

End of Fiscal Year 

1994 

Ago Ago 

Trough 

Peak 

Trough 

Peak 

1993-^ 1^2-93 1991-92 

BSE Sensitive Index (1978-79=100) 3790 

3713 2216 

2037 

4286 

2037 

1455” 

3779 2281 4285 


(710) 

(-29 5) 





(65.7) (-46.8) •(266.9) 

National Index (1983-84=100) 

1827 

1785 1032 

934 

2055 

934 

1659 

1830 1021 1968 

(77 0), 

(-25 8) 





(79.2) (-48.1) (234.1) 



1993-94 Ouarterlv Data 




Fiscal Year So Far 

External Sector 

Apr-Jun 

July-Sept 

Oct-Dec 

Jan-Mar 


1993-94 

1992-93 1991-92 


Exports 'Rs crore 
US $ mn 
Imports Rs crore 
US $ mn 


16073 (39 8) 
5127(27 8) 
17018 (6 5) 
5429 (-2 7) 


16388 (27.0) 
5224(15 2) 
16825 (5 8} 
5363 (-4 1) 


5330(17 8) 
17634(13 1) 
5621 (2.9) 


6492(21.5) 
21329 (38.1) 
6799(33.4) 


22173 (20.4) 
72806(15.7) 
23212 (6.8) 


53351 (21.1) 
1'8421 (3.1) 
62923(31.5) 


44042(35.3) 
17866 (-1.5) 
47851 (10.8) 


21726(ll.9)r 19411 (-19.4) 


Balance of Trade. Rs crore 
US $ mn 

-945 

-302 

-437 

-139 

-913 

-291 

-964 

-307 

-3259 

-1039 


-3,809 

-1J45 
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Foreign Exchange Reserves 

1994 Month 

Year Fiscal Year So Far 
1994-95 1993-94 

1993-94 1992-93 

1991-92 

1990-91 1989-90 

1988-89 

Rs crore 

45621 -2867 

24492 -1655 

2143 

27430 5385 

10223 

-1381 

-647 

USSmn 

15420 29 

8709 325 

689 

8724 731 

3383 

-1137 -854 

-1386 


luirt 
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External Sector 


Enchangc Rate of the Rupee 

Nov 1993 

Nov 1992 

1993 

1992 

_MM5h.33YER_ 

1991 1990 1989 1988 1987 

1986 

%6-Country TWER (I98 Sb100) 











Official Rates 











(Based on FEDAl Rates within brackets) 










Nominal 

(46 85) 

(45 50)51 17 

(45 11) (43 87)49 89 64 08 

7552 7343 79 82 82 19 

9201 

Real 

(65 11) 

(6004)68 29 

(59 37) (56 53)64 24 74 69 ' 

7870 77 52 84 56 84 73 

92 13 







Monthly Average 

Annual Average Rotes 







Rates 





March 27. 

Month 

Year 

Mar 31. 

Mar 31 

March 

Match 1992-93 

1991-92 

1990-91 


1994 

Ago 

Ago 

1994 

1993 

1993 

1992 (Apr-Feb) 



Ofncial/RBl Reference Rate/Rs per US $ 31 37 

3137 

31 34 

31 37 

31 23 

31 37 

25 89 25 97 

2447 

17 94 

Market/FEOAI Rate (Rs per US $) 

31 37 

31 37 

31 90 

31 37 

31 22 

31 53 

29 46 

— 

— 

— 

Foreign Direct Investment 

Foreign Collaboration Annrovals 


AoDrovais Involving Foreign Investment 


1994 1993 1992 

1991 

1990 

1994 

1993 

1992 

1991 

1990 


(up to Mar) 




(up to Mar) 





Number 

379 1476 1520 

950 

666 

211 

785 

692 

289 

194 

1 


Amount of Foreign 


Actuol Flow of FDI 


Actual Flow of 


1994 

_Investment Aonroved . 





Portfolio Investment 

Amount 

(up to Mar) 1993 1992 1991 1990 l993-94‘ 1992-93 1991-92 1993-94* 

1992-93 

Rs Crore 

1180 8860 3890 

530 

120 1882 

1694 

365 

7529 

701 

USSrmllion 

376 2852 1386 215 

67 600 

585 

148 

2400 

242 

* Expected by government 











Foreign Aid (Rs Crore) 

1993-94 

1993-94 

1992-93 

1 1992-93 

1991-92 

1990-91 

1989-90 1 

1988-89 1987-88 1986-87 


(Actual) (Budget) 

(Actual] 

1 (RE) 



(Actuals) 




Net Aid Receipts 

6175 

4279 

6159 

3837 

5319 

5421 

3181 

2595 

2460 

2893 

Net Aid Inflows 

2124 

118 

2188 

-38 

1514 

2717 

1347 

1101 

1218 

1916 

Tourism 

1993-94 

1992-93 

1991-92 1990-91 

1989 90 

1988-89 

1987-88 1 

1986-87 

Tourist Amvals (000) 

18710 

1820 8 

17819 

1613 7 

1765 0 

1619 3 

I5I35 

1491 9 


(2 8) 

(2 2) 

(104) 

(-86) 

(90) 

(7 0) 


(14) 


iForeign Exchange Earnings (Rs crore) 4572 

3989 

3318 

2444 

2386 

2054 


1856 

1607 

m 

(14 6) 

(202) 

(35 8) 

(24) 

(16 2) 

(10 7) 


(155) 


(US S million) 1457 

1302 

1356 

1362 

1433 

1418 


1431 

1309 


(119) 

(-4 0) 

(-04) 

(-5 0) 

(1 I) 

(-0 9) 


(9 3) 


Bullion 

Bullion Prices 

May 27. 

Month 

Year 

March 

March 

March 

March 

March 

March 

March 


1994 

Ago 

Ago 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

Bombay Gold (Rs/IOgm) 

4670 


4600 

4611 

4082 

4443 


3140 

3140 

3140 

London Cold ($/Ox) 

384 00 

373 30 

381 00 

387 35 

330 34 

344 64 

363 39 

393 66 

390 27 

443 49 

Spread over London (Per Cent) 

205 

23 5 

19 7 

180 

219 

361 

53 4 

448 

61 3 

69 6 

Bombay Silver (Rs/Kg) 

7029 

6814 

6221 

7159 

5492 

8050 

6663 

6464 

6755 

6136 

New York Silver (S^z) 

5 47 

5 14 

4 65 

564 

3 63 

4 50 

3 97 

5 07 

5 79 

641 

Spread over New York (Per Cent) 

27 4 

314 

326 

25 9 

491 

88 9 

171 8 

131 5 

133 9 

1294 

Estimated Imports 


_1233_ 








(Offietal/Qandcstine, Tonnes) 

Qi 

Q2 

Q3 

Q4 

Total 

1992 

1991 

1990 

1989 

1988 

"Cold 

65 

38 

56 

■Pi 

238 0 

260 0 

1500 

170 0 

172 5 

135 0 

Stiver 

806 

875 

842 

mEm 

3620 0 

1750 0 

1360 0 

1300 0 

6500 

2500 


Industrial Production 


Core Industries and 
Infrastructure 

Feb 94 

Vanotion Over 

Month Year 

Cumulative for Fiscal Year 
So Fat 

1993-94 1992-93 

1992-93 

1991-92 

1990-91 

Coal (mn tns) 

25 

-03(-12) 

01(04) 

216(3 9) 

208(35) 

238 (3 9) 

229(8 3) 

212(54) 

Electricity (mnkwh) 

26568 

-2181 (-7 6) 

1591 (64) 

293167 (7 1) 

273770 (5 0) 

300989 (5 0) 

286700 (8 5) 

264300 (7 7) 

Hydel (mn kwh) 

4782 

-253 (-5 0) 

-9 (-02) 

64925(09) 

64365 (-3 5) 

69776 (-3 8) 

72550 (1 4) 

71530(15 2) 

Thermal (inci nuclear) 

21786 

-1928 (-8 1) 

1600(7 9) 

228242(90) 

209405 a 9) 

231213 (8 0) 

214150(11 1) 

192700 (5 1) 

Crude Petroleum (000 tns) 

2052 

-280 (-120) 

42(21) 

24382 (-1 3) 24705 (-11 1) 

26945 (-112) 

30340 (-8 2) 

33020 (-3 1) 

Petroleum Pnducu (000 tns) 

4250 

-581 (-120) 

131(32) 

49493 (1 0) 

48997 (5 2) 

53487 (106) 

48350 (-04) 

48560 (-03) 

Saleable Steel (000 tns) 

1021 

-70 (-6 4) 

87(93) 

10727 (5 0) 

10213 (14 3) 

10454 (-1 1) 

10570 (13 3) 

9330 (1 3) 

Cement (000 tns) 

5029 

-204 (-3 9) 

348(74) 

52923 (83) 

48856(29) 

.54140 (-5 2) 

57100(40) 

54900 (-09) 

£enilisen(N)(00Otns) 

592 

-61 (-9 3) 

-4 (-07) 

6558 (-26) 

6735 (1 2) 

7431 (1 2) 

7300(44) 

6990(37) 

ItoUsers (P) (000 tns) 

182 

-29 (-13 7) 

28(182) 

1590 (-25 9) 

2146 (-10 8) 

2292 (-10 5) 

2560 (24 9) 

2050 (14 5) 

Revenue Earning Goods Traffic 









on Railways (mn uis) 

30 

-2 (-6.3) 

1(34) 

320 (16) 

315(29) 

350(3 4) 

338(62) 

318(2 7) 


Notts-0) SilpencrtpC numeral denotes month (0 which figure iclatu.ei.iupenciipt 7 itandi for July (ii) Figures m brackets are percentage variations over 
the period spedAed or over the comparable (leriod of the previous year (lit) — means not available 
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COMPANIES 


EPW Research Foundation 


RAJASTHAN SPINNING 

Expansion Projects 

THE flagship company of the LNJ Bhil wara 
group, Rajasthan Spinning and Weaving 
Mills IS engaged in the manufacture of spun 
yarn and blended yarn, fabrics and 
readymade garments. For the year 1992-93 
while the company’s net sales increased by 
20 per cent over the previous year, operating 
profitrose by 27.5 percent. Production was 
also higher with the company producing 
10,320 tonnes of yarn (grey and dyed) and 
89 7 lakh metres of fabrics as against 9,288 
tonnes of yam and 88.6 lakh metres of 
fabrics produced last year. 

Of the total sales of 4,165 tonnes of yarn 
from the Bhilwara unit, 782 tonnes of yarn 
valued at Rs 9 crore was exported. 
Similarly, out of the total sales of 6,108 
tonnes of yam at the Kharigram unit (which 
concentrates on export of dyed yam which 
has good potential in the international 
market), 483 tonnes valued at Rs 5.9 crore 
was exported. Fabric exports from the 
Khangram unit touched 1 6 lakh metres 
valued at Rs 1.2 crore out of a total sale of 
96.2 lakh metres valued at Rs 46.4 crore. 
Total exports of the company (a net foreign 
exchange earner) rose by 22.8 per cent 
over the previous year. 

IDespitc the improved operations of the 
company, the heavy interest burden coupled 
with the high depreciation charges have 
taken their toll on the company‘s bottomline. 
In a bid to .streamline its working capital 
management the company has reduced its 
current assets by 8.4 per cent over the 
previous year bringing down their 
percentage to total assets from 53.6 per cent 
inl991-92to49percentin 1992-93 Despite 
a 47.2 per cent fall in net profit the company 
has raised the dividend rate from 14 percent 
to 25 per cent. 

Meanwhile the company has added 12 
second-hand sulzer weaving machines at its 
Khangram unit at a total outlay of Rs 3.9 
crore which are already in full production. 
With the nsingdemand for polyester/viscose 
(p/v)yam in the international maiket, exports 
from India have also picked up from a mere 
50-100 tonnes in 1986 to 16,287 tonnes in 
1992-93out of which the company' s exports 
accounted for 3,866 tonnes. Demand for 
polyester/cotton yam is also on the increase. 
In order to take advantage of the growing 
domestic and international demand the 
company is expanding its spinning facilities 
at Bans wara by adding another 9,216 p/v 
spindles to the existing 18,576 spindles. It 
is dso setting up a project for installing 
9,216 spindles for manufacturing polyester/ 


eotton yarn at the same unit at a total cost 
of Rs 24.3 crore. In order to cater to the 
melange yarn market, the company is 
setting up 9,216 spindles at Bhilwara at a 
total cost of Rs 22.9 crore. Further, it also 
plans to diversify into rock phosphate and 
granite. 

For the first six months of the current year 
(1993-94) the company earned a net profit 
of Rs 5.4 crore on a net sale of Rs 102.5 
crore as against a net profit of Rs 2.9 crore 
on net sales of Rs 75.5 crore in the 
corresponding period last year. Encouraged 
by Its excellent performance for the first 
half of the current year the company has 
declared a 1:1 bonus. The company also has 
plans for a $ 50 million Euro-issue to finance 
Its expansion projects. Meanwhile the 
company’s Gulabpura and Banswara units 
have received ISO-9000 certification, the 
former becoming the first Indian composite 
textile unit to do so. The performance of 
the company in the second half isexpected 
to be even better with the commissioning 
(ahead of schedule) of the expansion 
projects undertaken by it. Further the 
company has also entered into a 
memorandum of understanding with the 
Himachal Pradesh government for setting 
up two hydel power, plants of 86 and 192 
mw capacity respectively. 

PASUPATl ACRYLON 

Successful R and D 

A leading manufacturer of acrylic fibre in 
the country, Pasupati Acrylon improved 
Its performance considerably in 1992-93. 
While the company's net sales increased 
by 24 per cent over the previous year, 
operating profit rose by 37.3 per cent. A 
fall in interest charges and a lower increase 
in depreciation provision coupled with a 
zero tax provision (as in the previous year) 
led to a 567 per cent juQip in net profit. 
The company achieved a 97 per cent 
average capacity utilisation in 1992-93 as 
against a capacity utilisation of 79 per cent 
in the previous year. 

The major de-bottlenecking programme 
undertaken by the company at its unit in 
Thakurdwada was complete leading to an 
increase in capacity from 15,000 tonnes per 
annum (tpa) to 18,000 tpa. The cost of 
setting up the incremental capacity was 
reportedly a mere Rs 20,000 per tonne as 
against the estimated cost of Rs 1.25 lakh 
per tonne for setting up a new unit. The 
company has also completed the addition of' 
one thermostretching line to produce more 
high shrinkage fibre enabling it to offer a 
better product mix to its customers. 


Meanwhile the company’s equity capita)? j 
has increased to Rs 63.5 crore following 
its rights issue of equity shares aggregating 
Rs 18.1 crore made to part finance its 
capital expenditure. 

The company’s R and D efforts have 
resulted in partial substitudon of imported 
tonner and spin finish. It has also developed 
adhesive and polyacrylamide from aciylic 
fibre waste leading to zero waste. The 
company produces wet spun acrylic fibre 
under the wet process technology of Snia 
BPD belonging to the Fiat group of Italy 
which enjoys an edge over the dry spun fibre 
due to lower capital cost and ease in dyeing 
brighter colours (which are preferred in India) 
at a cheaper price. With the acrylic fibie'^ 
industry achieving an annual growth of 15 
per cent, there has been a percepbble shift in 
demand from wool to aciylic fibre. As the 
company imports its raw material, namely, 
acrylonitnle and dimethyle formamide, it 
has resorted to forward covering to minimise 
loss on fluctuation in the exchange rate. 

For the first six months of 1992-93 though 
net sales of the company fell by 8.3 percent 
over the corresponding period last year, net 
profit was stable at around Rs 2.5 crore. 

MODERN SUITINGS 

Rise in Exports 

A part of the Rs 300 crore Modem group, 
Modem Suitings markets its products undw 
the brand name ‘Amadeus’ and is one of the 
largest manufacturers of synthetic blended 
yam in the country. The company posted a 
sizeable increase in sales and profitability 
in 1992-93. While net sales increased by 84 
per cent over the previous year, operating 
profit jumped by a phenomenal 165 per cent 
over the same period. Even though the 
figures for the two years are not comparable 
as the year ended March 1993 is a 15-month 
period, the annualised increase in operating 
profit is 112 per cent. Production was also 
higher with the suitings division at Alwar 
maintaining accelerated growth and the 
company’s new l(X)percentexport-oriented 
denim fabric unit at Ahmedabad 
commencing commercial production. 
Increasing resort to short-term loans with 
the highm working capital requirements 
and the build up of inventory following 
higher production, however, led to higher 
interest cost (op \!Q per cent). Furpwr, 
depreciation charges rose by more thmi 500 
per cent leading to a lower rise of 89 per cent 
in net profit. The company’s expt^ rose 
by 819 percent with exports accounting for 
nearly 20 per cent of net sales as agaimft 
only 4 per cent last year. Encouraged by its 
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Rajasthan Pasupali Modern Kaiyani Sharp RPG 

^ Financial Indicators - Sphiniiis. - __Awl91L_ _ Suitings . _India. Te tecoin 

March March March March March Dec March March Sept Sept 

1993 1992 1993 1992 1993* 1991 1993 1992 1993 1992** 


Income/appropriations 


1 Net sales 

16208 

13513 

13867 

11164 

10725 

5827 

8373 

9576 

8119 

8470 

2 Value of production 

15535 

13293 

14448 

10782 

11668 

5671 

8457 

9276 

8112 

8550 

3 Total income 

15810 

13520 

14536 

10883 

11884 

5980 

8509 

9372 

8122 

8565 

4 Raw matcnals/storcs and spares 

consumed 

9215 

7435 

8388 

6195 

7607 

4234 

6106 

6IX)0 

5038 

5985 

S Other manufacturing expenses 

2036 

1956 

761 

719 

374 

112 

636 

754 

358 

399 

6 Remuneration to employees 

798 

701 

335 

309 

415 

2.14 

.344 

317 

153 

128 

7 Other expenses 

1983 

2033 

1443 

1031 

805 

387 

1351 

1201 

490 

686 

8 Operating profit 

1778 

1395 

3609 

2629 

268.3 

1013 

72 

1100 

2083 

1367 

9 Interest 

815 

847 

1693 

17.59 

990 

385 

915 

888 

420 

615 

profit 

994 

1082 

1958 

1327 

1691 

628 

-751 

216 

1675 

750 

Hnyepreciation 

597 

557 

1424 

1247 

720 

1 14 

217 

181 

298 

428 

il Profit before tax 

397 

525 

534 

80 

971 

514 

-968 

35 

1377 

322 

13 Tax provision 

120 

0 

0 

0 

0 

0 

0 

0 

410 

0 

14 Profit after tax 

277 

525 

534 

80 

971 

514 

-968 

35 

967 

322 

15 Dividends 

155 

92 

0 

0 

6.31 

232 

0 

0 

200 

144 

16 Retained profit 

122 

433 

534 

80 

340 

282 

968 

35 

767 

178 

iLiabilitiefi/asKCts 

17 Paid-up capital 

640 

640 

4536 

4535 

2455 

1.313 

1880 

1880 

400 

400 

18 Reserves and surplus 

2305 

2184 

505 

-29 

5273 

2194 

2.39 

165 

1375 

608 

19 Long term loans 

2895 

2840 

9324 

9482 

3607 

4673 

1684 

1736 

1202 

1323 

20 Short trim loans 

1755 

2064 

.3341 

1874 

16.50 

928 

1821 

1352 

729 

484 

21 Of which bank borrowings 

1755 

2064 

2631 

1769 

1650 

878 

1214 

1130 

729 

484 

22 Gross fixed assets 

7770 

6724 

16540 

15279 

9813 

6144 

4537 

3084 

3215 

3040 

23 Accumulated depreciation 

2949 

2358 

3128 

1706 

1278 

543 

774 

316 

1423 

1126 

!4 Inventories 

2283 

2584 

3169 

2189 

2173 

1057 

13.54 

2031 

880 

801 

■JkTntal asscts/liabilities 

10034 

10046 

19282 

17903 

14550 

10272 

8217 

7964 

5212 

3860 

HRcellaneous items 

!6 Excise duty 

1288 

758 

1009 

609 

260 

64 

1674 

2240 

2124 

2141 

!7 Gross value added 

2484 

3011 

4076 

3875 

2914 

995 

633 

1388 

2287 

1665 

!8 Total foreign exchange income 

3266 

2659 

6 

30 

2114 

230 

195 

68 

0 

28 

!9 Total foreign exchange outgo 

748 

218 

3891 

2972 

1323 

2793 

765 

1550 

718 

582 

iCey rmancial and performance ratios 

■0 Turnover ratio- (sales to total assets) {% 

161.5 

134 5 

71.9 

62.4 

73.7 

56.7 

101.9 

120.3 

155.8 

219.4 

ftl Sales to total net assets (%) 

213.4 

174.9 

78.3 

70.4 

82.6 

64.0 

148 9 

186 6 

219.1 

280.9 

■2 Gross value added to gross fixed 

1 asset; <%) 

32.0 

44 8 

24.6 

25.4 

29.7 

162 

14.0 

45.0 

71 1 

54.8 

■3 RctofA on investment (gn»s profit 

to total assets) (%) 

9.9 

10.8 

10 2 

74 

II 6 

6 1 

9.1 

27 

32.1 

19.4 

4 Gross profit to sales (gross margin) (% 

6.1 

8,0 

I4.I 

11.9 

1.5.8 

10.8 

-9.0 

2.3 

20.6 

8.9 

5 Operating profit to sales (%) 

11.0 

10.3 

26.0 

23 5 

25.0 

17 4 

0.9 

II 5 

25.7 

16.1 

6 Profit before tax to sales (%) 

2.4 

3.9 

39 

0.7 

9 1 

8.8 

-II 6 

0.4 

17.0 

3.8 

a Tax provision to profit before tax (%) 

Is Profit after tax to net worth 
(return on equity) (%) 

30.2 

0.0 

00 

0.0 

0.0 

0 0 

0.0 

0 0 

29.8 

0.0 

9.4 

18.6 

10 6 

1.8 

126 

14^ 

•45 7 

1.7 

54 5 

31.9 

19 Dividend (%) 

25.0 

14.0 

00 

0.0 

25 0 

18.0 

0.0 

0 0 

50 0 

36.0 

10 Earning per share (R$) 

4.49 

8.56 

1.18 

0.18 

4.25 

4.01 

-5.15 

0.19 

24 18 

8.05 

11 Book value per share (Rs) 

47.79 

45.80 

II.II 

9.94 

25.64 

25 66 

5 73 

10 88 

44 38 

25.20 

(2 P/E ratio (based on latest and 

1 conesponding last year’s price) 

37.8 

8.8 

10.2 

99.2 

9.4 

7.5 

-7 4 

96 7 

74 

189 

■3 Debt-equity ratio (adjusted for 

1 revaluation) (%) 

98.3 

100.6 

185.0 

210.4 

61.1 

142.0 

156 2 

84.9 

67.7 

151.1 

^ Short term bank borrowings to 

■ inventories (%) 

76 9 

79.9 

83.0 

80.8 

75.9 

83 1 

89 7 

55 6 

82 8 

60.4 

■S Sundry creditors to sundry debtors (%) 

45 8 

61 1 

49.4 

109.9 

30.7 

54 8 

65 9 

44 0 

28 5 

26.7 

Total remuneration to employees 

■ to gross value added (%) 

32.1 

23.3 

8 2 

80 

14 2 

23 5 

54 ,3 

22 8 

67 

77 

I^Toul remuneration to employees 

■ ^lo value of production {%) 

5.1 

53 

2.3 

2.9 

.3.6 

4.1 

4 1 

3 4 

1 9 

1 5 

as Gross fixed assets formation (%) 

15.6 

9.2 

8.3 

— 

33.4 

— 

1.3 4 

3.3 1 

58 

20 7 

B9 Growth in inventories (%) 

-11.6 

— 

44.8 

— 

105.6 


-33.3 

-1 6 

99 

2.8 


' IS monilis •* 18 months 


foonomic and Mitical Weddy May 28,1994 


1319 



performance the company raised the 
dividend rate to 2^ per cent 

As part of a restructuring scheme the 
suitings division ol the company has been 
merged with a group company, namely 
Modem Syntex The rationale behind the 
merger is that the latter will save a 
considerable amount on sales tax as itearlier 
supplied raw material to the suitings 
division Further the merger will also 
enable Modern Suitings to comentiau on 
denim manufacture and exports 

During the ycat under rev icw the company 
revalued its Alwar unii s assets resulting in 
an increase ol Rs 16 crore in their value 
With the final conversion of the 14 per cent 
fully convertible debentures issued earlier 
by the company equity capital nearly 
doubled to Rs 24 6 crore 

Meanwhile plans tor a tic-up between 
Modem Denim (the new 1(X) percent export- 
onented unit) and i^vis of USA may come 
a croppci with the latter receiving 
government approval lor setting up a 100 
pci ceni subsidiary in Inch t 

KAl YAM SHARP INDIA 

Groiving Competition 

A |oim vciiiiiu between KIniat Forge and 
Ml up Corpoi.ition of Japan Kalyam Sharp 
India vvliic h m itkcts its products under the 
hiindnime Optonica holds lourth position 
in 111 lelcv ision set scctoi commanding a 6 
|Kr cent m uket share The company also 
has a technical coliabontion with Sharp 
roiporition which holds 1 40 per cent stake 
III the companv In line with the declining 
iii.iikct loi consumef clectromcsin 1992-91 
iIk lomp inv s iv i 12 6 per cent tall in net 
mIcs mimlv (Ilk to I slurp fall in sale ol 
Vt'Rs/V( IMioinRs 1 ’ Scrorcin 1991 92 
iciRsIt liiorc rhcpopuhrityofcableTV 
vchklih ISCnsiindtill compm\ ssuccessin 
llic coliMii I\/H<S.\f\ rVsclsiiU)i iionic ills 
Ins led to the slurp drop m its \CR/V( P 
siks 111 hi Iki [lodllct I cost lid to 
pii ssiiiv on III u Ills k iiliiiu 1 (liasiii I ill 
ol Ol s per lint in opii iliii pmlii Fhe 
lieaw mil rest huidt I vvlti'i iicounted'cu 
lOOpiriiiitol ncisilis tiid I u 'Opcrctill 
higher depieiiilion pinvisiin which was 
mainlv dm to ilic VC R plant could not he 
adiqii III K compcnsitcil )>v in incicase in 
s lies li iilin to 1 lie’ loss ol Rs 9 7 crore ,is 
iMirist 1 11 11 mil p otii III ihe picvinns 
M K Dll 111 I \p ' Inn* liiiwiver llic 
coil p m\ 1 1 ilouiicil I ct icspoiliM' t SVs 
\ ' Iv I '' 1 1 s 1 ' sp 1 s nmic 

V 1 I I I \( R / 

\ < I s tin V I lev \I 1 1 I' c lie 11 IlltUli 
111 limp M. R I <! t wIucIms under 
III, min <1 IS I I r ,1 1 eeililek with 

till lomi Ml I 1st II • Ihe remaining 
1 iipl n in I I I 1 ' I vif the 


company claims to have initiated steps to 9,57,496 ckm cables A fall in operating 

restructure its operations by reducing expenses led to a 524 per cent nse in 

production costs, changing the product mix operating profit Lower interest and 

and introducing new products In line with depreciation charges led to a steep jump in 

this strategy the company has introduced a net profit despite a Rs 4 I crore tax 

senes of audio systems chnstened ‘Music provision (zero provision last year) for the 
Tower* and ‘Audio Wall’ The additional year The company raised the dividend rate 
investment, according to Bhargava, from 36 per cent to SO per cent in 1992-93 
managing director, is only Rs I 5 crore as With the target of new telephone 
the company’s existing manufacturing connections being revised upwards from 1 5 

facilities lorvidcoandTV equipment can be millionconnectionsto2millionconnections. 

utilised tor production of the new products demand for telecommunications cables is 
Ihc reduction in the CTV excise duty expected to rise substantially To take 
races and customs duty on components used advantage of this die company is increasing 
by the electronic industry in the 1993-94 its Mysore Factory's capacity from 10 lakh 

budget brought some relief to the consumer ckm to 18 lakh ckm at a total cost of Rs 18 

electronic industry The fast growing crore To finance the expansion programme 
replacement market and the increasing which is expected to be completed in 1993-94 
popularity of cable TV and other satellite the company recently entered the capital 
channels is expected to turn the fortunes of market with a nghts issue of equity shares in 
this industry However with several world the ratio of seven shares for every five 
leaders eyeing the Indian maiket, maintaining shares held leading to a nsc in the company’s 
the company’s market share which has equiiycapitalfmmRs4aorctoRs96crorc 
reportedly climbed to 8 per cent in 1991-94 With a view to further consolidate its 
may prove difficult With lU restructuring position in the industry, the company is in 
moves the company expects sales to touch theprocessofintroducingapublicelectronic 
Rs 150 crore in the 1993-94 with the new mail service in collaboration with Sprint 
prcxJucts contributing marginally to total International of USAunder a licence granted 

sales Porthcfirstsixmonihsot lW3-94the by the Department of Telecommunications 
company's net sales increased to Rs 517 (E)OT) It also has plans to extend the 
crorefromRs44 6crore in the corresponding strategic alliance with Sprint International, 

period last year and net loss was also lower a world leader in value added services such 
at Rs 2 5 crore (Rs 5 1 crore) as E-mail, EDI and Video conferencing, to 

telecommunications software Further, it is 
RPG TELFCOM also examining other profitable diversifica¬ 

tion opportunities for manufacturing 
Value Added Services telecommunications equipment With the 

DOT exploring possibilities of procuring 
In line with the excellent performance of cables, switching equipment and other 

the telephone cables industry RPG Telecom critical inputs on lease or on deferred 

(formerly Karnataka Teiccables), which was payment basis in order to overcome 

jointly promoted by the Karnataka State resources crunch, the company has set up a 

Industrial and Development Corporation separate company christened. KTL 

(KSIDC) and Asian Cables Corporation, industrial Finance Company, to take 

improved Its performance in 1992-93 With advantage of the opening in the financial 

demand in the industry far outstnpping services business, i e, lease financing, hire 

^UJ)|^ly I mph ISIS is on higher production purchase and deferred payment 
The company s I ictory at Mysore produced With the commissioning of Ihe expanded 
9 69,102 ckm jells lilted telecom cables capacity of the Mysore factory the 
rcprcscntmi; ilOpcrccntincreasoinoutput company’s production and sales are 
on .111 innu iliscd basis (previous year was expected to increase substantially in the 
111 IS inon’Ii period) while sales rose to current year (1991 94) 
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INTEaRNATIONAL AFFAIRS 


* Narasunha Rao 'Msits Jurassic Park 

GPD 

More than the prime minister and the ruling party, it was the media wfUch 
were determined to present Narasunha Rao's US visit as an outstanding 
event and an unqualified success. The reason was that the Indian elite 
feared that a less than succes^id visit by the Indian prime minister to the 
US would jeopardise the ecoruumc reform prognunme. 


GOING by all that the media have said and 
repotted and which has been an impressive 
volume by any standards, Rao's visit to the 
US has bMn some kind of an event at least 
^ here in India, if not quite in the US. This is 
^ notthefirsttimethatanindianprimeminister 
has visited the land of milk, money and green 
cards. Nor will it be the last. Nehru had gone 
there. So did Mrs G and Rajiv Gandhi. We 
have never been to that land of liberty but, 
going by thedifference it seems to have made 
to Rao, visiting the land of the Chakravartin 
(emperor of the I'orldjdocsseemtodoalot 
of good to the heidth, confidenceand language 
of the visitor concerned. Not more than 
twenty'five legislators might have been there 
to listen to Rao’s address to the US Congress, 
but the rhetorical skills and articulation that 
Rao demonstrated in that land of semi- 
educatedpeoplelikeClintonwereremarkable 
by any standards. 

This Utne, however, Rao had an advantage 
which Nehru, Mrs G of Rajiv Gandhi did not 
quite possess in terms of Indian media 
attitudes. More than the prime minister and 
the ruling party, it was the media which were 
keen on presenting the visit of Narasimha 
Rao to the US as an outstanding event and an 
unqualified success. Not unlike Clinton, our 
media masters believe that “the economic 
reform” initiated by Narasimha Ran and 
Manmohan Singh has been a great thing to 
have happened to India. A less than successful 
^ visit to the US by the prime minister might 
"jeopardise the economic reform. It was 
therefore a foregone conclusion that our 
newspaper fraternity was going to use its 
great linguistic skills to establish what great 
success the trip had been. Never before has 
die Indian prime minister got such a friendly 
press to cover a visit abroad. It is a safe guess 
that given this eagerness on the part of the 
scribes, even a.disastrQus visit would have 
been projected as a succipss. TheeliteofIndia 
cannot afford a situation in which an Indian 
prime minister’s visit to Washington is 
presented as less than successful. (That it 
„ might actually be so is not relevant to the 
^ argument here. What are facts anyway?) 
Once dtis is understood it is easy to see that 
a routine, less than colourful visit has turned 


itself into a significant diplomatic event 
That the American media have not seen the 
visit quite in such glowing terms would 
underline the point that we are trying to 
make. Even the famous speech to the 
Congress was relegated to an insignificant 
place on page three by a leading American 
newspaper. If the media are fnendly, minor 
events can turn into major events. In other 
words, it was a grand success, except that it 
was a grand success here in India rather than 
there in the US. 

No, we do not mean to suggest that 
Narasimha Rao’s address to the US Congress 
was not well drafted and clever. It certainly 
was. ’The difficulty is that the Americans do 
not quite have the time for or interest in the 
linguistic and diplomatic cleverness which 
marked the speech. They arc interested in 
business and businesslike talk goes down 
best with them. The Chinese have 
demonstrated that. Both on the quciition of 
nuclear proliferation and human rights they 
have defined the bottoraline below which 
they would simply refuse to move. It is not 
clear if India has that clarity and, if it has, 
whether the Americans have been given 
to understand that the government of India 
caimot be a party to an arrangement which 
undermines national sovereignty (in case of 
human rights) and equality among states (in 
case of nuclear proliicration) All that one 
has read on Rao's visit to the US has not 
given one any confidence that we have stood 
(and intend to stay in future) our ground on 
both these questions. 

There are many in this country who think 
fiat the human righu and nuclear questions 
should mH and cannot be circumscribed by 
national sovereignty. But that is neither 
Rao’s personal nor the government of 
India’s official position. Success of a prime 
minister’s visit has to be judged in terms of 
his government’s stated policies. In that 
context all that can be said is that no further 
concessions were made during this visit. On 
the nuclear question, a general position that 
there ought to be world nuclear disarmament 
was reiterated. But then what docs it really 
mean? Docs it not amount to accepting that 
there would be only a few nuclear powers for 


a number of years to come? If so, why shy 
away from the fact that India cannot be one 
of them without inviting substantial and 
irresistible American pressure? Lack of 
nuclear power status is not and cannot be a 
major security problem for India. A favourite 
argument one has heard many times relates to 
keeping India’s options on the nuclear 
question open. This is a position which does 
not make much sense. If India (or any other 
country) does not wish to be a nuclear power, 
keepng the unusable option open is neither 
meaningful nor useful. 'There is reason to 
believe that the Americans have now 
understood this. Consequently, Rao’sposition 
was close to the American position, liiis may 
not be good or bad in itself. The point simply 
is that Rao merely reiterated Indo-American 
convergence on the nuclear question. Of 
course, he did it in good language. But the 
fact that our foreign policy, like the economic 
policy, IS firmly within the western and 
Amencan orbit should not be forgotten. 'That 
is the success our media are celebrating just 
as they are celebrating new directions 
in economic policy. As foreign policy does 
not usually directly lead to inflation and 
unemployment and the like, it was easy to 
do so. 

The same thing is true of our ‘success’ on 
the Kashmir question. No matter what the 
American statesmen might occasionally say 
or do. It would be a fairly accurate guess th^ 
the Amencans are not and would not be 
interested in the problem of Kashmir. If the 
governance in Kashmir were to collapse in 
future it would be a different stoiy. But 
otherwise it would be a reasonable calculation 
to make that the Americans would not be 
interested in the liberation of Kashmir or 
Tibet or Punjab. The Amencan attitude has 
been less than friendly on the Kashmir 
question, but that has very little operational 
significance. In other words, US policy has 
been to keep some distance from the Indian 
national ambitions. But that does not amount 
to giving up keeping Pakistan supplied with 
militaiyhelp.Raoclearly andunderstandably 
drew a blank even on this score. 

To be sure, that was only to be expected. It 
would be difficult to think of a state today 
which would support India unequivocally on 
this question. If we wanted to believe (as we 
seem to) that any state sayingthat the Kashmir 
question should be settled bilaterally within 
the context of the Shimla agreement actually 
means support to India, nobody can stop us. 
Uui .ittic thought would tell us that even the 
Shimla agicement was an attempt at keeping 
the issue of Kashmir m suspension. The 
government of India might get away with 
it. We do not know. The Amencans have 
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simply decided (o play up to the suscepti¬ 
bilities of the Indian elite by reiterating the 
‘bilateral' nature of the Kashmir problem. 
There has been a quid pro quo there too. The 
Rao government decided to accept American 
.sensi bi 1 1 tics on the I ndian mt SSI le programme. 
We shall not he surprised if the Amencan 
government were to ignore Rao government' s 
missile exercise just before the general 
elections in 1996. But whether or not that 
happens, postponement of ‘Prithvi’ made 
our brave statements on keeping the options 
open less than credible 
It was quite a coincidence that Rao left for 
the US when Spielberg's film ‘Jurassic Park’ 
opened in Delhi The Americans are the new 
dino.saurs of the international system making 
everyone run fur life till their supremacy is 
accepted. 01 course, modern-day dino.saurs 
do not have to kill. They force everyone to 


liberalise, liberalise economic and political 
sovereignty that is. This famous media- 
friendly trip to Jurassic Park has legitimised 
the beginnings of the destruction of so¬ 
vereignty. The process had begun in the 
finance ministry. Now the I^’s visit has 
underlined the fact that there is politicai will 
behind accepting the new world order being 
dictated and dominated by the American 
dinosaurs. Spielbo-g’sprotagonistshavethe 
freedom to run away from dw Jurassic Park. 
Rao and therefore other Indians do not have 
that freedom. The only freedom is to make 
our decline look like a successful ascent. So 
goon slaying with words. The Americans and 
thctransnationals will play with oursovereignty, 
both political and economic. Our leaden will 
play with words and make it appear th^ all is 
well with potential slavery. Ointon is in 
Jurassic Park and all is well with the world. 


COMMENTARY 

NEW DEI,HI 

Under the US Umbrella 

BM 

What is happminf’ in Indo-US relations cannot be dissociatedfrom the 
far-reaching shifts in the socio-economic and political priorities of the 
rulers in New Delhi. 


THE porlenl\ arc indeed turning out to be 
grim lor the economy and polity. The 
government and its suppoiters have for long 
entertained the smugcxpcetation that having 
agreed to follow economic policy adju.stmcnls 
based, above all, on the opening up of the 
Indian market for foreign capital, in particular 
multinaiional corporations, India under such 
a new sucio-cconomic and political dispen¬ 
sation will be given a cosy place in the 
political-strategic global oidcrundertlic hege¬ 
mony of tlie US. The visit of prime minister 
P V Narasimha Rao to the US should have 
dispelled any such illusion. But guided by 
narrow vested interests, there has been a 
concerted effort to celebrate the visit as a 
great success. 

t. After the pompous talk of consensus 
^ politics,NarasimhaRaohasbeenincreasingly 
. adopting aggressive postures in the domestic 
I’ arena. Abroad, he has been grovelling for 
I favours which he obviously believes may 
: give him some staying power, at least among 
' the upper segments of India's fractured 
^society. These features of the manner of 
'.Narasimha Rao’s functioning have been 
^further emphasised by his excursion to 


Washington and his brief 'working' meeting 
with president Clinton. 

The US administration took up, in advance 
of the visit, highly adversorial positions on 
sensitive issues such as nuclear proliferation, 
Kashmir and India’s place in ^uth Asia, in 
particular in relation to Pakistan. But Rao 
kept .sayingthat he was not awaieofany pressure 
on him. In reply to a question in pariiament, he 
claimed that he did not consider the US demand 
that India ‘cap* its Agni project as amountingto 
US ‘pressure’. There was no worthwhile 
explanation either of the ‘pieparatory nego¬ 
tiations' preceding Rao’s visit between US and 
Indian officiais in far-aw^r London. 

The managed media has beeniModcynically 
to project Rao as having returned from 
Washington ‘taller’ and ‘stronger’, but any 
perceptive observer would have been struck 
by the obsequiousness of his performance in 
the US. This became stark in what was called 
thejoint press conference of the Indian prime 
minister and the US president. Set up after 
Rao's 40-minute priv^ laikt with Clinton, 
the press conference turned oat to be enliiely 
that of Clinton who was forthright anddifect 
in his presentation of the US poridon in 


relation to India. The only intmentkm that 
Rao made, or was allowed to make, was to 
denythathisarm had been twisted by Clinton. 
His ann, he said, was intact and had not been 
touched by the president. 

Those who have applauded Rao for 
escaping arm-twisting by the US president 
should know that the art of arm-twisting is 
more sophisticated than arm-breaking and 
even Indian policemen tty to remember that 
sometimes. It is signiftcant, in this context, 
that Rao did not contradict Clinton when he 
pooh-poohed India’s strong protests against 
Pakistan’s terrorist activity in Kashmir. He 
expressed his disagreement with ^nton’s 
renuukthat Pakistan’s interferencein Kashmir 
had been scaled down only afterwards at a 
separate meeting with Indian pressmen. 

The claim made in Indian official quarters 
that Rao did not succumb to US arm-twisting 
since he did not openly concur with Clinton 
on the question of nuclear proliferation is 
rather specious. Ointon made it clear that the 
US was calling on India to give up its npelear 
option. He asserted that this would not impair 
ihe.<iccurity of India, for alternatives to nuclear 
deterrence were available for ensuring 
security, and pointedly referred in this context 
to Germany and Japan. This was an open 
invitation to India to coir ' under the US 
protective umbrella. Significantly, before his 
meeting with Clinton, Rao had already met 
the US defence secretary and “accepted in 
principle the US suggestion for military-to- 
military co-operation’’. On the Kashmir issue 
too the spirit of Rao’s parleys in Washington 
was clearly not in tune with the resolution 
recently adopted with much fervour by the 
Indian parliament ruling out any talks till 
Pakistan vacated the Ka.shmin territory under 
Its occupation. What has been readily accepted 
instead are negotiations on the basis of 
equality with Pakistan as stipulated by 
Wa.shington. However, to what extent Rao 
submitted to US diktat on sensitive issues 
like the nuclear option and Kashmir is yet to 
surface fully. 

Those who talk of Rao's discussions in the 
US as consisting of two parts, economic and 
political, are being facile. The suggestion 
that It was a triumph for Rao oirthc economic 
front even as he came through unscathed on 
the political issues is wholly untenable. Far 
from the multinational corporations 
constituting a lobby to promote India’s 
interests in US, they will be coming to India 
on terms set by them—terms which have 
become progressively stiffer in the last three 
years, including guarantqetkjeturns which 
will ensure full recoupmpnt of capital invested 
in less than five y^ even as high profits 
cemtinue to be reparoated in perpetuity. This 
is 8 fool-proof arrangement for mulcting the 
Indian consumer and dxploiling Indian labour 
and natural resources. 
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What is happening in Indb-US relations 
cannot be dissociated from the far-reaching 
adjustments m the socio-economic and 
political pnonlies of the rulers in India. 
Starting with the launchingof the IMF-World 
Bank sponsored programme for the structural 
adjustment of the Indian economy in the 
middle of 1991 and the signing of thie GATT 
treaty, the government of Narasimha Rao has 
chosen step-by-step to discard what have for 
long been regard^ in India as issues of 
national concern, economic and political. 
Such disregard of the imperatives of public 
welfare is necessarily subversive of the 
principles of a democratic order. It is not 
surpnsing, therefore, that democratic norms 
in the functioning of the government as well 
as the ruling party are being cynically violated 
by Rao and authoritarian ways are being 
adopted to curb popular discontent as well as 
political dissent. With his mass base eroding 
last, Rao has not hesitated to take all steps— 
gathering economic vested interests around 
him, fostenng factionalism in his party, 
arranging defections from other parties, 
securing the support of foreign powers and 
interests—^in ordn to entrench himself in the 
office of the prime minister. This has begun 
to be affirmed openly by his .supporters and 
publicists after his US visit. Big business 
interests which have forged close links with 
multinational corporations enjoy sp)Rcial 
consideration in official quarters, in contrast 
to the growing misgivings even among trade 
and industry circles and their associations 
with much broader support bases. 

In the emerging conditions it would be a 
grave error on the part of political parties and 
personalities, especially the forces of the left 
and the centre, not to take cognisance of the 
gravity of the socio-economic and political 
transition being promoted. The need is for a 
positive political and social alliance on the 
basis of clearly delineated object! ves, political 
sovereignty and socio-economic develop¬ 
ment with concern for-mass welfare and 
progress. A broad social and political 
campaign against the GATT treaty is already 
making possible some advance in this 
direction. Rao’s visit to Washington and 
what it poitends must reinforce the strivings 
of all political parties and social organisations 
to bring about a realignment of political 
forces. A thorough reappraisal of develop¬ 
ments in India’s political ecommy during 
the 80s, which are unfolding with all their 
implications and dimensions in the 90s, has 
now assumed great importance. A view had 
begun to emer^ among the ruling elite in the 
middle of 70s that having achieved what was 
described as the mid-stage development of 
the economy—mass proverty notwith¬ 
standing—India should distance itself ftom 
the poor developing countries which, after 
gaining independence, had come toge^ in 


G-77. It was suggested that India should 
e.stablish and promote closer relations, 
economic and strategic, with the developed 
countries, in particular the US. This also 
gave rise in due course to hankering for a 
regional power status for India. Third world 
solidarity and south-south co-operation 
ceased, step by step, to be prionty concerns of 
the government's foreign policy. This was 
the starting point of the so-called 
‘reorientation’ of India’s socio-economic 
development strategy which has become stark 
in the 90s and is impelling far-reaching 
changes in the quality and thrust of India's 
domestic politics as well as foreign policy. 

It is not at all surprising that a vanety of 
pressures from different quarters and on 
different issues have been mounted to 
circumscribe India’s policy options all along 
the line. There is undoubtedly a thin upper 
crust in Indian socimy—vested tnterc.sts in 
business, academia and politics—which is 
keen lo partake of the joys of what is called 
the globalLsation of the economy and polity. 
These interests believe that since India has a 
large market to offer to foreign multinational 
corporations, they will be show/i some 
accommodation by the other side in due 
course. These avid salesmen of Indian labour. 

SAMEEKSHA TRUST BOOKS 


natural resources and consumers have gone 
gaga over their friends in high places in US 
and elsewhere—for instance, the 22 American 
muRinational corporations which have 
combined to form an Indian Interest Group 
and similar other groups abroad, which it is 
being assumed will show benevolence 
towards similar interest groups in India. Those 
who sec in a strategic alliance with the US 
and an open door for multinationals the path 
to economic growth and modernisation do 
not hesitate to dei ide the very idea of national 
sovereignty. One among them had declared 
with typical cynicism, when India was forced 
to accept abject condtuons in return for m 
IMF loan in the middle of 1991, that “a small 
farmer or landless labourer is willing to grovel 
and accept any number of conditions in order to 
get a loan from the local bank or moneylender”. 
The point, as they see it, is that the prime 
minister's visit to Washington is very mudi 
akin to the grovelling of the poor peasant in 
seaidioftinancial support from themoneylender 
and there is no need to be squeamish about it. 
Here was the prime minister rushing to 
Washington on.suddensummonsfrom the While 
Houseintotal disregard ofthe advene conditions 
created by U.Sdiplomacy and the strong popular 
protests against the vi.sit. 
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Poverty Ratio as a Variable in the 
Devolution Formula 

K Madhava Rao 
D Subbarao 

The poverty ratio, the way it is presently defined and measured, is a poor 
candidate for use in the formula for the inter se distribution among states 
of the shareable pool of taxes. 


AS the Tenth Finance Commission prepares 
to finalise its award in the next couple of 
months, one of the major issues it will have 
to decide on will be the formula for the mier 
se distribution among states (devolution 
formula) of the shareable pool of taxes. 
The formula we now have is the product of 
refinement by successive Finance Commis¬ 
sions to rellect as accurately as possible the 
requirement of each state on a normative 
basis. This formula, giving large weigh- 
tages to the level of 1971 population and the 
per capita State Domesuc Product (SDP), has 
been widely accepted to be objective and 
equitable. However, with each Finance 
Commission the formula becomes an open 
question. There has beoi some debate recently 
on the candidacy of poverty ratio (proportion 
of population below poverty line) as a vari¬ 
able in the distnbution formula. The purpose 
of this paper is to evaluate that candidacy. 

In our view, a variable must fulfil the 
following criteria in order to qualify for use 
in the devolution formula: 

(i) It must reflect the extent of backwardness 
of the .state. In other words, it must be a 
statistically ‘good* estimate of the state 
of well-being or otherwiseof the people. 

(ii) Its estimation methodology should have 
a sound conceptual basis free of any 
value judgment. 

(iii) There should be broad agreement on the 
methodologyof estimation. Conversely, 
the estimate should be robust and 
unbiased under variations in 
methodology of estimation. 

(i v) The data used for the estimate should be 
statistically reliable. 

Poverty ratio, as a variable, fails the test 
when evaluated by the above criteria. The 
strongest objection to the use of poverty ratio 
is undoubtedly the wide divergence of 
opinion on its definition and measurement, 
file official estimates of poverty released by 
the Planning Commission arc anchored in a 
calorie norm of food intake with dis¬ 
aggregated adjustment for age, sex and 
occupational structure of the vanous segments 
of the population. Indexed to the 1973-74 
price line, the estimates have been updated 
every five years using a deflator derived 
from the National Accounts Statistics 
(NAS), which has been found to correspond 


closely to the weighted pnee index of the 
consumption basket of the poor. 

Two important characteristics of this 
poverty ratio estimate warrant explicit 
recognition. First, it is a single aggregate 
index for the whole country, presupposing 
uniform food habits, preferences, caloric 
requirements, consumer patterns and price 
trends across the country. Second, although 
anchored in a calorie norm, the estimate 
makes an allowance for non-food consump¬ 
tion needs as well but—and this caveat is 
important—the non-food consumption 
expenditure is measured by observed 
consumer behaviour and not with reference 
to any normative standards. 

An Expert Group (EG) appointed by the 
Planning Commission under the chairman¬ 
ship of the late D T Lakdawala “to look into 
the methodology forbstimation of poverty 
at national- and state-level and also to go into 
the question of redefining poverty line, if 
necessary” (report datelined July 1993) 
attempted a refinement in the measurement 
of poverty ratio by converting the aggregate 
all-India consumption basket representing 
the threshold calorie intake into monetary 
equivalents by using state specific pnee 


indices. The EG was sensitive to the fact 
that this was only a half-way measure. For 
instance, it did recognise the need for 
determining state specific calorie norms to 
account for vanations in calorie require¬ 
ment arising from climate, terrain and 
occupatipnal structure but could not build 
It in for want of data. The EG debated the 
issue of a state specific commodity basket 
as well to allow for differences in food 
habits as also preferences between food 
and non-food consumption but decided to 
stay with a standardised commodity basket 
"in order to enable comparability across 
states and over time”. 

The findings of the EG are striking not 
only because of the extent of divergence 
from the official estimates but also because 
of the change in the inter se ranking of the 
states as per the poverty ratio. Table I 
indicates the official and EG estimates of 
the poverty ratio for 1987-88 along with 
the per capita State Domestic Product (SDP) 
forthe 17 majorstates. Evenapurely heuristic 
assessment would reveal that there is no 
correlation between the two different 
estimates of the poverty ratio or between 
cither of the estimate.* and the per capita SDP. 

It is in this fuzzy background that the 
candidacy of poverty ratio as a variable in the 
devolution formula has to be evaluated. It is 
intriguing that states with higher per capita 
incomes also have higher poverty ratios and 
vice versa. Tamil Nadu, for example, has a 
per capita SDP that is nearly oire-and-a-half 
times that of Rajasthan, but its poverty ratio 
IS also significantly larger than that of 
Rajasthan as per both official and EG 
estimates. Gujarat and Tamil Nadu, to take 
another example, have roughly the same 
levels of per capita SDP but differ vastly 
when compared by the estimates of poverty 


Table I: Psa Camta SDP and Poverty Ratios, 1987-88 


State 

Per Capua 

SDP at Ciincnt 
Prices (Rupcesi 

2 

poverty Ratio 

Planning Expert 

Commission Group 

3 4 

1 Bihar 

1904 

40.8 

53.0 

2 Orissa 

2194 

44.7 

57.9 

3 Rajasthan 

2310 

24.4 

32.0 

4 Unar Pradesh 

2362 

35.1 

47.6 

S Assam 

2589 

22.8 

29.6 

6 MarBiya Pradesh 

2657 

36.7 

46.1 

7 Andhra Pradnh 

2869 

31,7 

26.1 

8 Kerala 

2888 

17.0 

28.5 

9 Jammu and Kashmir 

2954 

13.9 

39.5 

10 Karnataka 

3181 

32.1 

39.5 

II Himachal Pradesh 

3185 

9.2 

13.8 

12 West Bengal 

.3247 

27.6 

33.5 

13 Gujarat 

3264 

18.4 

22.0 

14 Tamil Nadu 

3374 

32.8 

40.7 

IS Haryana 

4387 

11.6 

17.3 

16 Maharashtra 

4647 

29.2 

35.8 

17 Punjab 

5719 

7.2 

14.3 

All-India 


29.9 

38.0 


Sources: ftt capita SDP fioffl Ectmormc Survey 1993-94. Government of India. Poverty ratios from 
Report of Expert Group, Planning Commission. Government of India, July 1993. 


1324 


Economic and Political Weekly May 28, IJW 



ntk». Surprisii^y. tome of the states widi 
high pove^ ratios such as Mahanshtn and 
Karnataka actually enjoy a surplus in their 
I non-plan accounts even before devolution. 

A possible explanation for this counter¬ 
intuitive finding is that states with lower 
poverty ratios have mote equitable income 
distributions. Notwithstanding the causal 
relationship posited betweoi poverty and 
inequality, to assume a positive and strong 
correlation between the two indices across all 
the states of the country—^which aftn all are 
artificial geographic entities—will be hi^ly 
questionable. Even granting the existence of 
a causal relationship, a devolution formula 
based on poverty ratios would in this 
scenario tantamount to not so much helping 
backward states as to rewarding states which 
have made no effort towards more equitable 
pncome distribution. 

Inasmuch as the Finance Commission is 
mandated to build into the devolution formula 
a bias in favour of backward states, the 
question to be asked is to what extent the 
poverty ratioofastate reflects its ‘backward¬ 
ness’. Ifpoveity ratio were a ‘good’estimate 
of the level of deprivation of the people, it 
would be reasonable to expect a rough 
correlation between a low poverty ratio and 
indices of ‘quality of life'. Table 2 shows a 
comparative picture of the per capita SDP, 
poverty ratios and some broadly accepted 
indices of human well-being for the four 
smithem states. AndhraPradeshwithalower 
[poverty ratio than Tamil Nadu under both 
official and EG estimates curiously lags 
behind Tamil Nadu in all the four indicators 
of quality of life. The correlation betweai 
poverty ratio and human well-being is 
striking—by its total absence. Ihe use of 
poverty ratio as a measure to help backward 
states under these circumstances would not 
only be indefensible but also gros.sly unfair. 

Anchored as it is in a calorie norm, the 
poverty ratio is at best an indicator of ‘food 
poverty’; it clubs the hard core poor with the 
marginally poor and as such is a bad proxy 
for the state of well-being of the people. This 
latter variable depends, apart from personal 
consumption pattern, on items of-social 
infrastructure such as hygiene and sanita¬ 
tion, potable drinking water, availability of 
power and access to health and education, 
etc. In his supplementary note to the EG 
Report. P V Sukhatme explains how the 
productivity ofa person is a function, notof 
the quantity of food taken, but of tiie food 
absorbed. Food absorptive capacity, in turn, 
is critically dependent on the quality of 
social infrastructure mentioned aimve. It is 
perfectly possible, says Sukhatme, for a 
person to be taking food at or above the 
‘poverty level’ but still getting trapped in a 
vicious circle of low levels of he^th and 
productivity—because of low quality social 
infnsinicture. Conversely, a person with 
food consumption level even below the 


povet^normmaybeaijoying higho’levels 
of productivity and h^th as a result of 
higher absorption capacity made possible by 
access to social infrastructure. 

More comprehensively, social intiastruc- 
ture should alto include access to amenities 
such as post office, telephone, railway and 
bus connection, roads, power, markets, 
entertainment, fire and police protection, 
access to legal systems, etc. The ability of a 
state to improve and expand social infra¬ 
structure is a function of the quantum of 
public expei^iture on these sectors and the 
efficacy of its delivery systems. It is the 
capacity of the state in providing social infra¬ 
structure that the FinanceCommission should 
focus on. It has been hypothesised that the 
quantum of public expenditure in these 
sectors is positively correlated with per 
capita SDP. Even without rigorous eco¬ 
nomic analysis, the data at Table 3 pertaining 
to the four southern states appear to bear out 
this hypothesis. Inasmuch as the Finanqe 
Commission's intention is to ensure that all 
states are capable of providing basic mini¬ 
mum needs for human wcli-being.i the devo¬ 
lution should be based on per capita SDP. 
Poverty ratio is an unsuitable variable. 

There is another major reason that makes 
poverty ratio a subjective, arbitrary and 
questionabieindicaturofthe nature orextent 
of backwardness of a state. As mentioned 
earlier, the NSS data, on which poverty 
measurement is based, records ‘actual’ 
expenditure on food and non-food consump¬ 


tion items. A poverty measure derived from 
this data therefore fails to capture the impact 
of subsidised provision, if any, of items of 
social consum^ion such as heal^ education, 
sanitation and housing. 

It is possible, and indeed highly probable, 
under this system of measurement for two 
persons with personal consumption 
expenditures at the threshold poverty level to 
be enjoying vastly different ‘levels of well- 
being'. Itisevenpossiblethatafamilybelow 
the poverty line in a ‘richer’ state has a belter 
quality oflifeintermsofhealth and education 
than a family above the poverty line in a 
‘poorer’ state.Iftheguidingprinciplefbrthe 
Finance Commission’s award is to help 
b^kward states come up to the minimum 
normative levels in social infrastructure, any 
devolution based on poverty ratio would 
militate against this principle. 

To summarise, poverty ratio, the way it is 
presently defined and measured, it a poor 
candidate for use in the devolution formula 
for a variety of reasons. First, because it is a 
distorted indicator of (a) the state of well¬ 
being of the people; (b) the nature and extent 
of backwardness of a state in terms of social 
infrastructure; and (c) the ability of the state 
to provide social infrastructure at theaccepted 
normative level. 

Second, there is as yet no unanimity on the 
methodology forthc measurement of poverty 
ratio as evidenced, for example, by the 
divergence in the official and EG estuiMtes.' 
While using any esbmatc of poverty in the 


Table 2; Poverty Ratio, SDP and Indices of Quauht of Life 


Sude 

Per Capita 

Povertv Ratio 

Infant 

Birth 

Death 

Literacy 


SDP at 

Plaiming 

Expert 

Mortality 

Kate 

Rate 

Rate 


Current 
Prices (Rs) 

Commis- 

Group 

(1988) 



(1991) 

1 

2 

3 

4 

5 

6 

7 

8 

1 Andhra Pradesh 

2869 

31.7 

26.1 

63 

27 4 

10.2 

44.1 

2 Kerala 

2888 

17.0 

28 5 

22 

20 3 

6.4 

89.8 

3 Karnataka 

3181 

32.1 

39.5 

46 

28.7 

88 

36.0 

4 Tamil Nadu 

3374 

32.8 

40.7 

SI 

22 7 

9 3 

54.6 


Noutr (i) Datarelaie to the year 1987 unless otherwise specified. 

(ii) Data in columns 3.6 and 7 are per 1,000. 

(ill) Literacy rate is percentage of literate population in total population aged seven yean and 
above. 

Sources', (i) Per capita SOP from Economic Survey 1993~94, Government of India. 

(ii) Poverty ratios from Report of Expert Group. Planning C^ommission, 1993. 

(lii) Odier indices of quality of life (columns 5,6,7). Sample Registration BuHetin, Registrar 
General of India, 1989. 


Table 3: Per Cafita Exfenoiture on Sooal Sectors. 1987-88 


Slate 

1 

Per Capita 

SDP at Current 
Prices (Rs) 

2 

Social Security 
and Welfare 

3 

Medical and 

PH 

4 

Educaiioa 

5 

1 Andhra Pradesh 

2869 

7 

29 

118 

2 Kerala 

2888 

18 

40 

191 

3 Karnataka 

3181 

24 

31 

I4S 

4 Tamil Nadu 

3374 

14 

36 

128 


Sources: Figures of expenditure, RBI Bulletin, December, 1989. 
Population, 1981 Census. 
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devolution fomula would beenoneous.using 
the EO estitnate would be indefensible. The 
refinement introduced by the EG is some what 
of a half-way house and cannot be accepted 
luiless the refinement is earned to its logical 
conclusionby way of(a) state-specific calorie 
norms taking into account variations in 
climate, tenain and occupational structure, 
(b) state-specific consumption baskets 
reflecting inter-regionalpreferences;(c)state- 
specific and income-specific ratios 
(indifference curves) for preference between 
food and non-food items of consumption 
whidi in turn would reflect the quantum and 
quality of social infrastructure, and (d) 
normative standards for non-food consump¬ 
tion without reference to actual behaviour 
Lastly, while considering the issue of 
poverty ratio, the Tenth Finance Commission 
cannot ignore the deliberations of its 
predecessor commissions Significantly, the 
Eighth Finance Commission categoncally 
rqected poverty ratio as a vanable in deference 
to the reservations expressed by many states 
along the above lines ITie Ninth Finance 
Commission too gave up using the poverty 
ratio alter iniaally toying with the idea in its 
firstreport EventheExpertGroupcautioned 
against the use of poverty ratio in the award 
of the Finance Commission—“considenng 
that there could still be differences in views 
about definition and measurement of 
poverty, we are not in favour of using these 
estimate'' to derive any ‘poverty entenon’ in 
such an important matter as the inter se 
allocation of financial transfers to the sutes” 
The devolution formula as awarded by the 
Eighth and Ninth Finance Commissions is 
largely a function of the si/e of the 1971 
population and the per capita SDP The 
search for another vanable anses from the 
concern of the Finance Commissions that 
these two vanablcs do not adequately reflect 
the capacity and financial needs of the states 
Bestdn, athird vanableof inter-statedispanty 
will help in neutralising the biases, if any, 
underlying the conceptual basis and 
measurement methodology of these two 
vanables which appear in the devolution 
formula with large weighugcs This is surely 
alegibmateconcem However, tor the reasons 
presented above, poverty ratio does not 
qualify as a suitable supplemental vanable 
As a supplemental vanable, the Ninth 
Finance Comnussion devised a composite 
index of backwardness which is a combination 
of two other indices, the absolute levels of 
agricultural labour and of scheduled castes 
and scheduled tnbes population and reflects 
more, accurately the quantum of burden on 
the different sutes in providing 'social safety 
nets’. It has also been widely accepted as a 
more accurate and robust esumate of the need 
and backwardness of the states. The Tenth 
FinanoeCommission will be well advised to 
stay with this composite index of 
backwardness. 
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Politics ‘Sustainable Development’ 

KRNtquur 

The poUtua of 'sustainable development’ ties in its being anti-south, anti¬ 
poor and, tiiereb y, anti-ecological. _ 


THE ‘eternal return of ideas' in environ¬ 
mental debate is due to two basic reasons. 
The concepu and approaches advanced to 
gnpide with environmental problems ate 
too global to be operationalised in any 
meaningful way. Secondly, those who ate 
engaged in the debate are a handful and 
polarised. The dominant ideas get carried 
over, even if approaches change, through 
international parleys. 

The currently fashion^le ‘buzz word’ in 
the intemati<Mul en vironmoital lobby as well 
as national policies on environment is 
sustainable development. It is interesting 
that the concept of sustainable development 
has emerged from those countries which 
themselves practice unsustainable resource 
use. While it is true that the present ^owth 
trendscannot besustainedfor long, the concept 
does not articulate a well-defined strategy 
for acdon.' It thus remains an accepted 
philosophical approach but in a vacuum. 

Eco-Dbvelopment Approach 

Compared to a much more resilient third 
worid facing the onslaught of ^obalisadon 
gt ptpsent, the Stockholm Conference of 
1972 echoed the ideological cleavage 
between developed and underdevelop^ 
countries when India declared ‘poverty as 
the greatest polluter’ and attacked the 
developed countries for the ruthless plunder 
of resources of other countries for reaching 
the present lev .Is of affluence. This view 
was supported by many countries in tlw third 
world, i^uding a moderate niilippines aid 
a radical China.* Although dubbed as 
inflammatory rhetoric, the ideological and 
political natureof environmental issues were 
underlined by this frontal attack on the 
developed countries. Despite the voluntary 
abienceof Soviet Union and the east Mock in 
protest against the non-inclusion of GDR as 
a conference participant, the Stockholm 
Conference did initiate some positive 
approaches to environment. 

One of the more positive approaches was 
p Bfh api initially i^cal concept of eco- 
dovalopment. The positivity of eco- 
develqmient was that it focused on the 
satisfaction of basic needs in an 
eavinomentally sound productioa system. 
The acUevemem of self-reliance needed for 
such a production system was the basis of 
ecoHlawelopment approach. 

THatWid world, however, lost the war of 
words against the mighty ideological war¬ 
heads of the west during the post-conference 
era. Tlie proliferating literature on environ¬ 
ment uid its feverish intch was a pointer to 


the political and economic significance of 
their ^preach toenviron-ment. Environment 
became a polidcal auditorium to preach a 
way of thinking that did not envisage any 
eba^e in the fundamental structures of 
society. Most of the literature of this era 
carried a world-view imbued with an over¬ 
riding concern for population growth in the 
south, thereby turning a blind eye to the non- 
sustainable resource intensive production 
system of the north and its implications for 
environment.’ 

The post-conference period belonged to 
intellectual groups, the foremost among 
them being the Qub of Rome and its cronies. 
These were then joined by academics, 
especially ecologists such as Ehrlich, 
Eckholm, Hardin, etc. Despite the 
ideological bickerings and the assaults on 
the south by the intellectuals of the north, 
theCocoyocdeclarationsin 1974 reiterated 
some of the concerns of the south which 
had been voiced in the Stockholm 
Conference. The declarations, while noting 
the evils of the market system which 
flow from the affluent countries and the 
existence of anintemational power structure 
and its role in perpetuating poverty in 
under-developed countries, called for new 
life-styles and modest pattern of consump¬ 
tion among the rich. It also recognis^ 
the necessity of satisfying basic human 
needs for maintaining eco-balance, 
especially with regard to planet’s physical 
resources.* 

Both the Stockholm declaration on human 
environment and the Cocoyoc declarations 
contained an' ecological vision combined 
with third world demands for development 
and social justice. The Stockholm dKlara- 
tion, especially principles 1,9 and 11, was 
totally in favour of developing countries. 

’The radical tone of such principles, 
hovrever, did not materialise in any positive 
action programmes. For instance, the 
posihvi^ofeco-development was subverted 
in the subsequent action programmes by 
emasculating thecomponentof^-idianoe.’ 
Self-reliance.coiisideredtoo political, would 
have tilled the balance of international power 
structure in favour of the south which was 
dependent on multinationai companies. 
Allowing sdf-reliance' of the south meant 
losing the dominance, and therefore it was 
redefined as micto self-reliance keeping die 
macro dependency intact 

It was in this backdrop that the worid 
coiiunissioa on environment and develop¬ 
ment was set upby die UN General Assmbly. 
The coounitsian came out with the report 


entided ‘Our'Crnmnon Fiiture*, which was 
adopted as a resolution of the General 
Assembly along with a resolution on 
environmental perspective to the year 2000 
and beyond.* 

SusTAMABU DEvaontsm' 

Sustainable development as an approach 
to environment came to the forefront after 
the WCBD report, although the concept 
had been espoused earlier in the World 
ConservationStrat^.’According to WCED 
rqiort, it implies meeting the needs of the 
present without compromising the ability 
of future generations to meet their own 
needs. The means of achieving or identify¬ 
ing alternative paths towards sustainable 
developmoit are kept vague to enable vary¬ 
ing interpretations. A few attempts at 
redefinitions are indicativeof the palpability 
of the concept. 

One such attempt locates the aim of 
development in the third worid countries in 
improving the quality of life through actions 
focused on educational attainment, 
nutritional status, access to basic freedom 
and spiritual welfare, etc.' Sustainability 
therefore suggests that what is needed is a 
policy aimed at making these developmental 
achievements last weU into the future. The 
unstated assumption of such a defuiition, 
obviously, is that unsustainability in the 
third world would result from actions in the 
realmof quality oflife because of‘unbridled’ 
population growth. The question is whether 
natural ca^tal stock which includes all 
environmental and natural resources assets 
would be affected by concerns of quality of 
life or satisfaction of ba$ic needs. The means 
to achieve sustainability in this neo-classical 
framework is wrongly addressed, and 
therefore the starting p^ for turning the 
piesentunsustainablepnctices to sustainable 
ones even with rapect to third world is 
problematic. 

EvenastatementSttchas“ifneedsaretobe 
metonasu8talnablebasis,^e8rth’snatural 
resources must be conserved and enhanced” 
[WCED, p ST] is not as innocent as it sounds. 
'The ‘need’ with reference to sustainable 
development is affluence rather than basic, 
or opulence rather than squalor. Because, 
when basic needs becom* an integral 
component of a developmental model, the 
question of unsustainability does not arise. 

'Thus the cyclical relationship between 
povoty and environmental degradation is 
conceptualised in simplistic terms. The 
assumption is thtf “as poverty increases, 
natural environments are degraiM and when 
environments degrade, the prospecu for 
finther livelihood decrease, environmental 
degradation generates more pove^, thus 
ac^eiating thecyde”. While Itejiasic factors 
sriiich generate povoty are kept outside this 
framework, it also does not consider the role 
of lopsideddeveiopment which degrades the 
‘natural’ capital, the issue of artificially 
inflated impact of the poor on an already 
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lower quantity of ‘natural capital’ set in 
motion by focton other than poverty. 

While the issue of population growth is 
implicit in the above model, there is another 
neo-classical approach, the ECCO model or 
Enhancement of Population Carrying 
Capacity Option, which is anchored on a 
neo-Malthu^an framework. It focuses on 
the capacity of given territory to sustain a 
given population with a given quality of life, 
cultural particularity and foreseeable impact 
on the environment. Rmu key concepts— 
population, resource, environment and 
development—are thus linked and projected 
overalong-teim time scale within die context 
of sustainability.* Drawing upon the 
Brundtiand Comrnission report which states 
that sustainable development can only be 
pursued if population size and growth are in 
harmony with the changing production 
potential of the eco-system, the model 
attempu to link up carrying capacity with 
sustainable development. Sustainable 
development for the group implies that the 
various components of the system are 
interacting in such a way that all inpuu 
necessary to secure the nee^ and aspirations 
of the population can always be procured at 
a rate corresponding to the rate of population 
increase.'* The implication, of course, is 
more ‘deliberate action’ or stringent action 
in population control to make the system 
more sustainable. 

The basic assumpticm in these models, that 
of a linkage between environmental 
degradation and population growdi, will hold 
goi^ oidy if it can be shown that population 
growth intensifies unsustainabip develop¬ 
ment leading to environmental degradation. 
In this context, it hu been convincingly 
/argued that concurrence of rapid population 
growth and environmental degradation does 
not necessarily reflect a ^rect, causal 
connection between them." Commoner 
argues that environmental quality is largely 
governed, not by population growth, but by 
the nature of the te^nologies of production." 
Any action on sustainable development can, 
therefore, be initiated only with an 
understanding of the existing models of 
developmoit and the demand they make on 
natural resources. It has to be aiKhored on the 
production relations which govern societies. 

In this connection, there is a close 
association between sustaining world 
capitalism and sustainable development 
approach. The ecological non-viability of 
the [Hresent capitalist world enterprise is an 
accepted fact Sustainable development is 
visualised as a solution to make available 
raw matenals on a continuous basis so that 
the production system, the expanding market 
and the political system are not threatened. 
The raw matenals in ihedevelopingcountnes, 
therefore, need to be protected and their 
population growth curtailed so that resources 
would remain easily available. 

The ecological movemenu in the west 
are in themselves a major political factor 


behind the emeigence of the concept of 
sustainable development. The Not-in-My- 
Back-Yard or Nimby syndrome is mainly 
responsible for ecologically unsustainable 
development projects including hazardous 
industries shi^ng out of these countries to 
developing countries. When the aim is to 
suggest patchwork solutions to the 
unsustainable production system, of the 
north, population gcp^Ubjalhe sOiidi auto¬ 
matically becomes tlwta^et of the debate on 
sustainable development. 

Rather than blaming victims of dqilellng 
commonresouices, the votatiesof sustainable 
development should address themsdves to 
the {ffoduction and consumption pattern in 
the industrialised countries which is leading 
to destruction of natural resources in the 
world. In the developing countries, 
sustainability is not linked to consumption 
'' of their own people (rather they help to 
maintain consumption levels in the north) 
but to subsistence of the vast rural masses 
who have hitherto been following sustain¬ 
able practices because these w«e the only 
guarantee of survival." In this connection, 
the darlier concept of eco-development was 
better conceived sfnce it fociis^ on self- 
reliance. But It was discarded because it was 
anti-ritm. The idea of sustainable develop¬ 
ment wiH become pro-poor only if it starts 
with the affluence and the resulting 
unsustaindillity of the rich. A reoritaitation 
of the growth models in the north would 
enable die poor countries to achieve at least 
a minimum level of development while 
influencing, in the process, the path of 
development in the south itself. 

We will end this section with a quotation 
from the speech qf Fidel Castro at the Rio 
summit: “A connstent interpretation of 
sustainable developntent should begin with 
the recognition that underdevelopment is the 
result of plundering of the third world, which 
has been prolonged in our time by an 
Internationa economic order that uses the 
mechanism of debt, unfair divisitm of the 
world’s labour, trade protectionism and 
control ov«' the flow of finances to heighten 
the exploitation of the underdeveloped 
nations, and as a consequence, the ensuing 
ecological degradauon.”'* 

Sustainable Development and 

Environmental Poucy in India 

At tile intNnational and national levels 
1992 was a vibrant year for environmental 
mioati ves. The national conservation strategy 
and policy statement on environment and 
development was presented to the parliament 
dunng this penod." Looking through the 
strategy, one finds the global thinking on 
environment being merged into the local 
environmental issues. Sustainable develop¬ 
ment is a key word in the strategy. The 
strategy recogmses the negative effecu of 
the process ofdevelopment and those arising 
from conditions of poverty and under- 
develq;mient, but it does not take notice of 


the incompatibility of the existing modtis ot 
development with the sustainability of 
environment. 

Another issue noted in the policy u that 
concerning appropriate managerial 
approaches to sustainability. However the 
suggested approaches, remain the ones that 
cgn'be labelled as ‘protective and reactive 
responses’.'‘They are plans aimed to dilAise 
the contradictions of the developmental 
model. Such approaches to environmental 
management, as Redclift says, based as tiiey 
are on the experience of the developed 
countries, are not politically neutral. Tliey 
are linked to theinterestsoftheestabliahment 
It is convenient to manqge problems as 
discrete entities by taking cormtive rather 
than directive efforts.'* The problematic of 
sustainable development lies here, in 
operationalisation of a vision without ethics, 
care and concern." 

The conservative concern for oiviron- 
roental balance is also reflected in the 
strategy which in no way articulates the 
initial aggressive postures adopted during 
the Rio conference. Hie strategy in the open- 
ingparagraphs itself advocates vigorousdrive 
for population control, while adopting the 
neo-Malthusian frameworic of ‘carrying 
capacity’. The oft-repeated rationale for 
controlling population numbers, one of the 
contentious issues between devdoped and 
developing countries for the alleged role in 
contritwiting greenhouse gases, is contained 
intheenvironmenul perspective of our own 
country. 

Conclusion 

The politics of sustainable development is 
now more transparent. It is deeply rootedJn 
the very conceptualisation of the approach, 
which is ill-defined and vague. This allows 
for the manoeuvrability of the concept 
depending on one’s inclinatitHis. We have 
argued that the distinctions between the 
developed and underdeveloped have to be 
maintained in its operationalisation. If the 
distinctions are recognised, the startingpoint 
forsustainabledevelopmentarethecountries 
of the north which, through the present high 
levels of consumption and polluting 
technologies, dama^ not only their own 
environment but even that of the south. The 
developed countries owe'unlimited 
ecological debt to the underdeveloped 
countries for maintaining their affluoice. 

A sustainable development for the south 
caruiot at tiie same time ignore the fact that 
the present models of development do not 
cater to the needs of the vast m^ority. 

Bringing tile notions of population growth 
and ca^ng capacity into our own national 
environmental strategy is^tamount to whtt 
the north would consider a‘safe’approach to 
sustainable developmem “with the obvious 
interest^ of watering down their own 
considerable responsibilities within a world 
context.'* In one word, the politics of 
‘sustainabledevelopmeM’ isthatatpreaentlt 
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Quest for an Environmental 
Value System 

L Balnsubramanlam 


)fpealing with environmental degradation through technological fixes and 
the legal-judicial machinery without developing and propagating an 
environmental value system will not lead to success. 


IT is only the evolution of a universal 
environmental value system that could save 
the environmoital movement from gradual 
extinction, without a value system environ¬ 
mentalism will fare no better in this country 
than has fared another alien doctrine, 
communism. Communism ekes outameagre 
existence drawing sustenance from the 
structural defects of our system which have 
led to sharp income disparities, widespread 
prverty and unequal development. In the 
absence of a valw system environmentalism 
too would have at bntapoipheral existence, 
the sole justification for its presence being 
the widespread enviroranentid degradation. 
It will never become a way of life for the 
people. That will be a major failing of the 
movement, for bringing about a radical 
change in one’s outlook towards one’s 
surroundings and in one’s perception of one* S 
place in the scheme of things is what 
environmentalism is all about 
Dealing with environmental d^radation 
through technological fixes and the legal- 
judicial machinery without bringing a^t 
l^is change in outlook will lead to nowhere. 

laws of society, such as not trespassing 
onto other’s property, not stealing, or not 
telling lies, are obeyed not because of fear of 


the law-enforcing machinery but because 
people generally subscribe to a value system 
sanctified by tradition which prohibits these 
actions. Similarly, if anti-environmental 
actions are to be prevented, there is an 
indispensable need for a value system that 
pndiibits such actions. In the absence of 
such a value system no amount of environ¬ 
mental laws and law-enforcement machinery 
can prevent environmental degradation. 

The link between an action prohibited by 
a value system and the iU'effects of the 
action may not always be self-evident. A 
case in point is the ban on cow-slaughter 
imposed by Hindu religion. The ban is 
couched in so much religious and 
philosophical conceptualisation, roping in 
the doctrine of ahimsa for good effect, that 
the link between tim ban arnl the sipiificance 
of the bovine species to an economy 
dependent on it for food, fuel and motive 
power is almost lost sight of. But the link is 
very much there. It was essential to preserve 
the cow for the econbmic well-being of 
society, and this has very effectively been 
achieved by Hindu society. So much so that 
even today tx> self-resp^ng Hindu will 
consider the killing of a cow, whatever may 
be the gains. 
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What is of interest to us is the methodology 
used by religion to impose a rule such as tins 
and elicit ti^ compliance to it from the 
people. It speaks for the strength of the Hindu 
reli^on that its religious dikut has been 
scrupulously followed for more than five 
millennium and there is no sign of possible 
disobedience in the near or distant foture. 
The process of articulating and imposing the 
diktat is even more fascinating and educative. 
The taboo against cow-killing has been 
expertly corroborated by an elaborate 
philosophical system, eulogised by role- 
model tidies in major religious epics, and 
distilled into the moral code of Hindus. In the 
process,ahundileanimal has been nearlydeifled. 

The lesson to be drawn here is that 
environmentalism too needs to acquire such 
authority over the minds of humanity, have 
the power to issue diktats and have the 
means to ensure that these are scrupulously 
followed. For this to happen, environmenta¬ 
lism must develop for itself a value system 
and legitimise it by a process followed 
more-or-less by all religions, i e, develop a 
body of ‘sacred’ literature in an appropriate 
language (not English), a pantheon of 
di vinity^mythical characters and role-model 
figures,^ respected priesthood, the equiva¬ 
lents of temples and pilgnmage spots (Silent 
Valley and other environmental success sites 
could serve as starting points), and so on; in 
short, the complete spectnim of the religious 
paraphernalia. 

It needs hardly be said that environ¬ 
mentalism is light years away from reaching 
that stage of development. Take the simple 
example of the well-established link between 
cutting down a tree and the host of 
environmental ills that result from it. The 
link between the two phenomena is more 
explicit than the link between killing cows 
ard the economy. Even then, how many 
villagers or contractors can environ¬ 
mentalism prevent from axing down a tree? 
Or take the case of CFCs used in air- 
conditioners and the ozone depletion they 
cause in the upper atmosphere. How many 
comfort-seeking, ‘committed’, urban 
environmentalists can environmentalism 
persuade to give up air-conditioners in their 
homes and offices? What this proves is that 
environmentalism is way behind developing 
a value system that holds sway over even 
those who owe allegiance to iL 

This is where environmentalism has failed, 
not only in India, but also in the world. It 
continues to stagnate at tiK scientific-logical 
stage of existence; that is, it has to appeal to 
logic and reason for getting acquiescence to 
its principles, and has not been able to progress 
to the next higher level where acquiescence 
is ensured by allegiance to a widely accepted 
system of values. Such a value system has 
nothing to do with science or logic but belongs 
to a different realm altogether, the realm of 
religion, ethics and morality. 

For example,* consider the following 
environmental home-truths which need to be 
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widely followed to save the environment: 
trees should not be cut because they hold 
the soil together; CFCs should not be used 
because ihcy deplete orone; biodiversity 
should be preserved because it is the 
repository of pnceless genes.'These are 
logicaily/scientifically true but ore bland 
statements that do not have the backing of a 
value system. They do not have the power to 
move a man to do something, or restrain him 
from taking harmful action. In the absence of 
a motivating and sacrosanct environmental 
value system, these home-tiuths remain mere 
statements whereas statements such as, cows 
are sacred (in the case of Hindus), or poik is 
unclean tin the case of Mu.sliim), or use of 
tobacco IS to be avoided (in the case of Sikhs) 
command widespread respect and obedience. 

&ivironmenudism has set before itself the 
ambitious goal of saving mankind from 
ecocide. But it has not succeeded in 
developing the means and mechamsnu 
commensurate in reach and strength with the 
loftiness of its goal. The most basic and at the 
same time the most powerful tool that it 
should have but does not is a value system 
which compels the entire humanity by the 
force of its appropriateness to the business of 
survival to adopt it unconditionally and 
exclusively There can be no better way of 
regulating human action so as to promote the 
maximum good to the environment and 
thereby to mankind. Once sudi a value system 
is in place, half the environmental bi^e is 
won, for what remains then is the less onerous 
task of remodelling existing institutions and 
societal structures in the light of this new 
value system. 

Pew attempts are being'made by 
environmentalists to develop such a value 
system. Instead, Indian environmentalists 
still seem to be caught in the web of imported 
environmental values. So hopelessly 
entangled are they in this web that they 
cannot perceive that no value system based 
on Che western civilisation can ever form 
the basis for a universally applicable 
environmental value system (an environ¬ 
mental value system by its very nature has to 
be universal and applicable to the whold of 
humanity), for environmental problems 
have resulted from certain deep-rooted, 
fundamental flaws in the western value 
system. These flaws have so shaped our 
percepuon of the outside world as to make us 
see in It inexhaustible treasures waiting Co be 
looted for our well-being. Much has been said 
on this man-centredness of western civilisation 
to ment a detailed analysis here, ft suffices to 
say that keen environmental thinkera in the 
west have come around to gianling this flaw 
m the traditional value system of the west 
and are ui search of a way to overeome it 

It is in this context that Indian 
environmentalists find themselves in a veiy 
favourable situation by virtue ofbeionging to 
a tradition that is fundamentally different 
from the western one. However, many Indian 
environmentalists have fritterMl away this 


advantage by steeping themsdves in the very 
same westemtiaditioniidiich has tobeesdiewed 
if a universally accepted environmental value 
system has to be developed. 

What could be the contours of this 
umversally applicable environmental value 
system? In India we very frequently see 
attempts by environmentalists to est^ish 
the environment-friendliness of the Indian 
value system. They cite the nature of poetry 
of the vedas, the worship of ammals and 
plants, and the ‘fiugid life-styles of the 
Indians’ to justify the claim that Indiaiu are 
essentially more environmentally proper 
than the westerners. The latest mantra 
discovered by our ethnic environmentalists 
is the ’Priflivi Sukta* of the Atharvaveda 
which is beitig unfaiUn^y bandied about m 
all their seminars and writings. 

The tendency to prove our traditions to be 
all-encompassing is an old one. In earlio^ 
times, formulae for the making of a variety of 
modern gadgets ranging from the aeroplane 
to the atom bomb have been discovered by 
enterprising researchers in our ancient 
scriptures. Ilie famous stanza'-of the 
Mahtdtharata stating that what is not in this 
great epic does not exist in this world, and 
what exists in this world is to be found 
mentionedin it lends credence to these claims. 
Wbenlndianenvironmentalists come up with 
gems such as the ‘Priflivi Sukta’ (earlier it 
was the Ashoka edicts) from time to time 
from their churning of the scriptures, they are 
merely exhitnting an age-old Indian tendency 
and are not to be taken seriously. 

In fact, they do more harm than good, for 
they lay open the environmental movonent 
to the charge of irrelevancy. For. if being a 
good Hindu is equivalent to being a good 
environmentalist, then why should one not 
merely be a good Hindu and forget all about 
being a go^ environmentalist? In short, 
enviromnqntalism invites a terrible identity 
crisis upon itself, a crisis that has cost many a 
lesser rdiglous sect in earlier times its very 
existence. Taking advantage of its inelevance 
andambiguity.Hinduism hasuneetemoniously 
assimilated the upstart sect imo its voliqnuous 
fold without even leaving atraoeofit 

Therefore, the issue that environmentalists 
need to take up earnestly is not in what way 
are environmental values simitar to religious 
values, but in what way they are different 
Tltey will have to enterintotlw specifics of it 
As an example, the environmental value 
system will have to find a better reason other 
than the scientific or religious one for not 
cutting down a peqail tree. 

Thm is very little evidence of Indian 
environmentalists having even begun to 
addreu the problem of evolving a value 
qpMOBfDrlhdrnovenieHt. Itisevoi doubdiil 
wlMlharlhqr paeeeive the significance of the 
need fbr wdi a value system. The reason 
behind this could partly be that they have not 
yet succeeded in throwing off the shaddet 
bindiag their thinking prooeases to the 
western environmental movement It will 


be sometime before the)t.areablelosbakeoff 
the foreign influence, do some original 
dunking on the subject and get down to die 
busmessofidentifyingdiekey issues besetdqg 
the movement 

The current thinking in the Indian 
environmental camp seems to be to capture 
pditicalpowerat various stages of thepolitical 
system, with a view to ensuring a more 
eatable control over common resources 
such as grazing lands, forests, rivers, 
mountains and so on, and also to establish an 
effective lever within the decision-making 
bodies so as to be able to influence the 
decisions to favour environmental interests. 
Bffmts at introcfaicing cosmeds changes in 
dw judicial system and enacting new and 
more stringent environmental laws and 
organising their enforcing machinery are 
also being given impoitanct Ifonewereto 
look at the trajectory of the westerm 
environmental movement, die rmson d'etre 
behind these developments in India 
immediatBly become dear. Indian enviror^- 
mentalists are merely iqiing the western 
envinmmentalists, particularly the German 
and dwir Green Party. 

The danger in devdoping e stake in the 
presoit political system is that the emnron- 
mental nfovement then becomes a part of 
the establishment. It it this very vUue 
system uliidi has (seated the aovinuunental 
p^lem in the first place, fkather, many 
existinginstitoticMisindudingfoe very periity 
may have to-be remodelled to suit new 
environmental value system. If environ¬ 
mentalists devdop a stake in the existing 
system such a tefonnadon may become aU 
the more difficult 

■ Environmentalism which has so far been 
developing as a new sdentific ditdpliiie 
(such as physics, chmnistiy orbiblbgy.iBthis 
case environmental studies) has to transform 
itsdf into a modon religion that commands 
the allegiance of the bettel part humanity. 
This Region must beeome so all-encom- 
pasi ing ^ ai^ealing as to make existing 
tdiition* and dieir ^ue aqier-' 

fluous. If we take this as'the wtimate aun of 
environmentalism, it becoipet dear how 
woeflillyinadequatearetheeflbittofpreseiit- 
day environmentalists. 

Sporadiceffoitsareon Indiffeieatpaitsof 
the globe to turn the movemeitttowi^s the 
newexddngpadiofidigiousqiifitualisnLA 
notable exaoqde is that of the <Ma concept 
devdoped by the English fieelmice adentist 
Jim Lovelock. According to duslrtciuling 
theory, Gaia is an omniscient. aU poweiflil 
force that oootnds the biosphm much 
like the almigiKy god iff moR relii^ons. 

Indian environmeatalistt should bravely 
enter such new and exSidng areas of thought 
in the very fitwiier of the eaviroaniaial 
movement Givendieiidi and variedieUgious 
tradition of their land, it is moradiaa likely . 
that they can come ity with some unique 
oonoqgoridea that will givetnewdefliiitjoB 
and diiection to foe movement 
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Naga and Kuld: Wbo Is to Blame? 

V VibhaJ Patel 

In a situation where land disputes, cUm and tribal ties and, above all, a 
secessionist ideology prevail, cm the problem be solved by die yJeployment 
of the armedfanes? 


"We are like the Mrds ofdte air. Wemake 
our nests here this vear and who knows where 
we dull build neat^ear^saidaKuki tribesman, 
almost mne decades ago, to T C Hodson, 
Assistant Political Agent in Manipur (The 
Naga Tribes of Manipur, l9l 1). 

THE violent clashes between die Kuki and 
Nagas in Manipur are a direct consequence 
of the wandering nature of Kuki tribesmen 
and the attiflcisd boundaries imposed on 
them by various rulers. Thus is it correct to 
put the onus on the Kukis or the Nagas 
alone? Almost a century and a half ago. the 
Manipur Metie kings had encouraged the 
Kukis as well as some Nepalese to settle in 
ceitaintracts so as to formahuman settlement 
buffer against raids by vtaious Naga hill 
tribes—Tan^dnil, Anponi, Maiam, Mating, 
Kabul, RtMigmei. etc. 

William Shaw of the Assam Qvll Service 
observed in 1929: “The Thadous (Kukis) 
who moved up most of the Barak river were 
utilised by the Sirkar against the Angamif 
Those wbo came up along the hills b^ween 
I the Barak river and the valley of Manipur 
were similarly used by the Raja of Manipur 
placing diem among the Kacha Nagas, wl^ 
those on the east were used as a barrier 
against the Burmese." As a result of these 
strategic moves the I^gpokpi area in 
northern Manipur has a ctdicentration of 
Nepalese settlers and in southern Manipur 
around Churachandpur diere'are a large 
number of Kuki s^ements. Later, ^ 
British, who had annexed die territoty to 
open a land route to Burma, also encouraged 
them to rSin^'seitled in diese areas for 
similar reasons. 

Kukis, are baakally migrating tribesmen 
whocamefromtheChin Hills in Myanmar in 
the 18th century. There were two waves of 
KnU migrants. Hencetnstoriansbavedassed 
themifttotwocatqpiries: ‘otdKukis' and the 
’new Kukis*. Conqnted to die Kukis the 
different Naga tribesmigratedbitheirpieaent 
habitat weUbefimthe 12di century. (Ahmos- 
Tai people vriu ruled over Assam in diel2di 
cen^ mention Naga hill tribes, in their 
chronicles.) 

A chronology ofevents from dw late 19di 
century onwards is crucial to understanding 
die causes of the present problem. The 
Manipuri Metei Wngi conviiioed the Kukis 
to settle in the land area sriiich the Tan^ul 
Nagas claimed to be theirs. Reiatkms were 
not exacdy amicahle between die Kukis and 
the Tangkhul and dso other Naga tribes 
araund whose viUeges some Kukis setded. A 
number of Kukis were employed in the 


Manipur army, Snd together with other armv 
moi they had wreaked havoc against.dre 
Nagas by burning several of their villages 
and pushing them back into diehills. At that 
time the Kukis had superior weapons to right 
with and thus could suppress the Tangkhuls 
and other Nagas and force them to keep a low 
profile. 

In die 1940s, the Naga National Council 
(NNC) was formed which included the 
Kukis in their demand for a separate 
homeland for Nagas as their main objective. 
The Nagas themselves were a congregation 
of more than 20 differmt tribes. After three 
decades of turbulence due to armed 
insurgency and the formation of Nagaland 
as a separate state, the NNC faced dissension 
in its cadre after the Shillong Accord of1973. 
This resulted in the formation of the militant 
secessionist organisatiqn, Uie National 
Socialist Council of Na^aiid (NSCN) in 
1980. The NSCN imposed a land tax on the 
Kuki setdements in Manipur, and it also 
declared that Kukis would not be included 
in the list of ethnic groups that would be 
part of an independent Nagaland. As a 
consequence, the Kukis retaliated by openly 
(feclaring their different racial desrent and 
expressed aspirations for an independent 
Kuki homeland by formingdie Kuld Nation^ 
Organisation (KNO). 

In 1988 the NSCN cadres split into two 
groups: one ted by IsakChishi andTMuivah 
(NSCN-M) of the Sema andTangkhul Naga 
group and the otherby S S Kha|dang(NSCN- 
K). a Konyak N^a from Myanmar. The ^lit 
in die NS^ was taken as an indication of die 
weakeningoftheNapmilitant organisation. 
This triggered off the emergence of the 
armed wing of the KNO, the Kuki National 
Army (KNA).Tt»Kukishad always resented 
the tax levied on them by the NSCN and the 
formation of KNA emboldened the Kukis, 
especially those settled in Chandel district of 
Manipur bordering Myanmar, to refuse 
paym^ofthe tax. This, predictaldy.angered 
the NSCN'M faction which had considered 
the levying of taxes as its right as Kukis were 
stiU t^en as the outsiders who had been 
settled on Naga land by Manipuri kings; 
Ni^ were rightfully taking back what had 
been taken away from them. 

Indielightof theseevents, the Nagas claim 
that the Kukis emboldened by possession of 
arms and the backing of KNA attacked some 
Tangkhul Naga villages around die Kuki 
settlements in south-eastern Manipur. In 
response, dieTan^uls retaliated by kUling 
some Kukis. A vicious circle of violence was 
completed whentheKukiswentastepriudier 
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and attacked villages which belonged toodier 
Naga tribes. Therefore, a con&ct which 
should have remained limited to Kuki- 
Tangkhul clashes widened and became a 
Kuki-Naga tribes clash. This has had 
repercu.ssion.<> in Nagaland as well. Kukis 
who live in Nagaland havn begun to fear for 
their lives: the killing of Hanshing. 
Commissionerfor Taxes, Naga]and,is directly 
related to the stnfe in Mampur. 

Interestingly, on the other hand, the 
KhaplangNSCN is trying to gam mileage out 
of this conflict by threatening that if the 
NSCN(M) does not stop killing Kukis. if will 
see to the expulsion of all Tangkhul Naga 
residents in Nagaland. This is not an off¬ 
hand declaration to obtain a larger support 
base in Nagaland, it is rooted in the resentment 
shown by those Naga villagers who are 
unnecessarily intorogated by the Indian Army 
following ambushes on its convoys by 
NSCN(M) cadres. The NSCN(M) acUve in 
Ukhrul district bordenng Myanmar has 
always taken advantage of the Indian Army’s 
movement in southern Nagaland from 
Loz^he to Jessami for which they have to 
pass through the narrow tract which falls in 
Manipur. 

The ethnic clashes in the north-eastern hill 
region are not new. Two years ago Tobu 
village ofMon district ofNagaland wimessed 
gruesome clashes between the Konyak and 
die Chang Nagas, two tnbes who occupy 
different sections of the village. The clash 
was directly related to a dispute over the 
ownershipofland along theTaithongnallah. 
In fact, in Apnl 1987 the then district 
commissioner of Mon had witnessed an oath¬ 
taking cerememy betwcoi the Changs and the 
KonyaksofTobu. Since tnbal custom.vy law 
pievailsinNagaland,mostintTa-village,inter- 
village and inter-tribe disputes arc settled 
through it. Oadi taken in the name of heaven 
and earth is still considerea to be the last (and 
most respected) resort in a dispute, in which 
die defaulter is .supposed to pensh for taking 
a false oath. 

It so happened that a few men died from 
both sides and the two tribbmen ended up 
Uaming each other for taking a fal.se oath. 
The sub^uent clashes,including thebuming 
of villages, resulted in severe casualties on 
both side.s. 

To understand the deeper causes of these 
ethnic clashes, we need to go into the history 
of the north-eastern hill area. We have to 
remember that it was only the Britirii who 
could annex some parts of Nagaland and 
Manipur—that also after a number of failed 
expeditions and casualties. The various Naga 
hill tribes—Angami, Ao. Lotha, Sema, 
Konyak. Tangkhul, Maram, etc—were 
independent before the British political 
agents came to the area. To comprehend the 
current scenario in Nagaland and Manipur, it 
IS imperative to take a look at the social 
organisation of these hill tnbes. Each tnbe 
speaks a different dialect of the Tibeto- 
Burman language and there are more than 20 
Naga tribes! The traditional political 
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organisation of these tribes ranged from 
autocratic rule of a chief to a very democratic 
$ct-u{>. No single tribe was united to be able 
to form a single large entity. Village or, to be 
more precise, a segment of a village—‘khel ’ 
(an Assamese term)—was occupied by a 
single clan and its sub-clan was the most 
viable and functional unit. (Historically, one 
finds that British political agents had 
witnessed intense rivalry between ‘khels’ of 
the same villages in the late 19th century.) It 
was only when the whole village was attacked 
by another n val village, that all the clan units 
or ‘khels’ got together to fight the enemy. 
Some powerful villages—those who had a 
good number of warriors—had a hegemony 
over the weaker villages, who ended up 
paying tributes to the former basically to 
safeguard their lives from the head-taking 
raids, which were a part of initiation rituals. 
(It must be mentioned that the heads of wom«\ 
and children who had cut their teeth were 
priced very high, as to get them one had to 
pierce through the various ranks of Naga 
warriors and come out risking one’s own 
head in the process!) 

These Naga communities .saw a gradual 
change both in their political and social 
system once the British took over the 
administration. The .modern education, 
process which began with the American 
Baptist Missionaries in the late I9th century 
and the gradual conversion to Christianity 
brought the different communities together. 
Christianity has been instrumental in 
bringing villagers of the same tribe as well 
as different tribes together. This consolida¬ 
tion coupled with the formation of a Naga 
Club and later Naga National Council (NNC) 
resulted in the demand for an independent 
entity once the British left India. But fissures 
emerged in 1954 and subsequent events over 
the last four decades have resulted in three 
separate organisations, NNC led by Khodao, 
a Lotha Naga, NSCN (Isak and Muivah) and 
NSCN (Khaplang). 

Nevertheless, the various factions arc 
united on one issue despite differences in 
basic strategy—to fight against the outsiders, 
the plains people. Behind this one still finds 
a fissiparous tendency; a strong allegiance 
fur one's clan, village and tribe. Disputes 
regarding land ownership is the basic issue 
for contention between neighbouring 
villages. It is not uncotnmon to find district 
commissioners referring to arbitrations given 
almost 60 years ago by British officers on 
certain land disputes which have not yet been 
settled! 

The complex relationship between clans, 
villages and tribes prevents any individual 
from taking action against his fellow 
tribesmen as well as those belonging to other 
tribes. The introduction of new political 
processes has on one hand given an impetus 
to political unification of various Naga tribes 
but on the other hand has also created 
fissiparous tendencies, dividing people along 
party lines, with each party adhering to 
different aims with regard to the political 


locus standi of Na^and. It is common 
knowledge in Nagaland that each political 
persona is on the hit-list of one faction of 
NSCN and under the protection of the other; 
it is difficult for them to take action against 
either of the underground organisations. 
Therefore, although the secessionist 
ideology is voiced openly, the underground 
organisations are intrinsically involved in 
the democratic process, which makes one 
hopeful that a solution could yet be found to 
resolve the problem. 

In addition to the historical and social 
reasons, an economic reason has recently 
emerged to escalate the violencein the region. 
More specifically, a fight to control the 
lucrative drug supply route from Myanmar 
has emerged as another cause of the ongoing 
conflict There are diverse views on the role 
of the NSCN in the drug business. Many 
people in Nagaland claim that both factions 
of the NSCN regularly execute drug pushers 
in the area. On the other haml, the official 
view is that the NSC!N(M) is striving to gain 


control over the land lOuteinMoreh region of 
Manipur which is Qsed for smuggling in 
narcotics, precious stones, Burma teak and 
various spices. l| 

In a simaticn where land disputes, clan tiea, 
tribal ties and abovealla secessionist ideology 
prevail, can the state or central government 
solve the problem by the deployment of the 
armed forces? 

Instead, what is actually needed in the 
north-east is the implementation of the 
development projects drawn up by the 
central and state governments which, at the 
moment, exist only on paper. There are 
enough educated youth in these states to 
work on these projects. In the absence of 
proper utilisation of both- financial and 
human resources, risingunemployment will 
continue to provide a fertile ground for 
recruitment to the secessionist movement. 

In addition, the despair and frustration that 
arises from inadequate job opportunities 
will lead to increased drug addiction among 
the youth. 


Operation Overlord: On the Eve 

Frederic F Clairmont 


In the boiling months preceding and following D-Day, SO years ago, the 
thhist of the debate everywhere was the imperative of social 
transformation. The traumas of fascism and imperidUsm that reigned 
supreme before the war would vanish, preparing the earth for a greater 
share of decency, rectitude and probity. 


JUST as the Lancaster bomber was approach¬ 
ing the English coast, after a photographic 
reconnaissance mission, between St Laurent 
and Arromanches, the Canadian navigator 
caught in his binoculars the apocalyptic sight 
of hundreds of slowly-moving landing craft 
and a staggering variety of naval ships, bob¬ 
bing and weaving on the seas. “Oh Jesus", he 
hollered on the intercom to other crew mem¬ 
bers, “this is no Dieppe. This is the big thing. 
We’re on the road at last.” That specific 
moment was charged with unbridled emo¬ 
tion. The suspense of 'the big thing* was, in 
a certain way, delectably painful. No one 
knew the code-name ‘Operation Overlord'; 
but what the binoculars revealed in the sink¬ 
ing light was that this tidal wave of steel 
would, in just a few hours, begin die pound¬ 
ing of Hitler’s Festung Europa. 

The grand climacteric had struck but the 
buckling of Nazi Germany was seen over¬ 
whelmingly as opening up vast new revolu¬ 
tionary vistas in which theoid order deserved 
no place. Only the blind could not have seen 
the gathering storm. When 'the big thing’ 
would come was no doubt a secret except to 
a handful. but for tens of thousands of airmen 
whose operations had been shifted from Ger¬ 
many to France over the last seven months, it 
was obvious that the day of reckoning for 
Adolf Hitler had come. It was now or never. 
It could not be postponed beyond June or 
July. In addition, the dazzling triumphs of 


the Soviet juggernaut, on a thousand 
kilometre front, was a reminder that with or 
without a Second Front Hitler’s goose was 
cooked. 

One understands in the perspective of 30 
years the cri de coeur of president Richard 
Weisacker who conunent^ on the40(h anni¬ 
versary: “There is no siich thing as guilt or 
innocence of an entire people. Guilt, like 
innocence, is not collective but individual. 
The predominant part of our present popula¬ 
tion was at that time eithb very young or 
indeed not bom at all. They caimot acknow¬ 
ledge a personal guilt for acts which they 
simply did not commit” [Quoted in The 
Guardian, March 26,1994.] 

On the threshold of liben^on in 1994, 
however,such philosophical meditations were 
simply irrelevant for millions ofcivilifjuand 
combatants inBritain, and doubtless bbyon 
Germans and Nazism were then seen to 1^ 
inseparable. That burning hatted of fascism 
debauched, however, on something dse; in- 
tominable heated discussions in the facto¬ 
ries. in the pubs, the metro, the military 
messes, ^ all othgr social and private 
gatherings. Afterthecrushingof Adolf Hitler 
wiiat? A question widi huKmBds irfoorollar- 
ies;>levastating social inqdications for the 
propertied clasaegand their entrendied polit¬ 
ical fdlow-traveUers. 

In those boilfog months precediiig and 
followiiig D-Day, the island kingdom had 
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bem tMMforaied not only into a miiliQr 
indninial nd militaiy ookwnu. bat into a 
flgailic'debaiing lOdety, welded to eveiy 
oonoeivable ipedee of i^o-poUlical activ* 
iaallKitauitoftliedebatewastheiniier- 
adve of Mdal tianifbnnadon. llieK highly 
du^ed political debatos with theirextediive 
ofganiialioaal netwotki at all working dan. 
InidlDtional and social levels, floirished 
over the yean as never before, or since. 
Hence th^ were anathenu to the Bfitish 
niliiig clan and certainly to a true blue Tiny 
such as Air Marshal Harris, but by the spring 
of 1944 suppression or deviation of the ‘sub- 
v^ve' twist of these debates was simply 
impracticable. Tens of thousands of service¬ 
men and civilians were classified as 
subversives ot potential subversives by the 
Home Office, acting in concert with the 
security apparatus within the armed forces. 

The unst^pableRed Armies, with all their 
ideological overtones, was a cause of official 
apprehension. An incipient but largely 
aborted anti-Sovietism nwrely foelled the 
debate. Pro-Soviet sympathies were 
omnipresent,—givoi foil expression even 
by those who not be so easily branded 

as communist sympathisers or dupes. Josqih 
Stalin was tnvaririrly and deferentially 
referred to as Mars^ Stalin, or more 
affectionately, as Uncte Joe. Writing ISyears 
after the war. Marshal Bernard Montgomery 
could say: “Consider Stalin. A great leader, 
ruthless maybe, and no kind of gentimen; 
but if it had not been Tor him the Rushans 
might well have-left the war in 1942.” {The 
History of Warfare, London, 1968.) A 
debatable proposition, to be sure, but one 
which nonetheless mirrored the soisibilities 
of an epoch. 

One could never forget, or be allowed to 
forget, the heroic mobilising battle cry of 
Winston Churchill: “We shall not flag or fail. 
We shall go on to the end. We shall fight in 
France. We shall fight on the seas and on the 
pceans...we shall never sunetuler.” Those 
were imperishable fighting words. But as the 
tide of victory turned after El Alamein and 
Stalingrad and political consciousness soared 
tofeverpitchitappearedobviortsiomostthat 
it could itot be a Cburdiill and the decadem 
social class from which he emanated, and the 
Imperial order he defended so loquaciously, 
that could engender a radicai reordering of 
the post-war world. 

The war had brought together inaconfined 
space tens of millions of peoples. True, a 
society of frill enqiloyment bs^ on a war 
economy was created overnight The trau¬ 
mas of the inter-war years vtrith its mass 
deprivation, eooitomie crises, the upsurge of 
fascism were burnt into the minds and bodies 
cd almost aU: tiierB were few who had es- 
eqied the temta of those years of mass 
unemphiymeiit wUmo wd^ systems to 
mitigate its savagery. 

What imparted strikingly vibrant colours 
to tiiese debates and organintional activism 
inaBduin that wasstiB tenaciously provindal 
was the preoenCB of several natio^ties that 


shared common dass aspiratirms and social 
animosities; the Rwe PMich, Canadians,* 
Americans, Europeans of every assortment, 
thousandsofcolr^al students and tile tensof 
tiiousands of jobless Irish (despite their 
hatred of Imponal Britain) that migrated to 
the UK in quest of jobs, and who enlisted 
massivdy in the British armed forces. The 
war years were therefore not merdy a place 
of collective encounters, but provided the 
arena for the igniting of radical politics. 
Enhandng this radicalisation wu that the 
combatants of June 1944were in many cases 
fitting alongside many that had seen the 
holocaust of 1914-1918. It was this unique 
symbiosis of the young and the older that had 
bixome a source of enormous cultural and 
political enrichment. 

The appeal for a Second Front that 
mobilised hundreds of thousands since 1942 
went way beyond the familiar appeal for 
hdping “our brave Soviet ally that tore the 
guts out of the Nazi army”, to use Churchill’s 
hom^. For Krishna Memm, who played a 
leading role in calling for the Second Front, 
it was a prelude to coionid independence. In 
this he was not alone. 

This was trueofthethousandsofpoliticised 
colonial students concentrated in London 
and the Midlands. As the marchers gathered 
the chant went up: Second Front; Now, Now, 
Now. Second Front: Now, Now, Now. Civil¬ 
ians and military marched and chanted to¬ 


gether. Slr^ans and bamwn of dl reified 
politicdpersuadons appeared, together with 
tile omnipresent red flags. At dw^trfevery 
demonstratimi thdre was the militant trarfi- 
timdpollticddiscourM. As KiishnaMenon 
said many years later to me: *We bdieved 
sincmly in the cause of the Second Ffont, 
bin as colonids we dso knew that it provided 
us with alever of immense powerin the battle 
for independence.” A fact that could not be 
dissimulated from the Coionid Office. 

‘The big thing’ when it came seemed d 
first unred. It was deliverance. It was the 
Messiah. Despite thdr youth, the drerews 
were tired. The bombs and tile V2rockets had 
taken their toll. There was the reality of 
pervasive fatigue in the context of joy 
inexpressible. Therationing system may have 
beoi parsimonious; but it was equitable. The 
end was coming soon; and with it the hopes 
that the traumas of fascism and imperidism 
thd reigned supreme bdbre die war would 
vanish, preparing the earth for a greater share 
of decency, rectitude and probity. 

Certdnly the redity did not match the 
dreamin the specific form thd many combd- 
ants and non-combatants would have wished 
in the cruel years that followed victory. The 
dream never matches the redity. Whdwasof 
the essence however was the destruction of 
fascism. Thd was worth fighting for. And 
thdisthe authentic meaning of the commem¬ 
oration of the SOth anniversary. 


Modernisation and Media Attraction 

Anglo-Malaysian Relations 

Vejai Balasubramaniam 

JJie present fracas in Angio-Malaysian relations is a product of 
Malaysia’s assertive stance on international issues which spells the 
country’s coming of age and the needfor the political elite to contend with 


dte demands cf domestic politics. 

FORMER colonies, especially those which 
have retained many of thecolonid structures, 
have dways tended to be viewed by the ex- 
colrmid condescendingly. Hence they have 
generdly refrained from redly asserting their 
indepen^fe vis-a-vis the latter. 

Modemisation,especially of the economic 
sector, on theother hand, however, has helped 
enhance confidence among the politied elite 
and dso duacted the dtention of the 
intemationd media to Malaysia. The present 
fracas in Angio-Malaysian relations is a 
product of Mdaysia’s assertative stance on 
inteniationd issues, thus asserting the 
country's coming of age^and the need for the 
politied elite to contend with the exigencies 
of domestic politics. 

In the eariy years of Mdaysia formation 
securi^ was the mdnconcernof the politied 
leaders. Internally the MaUyan.Q>minunid 
Party had gone-underground, after failing to 
win the wd for the ‘hearts and minds’ of 


Mdaysians, engaging government forces in 
a guerilla war. Extemdiy tte country faced 
the Indopesian intention on smashing 
Mdaysia, which it saw as a neo-colony meant 
at encircling it, and a south-east Asia which 
was politicdly unsettled. 

At this early stage the Malaysian politied 
elite, who inherited many aspects of the 
coionid economy and forms of governance, 
worked very closely with Bntain and her 
allies: the US, and closer home Australia and 
New Zedand. 

Politico-security and economic con¬ 
siderations limited the ability of the 
politied leaders to assert the country’s 
independence. Hence it was inevitable the 
country came to strongly dign herself with 
the west during the cold wqr. Accordingly - 
reports on Mdaysia in the western m^a 
were genoally fiivourable. 

However such concentration on the 
politico-security and economic imperative 
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by the political elite saw measures to rectify 
the socio-economic mainly fulfilling, 
pnncipally, a security iunctiun. By not 
pnvileging the socio-economy the colonial 
constructed economic imbalances continued 
to persist, to the detriment of ethnic relations 
in the country. It has been argued that this 
is one of the reasons for the ethnic clashes 
of 1969. 

With the inception of the New Economic 
Policy (NEP) the government began to'di rect 
its attention to nu^emislng society, from the 
eaily 70s. Tlic two-fold themes inherent to 
the niodemisation process, that is econormc 
and poliiical development, saw the 
government ilirecting its re.source.s towards 
enhancing the country’s productive base and 
creating a culturally homogeneous polity. In 
this period domestic issues were the mam 
concern of the political leaders. 

The mudcrmsation imperative saw the 
federal government focusing attention on 
greater centralisation and co-ordination of 
policy and decision-making. Rather than 
looking out the federal political elite was 
more concerned with the ‘negens’ (the 
provincial state.s): for Malaysia to develop a.s 
quickly as possible maximum co-operation 
from negen leaders wa.s needed. 

In this domestic oriented .stage the 
political elite found it expedient to continue 
to align with the west, liius such reports of 
Malaysia in the western media continued to 
be favourable. Hence the country’s labour 
laws, forest industry, environment policies, 
or relations with indigenous peoples, 
corruption, freedom of press, etc, issues 
; which today are bandied about were hardly 
ever the subject of the mainstream British 
media or its politicians in the 60s and 70s. 

Ten years on. the conscious attempt to 
modernise society saw Malaysia by the 
early 80s fast shedding its image as a 
producer of primary compiodities. 
Economically the country was on the 
threshold of the manufacturing stage. 
Similarly a polity schooled in the Malay 
language occupying executive and 
managerial positions in the public and 
private sectors had entered the middle class 
and expanded its ranks. However, this not¬ 
withstanding society continued to be 
plagued by ethnic based concerns. Among 
other things this saw the government coming 
to pitch the nation’s stability on economic 
growth. 

Torealise economic growth therulingdite 
were of the view that the economy had to 
make the strategic shift to the industrial stage, 
and the role of the manufacturing sector 
expanded. It was in attempting to make this 
sbAegic shift that its architect pnmc minister 
Mahatir Mohammed provok^ controversy 
with Britain. 

To be sure the importance of Britain and to 
a certain extent the west as a whole, as 
: ectmomicmodelstobeemulatedhaddeclined 
.Jbgrthe 1980s. TlKiirpooreconomy.andrestive 
^Ikbour relations, were looked upon with 
dlsdaia by . the Malaysian polidcal elite. 


Japan’s remarkable recovery after the second 
world war, disciplined woilcforce and work 
ethic, on the other hand came to be looked on 
as the ideal model. 

Making Japan the model to emulated led to 
the introduction of the ‘Look East’ and ‘Buy 
Bntish Last' policies in the early 1980s. 
These policies which in the main were aimed 
at reorienting the minds of Malaysians 
towards the need and virtues of discipline 
and a paternalistic government however carat 
to be viewed by the British government in 
particular as and-British and anti-west— 
though ironically Japan too was a part of the 
west—and an in^catorof Malaysia’s attempt 
to re-orient her foreign policy. 

The failure of the Thatcher government 
in fintain to understand the scope of the 
shift towards Japan thus led to a strain in 
relations with the Mahatir government in 
Malaysia. The latter was perceived as a 
dictator and anti-west; and among the 
Anglophile as someone who had an 
inferiority complex for not having been 
educated in Britain, like the pnmc ministers 
who preceded him. Naturally such 
sentiments found their way to the media 
and exacerbated what was no more than an 
attempt at social engineering by the 
Malaysian prime minister. 

Such strains in relations arising from 
misconceptions on the part of the Bntish 
were soon resolved when following the 
onslaught of the recession which hit the 
Malaysian economy in the mid-80s saw 
members of the Malaysian government 
jaunting on an investment promotion drive 
overseas; to be sure Britain was included in 
their itinerary. 

The spccid concessions, for example tax 
holidays, repatriation of profits granted to 
foreign cotporation.s which entered into joint 
ventures with Malaysian enterprises 
principally in the manufacturing sector, led 
to a torrent of foreign capital into the country. 
By the end of the second half of the 80s the 
economy had begun toptekupand the country 
was recording an average of 8 percent growth 
from 1989 onwards, 

Insofar as this satisfied the economic 
aspect of the modernisation equation it also 
provided the structural pre-conditions which 
enabled the political elite to assert the 
country's position internationally. By 
emphasising the role of the manufacturing 
sector as the engine of growth and foreign 
exchange earner the country’seconomic bare 
was diversified. Malaysia had by the early 
90s .shed its image as a primary commodity 
producer. 

The modernising economy too heightened 
the confidence of the niling political elite, 
imbuing them with die-view that Asians too 
can manage their economies sgundly, if not 
better than the west. To be sure the west, in 
particular Britain, the US, and Australia, 
were going through a recession, while the 
Malaysian economy and Asian economies as 
a whole were experioicing strong growth. 
Providing substance to the polidcal elite in 


the former that success was due to their own 
and their people's hard woric and resilience; 
and that it was quite independent of the west. 

Among others this saw the Malaysian 
political elite taking a more aggressive stance 
in intemadonal forums, for example: the 
Commonwealth, Asean, south-south 
confoences, the OIC, the CIS, the non- 
aligned movement, the UN—a position which 
culminated in the conceptualisation of the 
East Asian Economic Caucus (EAEC). 

In most of these forums it was the west, in 
particular its double standards on.iSsues of 
human rights and democracy which drew the 
brunt of criticisms from the country’s 
political elite, helping to raise ^4a]aysia’s 
profile, in particular that of Mahatir 
Mohammed’s, internally and among south 
countries (especially those who foreconomic 
reasons had to contain their cridcisms). But 
while modernisation allowed the polidcal 
elite to take a more assertative stance 
internationally it also attracted die media to 
Malaysia. 

The reviews and comments on Malaysia in 
the international media were mixed. Thus 
while reviews which tended to focus on 
economic aspects generally tended to be 
favourable while those which dwelt on 
politics, culture, and society were generally 
mixed. The allegations of comiption by 
Malaysian ministers while an orientalist 
construct of the north that most business 
dealings with the south are sumpddous is 
also a reaction, albeit condescendingly, of 
sections of the north to Malaysia’s 
assertative stance. 

While the validity or otherwise of these 
accusadons is important for the government’s 
credibility the ruling elite’s tendency to laud 
good reviev/s and reject those which are 
critical reflects its need to use the media to its 
own advantage; that is the exigencies of 
domesdc polidcs. Hoein lies the reason why 
rather than regard the accusations of 
corruption as stemming principally from 
greater international m^a interest in the 
country’s modemisadon Sunday Times 
report had culminated in the present Anglo- 
Malaysian fracas. AsfarMahadrMohammed 
is concerned the ‘die is cast’, there would be 
no more government contracts awarded to 
Bridsh Arms. 

The aid granted by the Brid^ government 
under its Overseas Development Aid 
programme for the Pergau Dam project 
despite the findingsof surveys on its economic 
logic does raise some interesting questions, 
kitoy researchers on aid from countries of 
the north to the south have pointed out how 
such aid benefits capitalist interests ki the 
north. Buttheexigoicies^fdomestic politics 
does not seem too conconed witii exppsing 
such interconnections, orotheiwise,be^iwen 
aid and trade. HenceitdoesappearanexooUent 
opportunity of exposing the sufieptiqous 
natureofbi^ness dealings in the north sekms 
to have been forgone. Whether Malaji^ia 
would want to take the lead in this diiectHrti. 
however, remains to be seen. 
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Oiangii]^ Role of Small-Scale Industiy 

International Influences, Country Experiences and 

Lessons for India 

S Naidundan 

This paper discusses the changing role of small-scale industry in the context of the adjustments calledfor by die process 
of globalisation. The first part of the paper reviews the internationally pervasive influences of globalisation, technology 
revolution and structural reforms. The second part presents eight country case studies of the changing role of small-scale 
industry. The final part attempts to draw lessons for India from the analyses of the first two parts. 


THE oil crisis of the second half of the 70s 
stiinuiated profound changes in both deve¬ 
loped and develc^ing countries. 

In the develops countries a process of 
restructuring of economies has been tak¬ 
ing place based on optimising factor use 
(energy, materials, capital and labour), 
reducing cosu and improving productivi¬ 
ty and efficiency, thereby leading to growth 
and higher incomes in the 80$ and 90s. 
The technological revolution engendered 
by the microchip and by rapid telecommu¬ 
nications has aided the restructuring pro¬ 
cess by underlining the advantages of flex¬ 
ible manufacturing methods over mass 
Induction. Moreover, globalisation of 
financial markets and internationalisation 
of manufacturing—assisted by computer- 
integrated but decentralised management 
technology—have enhanced the impor¬ 
tance of the services sectors vis-a-vis manu¬ 
facturing in these countries 
In the ^veloping countries (except for the 
NICs), on the other hand, the oil crisis, 
among other factors, led to a cumulative 
chain of balance of payment crises, produc¬ 
tion crises, reduced productivity, lower in¬ 
comes and enhanced poverty, at least until 
the beginning of the 90s. Structural adjust¬ 
ment programmes, assisted by the IMF and 
the World Bank, have sought improvements 
through appropriate macro-economic, 
fiscal, trade, industrial and agricultural 
policies, oriented to the market mechanism, 
the private sector and the entrepreneur. 

Most sectors of the economies of devel- 
iping countries have had to drastically 
adjust to the process of globalisation mov¬ 
ing from a state of temporary and involun¬ 
tary dependence on the more powerful to 
one of voluntary interdependence. This 
. p^ier will concentrate on the changing 
' role of small-scale industry in this process 
of restructuring. The first part of the paper 
will review the internationally pervasive 
influences of globalisation, the techno- 
^ logy revolution and structural reforms. 
The second part will present country case 
. itudies of the changing role of small-scale 
industry in eight countries: the US, Ger- 
^ many, Italy, Japan, China. Korea (South). 
^Malaysia mid Mexico. The final part will 
^•attempt to draw lessons for India from the 
^lanalyses of the first two parts. 


I 

Internationally Pervasive 
Influences 

Giobalisation 

The technological, managonent and in¬ 
formation revolution of the 1980$ has given 
overriding importance to knowledge- and 
information-based manufacturing, market¬ 
ing, servicing over capital-, material- and 
labour-intensive operations. Typically the 
cost of manufacturing is only 2S per cent of 
the end-user price. Value is added not by 
hbour alone but more by research and de¬ 
velopment (R and D). engineering, financ¬ 
ing and marketing functions. “Such func¬ 
tions as distribution, warehousing, financ¬ 
ing, retail marketing, systems integration 
and services are all legittmate parts of the 
business system and can create as many and 
often more jobs than simply manufacturing 
operations.”' 

Computerisation and the spread of infor¬ 
mation technology have not only blurred the 
distinction between manufacturing and ser¬ 
vices sectors but also increased the share of 
the latter in GDP in developed economies. 
Over the last 20 years, manufacturing share 
in GDP has decreased from 36 per cent to 29 
per cent in Japan, from 28 per cent to 20 per 
cent in the United Kingdom, and from 26 per 
cent to 19 per cent in the US. “Manufactur¬ 
ing IS important for employment, trade, and 
the creation of wealth. But it is not uniquely 
important ... nor ... necessarily the most 
important activity in a rich modem eco¬ 
nomy... Understanding why muiufacturing 
is no longer all-important begins with the 
fact that more and more of the output of 
wealth creators goes into intan^ble filings: 
computer programmes, telecommunication 
systems, films, etc.” * 

The globalisation of file world economy 
has been going apace, megafirms interlinking 
each other in the US. Japan, Europe. Latin 
American and the Asia-Pacific region. 
Interlinking and co-opendon are particu¬ 
larly close among the US, Japan and the 
European Union (EU). ‘The liberalisation 
of finance has encouraged the growth of 
some600 megafirms which used to be called 
multinaticmals and whidi now account for 
about one-fifth of value added in agiicultuie 
and industrial production in file wortd... 


Megafirms are essentially nrm^tional.”’ 
The globalisation of the world economy has. 
tend^ to reduce the sovereign power of 
governments. “Real power is devolvmg <m 
decentralised groups and sfibgroupsof wotk- 
ers, entrepreneurs and managers linked 
around the world—the groups of prdilem- 
solvers, problem-identifiers and strategic 
brokers.”* 

Among the global developments, the 
growth of regional trade bld^ must be 
mentirmed, whose members gain econo¬ 
mies of scale by trading preferentially among 
each other in a larger market The EU and 
the evolving North American Free Trade 
Area (NAFTA)—US, Canada and Mexico 
and Asia-Pacific Economic Community 
(APEC) are prominent examples. Africa 
and Latin America have their regional and 
subregional groupings, but trade is still 
largely with developed countries. TheSoufii 
Asian SAARC is as yet still-born as far as 
trade and economic co-operation go. 

The effects of globalisation and tegionali- 
sation on industrialisation and small indus¬ 
try development emanate from the cqiening 
up of the economy and enhancement of such 
competitive advantages as exist in human 
and natural resources and their development 
hitherlo. It will be noted in the next section 
that the advantages of the technological 
revolution have b^ mostly to enhance the 
conyietitiveness of develop^ countries 
through flexible specialisation and com¬ 
puter networking. Liberalisation of trade and 
fleer movement of factors of production as 
well as netwoiking of decentralised work- 
units have increa^ the nfie of strategic 
analytic core management and of services, 
especially financial. At the same time NICs 
and Chiiu have beiKfited through tbeir in¬ 
frastructure and skilled manpower in being 
d)le to attract industries frinn devdop^ 
countries to locations in their countries in 
well-developed industrial and technology 
parks. Poorer developing countries have 
attracted Mllutinginduagies such as leather . 
or those imng chimp and exploiud labour 
such as in carpets and garmoits. 

ThcHNoijoav RavoumoN 

Scientific pn^gtess as well as.econondc 
efficieiKgr have come to dependenfiiebroad 
difluskm of micro-prooMSora. This hM- 
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iKot^ ibaui t iBC l iiiologted levotuiiaii 
•od dffiCtBi aunuftdufing melhodi and 
flBttpriM ofianiatfioo in darel^ coun- 
liiM in • ii 9 iificant wty wUcn lends to 
bwow maltacale prod u ction. This tech¬ 
nological levolution-ixipalaily km^ 

FS or flnxftfelnanulMiifiiig lystens^^ 
hei^ be te nhat inportant dovelopnieat 
^Upctty tauiaaliialiaaiion and small-scale 
indMbydsmIapinettiadevekipingcoun- 
nlMiaiiiawiniivonoortwooec^. It 
provides both chdlengef and oppoitanities 
to 4evdlapta% countries which cannot affoid 
not to adbpt toeir production and manage¬ 
ment system to the PS paradigm. 

file small industry development wave 
the 196te—led by IndhH-was inqdred by 
the lessons of dw pie-wotid war n great 
depniHion and the remedies adopted in die 
western world, particularly dw UK and the 
US. Ibe trhul rf industrial estates, financ- 
iiy and industrial extension services owe 
much to the indusbial estates programme in 
the UK and the Small Business Administra¬ 
tion programme (preferential government 
purchases, sub-contracting and sulttidised 
loans to small businesses) in the US. 

The second wave in smidl industry strate¬ 
gies and progr a nunes winch must now lake 
place in devdoping cotmiries—sooner rather 
thui later—will hopefidbr be inspired by the 
PS paradigm resuidag from recent experi¬ 
ences in Europe (mainly Italy and Germany) 
which has chunpioned the vidiilily of smail- 
scaleindustrialisation. Jtistobeno^thatdw 
essential elenients of PS include inter-iiim co¬ 
operation in agglomerations or clusters of 
idated rnanumcturing in industrial districu, 
combining competition and co-operation, i«- 
lationriup betweoi small and large enterprises, 
netwotkingand ’collectiveeffidency’. Such 
ideas wereafeatuteof‘functional’, ’specialised’ 
and ‘andllary’ mdusUial estates advocated 
and promoted in India in the late 1950s and 
1960s, with onfy fimiled success Qi^h^ 
because of the closed stifling macro-pdi^ 


erivironfflem).Theempioyiiientafinicn>coin- 
ptttm (as a network) with centralised co¬ 
ordination and management and fost, flexible, 
high quaii^, divetsi^ and low-cost produc¬ 
tion resulting tiieie&om seems to have made 
an the difference to die success ot flexible 
mamifacturing programmes in Europe. 

To cite die example of Ita^,* geographic 
specialisation in various productive sectors 
through small and medium enterprises has 
taken place in hundreds orsmall towns and 
villages, especially in the north-east and the 
centre. These enterprises are set up in 
industrial districts characterised by single- 
sectorproduction. Examples aremetal prod¬ 
ucts, machine tools, musical insiroments, 
textiles and clothing, footwear, leather 
goods, furniture, jewelieiy, glassware, ce¬ 
ramic tiles. They are gener^ly highly com¬ 
petitive and of hfgh quality and precision, 
contributing to etdiar^ng Italian exports. 
Rnto produces 38 per cent erf intemationally- 
traded carded wool, representing a quar¬ 
ter of the earnings of the Italian textile 
industry. Sassuolo meets one-third of the 
world market for ceramic tiles; Como is 
famous f(v high quality pure silk fabrics 

It should be not^ that these exipnples are 
in Odditirmal industries, till recent regard¬ 
ed aa labour-intensive and where inter¬ 
national comparative advantage lay with 
developing countries. 

One could take other examples from the 
US * where almost complete automation has 
enabled production of certain products to be 
shifted back to the US from the developing 
countries. (Clusters or agglomerations pro¬ 
viding collective efficiency through inter¬ 
relations of small-scale indices do not ap¬ 
ply in the cases cited below, but automation 
and flexible manufacturing are cntical.) 
Tandy shifted production of speaker enclo¬ 
sures fiom the Canbbean to Texas and ex- 
poited them to Japan. Arrow shifted 20 per 
cent of shirt production back to the US after 
IS years of out-sourcing. Computerisation 


enables quick response to changing stjdea to 
smaller lots (uoduction (batch produetkm) 
as i^ainst the emlier mass production (MP). 
Asian suppliers require three months to 
fulfil new orders. Benetton of Italy requires 
two-to-three months and Haggm App^ to 
Dallas direedays(as against? weeks it onoe 
needed) because of its electronic netwoik. 

The Italian industrial districts are some¬ 
what diffoent than individwl firms in dw 
US in that tiiey comprise of clusten of small 
firms. The similarity is in being able to 
respond quickly to changes in iiuiket de¬ 
mand and competition through flexibility to 
manufacturing {Hoducts and processes. 

Technok^ binding has alsooontribmedto 
technology innovation. Prato, die textile cen¬ 
tre, has a constellation ot 13,000 small-amde 
firms m manufactunng, finishing, dyeing, elB, 
as well as transport, insurance, banking and 
other services. 70,000 people are enqtoyed, 
traditional technologies coexist with the most 
modem. It is a decrotralised production qte- 
tem exhibiting a high degree of flexible ii^ 
gration, especially in the distribution of Olden 
andmaike&ng. The Italian National Agency 
fa- Nuclear aid Alternative Eneigy O^iA) 
assisted the Prato district in formulating and 
implementing an energy efficiency system, a 
computer-aid^ design (CAD) system for de¬ 
sign, robotised system for spuming and caiil- 
ing, automatic looms, and other innovatiam, 
diffusing computer and telecommunkation 
systems. Institutionalandorganisationalim- 
provemenu were made through an association 
of all those involved (Sistema Prato 
Innovazione Tecnologica (SPRINT)) fof plf>- 
viding leadership and finanaal bacidng. Over 
a penod it has been possible to raise productiv¬ 
ity and quality and enable fast response to 
changes m maiket demand. 

The contrashna features of mass produc¬ 
tion (MP) and flexible speaaliution (FS) 
have been desenbed below. 

Ajit Bhalla and Jeffrey James review the 
alternative economic and institutional medi- 


Table 1: Mass Production and nxxtsuB Sfectausation—C oNTRAsiwa Features 


Mode of 
Production 

Competition 

Pniduci Strategy 

Amtudeto 

Labour 

Division of 
Labour 

Embodied 

Technology 

Factory Layout 

Inter-fiim Links 

MP 

Price 

Standardisation 

Seenasacost 

Smgie-tasking, 

smgie-skilling, 

hinarchical 

commuRicaUon, 

quality conuol, 

specialised 

Special purpose, 
fixed transfer line 

Funcuonal 

Short-tem 

FS 

naduct 

chancieristics 

Variety; rapid 

response; 

innovation 

Scenasa 

resource 

Multi-tasking, 
multi-skillmg, 
two-way 

General purpose, 
flexible transfer 
line 

Cellular 

Qoie co¬ 
operation; long¬ 
term 


comnninicauon, 
tnisi; uivotvemeiM 
in technical 
change, qualuy at 
source, labour as 
a resource 


Senree: tL'Ktf)Uky,Fn0mMasi;Rrodiicium0FltxMeS^taUsalum A Cure SMM(yJram<i&iw-/nda.rrnalucdFco>u»ny.Insnnite of Development Snidies, 
Sumex. November .1991. 
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kniim implicit in the application of new 
technologies for institutional mechanism 
implicit in the application of new technolo¬ 
gies for small-scale industrialisation through 
' three possible routes; 

(1) Choice of technology; 

(2) FS;and 

! j(3) Oecoitralisation. 

Ihqir analysis in tabular form is reproduced 
(Tj^le 2) and is self-explanatory. 

lliare has as yet been insufficient re- 
sedrcb experience in the spread of new 
technologies or conditions under which FS 
could be beneficially promoted in develop¬ 
ing countries. Computerisation and CAO/ 
CAM appiicaoons have fairly s|nead in 
NlCa. llim seem to be good prospects for 
the spread of micro-computm' technologies 
in developing countries. However, die com¬ 
plementary telecommunication facilities 
need to be more fully and rapidly estab- 
> lisbed in countries such as India. Indige¬ 
nous R and D facilities also need to be 
strengthened and further developed. New 
wave technologies in electronics, computer, 
, telecommumcations, biotechnologies, etc, 
' have to develop rapidly. 

The new technologies emphasise external 
economies of scale and scope which is pro¬ 
vided by networking of production. This is 
possible with small- and medium-sized en¬ 
terprises and does not necessarily require 
very large size of individual operations. 

' theatganisabonitfproduclionincluslersor 
^"agglomentions, techidcal and nunagmial co- 
'^oidination and networidng through computers 
need an appropriate social and cultural 
rinito where group dynamics in socio-eoo- 
'Domk cultural activities (through families, 

, <exiBnded Cumlies, clans, tribes, etc) is more 
\rigsdficant than sepaiam individual activities. 
, The new technologies of PS tend unpor- 
ttnoe to meso-factocs (as contrasted to macro- 
end micro-fBctois). The development of clus- 
!tan and agglomerauons of enterprises in re- 
<'liaiial towns to me^ regional/local consumer 
ftamuSa tn considered sigmficant and pro- 
jfide potential for small industry growth. The 
; fcvelopmentoftownandvillageentetpnsesin 
fslsnall and medium towns in China during the 
, .MOsledtoconsiderableindustnalgrowth. In 
^ ci^onal development, small enteiprises oper- 
P |e in niches, serve smaU specialised or local 
naifcets, exploit localAegional labour and re- 
(, lOuroes and make often specialised and non- 
h hndardised products, thus offcnng oppoitu- 


; °,iltesforPS. 

I 't Hubert Schmitz,^ one of the pioneers in 
I le field of research on small firms and PS, 
' u cited the example of Kumasi in Ghana 
? ^.here the small-firm economy has exhibit- 
i , latemarkable ability to resp^ quickly to 
iV^sis situations as well as innovations and 
I rilective efficiency. Schmitz’conclusions 
|.'pm studies in several African, Asian and 
,'.atin American countnes are the following: 

(1) Competitiveness requires the capacity 
u adapt to disruptive circumstances in de- 
^iloping countnes even more than in deve¬ 


loped countries; 

(2) Sectoral agglomerations of small firms 
are conducive to devekrprnent of such capa¬ 
city due to their potential for collective 
efficiency arnfflexibility; 

(3) However, ^ adapmtlan and innovathto 
do not necessarily take place in dusters; and 

(4) HowtofaBteroolteotiveefficiency through 
public policy is still an open question. 

SnucnfliAL Rapoam 

Some 3S African countries have been 
implementing (or are about to implement) 
structural adjustment programmes under 
arrangements with IMP. POTSome24coun- 
tries credits and loans amounted to US $ 7.5 
billion. “The common feature of the 
programmes is their focus on laying the 
foundation for sustainable development; by 
their emphasis on redudng finandal imba¬ 
lances, removing structural impediments 
from private economic initiative, providing 
a supportive infrastructure, and creating 
efficient and effective institutions, white 
making every effort to shelter the poor and 
the vuinmable.”* 


Structural atyustment programmes in 
ntostly Aftican oaontrtes (but also a few 
other devdtoping countries, including re¬ 
cently India) have been necessitated by a 
long-term tr^ (20 years in many Afirim 
countries) (tf continuous deterioration of per 
capita income, growing extental inddrt^ 
ness, fiscBl imbalances and decreasing out¬ 
puts in agriculture and manufacturing. No 
doubt, in several cases natural calmiuties 
and dWIAnilitary disturbances have been 
the main reasons. Basically, past develop- 
ment polkies of command economy-type— 
planning, controls, public sector domi¬ 
nance—have contributed significantly to 
the malaise in many cases. * 
Industrialisation policies in many of die 
affected countries had relied on low agricul- 
ttiral prices and diversion of resources to 
grandiose public sector projects of import- 
substitution, raw materia] processing or 
basic industry development nature which 
made considerable losses and added to Bs- 
cal and balance of payments deficits of the 
countries. As regaMs small-scale industry, 
-supply-side measures of assistance provid^ 


Tabu 2: Naw TBCHNOLOoies and Small-Scau Inousiiuausaoon—AL iasNATivB Economic and 

iNfimmONAL Mbchanisms 



Choice irf Technology 

Flexible Specialisation 

Decentiaiisation 

Technological focus 

New tedmoiogy ax an 
expansioo of the existing 
lange of techniques 

New technology as 
part irf the new FS 
paradigms 

New technology as an 
expansion of spatial 
technological 
possibilities 

Unit of analysis 

Individual Arm 

Individual firm as pan 
of a well-defined cluster 
of films 

Individual film/ 
community 

Organisational 

change 

Not major atea 

Innovative comple- 
mmitarities 

May involve changed 
lelationsbips between 
central and dispeised 
units of (mduchon 
(disiributim) 

Geographical focus 

None 

Agglomerallve 

cluaten 

Dispersion 

Inter- and intra- 
finn linkages 

Only insofar as 
differential tales 
adoption by small and 
large firms affect the 
competitive position 
ofthe (braier 

Central issue, competi¬ 
tive aad co-operative 
relationships between 
small-scale and laige- 
and smaO-acale films 

Unimportant (with 
dispeised ‘stand-alone’ 
adoptibn) or important 
(whiue dispersed units 
interact with centially- 
located units) 

Benefits 

Increased profits by 
individual adopting 
firms 

t::ollective efficiency’. 
dynamic gains tat export 
maikets, externalities 

Regional decentnUu- 
tibn, increased equality 

Main constiainia 

Factor prices, skills, 
infomialion 

noMems of collective 
action, ’goverameiN 
Minns' to induce 
oo-operadve behavioiir 

Lack of inftmrtictiMe 
aod alibcthro dnuaul itt 

Examples 

CADteompuier-aided 
manatecUHtag (CAM) 
in newly indintiialiaiiig 
Goonules (NiCs); micto- 
compuier technologies 
in Africa 

hate 

fisueUDB. micro-hydro 


Souit*- AJit Bhalla and JefAey Imam. Ukm-Bbanaks, FlaM* SpadattaaUmt aad Sm a ll Scait 
ladiuirUilisatiim m TMrrf World. Wortd Bnpioymsat P te g ianu na , bHanaliaatil labbur 
OrgaaisalteaaU)), 1991. 
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by ceatnUiofl fOvtdVMMnt |Sii^ 
faliad (0 cataljrie entrqmneuriliip and lo 
lead to te olabhshiiient (rf viaUe enterpris¬ 
es Such measures in the fnm of accommo¬ 
dation in mdustnal estates, financing, raw 
matenal siqiply. import facilities for equip¬ 
ment and raw matenals, trauung and com¬ 
mon facibbes were costly and benerited 
only a select few The nugonty of exisnng 
and potential small enterprises was discnm- 
inaled against—compami to larger busi¬ 
nesses, pnvale and public—and had to pay 
more for imports, credit and other services, 
thus rendenng their enterpnses unviable 
and unprofitable 

Broadly speaking, structural reforms Mve 
consisted of extemal sector reforms^/(cor- 
recnng the over-valuation of domestic cur- 
fcncyAinder-valuabon of convertible cur¬ 
rency), enhancing availability and 
liber^sing allocations of foreign exchange, 
demand management (restnictunng of 
mand within the economy away from con¬ 
sumption towards the pi^uctive sectors), 
libei^isatuHi of intemd trade and agncul- 
tural markenng and processing, and public 
sector restructuring (removal of protection, 
adjustment of tariffs, reductitm of subsidies, 
pnvatisatKMi, reform of civil service, etc) 

A recent study* categonses the character¬ 
istics favoured or penalised by structural 
reforms in Afhcan countries as shown in 
Table 3 According to the author of the 
study, the findings suggest that struchiral 
reforms favour modem innovative small 
firms, especially the engineenng sub-sec¬ 
tor, and penalise traditional micro-enter- 
pnse activity On the other hand, another 
study (Umt^ Republic of Tanzarua)”’ indi¬ 
cates that the beneficianes of structural 
reforms have been mostly micro-enterpris¬ 
es using mainly domestic resources Infor¬ 
mal micro-enterpnses in the United Repub¬ 
lic of Tanzania grew rapidly during 1985- 
1990, in many cases doubling the employ¬ 
ment of labour over the pen^ There has 
been a boom in forward-linkage industnes, 
e g, grain mills, oil presses, coffee/cashew- 
nut processing and saw mills Develop¬ 
ments in other countries, e g, Zambia, 
Uganda, Senegal and Ghana also confirm 
the vitality of micro-and informal enteipns- 
es One reason is that many of them com¬ 
pelled by the difficult circumstances of the 
mid-1970s to the mid-1980s learnt to be 
innovative and make use of domestic re¬ 
sources (Meaimng by doing') The provi¬ 
sion of mixntives to these enterpnses has 
had multiplier effects to some extent 
The effects of the reforms may be further 
elaborated on the basis of the studies already 
ated 

(I) External sector refonns Mtcio<nler- 
pnses which have failed to significantly in¬ 
crease the quality the pnxkicts. e g, textiles, 
soap, footwcff have lost markets to imported 
goods. Those svhich have upgraded technolo¬ 
gy and found product rachre have ben^tod 
fmni the avalMuhty of inqimied components 


and (IvcitUled fitsv pKidneliati< 

(2) Demand managemenL' Small firms 
catering for die poorer sechons of the popula¬ 
tion or the pubte sector hare suffered. Small 
firms which hare been ^ to develop linkag¬ 
es with growth sectors and impKire technolo¬ 
gy Old quahty have benefited, e g, small 
eiigineaingwoikdiops,tool-mak^inadune- 
tool manufacturers and r^niien 

(3) Intemal tiade/agncuWe hberalisabon 
Encouragement to fmwaid-Iinkage indus¬ 
tries. e g, agro-processing 

(4) Public sector restructunng Oppmtu- 
mties fat subcontracting open up, on the 
other hand, skilled workers, managers and 
ennepreneurs—retrenched from the public 
sector—crowd into the small-scale sector 

According to IMF, the growth rate of 
countries under structural reform 
programmeshasbeen4 2 percent per annum 
in the three or four years following the 
reforms as against 2 6 per cent in the preced¬ 
ing three-year penod " Moreover, export 
performance—pamcularly non-tradiuonal 
exports—improved significantly 

One important lesson to be leamt from the 
experience of structural reforms is the rele« 
vance of selecuve targeting of assistance to 
small-scale enterpnses based on needs and 
potentialities rather dian genetalised sup¬ 
ply-side assistance 

n 

Country Case Studies 

Over the last two decades there has been a 
considerable impact of global developments 
on the growth of the mdustnal sector, particu¬ 
larly the small- and medium-scale industry 
sector Globaluation of manufac.tunng, trade 
and finance and devetopment of new technol¬ 
ogies economising on factor use and accenting 
on knowledge, skills and information have 
turned the comparative advantage even in 
traditional industnes in favour of the devel¬ 
oped countnes Many of them have moved 
from mass producUon to flexible manufactur- 


Chaiactenstics Favouied 
Low impoit dependence 

High linkages untb growth sectots of the economy 
Significant technological enhancement 
High baniers to entry 
Innovation 

Serving an import substituting function 


ing methods ilBough fito OM of tadbUMdioh 
tedinology {nucro-conqiuten and lah o flii h 
mufflcahon channels) 'nushaseufciedflagcp 
ible responses to changes in marint demand 
which has been characterised by t^Arendtoed 
products rafter than standanhsedproduett. In 
this process, the role of small- and tiM^flim- 
scale enterpnses has somewhat eidwi^ itt 
ftedevclopedcountnes Thedevelopingooan- 
tnes on the other hand have—except for newly 
mdustnalising countnes (NlCs)—sirffered a 
detenorabonm their economic growft Ihcre 
has been a cumulabve chain of balance tk 
payments ensis, production crisis and fiscal 
cnsis Structural adjustment programmes as¬ 
sisted by the World Bank/Interoaoonal 
Monetary Fund (IMF) hare been designed to 
remedy this situation Macro-policies of 
liberalisation and Ughter monetary and fiscal 
regions on the whole adversely affected m the 
shon term the profitability of existuig indus¬ 
tnes However, expenence indicates ftatmil- 
tsbe pncing, availiftili(y of unpoits and mtro- 
ducbon ot competition have m the medium 
term boKfited ^ most dynamic (tf fte uidns- 
tnal enteipnses which could link up with fte 
growft sectors and could undertake export 
efforts Hie respemseofthe small-scale sector 
and fWiticidarly the informal sector ui some 
countnes has been very encoungiQg Th^ 
often filled fte gap cruued by the decluie 
large enterpnses lnsomeoountnes,lhcyhaw 
organised themselves into self-help groups, 
association, etc. to obtain the advantages of co¬ 
operation m marketing, finaiKang, supply of 
raw matenals, etc Su^ co-operation hv thus 
stimulated fte growth of non-govenunental 
organisations (NGOs) to assist m the develop¬ 
ment of small scale industnes 

United Statts 

US remains the biggest single industnti 
power and the world leader m technology Its 
essential features are globalisation of manu- 
factunng tncreasmgroleofsetvices,electro- 
me computer-telecommunication revolution 


High impon dependence 
Low linkages (local demand) 
Low technological enhancement 
Low harriers to entry 
Cut throat coropeutton 


Tablb 4 Dlfinitions of Smacl Business in US Laiouk Lfgisi ahun and AoMiNisniATive PEACneg 


Mamifactunng 

Wholesalmg 

Services 

Retulmg 

Construction 

Agncuhiiic 


Small Business Administrative Loan Programme 

SOO I 300 employees (depending on industry) 

500 employees 

$ 3 S -14 3 million annual sales or receipts (depending 

on industiy 

-do- 

S 17 million average annual receipts for three past yean 
$01-33 million annual receipts 


Source SBA, Butmev Loeuufivm the SBA, September 1984 


Table 3 ENTBantisii Chabacteiustics Favoukeo or Ptnaiisfo ar Structural Aoiustment Pociors 

Charactenstics Penalised 
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and fljobal influence or its mega Anns. This 
new system of accelerative hi-tech weahh 
creation has been described by Toffler as 
characterised by the following elements. 
—The new acceterated system for wealth cre¬ 
ation is increasingly dependent ontheex- 
changeofdata,infoiniation and knowledge. It 
f is ‘super-symbtlic’. 

' —The new system goes beyond mast ptoduc- 
i lion to flexil^ customised, or, 'demassified' 
( produciKm. Because ot the new infomaiian 
‘ technologies, it is able to turn out short nins of 
highly varied, even customised product at 
' costs ^iproaching those of mass production. 
—Conventional factors of production—land, 
labour, raw materials, and capital-4)ecome 
less important as symixilic knowledge is sub¬ 
stituted for them. 

' —Instead of metal or paper money, electronic 
, information becomes the true m^um of ex- 
' change. Capital becomes extremely fluid, so 
that huge pools of it can be assembled and 
(tispersed ovonighL 

—Coods and services ait modularised and 


f 


configured into systems, which require a mul¬ 
tiplication and constant revision of standards, 
-^low-moving bureaucracies are replaced by 
small (demasnfled) work units, temporary or 
‘ad-hocratic’ teams, increasingly complex 
business alliances and consortia. The bureau¬ 
cratic organisation of knowledge is replaced 
by fiee-^w infomiation systems. 

—The numbo’ and variety of organisational 
units multiply. The more such units, the more 
transactions among them, and the more infor¬ 
mation must be generated and communkated. 
—Woikers beo^ less and less interchange¬ 
able. Industrial workers owned few of the 
I tools of production. Today the most power- 
y fill wealth-amplifying tools are the symbols 
inside workers' h^s. Workers, therefore, 
I own a critical, often irreplaceable, share of 
. the ‘means of production’. 

^ —The new hero is no longer a blue-collar 
3 worker, a financier, or a manager, but the 
) innovalor who combines imaginative knowl- 
|ed^ with action. 

‘f —^Wealth creation is increasingly recogni!«d 
I jto be a circular process, with wa.stcs recy- 
^cted into inputs for the next cycle of produc- 
^tion, necessitating computensed monitor¬ 
ing and a depth of scientific and environ- 
*mental knowledge. 

i—Producer and consumer, divorced by the 
'industrial revolution, are reunited in the 
icycie of wealth creation, with the customer 
umtiibuting not just money but market and 
.jdesign information vital for the production 
process. 

C—The new wealth creation system is both 
-local and global. Powerful microtechnologies 
/Inake it possible to do locally what previ- 
'bttsly could be done economically on a 
)>Hationai scale. Simultaneously, many func- 
Hons spill over national boundaries a^ fuse 
. Into a single productive effort. 

|,,i The characterisucs described above hove 
iiijMded to accentuate, on the one hand, the 
of innovative small scale work centres 


m die economy, and, OB lilt tMier band, lo 
underline the iinpoitanee of inler-link^Mi 
both Iwriizonlil and vertical, ainongM firms 
oTtWffarant sizes and between dineieni lo¬ 
cations intei^regionally and internationally. 
While small business is an integral part of 
the economic system, it is not Rgarded as a 
(fistinct category in the sclual oiipnisaiiOB 
oftheUS.po&tic^y.eoononiieaUyar socially. 
This is true des|tite the opmaiions of ite 
Small Busirwtt Administration created in 
1953 to provide low interest loans, technical 
assisuuice and help in tendering to govern¬ 
ment conirecti, to defined caiego^ of 
small enterprises. A small business is de¬ 
fined broadly as one which is independently 
owned and is not dominant in its field. A 
more detailed definition is given in Table 4. 

Sm^i enterprises are important in tiw US 
as a seed-bed for growth, initiator of ideas 
and innovations, a countervailing frace 
against caitels, and as a means to ensure 
‘fair trade' practices. The vitality and net 
growth of small business is due not mainly 
to small business policy, but to the key nde 
in the polity of individual initiatives and 
entrqHeneurship, the infrastructural facili¬ 
ties provided by state and local govern¬ 
ments, the activities of oiea-ba^ corpora¬ 
tions and associations, trade union activi¬ 
ties, etc. The major impact of SBA 
programmes has teniM in recent years to be 
on the promotion of business by minorities 
(e g, blacks, hispanics) and by women. 

In the US economy only a quarter of total 
empfoyment is provided by manufocturing. In 
the size category less than 100, only 14.7 per 
cent of employrnent is by the manufacturing 
sector, in die category less than 500. It IS about 
18 per cent. Conmumon, trade and services 
sectors are far mote significant for small bua- 
nessempkqrmenL Envloynient in small busi¬ 
ness dominated sectors increased from 48.6 
miilkxito50.l million between 1988 and 1989 
but this was almost entirely accounted for by 
the trade and services sector. There was litde 
change in manufacturing, which means there 
has been a shifi in employment away from 
manufacturing. Howew, within the mana- 


foctariif MCiar ttw fill IMlB iHgbttfW 
towards sflEMUsf slard siibdillrihiiMntt due to 
deffwcrtitiWfkMantf dw^w *i'^ ^ In 1986 
eMbliilnMBH employing 500« BMre work- 
era accounted for 65 per cent of die total 
ernploymenl ta nanufiiairipg, ahhougb thqr 
oomtihNe only IS per cent of die total miiriber 
of manufaclwing estabUihnienli. 

Micro-inidiei In die US lead to dw con¬ 
clusion diat net new Job creation has been in 
small enterprises, which account for the 
bulk of empkqrment growth. The reasons 
are: (a) the move towards flexible 
ipedalisatiott (away from mass manufac¬ 
turing), (b) decentralisation of activities by 
large companies, (c) small optimum sizes 
for new (^ucts, W deregulatidti of eco¬ 
nomic activities, and (e) managerial tech¬ 
niques favouring unall business. 

Changes in American business have been 
perceiv^ as responses to competitive pres¬ 
sures emanating from external environment. 
Flexibility to adjust quickly to the shifting 
business environment is facilitated by cross- 
training workers to operate on severe prod¬ 
ucts. Cost reductions have taken place 
through lower wages and reduced preriit 
margins for subcontractors and vendors. 
The specific changes include: (a) a reduc¬ 
tion in the number of subcontractors, (b) the 
adoption of the (Japanese) Kan-Ban system 
of inventory control; (c) greater collabora¬ 
tion in production dnign with vendors; (d) 
greater freedom to subsidiaries to nuke 
independent business dedsions; (e) encour¬ 
aging and assisting employees to set up their 
own companies f(» manufacture of parts/ 
componenu, and (e) recasting a company's 
basic business activity and ‘de-conglo- 
merising' its structure. 

The positive role of trade unions in small 
business dominated industries, e g, garments, 
construction, rimes, has oontrilwted to in¬ 
creased efficiency and productivity, through 
organisation rtf training and R & D activities, 
as in Germany. Rirdieimore, aiea-oriented 
industry studte by local/municipalAiate au¬ 
thorities and corporations have led to setting up 
of infrastructure for lu-tech industrial esutes 


Tabu S: tatcErn-AOi. Shabes of Estabushments and Ekwloyees 
(By size of employineni) 


EsiaNishmen is_ _ Employnieiit 
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Hm ^wHuieniri pupoka'of the Small 
bwliiaM AdmWattMion (SBA), cnaiad In 
a9S3,amtoBid.ooiaidl,aiaiat,and|ii<oiectihe 
kneiM of aaiall biniiiest; anium dut 
Mrinmi ooncenii moeiiw a firir jMitioa of 
juwu m witpi B C haw i. cnniiarti, a nd n ihron - 
nett, as weB aaof.tfie ndei of gavanment 
miMity; inalK.loaiti 10 anaS iRiiiiMaa oon- 
!ttm.ii8tettidlocaldn«la|ii^ 

M dttvktifflf of floodaor other cattamphaa; 
& of oertaia tffa of econonde ii;|uiy; and 
potttte. r^pthia, and make loans to tmall 
budnessinveshneatoan^KBiia. Ittmainao*, 
Mdet are briefly oudined below; 
W^inanctalAssistaiiee: SBAprovldeafuar* 
niaed,' direct, or Immediate pardcipition 
to small business concerns to help 
flnanoe plant construction, conver* 
don, or expansion; and acquire equipment, 
acilities, machinery, supplies, or materials, 
it also provides them with working cartel, 
t makes direct loans to handicai^ed indi- 
riduals and non-profit organisations em- 
iloying die handicapped in the production 
If goo^ or services. Direct k>m are also 
Ivailable to Vietnam and disabled veterans 
jnd to eligible coniractors. 

B-Disorwr Aasisutnce: SBA lends money 
k help the victims of floods, riott, or other 
Hastrophes, repair or replace most disas- 
P-damaged property. 

-imtstmenr. SBA licenses, regulates, and 
rovides financial assistance to small busi- 
:ss investment companies, and minority 
iierprise small business investment com¬ 
mies. The sole function of these invest- 
lent companies is to provide venture capi- 
il in the form of equity financing, long- 
rm loan funds, and management services 


.ti small bttriness concmns. 

Bondr. Through its Surety Bond 
Ouarantee Programme, helps to make the 
contract bonding process accenible to small 
and emnging crmtractors who find bonding 
unavailable. 

->^/Vnei<rwnm(Aisffftvice.’SBA works close¬ 
ly widi purchasing agencies 0( the federal 
government and with the nation’s leading 
coniractoii in devdoping pdides and proce¬ 
dures that will increase the number of contracts 
gotaig to snail business. SBA sets aside 
suitable government purchases for oompcti- 
dvB award to small business concerns and 
provides an feppeal procedure for a low-bid¬ 
ding small fim uinie ability to perform a 
cortoadls questioned by the contracting offtc- 
er. Hie aiMnisIration develops submtract 
opportunitws for small busine^ by main¬ 
lining dose contact with prime coiilractors 
■id rdoring qualified smil firms to diem. 
SB A roaini^ a computerised small business 
source reforral system tint provides qualified 
sources for fedenl government and large busi¬ 
ness procurements. 

—Business tnitiattves. Education and Thtin’ 
ing: SBA develops and oo-nxmson courses 
and conferences, prepares informational leaf¬ 
lets and booklets, and encourages research into 
the operations of small business concerns, 
udliring the private sector to obtin maximum 
leverage. 

—Minority SmattBusinessDevdopment: The 
programme h designed to promoie buriness 
ownenlup by sodily and economically dis¬ 
advantage persons. Participation is available 
to smaD businesses dut are at least 51 percent 
uncondilionally owned, controlled, arid man¬ 
aged by oneor more individuals determined by 
SBA to be socially and economically disad¬ 
vantaged. Programme pvticipants receive a 
wide vviety rtf services including manage¬ 
ment and technical assistance, loans, and fed¬ 
enl contracts. 

—Advocacy: The Office of Advocacy evalu- 


aiestheimpactonsmallbusinessesoflegishi- 
tive propo^and otherpubUc policy issure by 
preparing policy papers and by conducting 
research having rat impaa on small business. 
The i^ce coikhicts economic and statistical 
research into matters affecdngtheoonq^tive 
strength of small business. 

— Vfomen's Business Ownership: The 
Women’s Business Ownership Prog^ammb, 
with a constituency of more than 4.5 million 
womm business owners generating over 
$81 billion in gross receipts, was formed to 
implement a national policy to support 
women entrepreneurs. Hie office develops 
and co-ordinates a national programme to 
increase the strength, profitability, and via¬ 
bility of women-ownedbusinesses while mak¬ 
ing maximum use of existing government 
and private sector resources. The Women’s 
Business Ownership Act of 1988 provides 
$10 million for demonstration projects over 
a 3-year period and a guaranteed loan 
programme forldans notexceeding$50,000. 
It also established a National Women’s 
Business Council, whose mission is to sub¬ 
mit annual recommendations to the presi¬ 
dent and Congress on ways to improve 
opportunities for women-owned business¬ 
es, and to develop a long-range strategy for 
supporting such businesses. 

—Veterans fairs’. The main objective of 
the Veterans Affairs programme is to advo¬ 
cate for assistance to veterans in business or 
those who wish to start business. 
—Irmovatlon, Research and Technology; 
The Office of Innovation, Research and 
Technology has authority and responsibili¬ 
ty for co-mdinating and monitonng the gov¬ 
ernment-wide activities of the Small Busi¬ 
ness Innovation Research Programme. In 
accordance with the Small Business Inno- 
vabon Development Act of 1982, the office 
develops and issues policy directives for the 
general conduct of the programme. Infor¬ 
mation is supplied to each eligible and intcr- 
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Under 20 


100-199 


200-499 


500-999 


1000 and * 
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e^led small business (.oniern on opportuni¬ 
ties to compete for awanis 1 he programme 
has four mam objectives to stimulate techno¬ 
logy innovation, use small business con¬ 
cerns to meet federal tescaieh and develop¬ 
ment needs, et^ourage p irticipation by mmo- 
nty anddisadvantageil persons in (ccluiologi- 
cal Innovation, and inertasc pnvate-sector 
oommercialisationof innov ationsdcnvedfrom 
fedoal research and development 
—Iniemaiwnal Trade I he of hcc of inter¬ 
national trade develops new methods <tnd 
techniques for assisting small businesses 
entenng international markets and plans 
develops, and implements programmes to 
encourage small business participation in 
international trade 

—Smalt Business l)t \ eloptm nt C enln r In 
accordance with ihi Sm ill Business Deve¬ 
lopment Centre Act ol I9S0 SB A establish 
es standards lor the scictiion md pcrlor 
mance of centres, de\ t lops •ilicrpative forms 
of centres involving sutc governmental 
bodies and pnvatc non piotitorganisattons, 
and implements new ippro iclics to improve 
operations of existing u'liircs 

Conclusion 

US expenence indicaics th.)i there is a 
great diversity in the toim which dynamic, 
independent small business organisations 
can take Business is shitting towards smaller 
production units both in search ol lower 
labour costs and to implement new produc¬ 
tion techniques and oiganis moiul icforms 
But small businesses do not thrive in isola¬ 
tion, they need large agglomerations and 
exogenous inputs ol Uh al/siatc governments, 
corporations universities hi tech R and D 
institutions consultincy turns industnal 
estates, etc Only in this milieu does entre 
preneurship and vcntuie capital financing 
fructify into successful small enterprises 
Social networks in communication with each 
other and building interrelationships are 
necessaiy US experience also provides ex¬ 
amples of successful efforts to expand patU- 
apation of mincmties ,uid women in small 
business With the dec line oi manutac tunng 
vu-a-su services small businesses could play 
a relatively more sigmlicint role 

GfeHMANY (Wl-Sl) 

Germany has a long ind strong cratt tra¬ 
dition especially in the manufactunng field 
This has made it possible tor the country to 
take advantage of the change in demand 
away from mass produced ginxls towards 
customised goods in the 8(h using micro- 
electronic technology Fhe cralt sector has 
expanded with the .iddition of decentralised 
units oflarge firms, and b> taking advantageof 
flexible manufactunng systems through net¬ 
working and stnving for collective efficiency 

Heterogeneity rather than homogeneity 
characterises the small firm sectot in Ger¬ 
many While over the past 100 years an 
increase in the size of establishments has 
been observed, there has at the same time 


been a remarkidile overall stiAtlity in the 
size of the small and medium sector. Very 
small establishments have declined dramat¬ 
ically, but existing Arms have grown and 
new ones are constantly created This has 
happened despite no special dispensations 
in favour of small flims, excqit the very 
small Labour and social security regula¬ 
tions are equally applicable to all size cate- 
gones above 20 employees. Legal provi¬ 
sions regarding payment of wages during 
illness, and dismissal of workers, are 
procedurally simplifled for small firms But 
only firms with up to five employees are 
exempt from the law on dismissal and from 
the obligation to establish a works council 
There is no differentiation as regards taxa¬ 
tion except that higher allowances mean 
virtual exemption for very small firms The 
stabi'ity of small firms in the total economy 
IS shown m Table 5 

If manufactunng alone is considered there 
has been a definite increase m share of small 
enteipnses The data inTable 6 exclude below 
20 size category but include crafts According 
to the Federal Staushcai Office, there was a net 
increase m employment m establishments be¬ 
low 20 employees of 2 5 per cent between 
1977-1980 and of 19 percent between 1980- 
1984 No later figures are available 

Information on employment changes in 
manufactunng, by size catqpmes, is availabte 
for the penod 1^5-1986. Ifus is shown m 
Table 7 It may be seen that betweoi 1975- 
1986 there has been a net increase in employ¬ 
ment (as propoiuon of total employment) ui 


thesuee^lllfoiKS <2()l, 20^ 50i99sa^ 

199, whQ^SaraJmbepABdecpeatemc^^ 
nes 2Q(M99. SOO-999 wd l,00Bcir mon^ 
There » no size defimtion as such in 
Germany However, if the census dam are 
considered by employment size, ovor 98 par 
cent of estabiishnients/enterpnses are m the 
category below 100 employees, which also 
accounts for more than SO per cent of em¬ 
ployment. Inthemanufactunngsectoralone, 
however, over 70 per cent of enterpnses but 
only ISperrrentofemploymentis accounted 
tor by small enterpnses Craft firms consti¬ 
tute 31 per (rent of the number and 42 per 
cent of employment in all small firms, while 
77 per cent of the numbers and 54 per cent 
of employment are in small manufactunng 
Cntftraterpnses are typically small-scale, 
usually employing less than 20 wwkers 
They predominate in metal (31 per cent), 
construction (30 per cent), services (14 per 
cent), tood (12 per cent), wood (6 per cent) 
and texules/IeaAer (4 per cent) 

Uniquely among developed countnes, Ger¬ 
many has asperaal Chamber of Commerce for 
smaller or sector enterpnses referred to in 

German as theHandwedc Allsuchcrahsector 
enterpnses must register locally with the 
Handweikskammer (or Cliainber of Crafts) 
The legal basts for the Handureik organisation 
IS a code developed in 1953 
The Handwerkskammer grew out of the 
guild system in Germany, whereby self- 
employed craftsmen from the same trade 
formed a ‘Handwerk’ or Craft Guild, which 
aimed to look after the interests of their 


Table 8 Embloyssnt m Inoustkies and SEUvices roa Makshaluan 
Inoustwal Dimicns (DIM) and Italy, 1981 


Divisions 

DIM 

(a) 

Italy 

(b) 

Percentage 

(art)) 

UJ 

{•) 

Agnculture. foiestiy and fishing 

13 066 

175 080 

7 5 

139 

Energy and water supply Industnes 

4841 

209 366 

23 

043 

Extraction of minerals 

1438 

55 149 

27 

050 

Manufactunng industries 

Manufacture of metals, nuneral 

496 60S 

5 763 988 

86 

161 

products and chemicals 

Metal goods, engineering and 

SO 142 

841 348 

60 

1 11 

vehicles industries 

106 253 

2221 233 

48 

089 

Other manufaciunng industnes 

340 210 

2701407 

126 

235 

Constracuon 

69 753 

I 192 398 

58 

109 

Distnbution hotels and caieruig, repairs 

146 960 

3 751 146 

39 

073 

Transport and communication 

Banking, finance, insurance. 

29 940 

1 148489 

26 

049 

business services and leasing 

27 778 

951 016 

29 

054 

Public administration and other services 

1 IS 583 

3636 654 

32 

059 

Total employment 

906 009 

16 883 286 

54 

too 

Total population 

Employment rate (**) 

243S2I1 

372 

56 335 678 
300 

43 



Nout (*) Hie locau(»quoaeni(LQ} is defined u (Bij/Bi)/(Aj/N) where Eij^enqiioynient In indusoy 
luiaieaj «r 

El s^ploymeni m indusUy i in iiitkn 
Aj a total employment in area | 

N s total nanonaiempkiyinent 

(**) Propmtion of toial populadoB in emidoyiiiHit. 

Snurcei The data have been calculated fiom: ICTAT, d* Ctnsimmto Goient deU’Mustna. del 
CommercM, del StrvbiedeB'ArUguMo,Octsbtt 26,19tl Qied u Oncomo Beeeqdiu, 
‘Hie Re-emergeiKe of SmaB Boian)d*M', a elHpnr fai a puUicadoa of the mm thle, 
Iniemetibnal iMfitme of LabowSin^, Oeneva, 1990. 



oooipalkn affihatooriwttdnid go^ 
tKm. Thete were 03 such associations m 
1980. All self-employed craftsmen and 
owners of handweck related firms must he 
menbaa of these chambers. Themaintask 
of these ohamben as defined by the ‘public 
law* IS to represent the interests of the hand- 
werk sector, to supervise framing and to issue 
and control the regulations for tt» exmina- 
oon and cortification of all ‘craftsmm'. 

The Central Association of German 
Handwerk tZDH) is the headquarters 
organisationof the handwerk sector and has 
the role of {»es«iting uniform policy re¬ 
commendations and of representing inter¬ 
ests of handwerk to the federal government 
of Germany TheZDHispowi^landone 
of the largest central organisations m the 
eumomy It is organised in departments, 
covering support network for (I) techmcal 
education and training, (2) insurance, (3) in¬ 
formation, advice, consultancy and aon- 
agemeni education, (4> busmess promotion, 
(5) research, development and innovations 
and (6) finance and savings The education 
and training activities are among the most 
important ^ the Handwerkskammer since 
they are the basis for the education, exami¬ 
nation and certification of craftsmen 
Thus, the disadvantages ansing from 
smallness in regard to access to capital, 
supplies and technology have from the be¬ 
ginning been countered through collective 
and co-operative action of a self-help na¬ 
ture initiated and encouraged by govern¬ 
ment The state’s role has been m requiring 
compulsory membership of these 
organisations, and m the transfer of state 
functions to these self-governing 
organisations of the craft sector 
The centralised system of collective bar¬ 
gaining m the country, the absence of stgm- 
ficant differences in working conditions 
between laige and small firms, the continuous 
enhancement of the competitiveness of the 
craft and small sector through co-operative 
and self-help measures, account for the stidrle 
share of the small sector tn the economy 
Furthermore, the delayed industrial ‘con¬ 
quest’ m Germany (mainly after the second 
world war) had provided sufficient time for 
the traditional cndl and small sector to 
modemise itself, in terms of both prodiK- 
tion and management The inherent strength 
of the craft sector is due in no smaU measure 
to the (tevelopment of the formal oft-the-job 
vocational training system which >s more 
suited to the skill requirements of small 
industry Finally, the craft sector itself has 
experienced restructuring, traditional lines 
lilw textiles decilmng, and metal, electncd, 
electronics, repair and personal services 
increasing considerably The trend towards 
smaller firms has been noted in plastics 
processing, foundries and metal wrakuig, 
steel and light steel construction, mechhht- 
ca]en|^neent(gtprecinonaigineenng,]mt- 


log, food and hixtity goods 

llieiehss, however, been increased pen- 
etratiiMi Of smaU business maikets by large 
firms through takeovm, acquisition of fi¬ 
nancial interest, siriitting up of large firms 
andcreation^tump companies to talre advan¬ 
tage of provisions of tax and company law 
Tim has happened paiticulariy m die textile, 
dodung and woodworking m^stnes 

The influence of large companies on the 
establishment and expansion of small 
firms, including craft enterprises, has been 
and la expected to continue to increase, for 
cost and tax reasons, as well as technology 
and management reasons A substantial 
increase in contracting out services as 
well as sub-assemblies and assemblies 
will develop necessitating data-process- 
ing links Subcontracting of innovation to 
small firms, financed by large indepen¬ 
dent venture capital companies, is likely 
to increase 

The basic motivation governing state 
policy towards the small oiterpnse sector 
has been the contnbution that the sector 
makes towards the creation of new jobs, in 
an economy undergoing structural change, 
rationalisation and fall in employment in the 
large-scale sector, and movement from the 
secondary to the tertiaiy sector due to tech¬ 
nological and organisational reasons The 
following special measures have been taken 
by government in recent years 

(1) An overall research and technology 
plan for small and medium firms has been 
implemented through federal grants for 
civil R and D, representing 23 to 30 per coit 
of total R and D grants 

(2) Support measures to new companies 
through loans from the business set-up 
programmes (funded from Counterpart 
Funds of European Recovery Programme), 


amounting to DM 807 million in 1984^ a 
five-fold increase Olvera decade Thefedn'- 
al programme is supplemented by state and 
other programmes, so that about 37 per cent 
of new companies received assistance in a 
year 

(3) Fiscal measures, such as leductum of 
trade tax, reliet in property tax, special 
depreciation allowdnce of 10 per coil 

(4) Policy of deregulation leading tomtemp- 
tions and relaxations for small iinns, on e g, 
onploymem contracts, protection against d^ 
missals, social plan for workers, etc, enabling 
reduction or savings in cost of operation 

With a view to influencing small finns, 
the trade union movement has in recent 
years established Technology Information 
Centres, to provide iniormation on techni¬ 
cal questions to works councils, shop stew¬ 
ards and employees 

Cone (us ion 

The legal basis ot the craft sector, its 
continuous upgradation through its own 
organisations state assistance through loans, 
trmning institutions and R and D grants, and 
working conditions and productivity levels 
almost on par with large industry, are wor¬ 
thy of note It has to recognised that the 
craft and small scale enterprises sector has 
to shift in response to structural change from 
traditional industries to those viable on flex¬ 
ible manufacturing systems, e g, engineer¬ 
ing, design, parts and i omponents, comput¬ 
er software, etc, as well as the growmg 
services sector Germany is unique in the 
inherent strength of its individu^ enteipnse 
in terms of quality productivity, inno¬ 
vativeness and competitiveness Inter-in¬ 
dustry relationships are based on equality 
and one-to-one basis (between small and 
large) rather than on dependency 


Tablb 9 Pekcgntaoe Shakes or EMKjOYKa.T in Disraici Oominam Manufacturino 
Industries bv Catboories or Local Systems 1981 


Dominant Manufsetunng 
Industries 

Proto 

DIM 

URBAn 

URBAs 

INDU 

Rdl 

Italy 

Metal goods 

169 

60 

48 9 

81 

11 3 

144 

1000 

Mechanical eaguieenng 

171 

70 

606 

52 

75 

96 

1000 

Electrical engineenng 

96 

39 

61 2 

115 

48 

109 

1000 

Textiles 

10 7 

17 9 

42 3 

4 1 

14 1 

87 

1000 

Qothing 

284 

115 

37 2 

106 

7 1 

16 7 

1000 

Tanning 

52 7 

431 

23 2 

46 

48 

14 6 

1000 

Footwear 

57 6 

370 

200 

94 

1 9 

11 1 

1000 

Leather goods 

231 

104 

53 7 

89 

26 

97 

1000 

Wooden Airaiture 

264 

122 

38 3 

98 

75 

18 0 

1000 

Cenmie goods 

390 

26/ 

25 1 

7 1 

53 

23 6 

1000 

Musical mstnmients 

632 

545 

25 7 

06 

2 1 

84 

1000 

Toys and spons goods 

318 

94 

483 

2 1 

60 

116 

1000 

Manufaemring industnes 

195 

86 

48 5 

10 3 

7 1 

14 5 

100 0 


Notts The figures for Pnio-dislncis (ntOTO) include those for Marshallian Indusuial Distnets 
(DIMs), and the figure of OIMs » not included in the total Tigurc in the nght hand column 
ftoto-Diitncts - 9SS Light indusurahsation local systems 


DIM 

URBAn 

URBAs 

INDU 

Rdl 

Smuts Same at fbr Table 8 


61 Manballian Imhismal Disincts 
Nonhem and Central Urban Systems 
Seuthem Urban Systems 
Nonhem Manufacturing Local Systems 
Rest of Italy 
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Italy 

Italy has experienced rapid structural 
change in recent years. Between 1951 and 
1981 the share of total employment de> 
dined from 48 per cent to 15 per cent in 
agriculture, but increased from 26 per cent 
to 34 per cent in industry and from 26 per 
cent to 50 per cent in services. The share of 
small enterprises increased considerably, in 
manufacturing from 50 per cent to 55 per 
cent of total employment, and in the total 
economy from 67 per cent to 72 per cent. 
(Small is here defined as enterprises with 
less than 500 employees.) 

Italy provides the most successful example 
of the rc-cmcrgcnce of SSEs in the developed 
world through the application of flexible man¬ 
ufacturing (FM) systems in territorial concen¬ 
trations of indastiial districts where collective 
efficiency is obtained by modem electronic 
communications and increased 
computerisation, mainly directed towards ex¬ 
port promotion. An important role in this 
achievement has been that of regional research 
institutes and of ENEA the national agency 
responsible for R & D and dissemination of 
information in the areas of energy, environ¬ 
ment an technological innovation. 

The remarkable Italian achievement has 
been through the establishment of industrial 
disuicts in the NEC region, (the North-East 
Central) or the third Italy. The social factors 
responsible were the disappearance of the 
sharecropping system of land tenure in the 
region, releasing a mass of workers ready to 
be employed in small firms and to acquire 
skills on the job. Furthermore, political and 
religious organisations created a system of 
socialising agencies, e g. National Artisans 
Federation, As.<iociaiion for Recreation and 
Culture, thus accentuating values of work 
and family ethics, group solidarity, etc. 

The old indu.striai region of Italy is formed 
by the triangle of Milan. Turin and Genoa. 
Tlic South or the Mezzogiomo has contin¬ 
ued to remain less developed. The new wave 
of growth of the last 30 years or so has been 
in and around Bologna, Florence. Ancona 
and Venice. A vast network of small enter¬ 
prises spread through villages and small 
cities has expanded rapidly. The products 
range from shoes, ceramics, textiles and 
garments on the one side, to motor cycles. 


agricultural equipment, aulomodve paitt 
a^ machine tools on the other side. The 
average size of firms is small, often with 10 
or less workers. However, agglomeiptioo 
and centralised management enables them 
to achieve economies of scale and to re¬ 
spond quickly to changes in market de¬ 
mand. Data banks, information and com- 
municatiem system, joint purchase and mar¬ 
keting, capital and credit facilities, have all 
been made possible through the assistance 
of research institutes and consultant servic¬ 
es. In the textiles, garments, leather pro¬ 
ducts and machineiy^components branch¬ 
es, export achievements have been possible 
through these industrial districts. 

Hie transformation of the NEC region of 
Italy has not affected the tradidonai north 
which has remained a region of large mass 
production industries with its labw and 
cost problems, the traditionally poor south, 
where mafia culture remains an obstacle to 
entrepreneurial development, has not been 
affected. What has been developed in NBC 
region is a system of interrelated small 
enterprises centrally oHHdinated and de¬ 
riving the economies of agglomeration, of 
scale and scope, external economies in the 
neoclassical Marshallian sense. 

The explosion of demand fordifferentiat- 
cd, personalised consumer goods on the one 
hand, and the development of flexible 
specialisation (in production systems) on 
the other hand, propelled the Italian experi¬ 
ence. To quote Beccatini, “What deter¬ 
mined the expansion ot the Italian popula¬ 
tion of small Arms was the co-operation of 
two factors: (a) a world-wide tendency to¬ 
wards the decentralisation and disintegra¬ 
tion of the firm which was especially strong 
in Italy due to special circumstances in the 
labour market; (b) an explosion of small 
entrepreneurship, which was fostered by 
historical cultural inheritance, by a very 
stable local political environment that was 
not hostile to an industrialisation of lowly 
origin by a polycentric urban structure, and 
last but not least, by a habit of contacts and 
cxchangb with foreign countries.” 

Territorial, regional or area planning meth¬ 
ods have been employed in identifying 
Mar.shallian industrial districts primarily to 
obtain external economies through 
localisation of industry. First, 955 Local 


Labour Market Aieaa OXMA't) were da,' 
fined th^gh the fimciioMd n|tpR|diMi^ 
of joorn^-to-woik flows ooiniwctiiigi^Kcsj 
ofreridenceandofwotie ThuttSSSUJMA'i^ 
rqiteienl geographical^ and stattsikudly 
cor^parable s^ltia) entilies and qiatially- 
ooh^t systems ^ kxadon. Second, the 
sodo-econofflic structure of the local sys¬ 
tems have been investigated in order to 
identify problems and hietors (e g, the pre¬ 
tence of entrepreneurs and workers hi small 
firms, woiking wives, young workers, large 
households with elden, aid die kind of 
amenitiesavailable). Thus, the 955 LLMA’s 
have been, categorised into^ 15 different 
groups of local systems according to their 
socio-economic characteristics. These lo¬ 
cal systems suitable for lightindustrialisation 
are considered as candidates for selection of ^ 
Marshallian Industrial Districts (DIM), i e, | 
having domestic <. manufacturing 
specialisation. A total of 61 Marshallian 
I^ustrial Kstricts have been identified, 
mainly localised in North-East and Central 
Italy, but also a few in North-Western Italy, 

liie Marshallian Industrial Districts ac¬ 
count for 8.6 per cent of manufacturing 
employment of Italy, and 5.4 per cent of 
total employment. However, the proportion 
of total population in employment in the 
Marshallian industrial districts is 37.2 per 
cent, as against 30 per cent for Italy as a 
whole (Table 8). 

The relative importance of the different 
categories of local systems and thdr shares 
in dominant manufacturing industries are 
shown in Table 9. While there are variations 
between industrial districts, typically it has 
10,000 to 20,000 workers, in I,(X)0 to 3,000 
firms with fewer than 20 employees each. 
The district is a cluster of firms interrelated 
to each other. There is both co-operation 
and competition. Co-operation occurs 
through commissioning ^ subcontract¬ 
ing. but also in functions such as book- 
k^ing, accounting, purchasing, market¬ 
ing. In many districts, services are provided 
coitrally through kipply of uiformation on 
equi|mient and ma^ts, assistance in ten¬ 
dering for contracts, mmiitoring market 
changes, etc. The success of many districts 
has been due to die adoption of an institu¬ 
tional strategy involves co-operation of lo¬ 
cal and regional administration, unions, as- 


Table 10 : EMl>LorME^^^. Value Added and PsoDucnvirv 
DimRENTIAIED BY SiZE OF BnEEPEISES 
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itnpjfanwn!__Vnliifi Added- ProductioB DiBereniials _ 



Mid- 

1970s 

Late 

1970s 

Mid- 

1980s 

Mid- 

1970s 

Late 

1970s 

Mid- 

1980s 

Mid- 

1970t 

Late 
^ 1970s 

Mid- 

1980s 

Cottage (1-'■>)* 

19.1 

19.6 

13.7 

9.6 

9.6 

7.5 

67.3 

64.6 

77.3 

Small (10-49) 

25.5 

26.9 

29.0 

I9.I 

20.3 

20.6 

100.0 

100.0 

100.0 

Medium (50-99) 

III 

11.4 

12.6 

9.4 

9.7 

10.7 

113.2 

112.5 

119.3 

Large (100 +) 

44.4 

42.1 

44.8 

61.8 

60.S 

61.2 

185.7 

1904 

192.1 

Total 

100.0 

100.0 

too.o 

100.0 

100.0 

100.0 

132.2 

132.5 

I40L6 


Note- * In 1986.4-9 workers. 

Source: A Barry and D Mazunidar. 'Small Scale Indusuy in the Asian-PacMk Region*. Asmn-Paeffle Ecomamie IMerature, Voi S. No 2. S e plB Bi lia r 1991. 
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sociadoni ct tnull cnietpriKs, coopera¬ 
tive le«gues and univenides. 

CoKbukm 

The Ittlien success may be latjely attri- 
billed to the advantagra of ooDedive agglom¬ 
eration. The industrial districts have three 
broad characteristict: (a) the clustering and 
renewal of small firms speci^sing in dif¬ 
ferent phases of a particular industry; (bj 
social structure clumierised by a hi^ levd 
of small entrepreneurs, artisans, skilled 
workers, working wives and extended fam¬ 
ily or youth labrar, and (c) ptmimily be¬ 
tween home and work in the labour markeL 
The common aspects viS industrial districts 
are (a) extensive and elaborate co-operation 
on a ftexible basis between small specialised 
firms; (b) flexible use of micto-processor- 
based technologies in combination with craft 
skills; (c) expansion of collective business 
services provided privately or by public 
agencies; (d) strong informal or instituuon- 
al structures to ensure the provision of min¬ 
imum pay scales and acceptable working 
conditions to regulate inler-firm co-opera¬ 
tion and competition; (e) development of 
long-term collaborative relations with larg¬ 
er firms in or outside the area/region. Clus¬ 
tering of small firms in industrial districts, 
their use of flexible mmiufacturing systems, 
inter-firm co-operation and provision of 
services, enables them to derive the benefits 
of collective agglomeration, i e, external 
economies of scale and scqie. Theindustn- 
al districts in Italy provide a viable means 
for small enterprises to be competitive and 
successful in a globalising economy while 
the MNCs and mega firms also play asignif- 
icant role. Territmial agglomerations, such 
as industrial districts, can provide viable 
links to the national and international eco¬ 
nomy in a country like India. 

Jatan 

The outstanding characteristic of Japa¬ 
nese development is the leading role played 
by the state through long-term strategic 
plaiming, policy formulation, programme 
direction and fadlilating implementabon, 
by means of close co-operation of the Minis- 
t^ of International Trade and Industry 
(Mm) with business and industry. While 
enterprises are owned and managed private¬ 
ly. the state phqrs the key role through 
monitoring the strategic pipn and its targets, 
through assisting R ^ D im|tiementation, 
through industry and trade policies, through 
wage-market policies, through provision of 
financing from the fuiandal sector, me. 
Over the last 3? years, material-and en^y- 
intensive development has gradually given 
place to knowledge- and information-based 
development, through increasing useof elec¬ 
tronics, computers and tetecommunications. 
Japan is beioming the leader in moving 
funber to environment friendly and earth 
friendly technologies. 

Dualism in the economy, providing for 


mutually beneficial and inter-active co-ex- 
istence of (^tal-intensive, high wage, high¬ 
ly prodiutive large and heavy industries on 
die one hand, ^ laboitf-intensive. low 
wage, leu productive SSEs on the other 
hand, hu hero a marked feature of Japanese 
development till very recently. Such a 
dualistic development was considered nec- 
essa^ to provi^ employment oppwtuni- 
ties in small businen for the rapidly de¬ 
creasing farming population. Ovmthelut 
10 to 15 years, however, structural changes 
in the economy with the rapid growth in per 
capita income and die shift to die services 
sector, encouraged by developments in tech¬ 
nology and management (computerisation, 
inter-linking, communications, decentrali¬ 
sation. flexible manufacturing system, ric.). 
are reported to have reduced the gap in 
productivity and wages between the Ivge- 
scale sector and the small-scale sector. Dif¬ 
ferences which still exist reflect largely 
differences in productivity. 

Small and niedium-siz^ enterprises are 
defrned under Japanese basic law separately 
for manufacturing and trade. In manufac¬ 
turing, they include firms employing fewer 
than 300 persons and capitalised vrith less 
than 100 million yen. In retail trade and 
services, the limits are 50 empibyees and 10 
million yen. For statistical purposes very 
small firms (VSFs) are those employing less 
than 30 and extremely small firms (EXSFs) 
are those having below 5 persons. 

As regards manufacturing industry the 
data in Table 10 points to the relatively 
balanced structure of Japanese manufactur¬ 
ing industry as compared to other countnes. 
However, there has been a decrease in em¬ 
ployment provided by the manufacturing 


sector, which has aflected large-sieed cate¬ 
gories mote than the small-stzod enterprises. 
Structural changes in the economy towards 
the services sector are responsible for this 
phenomenon. 

The Japanese structure is the result ot 
bmh economic and social factors. Cohe- 
siveness, affiliation, education and traimng 
are some of the social factors. Economic 
factors are the close intcr-industiy relations 
(subcontracting), wage differentials, equi¬ 
table access to capiul and other inpms. 
Industrial subcontracting plays a crucial 
role in small-scale industry. Table 11 indi¬ 
cates that 50 per cent to 60 per cent of SS& 
are sub-contractors and 70 per cent to 80 per 
cent of them are dependent on subcontract¬ 
ing for 80 per cent or more of their output. 
However, by 1981 independent subcontrac¬ 
tors were 34.9 per cent and partially depen¬ 
dent 11.5 per cent, as against 54 per cent 
fully dependent subcontractors. 

Structural changes in the Japar'se eco¬ 
nomy have meant that employment provided 
by manufiM^turing has declined while em¬ 
ployment in the scrv ices sector has i ncreased. 
For the manufacturing sector data available 
up to 1986 indicate that percentage share of 
employees increased in small enteiprises 
and decreased in larger enterpnses (Table 12). 

Increasing per capita income and deve¬ 
lopment of new technology are two factors 
which have inlluenccd the expansion as 
well as improvement in efficiency of SSEs. 
The expansion of the domestic market aris¬ 
ing from increased incomes provided op¬ 
portunities to the extensive network of sup¬ 
pliers and subcontractors in the metal fabri¬ 
cating, machinery and transportation indus¬ 
tries, and related trades and services. The 


Txau: II: Jatan— STAmnes on SuBroNTSAmNu 


(Pfrcfntagex) 


Share of Enterpnses 
with RO Per Cent or More 


Scale and Industry 

Share of 
Sub-Coniraciois 

Dependence on 
Subcontracting 



1971 

1976 

I9KI 

1971 

1976 

1981 

Manufacturing industry 

38.7 

607 

65 S 

76 7 

81.3 

540 

By number of employees 

1-19 

59 2 

61 n 


78 1 

82 0 


20-299 

5.3 2 

.50 8 

— 

61 0 

71 5 

— 

(20-49) 

36.9 

504 

— 

62 1 

70 3 

— 

(50-299) 

47.1 

514 


58 6 

73.8 

— 

By industry 

Textiles, apparel and other 
textiles pr^ucts 

71.4 

83.9 

84 9 

83 8 

89.2 

80.0 

Lumber ^ wood products 

43 8 

42.9 

— 

72.1 

697 


Giemicals 

39.0 

37.1 

— 

57 0 

56.4 


Iron and steel 

66.0 

70.4 


61 3 

74 8 

«... 

Metal products 

71.7 

74.8 

— 

71 I 

78 3 

— 

General maebineqr and equ^otent 

73.9 

82.7 

84 2 

78 2 

79 8 

70,7 

Ehxtncal machinery and oquipineBt 

79.0 

82.3 

85 3 

80.5 

830 

756 

Tnntpoit macMiieqf and equlpiteai 

77.9 

86.2 

87 7 

81.8 

88 4 

75.7 

Precision machinefy and equipHSM 

70.8 

72.4 

809 

78 8 

86 9 

71.4 


Afefer; Shareofsub-coiiliactecs—no iti small rab-coaiiacton/iio of small businesses x 100 Shareof 
enterprises with 80 per CM «r mon depeodeBoe on subcontracting—no of cmeipnses with 80 
psrcMorniiiRdBpaBdteicaonsUlieaBinctiqghioofsmallsub-contractons 100 
SoHice: mid MtdUmEiiUipruesm Japan, Tokyo (no date given). 





miUbili^ of * reservoir of trained labour 
endiled expansion of small labour-inten¬ 
sive business. As regards new technology 
(in micro-electronics and bio-chemistry) its 
very nature enabled enteiprises to establish 
new businesses with relatively small amounts 
of capital. Consumer tastes also changed 
finouiingdiirerentiatBdproducts(fh>m flexi¬ 
ble manufacturing) rather than homoge¬ 
neous mass-production goods. As regards 
subcontractors, labour shortages since the 
later 1970s, the development of flexible 
manufacturing methods, differenUated mar¬ 
kets, demand for durable goods, etc, led to 
investment m machinery and equipment, 
precision tools, etc. and thereby to increased 
productivity and wages. The large increase 
in the number of independent subcontrac¬ 
tors has resulted in more competition among 
suppliers as well as among contractws, and 
reduced the dependency-relauonships. The 
appreciation of die yen in the 1980$ forced 
measures for reduction in costs, thus en- 
oouragmg more efficient subcontractors. 

The Law to Prmnote Modemtsauon of 
SMEs(1968)de$ignated 185industnesand 
trades as the target of modernisation; 72 of 
them ate the object of emergency measures. 
TVo special government banks provide loans 
to Arms in the designated industries and 
trades in order to modernise production 
facilities and equipment The SME Financ¬ 
ing Bank provides 10-ye» loans up to 3S0 
million yen at below-maiket interest rates. 
The National Financing Bank provides low 
interest 10-year loans of up to 30 million yen 
per firm. Special loans are available for 
structural reforms for a group of firms. 

The SME Undertaking, established in 
1980, helps to develop land for groups of 
SMEs to integrate SMEs into co-operative 
unions, construct joint warehouses, modem 
shqiipuig centm, etc. Such loans are pro¬ 
vide jointly by Ae SME Undertaking and 
Pmfactural Governments at low interest 
rates. Management expertise and consultancy 
services are also offered. The agency of 
SMB’s provides Prefectural Governments 
with financial aid to renovate local 
qieciolised industries. 

Three kinds of instituuons provide SMEs 
access to financial resources. There are 
0) 69 mutual banks (law of 1931) for loans 
to SMEs up to a maximum of 1S billion yen, 
(ii) S61 credit banks (Law of 1951) giving 
linular loans to members of credit co-opera¬ 
tives, and (ill) 464 credit umons (1949 law) 
fiviiv smail^ loans of up to 400 million yen. 

Purthermor^'ap association to guarantee 
credit for SM^raas been set up in each 
Prefecture. This u supported by Pubitc In¬ 
surance Institution forSMEs (Chusho Kigyo 
^linyo Hoken Kdco). The SME Hnancing 
Itank and the National Financing Bank are 
government banks provided with regular 
source of fiuids (e g, postal savings and 
penikn funds) fis Idling directly to small 
budnessea. Tliere is also the Cmittal Bank 
for Commerdal and Industrial Co-opera¬ 


tives for providiitg loans to member co- 
opmtives. 

SME Investment Promotion Companies 
have been established in Td^. Nagoya 
and Osaka, for providing equity cajritsJ. 
technical and managerial consultancy, in 28 
industries or trades, for small entetprises 
witii capital of less than 100 million yen. 
These three companies hdp iHeferably ven¬ 
ture business firms vriiidi tove unique tech¬ 
nology or products and spend more than 3 
per cent of sales revenue on R and D. 

Tax exemptions (lower income tax rates) 
are also available to small businesses with 
capital less than 100 million yen, die tax 
varying with income. 

To sum up, SSEs play a pivotal role in the 
Japanese economy, particularly in employ¬ 
ment generation, to its plan for the 1990s, 
Mm underlines the need to activue SMEs, 
which It describes as 'the mother of cre¬ 
ation’. Small companies must provide the 
requiremaits of ’fiilfllling nch life styles’. 
While noting the relative decline in manu¬ 
facturing vis-a-vis services, MITI 
emphasises die essential and leading role of 
manufacturing in tochnological innovation 
and plans to support the international acti¬ 
vities of SMEs. 

Conclusion 

The Japanese success is due to several 
factors; high savings, highly cartelised 
soaety yet&votedtointensivemaiketcom- 
petiuon amongst the giants, long-term plan¬ 
ning for structural changes and efficient 
allocation of resources in the economy. TIk 
lessons that may be derived for SSI develop¬ 
ment in developing countries are: (i) the 
importance of agricultural development and 
rur^ transformation in creating die demand 


conditions for SSI; 01) the role and iaitiative 
of government in expansion of ntarkeia. in 
facilitating transfer of technology arid other 
institution arrangements fof continuous 
adaptatim, creativeness and progress; 0ii) 
efficient allocation of resources through 
maao-pdictes; (iv) tiie role of large indn 
tiy and ^^subcontracting, and (v) the role of 
a unique financial system. 

Qiina 

Rapid industrialisation in die past two 
deca^ has transformed the structure of the 
Chinese economy. Between 1970 and 1990 
the share of agriculture in GNP (tocreased 
from 40.4 pa cent to 28.4 per cent, and of 
industry increased from 40.9 per cent to 
44.3 per cent (47 percent in 19U). Durug 
the same poiod, the labour force injndustry 
increased from 10.2 per cent to 21.4 per 
cent, and decreased in agriculture from 80.8 
per cent to 60 per cent Chinese share of 
world industrial output more dian doubled 
between 1977 and 1986, thecountiy ranking 
seventh in World MV A. The state-owned 
sector still accounts for the largest share of 
gross industrial ouQiut (54.5 per cent in 
1990). Hovrevre.oiraprship by the state had 
declined during 1985-1990 from 64.8 per 
cent to 34 JS per cent. 

Table 13 shows die distributiiHi of gross 
and net value of output in 1990 amongst 
(1) state-owned, collMtive and other enter¬ 
prises; (2) light industry and heavy industry; 
(3) large-scale, medium-scale and small- 
scale industri^. 

The classification into large, medium and 
small categories is detennuied separately 
for different products on the basis of pro¬ 
duction capacity. Whoe the products are 
not homogeneous or a variety of products is 


Table 12: tocEm-Aoe DariuBiniON or EMnjovMDrr m Sra-CAnooun 
IN MANUTACnUimO ENimPEBBS 


Year 


_Bmplovment to Sire Caretories_ 


l-30Fenont 

30-99 Penont 

100499 Penoaa 

900 and Above 

1972 

26.3 

17 2 

19.4 

36.8 

1981 

28.2 

19.1 

19.9 

32.7 

1986 

27.3 

19.5 

20.3 

32.2 


Source: K Koihiro, The Re’emergeececfSmaU Enterprises, DLS, Oaaeva 1990. 


Tabu 13. Gmms ANDNarVAiMOPlNmisnu^OviNT 
(Rmb 1,000,000 it current prlcre) 


Type 

Croat Value 
ofOuqwt 

1990 

NetVahw 

tofOulpvl 

1990 

M VahM as Paneoiaie 
of Oran Vahio Added 
1990 

State owned 

1,237,043 

336,870 

28.4 

Odlective 

324.650 

132438 

29.2 

Other 

87J27 

20.117 

■» 23.1 

Light induitry 

877,676 

221430 

23.2 

Hegvy indunty* 

991447 

288.075 

29.1 

Large-scale iadusinei 

630,921 

199491 

30.7 

Medium-ccale Imhatita 

369,393 

96431 

261 

Smallacale induitriea 

848,608 

213,018 

29.1 

' ' . 


Note; * Inclndiii nIaUlg and logglai. 

Source. Slate SiatiBdeiIBnMN of (various iSMM). 


nuuufiKiiiicd the critcrioo of (;oak value of 
fixed aneti it ined. No tmther details are 
avdiable. 

Townhip CBMpriaea iuchidK 

(1) llBMiipitu|mwiaa 4 ynBbj'ooiinunei 
nd produoioD brigades: 

(2) Cooperative eiderpritet nm by null 
Ubooim: 

(3) Indivkhial-nin enterprises and enter- 
pnM of other ownership at or below the 
township level. 

China’s development strategy since the 
eerty 60s hat not only givoi equitable im- 
pofttnoe to agriculture and industry, but 
also emph a s i sed the role of SSI. Rural non- 
agricttlmral development has become a key 
conqxKMat of China’s development strate¬ 
gy. Chinese policy is to transform its agri¬ 
culture from ‘self-sufficient and semi seif- 
I sufficient’ production to ‘large-scale com¬ 
modity production’. This involves increase 
in farm site and a substantial share of agri¬ 
cultural population moving out of cultiva¬ 
tion. Specialisation of hoiudiolds in crop 
production, forestry, fisbeiy, livestock and 
sideline production (handicrafts, commer¬ 
cial, food aiKl beverages, services, repair, 
transport, house renovation) is encouraged. 
Private undertakings in these lines are helped 
by local governments with credit, tax con¬ 
cession. technical assistance and favourable 
prices. Besides individuals, community and 
brigade enteiiHises (CBEs), hitherto owned 
collectively I 7 members of a commune or 
brigade, are being encouraged since 1984 
unto different forms of ownership arrange¬ 
ments viz, joint ownership by individual 
households or ownership by several bri¬ 
gades or communes, equity add dividend 
bemg distributed according to capital con¬ 
tributed. Communes are now in townships 
and bribes in villages. The term CBEs has 
been replaced by respectively township- 
town enterprises and township-village en¬ 
terprises (iS/Es). Peasants involvedincom- 
merce, services or industry could estsblirii 
houaehoidregisifation inmaikettowns, while 
continuing to be responsible for their own 
grain (food) requirements. This is part of a 


general policy to revive market tovms, te- 
gai^ as essential for agricultural conuner- 
daiisation and.non-agricultural rural deve¬ 
lopment Market towns provide to sites for 
most TVBs, diey are to centres for rural- 
urban trade and provide essential services to 
agriculture. The 53,000 market towns exist¬ 
ing in China are pot classified as uiban 
areas—they are being developed as alterna¬ 
tives to utbm cities, with provision of social 
infirastructure. It is projected that by the 
year 2000 to share of to rural labour force 
in non-agricultural activities should increase 
(from 11 per cent in 1982) to 44 per cent. 

The idralogical fouixlations of the rural 
economy of China changed from central 
planning and large agricultural collective 
farms to market mechanism and indepen¬ 
dent farms arid firms. The rapid growfo of 
rural industrial and other non-agricultural 
activities has been accompanied by signifi¬ 
cant increases in rural personal incomes and 
major shifts in the structure of to labour 
force. Fresh employment opportunities in 
non-agricultural activities absorbed over 30 
million persons during 1978-1986. For the 
same period, gross value of rural industnal 
ouqiutgrew by 23 pacoit per annum in real 
terms. Among rund miterprises, the town- 
ship-and village-ownedenterprises and farm¬ 
ers’ joint-stock enterprises have a dominant 
position. 

The emergence of millions of rural firms 
in the last decade contributed a new force in 
reshaping to structure of the Chinese rural 
economy. New activities and technologies 
have become operative alrmg with the emer¬ 
gence of a large numbo’ of entrepreneurs, 
managers, technicians and skilled labour 
force. Rural industry has been the most 
rapidly growing segment of Chinese indus¬ 
try and became an integral component of the 
nu»l ectmomy in the 1980$. 

Technological constraints have been grad¬ 
ually eliminated through a process of choos¬ 
ing and adapting technology appropriate to 
loto conditiohs. The ‘Sparic Plan’ aimed at 
to gradual transformation of traditional 
agriculture, poultry fanning, forestry and 


fitrill gtowifig has promoted n number ot 
local resourn-based key industiy. TheglM 
has iiyecto new tedinologiea into lhBp(n>> 
dttction process of rural esMeipriaas «d 
focused attention on prevcMing poBiilion. 
Between 1986 and 1989, of to 20y0aB 
projectt launched unto to 'Spaifc Hm’. 
10,346 projects have been com^eced. The 
increased ouqnit was valued at Rod) 22.11 
billion, net of Rmb S.S3 billion in prafili 
and taxes. Exports from these projectt 
fetched around $740 million in 1989, equiv¬ 
alent to 45 p« cent of the total export 
volume of township enterprises in to pre¬ 
ceding Uiree years. 

CoHcbuioH 

The development strategy has focuaed 
succenfiilly on massive rural transforma¬ 
tion throu^ area planning, rural infiasinic- 
ture investment, technology aggrading, 
commercialisation of agncuhuru pwdu c - 
tion, stimulation of rural non-fim activi¬ 
ties. setting up town-village enterprises in 
nodal towns and moving away from total 
state ownership and control to individual, 
group and co-operative ownership and man¬ 
agement. The intensive and large-scale 
tqjeratimi of to 'Spark Plan* since the mid- 
80s contributed significantly to growth in 
incomes. 

South Kouba 

South Korea has emulated Japan in vigo^ 
ously pursuing policies of export-led 
mdustrialisation. However, unlike Jap^ 
(and Taiwan) the small-scale sector did not 
play a significant role, although its share irt 
manufacturing has begun to increase in to 
80$. As compared to Japan and Taiwu, 
income distribution has bren more concen¬ 
trated, rural truisformation lest intensive 
ard export dependence mucli greater in 
Korea. The share ofexports in Korea’s GDP 
rose steadily to almost 50 per cent in 1988, 
before falling back to one-third, as to source 
of growth shifted somewhat towards do¬ 
mestic demand. Imports accounted for over 
40peroentofODPin I990,Bn increase from 


Tabu 14: PaxcENTAaE Shabbs op Devenorr Sob Classes op Manufactumno Establishments in AaoEBOAtB MANUFAcrvaiNa 
■v Numbee of Estabushmbnts, Emfloyimnt and Value Added, 1963-1987 


Item / Size Class (by number of workers) 

1963 

1966 

1968 

1970 

1973 

1976 

1978 

1982 

1983 

1986 

1987 

Number of ettabUshments 

Snidl(S-19) 

80.4 

80.1 

77 9 

75 8 

72 2 

61.7 

57.9 

62.6 

59.2 

56J 

36.0 

Medliim (20-199) 

18.3 

18 3 

19.8 

21 1 

23 4 

32.4 

35.7 

326 

36.2 

39.2 

39.9 

lam (200-P) 

1.3 

16 

2.3 

3 1 

4.4 

5.9 

6.4 

4.8 

4.6 

41 

4.1 

Nuinberofwoifcan 

SiiieU(3-t9) 

29.0 

23.6 

22 2 

18 1 

12.2 

8.0 

7.5 

10.9. 

I0.I 

10.3 

10.2 

Medium (20-199) 

37.4 

34.7 

32.0 

30 1 

27.2 

29.6 

30.6 

339 

36.1 

39.6 

39.6 

Lme(200-P) 

33.6 

39.7 

45.8 

SIS 

606 

62.4 

61.9 

55.2 

53.8 

30.1 

30.2 

Vzhieedded 

SinzU(5-19) 

19.3 

15.2 

12.1 

7.9 

5.6 

3.6 

4.2 

4.6 

4.6 

4.7 

4.9 

Medium (20-199) 

33.5 

27.3 

23.6 

201 

21.6 

20.1 

22.2 

23.3 

i«.o 

26.8 

27.5 

Leige(200-«-) 

47.2 

57.5 

64.2 

720 

72 8 

76.3 

73.5 

72.1 

71.4 

6SJ 

67.6 


SovctK BconaiiiicPlannlii|Boaid,RepoitaaMiiiiiif sod Maaufaetunnf Census for census yean 1963,1968,1973,1978 and 1983 and Report on Mining 
and MmufiKtiiiini Survey for 1966,1970,1976,1W2.1986 and 1987. At cued in JeRrey B Nugent. ‘ Variationt in the Size Dritribadon of Korean 
Maauiinuring BataUiahinaBts Actm Sectors and Over Tbiie', Korean Development Institute, Woiking ftper No 8932, August 1989. 
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lOpercentintheearly 1960s Expoitgrowlh 
has been highly import dependent, for 
opitd goods, mw inalenals and components 
Liberalisauon has led to specialisation in 
higher value added products with a substan¬ 
tial import content As regards rural trans¬ 
formation, It followed the first phase of 
industrialisation and did not precede it, un- 
bke in Japan and Taiwan In South Koreu 
there is a heavy concentration of large aim 
small establishments in and around the larg¬ 
est cities 

For a decade up to the mid-60s import 
substitutiim policies were followed leading 
to rapid growth of consumer goods and 
inteniiediate goods The outward-kxiking 
poliaes followed thereafter included more 
realistic foreign exchange rates, liberalised 
import controls and export incentives (tax 
reduction and exemptions, improved access 
lo^iedit and imported inputs) The export- 
UMuced Industnal growth has been extremely 
successful in creating employment, since 
manufactured output (tor exports) has been 
increasingly labour-intensive Larger mar¬ 
kets merest the imporunce and advan¬ 
tage of large plant sire and some SSEs may 
have expanded to larger sizes L'nlike Ja¬ 
pan, suteontracting and division of labour 
beti^een small and large enterpnses is infre¬ 
quent The degree of vertical integration is 
high, large companies carrying out most of 
the operations within the plants However, 
international subcontracting by large and 
medium companies catenng to Japanese 
and US multinationals took place 

As stated in the beginning, the increasing 
dominance of large industry seems to have 
been reduced in the 80s Table 14 indicates 
that employment in small firms (5-19 wmk 
ers) after falling from 29 per cent in 1963 to 
7 Spercent m 1978, increased to lOpercent 
in 1987 The share of medium enterpnses 
(20-199workers) increased much more whi le 
the share of large enterpnses (200 work- 
, ers) decreased But the value added in SME 
has increased less remarkably Even in 1987 
more than two-thirds of value added came 
. from large enterpnses However, the share 
of the largest enterpnses (500 -f workers) 
decreased over the penod 1976-86 from 
^ 45 1 per cent to 35 per cent in employment 


and from 58 I per cent to 32.4 per emit in 
value added 

Over the penod of industnalisabon the 
share of heavy and chemical industnes has 
conbnuously increased from 40 per coit in 
1963 to 54 per cent in 1986 in total employ¬ 
ment and from 35 per cent in 1963 to 62 per 
cent in 1986 in total value added by manu¬ 
facturing Steel, electncal machinery and 
transport equipment have conspicuously 
increased, while texbles, beverages and to¬ 
bacco have conspicuously decreased The 
percentage share of large enterpnses (200 + 
workers) in manufactunng employment and 
value added has expanded considerably over 
the penod 1963-86 for each of the 30 indus¬ 
tnes However, decrease in some industnes 
are perceptible in the 80s These are in 
textiles, weaving apparel, leather and foot¬ 
wear, wood, pnnting, plastics, clay products, 
metal products and scienbftc instrumenu 

The definition of small and medium enter- 
pnsex in Korea is based on the SMI Act of 
1979 Those enterpises in manufactunng, 
mining and transpo^on which have 20 fuU- 
bme employees or less are defined as small, 
while th^ with less than 300 (less than 200 
poor to 1979) but more than 20 (iill-time 
employees are medium However, the liimt for 
medium enterpnses could be exteixied up to 
700 employees, provided a total assets enten- 
on ranging from W5 to W8 million for differ¬ 
ent branches of industry was met 

In 1989, the Ministry of Trade and Indus¬ 
try formulated a 10-year Promotion Plan for 
SMEs, the goal being to increase the share 
of SMEs in 1991 to 54 3 per cent of em¬ 
ployment and 44 8 per cent of value added 
The Plan contained a package of measures 
including a product reservation scheme (‘de¬ 
signated areas’), credit allocation from banks, 
a loan guarantee programme, especial bank 
for SMEs. a subcontracung programme, a 
technical extension service programme, pre¬ 
ferences in government procurement and 
setting up a special trading company for 
assisting SME exports 
The 'designated areas’ or {voduct reser¬ 
vation programme is regarded as a negative 
measure Details are not available, but it 
seems to be indirectly implemented through 
the registration proc^ure of the Ministry of 


Tfade and Industry There is a negabveor 
(nohibited or restneted list of industries 
(e g, ginseng, tobacco, flour nulling) for 
foreign investment. Laige enterpnses are not 
permitted to expand in items, e g, leather, 
shoes, toys, etc In any case product reserve- 
non mak« bttle sense m acountiy like South 
Korea where the SMI definition is so wide. 

Regarding financial assistance, a credit 
guarantee scheme has been developed. 
Commercial banks have to lend a certain 
proporbon of their funds to SME, and a 
separate bank, the Small and Medium In¬ 
dustry Bank, operates as a pubhc sector 
bank Interest rates are lower for SMI (9 per 
cent as against 11 5 per cent for4arge enter¬ 
pnses in 1985) The Small and Medium 
Industry Bank provides loans—through the 
Small and Medium Industry Investment 
Corporation (SMUC)—of up b) W300 mil¬ 
lion, covenng 6-90 percent of the project 
cost for a m^emisation programme for a 
small and medium enterpnse 

Financial assistance is also made available 
to help SMEs train their techiucians in domes- 
bc or overseas centres Support for R and D 
and extension services are provided, and for- 
mabon of research co-operabves to undeitake 
Rand Dencouraged Riskcapitalandfinanc- 
ing of R and D are provided by the Korea 
Technology Financing Cforporabon (a pnvate 
institubon) and by the Korea Development 
Investment Corporabon (a subsidiary of Korea 
Development Bank) Such financing is avail¬ 
able for lOyears (plus 3 years grace penod) for 
100 per cent of amcxml required (70 per cent 
in lo^ currency) 

The Small and Medium Industry Promo¬ 
tion Corporation (SMIPC) established m 
1979, has the following funcUons 
—Promobon of co-operabves of manufac¬ 
tures of similar products in order to centralise 
purchasing, marketing or capital-intensive 
operations 

—Provision of extension and informabon 
services 

—^Management baining through the Insb- 
tute for Small- and Medium-scale Enter¬ 
pnse Training 

—^Liaison with the Korean Federabon of 
Small Businessmen 

—Operabon of offices abroad dealing widi 
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(Ptreetuages) 



Number of 







Fixed 


Producuvity 


Establishments 

Employment 

Value Added 

Assets 


Oiffeientials 












(Sman-: 

100) 


1978 

1986 

Mid 70s 

1978 

1986 

Mtd-70B 

1978 

1986 

1978 

1986 

Mid-708 

1978 

1986 

Cottage (1-4) 


— 

19 

189 


13 

(67)* 




489 

391 


Small (beiow 10) 

Medium 

663 

644 

260 

12 4 

162 

17 0 

II 7 

94 

10 3 

84 

IQOO 

1000 

1000 

SO-99 

100-199 

16 3 
87 

16 7 

1' 3 

26 7 

21 7 

14 3 
185 

307 

142 
17 8 

113 
17 5 

12 5 
16 3 

94 

164 

1761 

164.0 

1444 

Large (200 ind above) 

87 

77 

43 4 

269 

51 1 

310 

362 

618 

609 

639 

1794 

1302 

2078 


100 0 

1000 

1000 

1000 

1000 

1000 

1000 

1000 

1000 

1000 

1000 

1000 

1000 


* IncliKled under Small m this column 

ISmirra A Berry and O Mazumder, Small-Scale Induttry m the Anan-Pac^c Kegbm, 1991 
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maiintpRMpeeiliif and tecluiotoglcal infor- 
malioii. 

—Onntiiig credit for the hire purchase of 
equipment. 

—OperadonofamodeniisatioapiagrBiniiie. 
oonsistuig of technical, training finan¬ 
cial aaautanoe for small* and inedium*scale 
industrial enterprises wishing to modernise 
their structure and inoduction (in a fairly 
long list of priority laranches of industry). 

1,000 to 1400 oiterpiises are asmt^ 
every year widi technical and managmnent 
advice by SMlCP. There is increasing em¬ 
phasis on technological and management 
innovation in order to increase productivity 
and competitiveness. More than 60 per cent 
of all assistance goes to machinery, metal, 
electrical and electronics irulustries. 

The Korean bistitute of Economics and 
I TeclHK^Qgy(KIEr)/establishedinl98i,ool- 
lects. processes and supplies to business (espe¬ 
cially SME), infonnalkm on trade, technok^ 
and industry. KIET maintains satdUte-con- 
nections with data systems abroad, has built a 
Hbraty as well as its own data base. 

The Korean Federation of Small Business 
(KFSB) is a very active organisation with 
over 16,000 members. Its activides involve 
the co-ordination of subcontracting, collec¬ 
tive purchasing and selling, establishing 
contact widi overseas buyers and investors, 
information services, technology transfer 
and policy recommoidations to the govern¬ 
ment. KFSB has a Systematisation Promo¬ 
tion Council which assists the Ministry of 
Trade and Industry {MTl)*s industrial 
^stematisation programme. The project 
involves stimulating the production of parts 
and components in about 1,000SMI compa¬ 
nies, and integrating parts production with 
prime manufacturing by large enterprises. 
The project is related to import replacement 
in automobiles, el^ttonics, machinery and 
building industries. Tax privileges, e g, ex¬ 
emptions from import duty on equipment 
are made availabte. The KFSB regularly 
examines business transactions and assists 
m resolving disputes between large firms 
and their suppliers. 

The role of SMI has been receiving con- 
dnuiog attention in recent years. The gov¬ 
ernment of Korea announc^ the following 
prcgramme in 1992 to enhance the produc¬ 
tivity and international competitiveness of 
small and medium manufactures. 

—To make more funds availrdile through 
capital increase of the Industrial Bank of 
Kmea and activation of the over-the-counter 
(OTC) stock market as part of measures to 
expand funds to SMI which is likely to face 
a credit squeeze in tlw wake of interest rate 
liberalisation. 

—To establish task force within the Korea 
l^Bdetaiioa of Small Business to deal with 
possible inroads that SMI face due to import 
liberalisatioo. 

—Toaocentuatetechnological development, 
ihe govenmoDt will bolster technical guid- 
moe, activate the provincial industrial re¬ 


search centres and develop an information 
distribution system for SMI. 

—^Various laws related to SMI will be 
streamlined so that the government can push 
ahead with the readjustment project fm this 
sector. 

—Assistance wil! be given to SMEs which 
are developing world class top quality goods. 
Effective assistance to promising SMEs will 
be made. 

Conclusion 

Korean experience exemplifies the suc¬ 
cess of an approach combining appropriate 
macro policy measures, creation and main¬ 
tenance of suitable environmental condi¬ 
tions, continuous upgrading of skills and 
technology, operation of viable financing 
systems, and direct government interven¬ 
tion through public sector institutions'. With 
emphasis on optimising factor use and on 
total factor productivity, specific attention 
to assist and promote small enterprises came 
later in the development process, yet per¬ 
haps in time to take advantage of Ae transi¬ 
tion (in developed countries) from a mass 
production system towards flexible manu¬ 
facturing. While keeping in mind the skewer 
distributional effects of these policies in the 
60s and 70s, Korean expenence indicates 
that efficiency is related to technology ab¬ 
sorption and diffusion and upgrading of 
skilis, and that a range of sizes are suit^ to 
diffeRntproduct and market characteristics. 

Malaysu 

Since early 70s Malaysia has pursued a 
long-term strategy under tiie New Econo¬ 
mic Policy for the poiod 1970-1990and ite 
Industrial Master Plan for the period 1986- 
1993, witii the twin objectives of endear¬ 
ing poverty and restructuring Malaysian 
sod^. It was felt by the end erf the 70$ that 
growth strategies—largdy export-led—ra¬ 
ther than redistribution measures would con¬ 
tribute more to increase in incomes and 
poverty eradication. The 80s witnessed a 
movement away from inward to outward 
orientation. The Industrial Master Flan 
(1986-95) is contributing a great deal to a 


(ii)stfiengthai^theindusliialbase,mov- 
ing away from miere assembly ^pe process¬ 
es to more in-depth manufacturing, process¬ 
ing, producing components and para local¬ 
ly. 

lOii) encouraging both vertical and horizon; 
tal inter-firm relationships in order to iin 
crease value added in manufactured ex¬ 
ports; 

(iv) enhancing the participatiim of small 
and medium enterprises in mainstream in¬ 
dustrial activities by developing andllaries 
capable of supplying quality components 
and parts to lat^ge enterprises; 

(v) creating a congenial environment for 
private sector investment and R and D activ¬ 
ities; and 

(vi) developing technically competent 
personnel. 

The GDP of Malaysia grew at a rate of 3.4 
per cent per annum during 1979-86. Since 
1988 It has grown at 8 per cent to 9 per cent. 
The growth of manufacturing was 6.7 per 
cent during 1979-86,13.4 per cent in 1987, 
17.6 percent in 1988,12.0 per cent in 1989 
^d II.O p» cent in 1990. The share of 
manufactunng in GDP increased from 13.9 
per cent in 1970 to 23.8 p^ cent in 1990. 
Manufacturing employmmt has increased 
at an average rate of 6.7 per cent over the last 
23 years accounting for over 13 per cent of 
the total employed in mid-80s as against 6.5 
{ter cent in the late 1950s. Being a resource- 
rich country with a favourable land-man 
ratio, Malaysia does not suffer from popula¬ 
tion pressure. 

The SSI sector is relatively under-deve¬ 
loped in Malaysia. The policy has been 
diiected towards development and employ¬ 
ment of Bumiputras (M^ys) rather than of 
small-scale manufacturing enterprises as 
such. Bumiputra employment has increased 
in trade arid services and in agriculture, 
rather than in manufacturing. Outward ori¬ 
entation has encouraged skill-intmsive and 
relatively capital-intensive middle-sized 
enterprises, which are eflicient, productive 
andcomftetitive.Accounthas also lobe taken 
of relatively higher wages in the country. 
The programmes for industrial estates. 


pra^natic orientation. 

The (lolicies for industrial development 
focus on: 

(i) widening the range of manufactured 
{Hoducts for ex[X}rts; 


industrial incentives (except financing of 
Bumiputras) and extension services have 
been available for all sizes of enterprise and 
not specifically onented ttiwards SSI. Changes 
in the size structure of manufacturing fim 


Taiu 16. Sham ovErnsiniiSE Sizes in Mexican Manufactveino 
ESTABLISNIffiNTS, EMnOYMENT AND INCOME IN 1990 


(Per emu) 



Establishments 

Employmem 

Income 
(value added) 


Micro 

77 2 

113 

72 


Small 

17 8 

23 6 

19.2 


Medium 

2.9 

16.0 

15 1 


Large 

2.1 

49.1 

58.5 


Total 

100 0 

1000 

100.0 



Srtkrce: SECOPI, Ministry of Conuneree and Indusuial Development. 
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iinoe inkl>70! an analysed in Table 15. 

The dedining share of SSI and the in¬ 
creasing shares of large- and medium-scale 
indwtiy are obvious from the date in the 
oMe. Large-scale industry accounts formore 
than half of onployroent, over 60 per cent of 
vahK added and over 65 pa cent of fixed 
assets, in the total. It is also twice as produc¬ 
tive as small-scale industry. 

One reason for relatively slower growth 
of SSI is die lack of backward linkages with 
lasge industries, which are mainly engaged 
in exports and have their relationships with 
firms in developed countries. SSI produce 
mostly finished goods, e g, foodstuffs, fur¬ 
niture, handicrafts, fabricated metal pro¬ 
ducts, wood-based products and textiles. The 
medium-sized industries are involved in 
beverages, electrical and electronic pro¬ 
ducts, chemicals, ntm-metaliic minerals and 
automobile components. 

There appears to be scope for develop¬ 
ment of SSI to supply castings, components, 
parts and services to LSI. Most of tire found- 
ly and engineeting, machinery and medium- 
1 ^ industries have remained small and 
need modernisation and diversification. The 
Industrial Master Plan (IMP) recognises 
their needs and recommends the preparation 
of specific programmes. The Malaysian 
Subcontracting Exchange Programmes 
(SCS) was initiated in 1986 in response to 
the recommendations of the IMP on inter¬ 
industry linkages and the promotion of an¬ 
cillary industries. The SCX activities are 
closely co-ordinated with those of other 
relalBd agencies. 

The inadequacy of SMI providing support 
services and inter-industry linkages, arid the 
likely shortages of engineers and managers, 
are cmistraints in the industrialisation of 
Malaysia. 

SSEs are defined as those with capital 
investment below M$ 250,000 and having 
less than 25 employees. Like large enter¬ 
prises SSEs enjoy reduced location tax, 
pioneer status, etc. They are exempted from 
paying sales tax if the value of turnover is 
less than M$ 100,000 per annum or payroll 
expenditure is less than M$ 20,000. They 
are also exempted from import duties on 
impoited machinery and raw materials. 

Assistance to SSI is now provided in an 
integrated manner as follows: 

—Financial assistance: Funds are earmarked 
from the financial system under govern¬ 
ment guidelines for the use of SMI. In 1988 
M$ 300 million was allocated from com¬ 
mercial banks. An Enterprise Rehabilita¬ 
tion Fund (ERF) of M$ SOO million has also 
been set up to encourage the banks to extend 
assistance to ailing Bumiputra enterprises. 
Commercial Banks are required to lend at 
least 20 per cent of the total loans outstand¬ 
ing to Pumimutra and for food production. 
Commercial banks must deploy SO per cent 
of the total for small, unsecured loans under 
a Special Loan Scheme, backed by credit 
guarantees, which provides up to a maxi¬ 


mum of M$ 50,000 at * nihiidiaed intmest 
rateof7Jperoeai. 

—Project development: Assistance takes 
the form of feasilnliqr studies, entrepre¬ 
neurial developfflent, market promotion and 
provision of in4ustties sites. 

—Training; Areas covered include courses 
in management, accounting, salesmanship, 
marketing, and also advisory services on 
business practices and the dissemination of 
business management information. 

The main institutions involved in SSE 
development are: 

—Small-scale ^terprise Division (SED), 
Minis^ of Trade and Industry: Set up in 
1981, it is responsible for the promotion of 
SSEs in line with national economic policy. 
SED identifies investment opportunities, 
provides incentives, advice and information 
to small entrepreneurs and fosters interest in 
SSI. SED is also responsible for the co¬ 
ordination of aedvities of various agencies. 
—Malaysian Development Bank (BPMB): 
The Bank, which is supported by the gov¬ 
ernment, provides credt and other assis¬ 
tance to small Bumiputra entrepreneurs (e g, 
for buying stocks). 

—Credit Guarantee Corporation (CGC): 
CGC provides backing to commercid banks 
which supply credit to small firms, for via¬ 
ble projects for which adjacent collateral is 
not available. 

Other agencies providing support to SSI 
include Malaysian Entrepmreurship Devel¬ 
opment Centre, Malaysian Industrial De¬ 
velopment Authority (MIDA), Malaysian 
Industrial Development Finance Company 
(MIDP), National Productivity Centre (NPC) 
and Standards and Industrial Research Insti¬ 
tute of Malaysia (SIRIM). 

A unique scheme combining provision of 


venture crqiitel with a oontmuiag MWag 
progtimme has been launched on aooin- 
mei^ basis in 1992 to speed up develop¬ 
ment of Bumiputra enterprises. P e r faede aa n 
Usahawan Nasional Berhad (nJNB) or En¬ 
trepreneur DevelO|»nent Corporation has 
been set up as a company wholly owned hy 
the Founduion for Bumiputra Inyestment. 
With an authorised capitd of M$ 200 mil¬ 
lion, the ot^dve is to help establish viaUe 
Bumiputra enterprises. Companies with 
equity of MS 250,000 to MS 10 million are 
elipble for assistance. Die company could 
finance up to 80 per cent project cost as 
equity lomforaperiodofStolO^ears. The 
loan is dependent on implementation of a 
structured training programme and institu¬ 
tion of a management and administration 
system. Holdings by the company will be 
sold to shareholders at the end of the loan 
period upon completion of training and op¬ 
eration of the enterprise on a viable basis. 
Joint ventures between Bumiputras and npn- 
Bumiputras are possible. 

Conclusion 

Malaysia is a special case of a develqiing 
country relatively rich in natural resources 
and with a favourable land-man ratio. Its 
special programme for increasing the par¬ 
ticipation in the economy of the indigenous 
Malays (Bumiputras) may provide lessons 
for Oder countries with backward or disad¬ 
vantaged groups. 

Mexico 

Mexico provides a successful example in 
Latin America of the resurgence of SMI in 
the 80s. Even in a period of import compres¬ 
sion to overcome the debt problem, when large 
industries languished and there was some 


Taiu 17: SMI Smaxe in Manupactukino Outhjt and the Domestic Input Coefficients 



Small 

Medium 

SMI 

Domestic ^pui 
Coefficients 

Wood and cork products 

4.8 

78.1 

82.9 

a56508 

Leather products 

12.3 

67.4 

79.7 

— 

Non-metallic furniture 

24.8 

54.0 

78.8 

0.46694 

Footwear/apparel 

11.7 

59.1 

70.8 

— 

Food products 

6.7 

63.4 

70.1 

0.62416 

Printing and publishing 

15.4 

50.8 

66.2 

0.40316 

Textiles 

14.2 

40.9 

55.1 

0.52015 

Other industries 

96 

34.7 

44.3 

0.46468 

Metal products 

15.2 

28.4 

43.6 

0.35506 

Non-metallic minerals 

4.2 

35.6 

39.8 

0.38604 

Chemicals 

13.5 

23.3 

36.8 

0.42190 

Non-electrical machinery 

9.2 

22.3 

31.5 

0.32268 

Coal and oil subproducts 

12.9 

17.2 

30.1 

0.69349 

Beverages 

5.5 

20.0 

25.5 

0.32347 

Basic metal industries 

4.2 

17.4 

21.6 

0.54365 

Paper 

10.1 

11.0 

21.b 

0.46027 

Rubber products 

6.3 

14.6 

20.9 

0.34815 

Elecuical machinery 

10.3 

92 

19.5 

0.42854 

niaimaceuticals 

5.3 

8.5 

13.8 

_ 

Ttanspott equipment 

2.8 

5.9 

8.7 

0.42854 

Tobacco 

0.4 

2.2 

2.6 

0.42789 

Total 

8.2 

35.3 

43.5 

— 


Source: J Cam etui, Le OrganiiocionMustr^enMexico, ILJBT, Mexico, 1990. 
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driaduiBUiittkn, ^41 iffied die 
oML SMEi expanded under die «cp«t- 
orienled iMcty puiwed tinoe mid-SOs. 

The ihue of industrial output in ODP 
which had increased steadily from 19 per 
cent in the 1960s to 23 pa cent in the 1970t 
declined diereafter to 20 pa cent in 1983. 
The economy'recovered in the late 80s and 
by 1990-91 the share of manufacturing in 
GDP was back to 23 pa cent (as against 8 
pa cent in agriculture). Manuftcturing ac¬ 
counted for 11 pa cent of die total empk^- 
ment in 1990-91 as against 27 pa cent in 
agriculture. 

The size categories ttf industry in Mexico 
are defined as follows: a microoiterpiise is 
one with empkqrment up to IS persons and 
gross incomototal sales below 110 nma the 
annual mini)nunL.wage (equivalent to 
$ 1,75,000 in June 1992);asmallaiteipriseis 
one widi employment below 1(X) persons and 
income^aln below 1,115 times annual mini¬ 
mum wage; a medium enterprise is one with 
employment below 250 and income/sales be¬ 
low 2,010 times the annual minimum wage. 
The non-govemment institution in charge of 
die promotion of microaiterprises, Asrsoria 
Din^ca a Microempresas (ADMIC), how- 
eva, has a more clear-cut definition, viz, 
Micnventerprises (5 or less workers), SmaU 
enteritises (6-100 workers) and medium en¬ 
terprises (101-250 workers). 

Table 16 illustrates the relative importance 
of micro, small and medium enterprises. While 
they account for 98 pa cent of die numba of 
enterprises, employment provided by them is 
about 50 pa cent ^ the total, but value added 
is only 4U pa cent of the total. Of the three 
categories, theoidaofimportance'issmall(l), 
medium (2) and miao (3) in relation to em¬ 
ployment and income. 

The distribution of SMI establishments 
and employment by economic sectors shows 
a concentration in five branches: food pro¬ 
ducts (20.7 per cent); metal products (17.5 
pa cent), aiqiarel and other textiles (10.2 
pa coit), printing and publishing (7.0 pa 
cent) and footwev (5.7 per cent). The share 
of SMI in the output of Afferent products— 
arranged in ordaofthe extort of the share— 
and the domestic input coefficients are giv¬ 
en in Table 17. 

The larga the share of SMI in output, 
there is also a larger domestic integration of 
the industry. In otha words, a larga share 
of SMI is related to a larger domestic input 
coefficient. 

In the Federal district, about 75 pa cent of 
micro-enterprises employ 5 or less persons, 
80 pa cent have a sole proprietor, and 93 
per cent wae oriented to domestic markets. 
They mainly compete with each otha in a 
highly segmented market, operating in 66 
pa cent of the cases on a cash basis. 

The situation is somewhat different for 
micro-enterprises located in the US-Mexico 
bordas. These have a stronger export-ori¬ 
entation and roughly half of them produce 
for the foreign marka. They have informal 


with sub-contrwmn and cie^ v- 
tangements with the medium- and large- 
scale Maquiladora indu^ (plants sa up in 
bordare^ons by American and other com¬ 
panies which assemble imported products, 
tax-fiee, fa immediate re-export duty-free 
except on the v&ue added in Mexico). 

Unifi the oil boom of the late 1970s and 
more particultf iy until tiie MA. crisis of the 
mid-SiOs, Mexico followed an Import Sub¬ 
stitution Industrialisation (ISI) policy, in¬ 
volving protectionism and licensing mi in 
practice favouring large-scale industries to 
earn monopoly profits dirough providing 
pief^tial access to resources ai^ tiirou^ 
subsidisation. Although there was a 
programme fa SMI development, it was 
mwginal until the adoption of the Expon 
Orientation Strategy (EOS) in the mid-SOs. 

It is only very recently that Mexico has 
developed an integrated programme fa de¬ 
velopment of micro, small and medium 
(MSM) enterprises. Financing programmes 
have bwn there since the 5(h, but time were 
benefiting the larga rtf the MSM entetprises. 
These have recently been made specifi¬ 
cally oriented to differoit sizes of enterpris¬ 
es under the Federal Law fa the Develop¬ 
ment of Micro-Industry of 1988 and its 
successao^July 1991. In addition, there are 
programmes from Non-Government 
Organisations (NGOs). These programmes 
will be outlined below. 

Programmes for MSM enterprises have 
been set up by 

—^Ministry of Commerce and Industrial 
Development (SECOFl). 

—^Nacional Rnanciera (NAHN). 

—National Solidary Programme 
(PRONASOL). 

—^Inta-American Develr^nnent Eank (IDB). 
—Asesoria Dinamica a Microempresas 
(ADMIC). 

The specific objectives of the SECOFl 
prognunme fa 1991-94 are to (i) promote 
growtii in both domatic and foeign mar¬ 
kets through improved forms of purchasing, 
production and commercialisation; (ii) in¬ 
crease the levels of technology and quality; 
(iii)ttrengthen deregulation, decentralisation 
and simplify admi^strative measures; (iv) 
encourage development in the regions 
through deconcentration taking into account 
environmental considerations; (v) promote 
productive uid long-term employment, 
based on the lower investment requirements 
pa job created; uid (vi) promote invest¬ 
ment in social sacta manufacturing activi¬ 
ties. The main strategic mechanisms that are 
to be promoted include: formatioi of enire- 
l»eneutial groupings and associations in 
areas of credit, purchasing and 
commercialisation such as credit unions, 
limited liability companies and common 
purchasing ceptres as well as joint market¬ 
ing, subcontracting and pidslic procurement 
arrangements; promotion of technolo^cal 
services through the creation of a national 
induorial technology consultation service 


involving a variety of institutiaas including 
LANFl (Laboratorios Nacionnles 
Fbmento Industrie!), CXJNTAT (C^oosqjo 
Nacional de Ciencia y Technologia) ai^ 
other R and D and educational institutions 
and cenues; total quality control; business 
management and training; financing aid 
investment promotion through ihe develop¬ 
ment of financial intermediaries supported 
primarily by National Fmancera (NAFEN) 
and programmes such as the National Soli¬ 
darity Programme; and others armed aagro- 
industry, deregulation and decoitralisation. 
As regards technological services, LANFl 
currently provides services at 50 pa cent 
discount to micro-enterprises and 23 pa 
cent discount to small enterprises. 

SECOFl has also set up in 1991 two 
mixed commissions: Comision Mixta pam 
la Promocion de las Exportaciones 
(COMPEX) for promoting exports and. 
Comision Mixta para la Modemizacion de 
la Industria, Micro, Pequene y Mediue 
(COMIN) to assist modernisation. COM^ 
is a forum where entrepreneurs can present 
problems to be solved within 10 diys; some 
400 out of900 cases submitted have bisen so 
resolved. For micro enterprises the Federal 
Law for the Development of Micro industry 
and Handicraft Activity (July 1991) fisre- 
sees the establishment of a special lnte^ 
secretarial Commission. It proposes (a) fis¬ 
cal, financial, technical assistance and 
commeraalisaUon support; and (b) admin- 
istrauve simplification for the atablish- 
ment of such enterprises. 

In the area of industrial training fa miao 
and small enterprises a joint programme 
(CIMO or Capacitacion Industriel de Mano 
de Obra) is being implemented using 70 pa 
cent World Bank finance and 30 per cent 
contribution by industnal chambers, asa>- 
ciations and enterprises. 

NAFIN, the most active institution in 
granting preferential credits to micro and 
small enterprises, instituted a programme in 
1990 for the Micro and Small Enterprise 
(PROMYP), to channelise specialised oed- 
its to these atablishments through comma- 
cial banks and other financial intermediw- 
ies such as credit unions. Within this 
programme, specialised support facility 
exists fa micro enteiprises which have na 
had access to bank credit The credit avail¬ 
able covers working capital, machinery, 
equipment and plant and is backed 100 pa 
cent by NAFIN up to a maximum of 480 
million Pesos. NAFIN credits are extended 
through trust funds (a mixed fund of the 
State and NAFIN) known as Programmade 
Apyo a le Micro-industrie (PROMICRO) 
and meant to support micro industry. Al- 
mat 60 per cent of NAFIN credit in 1991 
was allocated to the micro and small indus¬ 
try programme. 

PRONOSAL (The National Solidary 
Programme) assists underpnvileged groups 
through a system of matching grants to 
groups of pr^ucers in depressed areas pro- 
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Vided through the Niuional Pond for Sup¬ 
port to Solidarity Enteritises (PONAES) 
eMibliihed in Dumber 1991. PONAES 
operates through NAFIN and its regional 
funds, which provide the technical and fi¬ 
nancial monitoring and backstopping. 

Hie Inter-American Development Bank 
(IDE) has since 1978 provided soft loans of a 
maxitnum of US $ 3,00,000 for each micro/ 
small enteiprise through non-profit intermedi- 
aries,eg,ooopentives, associations andfoun- 
datkxM. In 1991 Mexico received US$2.S 
million through S projects. These are long- 
Isnn loans for a period of 20 to 25 years, 
lep^able in local cuiiency. The IDE’s expe¬ 
rience indicates that priigrammes concentrat¬ 
ing on the widest po^le coverage (the so- 
oiOed 'minimalist' progranimes)c(^achieve 
nsullB as good as prograpnes which focus 
more on mining or technical assistance. The 
main lesson which it has drawn is that miao 
comprise cmdit programmes should be man¬ 
aged as a business and should be separated 
flm philanthropic activities. The bottleneck 
has bm the limited capacity of NGOs to 
manage the programme. 

ADMIC, the lar;^est non-govemment in¬ 
stitution in Mexico that provides direct as¬ 
sistance to micro-enterprises, covers eight 
stales (in the centre and north), and from 
1980 to inid-1991 provided credit to about 
7.3(X) micro-enteii^ses, mostly in the last 
(bur years. ADMIC's main source of credit 
is NAFW, with wfaidi it has established a 
trust fiind of US$6.7 million. It has also 
received an IDB credit under the IDB small 
loans programme. ADMIC's loans tend to 
Start bdow $300. In addition to credit, it also 
provides technical assistance and training. 

RuidacionMexicanaparaelDesaiTOlloRurai 
(mm) is the odier nuyor NGO in Mexico. It 
is a (edwation or network of autonomous 
fbundalioiu or centres which operate in a 
decentralised manner in the field of rural de- 
velopmenL FMDR aims at promoting die 
creato of such centres. It provides them 
certain services and facilities and access to 
institutionaliaed credit (NAFIN, IDB). 

Mexico's comprehensive programme for 
promoting and assisting MSM industries is 
of recent origin. Mexico’s joining NAFTA 
(Nordi American Free Trade Area—US, 
Canada, Mexico) is not likely to affect mi- 
cro-enteiprise catering to locd markets. On 
die Ollier hand, it will provide further oppor¬ 
tunities to them as well as to MSM in export 
orientation of industries dirough linkages 
with larger firms as vrell as foreign enter¬ 
prises and multinationals. Regional and lo¬ 
cal institutional arrangements will have to 
be strengthened, small and medium enter¬ 
prises encouraged to be upgraded techno¬ 
logically and advantages of clustering or 
collective agglomeration realised by all the 
lluee segments—micro, small and medium. 

> Conclusion 

Mexico’s programme is of recent origin. 
iHie specific attention paid to micro-enter- 
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prises is noteworthy for other countries. 
Assistance iscarried to dielocal level through 
airangements with NGOs and co-operatives 
of enteiprises. Funding is provided through 
multiple participation: national development 
bank, regional or state governments, NGOs, 
associations and commercial banks. Provi¬ 
sion of credit and services has been 
decentralised through intermediation by fi¬ 
nancial and regional agencies. Provision 
has been made for venture capital financing, 
separation of commercial loans from grants, 
R and D and technology development. The 
Ministry of Industry has created joint com¬ 
missions to co-ordinate the activities of the 
large number of agencies involved in die 
programme, which has not been in existence 
for long enough to provide an evaluation of 
experience. 

m 

Lessons for India 

There are wide variations in the size- 
structure and size-composition of enterpris¬ 
es between countries, even among die coun¬ 
tries of more or less the same level of 
economic development. This is due to the 
interplay of histoncal, legal, institutional, 
cultural, social and economic factors which 
are specific to countries or regions. A con¬ 
clusion of country case studies is that the 
size of enterprises or establishm«its does 
not crucially determine business performance 
measured either in economic or social terms. 
Instead, business performance depends de¬ 
cisively on organisational structure and on 
the public and private policies which influ¬ 
ence their development. Rapid changes in 
technology and management practices and 
increasing role of services are revitalising 
the small-scale sector all over the globe 
includingindustrialisedcountries. Itisamply 
clear that in the developmoit process SMI 
will continue to play a significant role, 
based on competition, productivi^ and effi¬ 
ciency. 

While the Indian small industry 
programme from the mid-50s to the mid- 
60s was based on direct technical assistance 
in identifying opportunities and markets, in 
techno-economic viability of size, in appro¬ 
priate but efficient technology, and in pro¬ 
motion of new entrepreneurship, it soon 
degenerated into a lobby—like its counter¬ 
part the private large industry sector—for 
cunying government favours in reserva¬ 
tions, tax exemptions, licences and quotas 
for scarce materials and foreigii exchange, 
subsidised loans, etc, thus stifling tech^ 
logical change and sheltering sub-quality 
and spurious manufacturing. The industry 
sector,includingthesmall-s^esector,finds 
it difficult to get out of past distortions and 
from the embrace of politicians and bureau¬ 
crats, who in turn want to continue to license 
andregulate. To take only the garmenu and 
leather goods subsectors, while exports ate 
rapidly expanding, the western foreign buy¬ 
er, like tte earlier Russian buyer, has id 


implemmit a tight qualiqr insMctlon 
programme, witii mquent visits to lactaries 
in India, to assure acceptable quality; nd 
yet the percmitage of rej^ is considenble, 
as teen in their diversion to the domestic 
market. To take another exam|de of the 
jewellery and diamond trade, not only are 
exports net of imports of raw dianionds and 
gold, small; training is provided under not 
so uptodate workiiiig conditions and tools 
and as yet low wages, and in industry with 
hi^ value added. Adapting to ecoiiomic' 
«forms in a globalising economy denumds 
i drastic change in mindset, in work culture 
uid attitudes towards business ethics, zero- 
defects culture, striving iot oontinjioua skiU 
upgndation and for excellence. 

The quantity and quality of infrastructure 
and sovices provided, particularly in North¬ 
ern India, iMve much to be desired and 
undoubtedly affect adversely the operation 
of small enterprises. To the factors men- 
tiomd in the last paragraph should be added 
die irresponsible attitudm of labour, bank, 
telecom and government employees and 
their unions. Since the new technology of 
flexible specialisatiiHi demands the wide¬ 
spread use of computer and of telecom 
networking, and since these are achieved 
through skill development as well as through 
close and co-operative working relation¬ 
ships witii providers of other goods and 
services, with R and D institutions, univer¬ 
sities, training institutions, information chan¬ 
nels, etc, brought togetW in clusters or 
collective agglomerations such as industrial 
districts or parks, the Indian small business 
culture of the individual loner is no longer 
robust. The change in mind-set required is 
indeed revolutionary and might take ano¬ 
ther generation to fructify, if serious efforts 
commence now. Meanwhile we should 
probably take full advantage of traditional 
capitalistic mass production methods using 
ch^ unskilled labour to derive advanh^el 
of scale econo m ies. 

Statistics on small-scale industrial enter¬ 
prises are notoriously inadequate in India 
because of overhqiping defiiiitions for re¬ 
gulatory and assistance prografflmes,chang- 
ing coverage, exclusion of self-employed or 
own-account enterprises and no-reporting 
of closures or mortalities. A guesstimate is 
that 30 million people are on own-account 
manufacturing, (including village and town 
artisans and crimen), 10 million em¬ 
ployed in the small-scrie industry sector 
(both factory and mm-factoty) and about 3 
million in large-scale manufacturing indus¬ 
try. Roughly 30 per cent of manufrIuBturing 
outyut is from sinall industry. 1310 rate of 
growth of output seems to have declined 
both in large and smalHndusiry since die 
mid-70s; in the second half of the 80s die 
rate of growth was 9.2 per cent for large 
industry, but only 3.2 per cent for small 
industtyT While no data are available the 
share of small manufacturing output sup¬ 
plied to large industry, institutional buyers 
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mid export hooses, as against diieet supply 
to domestic maikets, appears to have con- 
sideiably increased. While no data ue 
readily available, it would also appear that a 
considerable number of small enterprises 
have expanded into medium and la^e cate¬ 
gories, especially in garments, leather, food 
processing aiid engineering (auto parts and 
other machineiy tools and components). 

Liberalisation of the economy and the 
itrengtheiung of maricet friendly and.com- 
petitive influences, do not, and shouM not, 
mean a kassetfaire policy particularly as 
regards industriidisation and economic de- 
velopmoit. A long-term planning and p»- 
spective for growth of and structu^ chang¬ 
es in the small-scale sector is essential. The 
examples of Japan, South Korea and Malay¬ 
sia are most relevant. The government has to 
take the leading role in close co-operation 
' with private business and industry in a Id- 
year projection of India’s role in the world 
perspective and the detailed measures re- 
quii«l to achieve the targets formulated. 

The industrial structure and its size distri¬ 
bution have to be looked upon as a conti¬ 
nuum of different sizes co-existing as com¬ 
petitive and viable tmits. Growth and expan¬ 
sion and establishment of new units as well 
as closure of sick or bankrupt enterprises 
have to take place. This integrated structure 
should also contemplate meaningfully linked 
enteiprises in the services, construction and 
trade sectors. 

Most of the country experiences under¬ 
line the vital role of the state and other 
public/institutional entities in the promo¬ 
tion and development of SSI. In Japan 
special banks and financing institutions, 
with regular sources of funds, have been 
established to meet the requirements of 
small enterprises. Programmes for 
modernisation, technological upgradation, 
quality-adherence have been formulated 
and undertaken by government or govern¬ 
ment-supported agencies in Japan. In the 
US local and state governments and insti¬ 
tutions established by them and by associ¬ 
ations of business have assisted in plan¬ 
ning industrial and infrastructural facili- 
Ues, industrial estates, R and D facilities 
and links with universities and consult¬ 
ants. Venture capital financing has also 
been provided for. In Germany, Prance, 
Austria, etc, the craft system has been 
legally based and self-governing institu¬ 
tional ammgements have been encour¬ 
aged and assisted by government agen¬ 
cies, for provision of training, R and D and 
improvement of productivity. In Italy 
collective agglomeration in regional cen¬ 
tres specialising in specific products and 
services has bMn assisted by local gov¬ 
ernments, industry associations, research 
institutions, banks and consultancy firms. 

Except f(M’micro or tiny enterprises, other 
small and medium enteiprise categories are 
usually able to take advantage of services 
provided tiirou^ existing market network 


and commercially operated institutiaas, in¬ 
cluding large enterprises, which often pro¬ 
vide better quality and more cost-effeedve 
services than are possible from govon- 
ment-operated agencies. It is thus Uie very 
small firms (micro or tiny) which are disad¬ 
vantaged in access to resources and slic¬ 
es. Government efforts should, therefore, 
focus on this category (employing say to 10- 
20 or less woikm) ami on disadvantaged 
groups, e g., prospective e n trepre n eurs in 
backward or rural areas, or on badeward 
classes or on women. Experiences of C^ina, 
Malaysia, Mexico and the US are especially 
relevant in this connection. There is need for 
qiecific institutional arrangements and sep¬ 
arate funding in association with national, 
regional and local governments, private and 
vduntary organisations. Assistance needs 
to reach the enterprise through 
decentralisation and inteimediation (under 
a variety of arrangements). Venture capital 
financing, separation of commercial from 
pant type of requirements, and provision 
for dissemination of information, continu¬ 
ous training and upgrading, R and D, mon¬ 
itoring, etc, needs to be n^e. 

While licensing and regulation by a single 
central authority stifles growth and dyna¬ 
mism, provision of facilities in a 
decentralised maimer, through local author¬ 
ities and industry associations in growth 
centres, hi-tech industrial estates, etc, is 
necessary for the development of SSEs. A 
few specific suggestions are indicated as 
follows. 

R and D in many countries tends more and 
more to be carried out in public research 
institutes, universities, etc, and there is need 
to provide for linkages and transfer mecha¬ 
nisms to small enterprises. 

Financing should be provided prefera¬ 
bly—as in Japan—by sqmrate institutions 
catering to small enterprises. Such small 
business banks in dispeired locations could 
develop close client relationships and also 
be able to link up with informal channels of 
capital and credit. 

Collective agglomerations in similar or 
related products and trades (either of the 
Italian-type or the U3 research park-type) 
has been found to provide external econo¬ 
mies of scale and scqie and to contribute to 
the success of small business. These are akin 
to what were called functiona] industrial 
estates, single trade industrial estates and 
ancillary industrial estates in India in the 
SOs and 60s. In the planning of mini growth 
centres, growth centres and hi-tech industri¬ 
al estates, the advantages of collective ag¬ 
glomeration should be sought to be realised 
in practical terms. 

The trend towards closer and greater rela¬ 
tionships between large enterprises and small 
enterprises is likely to be strengthened. A 
programme is needed to encourage inde- 
pentence of small sub-contractors and re¬ 
duction of exploitation by eliminating or 
removing unfavourable rates of payment. 


delayed payments, etc. Small enterprlaes 
should diemselves organise for this purpose 
and build up countervailing power, with 
government and lepslative support 
Total quality control and zero-defects 
culture should be spread through associa¬ 
tions, trade unions, productivity and mana¬ 
gerial organisations, etc. 

A time-bound programme is needed fer 
disseminating and promoting the use rtf 
computers and modem telecommunicatiou 
in small enterprises. 

An action-oriented research prognmine 
on die flexible manufacturing system and its 
application to siiull-scale entmprises might 
be undertaken by an institution e g, the 
Confederation of Indian Industry (C^, in 
close co-operation with specialist industry 
sector research institutes, e g, in leather, 
mechanical engineering, ceramics, food. etc. 

Howevo' difficult it may be under Indian 
conditions, it should be stressed that the 
beneficial longer-term institutional arrange¬ 
ments for small enterprises lie in ‘bottrm- 
up* organisation of communities of small 
businesses to build up support systems for 
themselves, radier than dependence on larg¬ 
er enterprises or on government agencies 
undertaking ’tq;>-down’ programmes. 
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Where Are the Entrepreneurs? 

What the Data Reveal for Ihmil Nadu 


Padmini Swuninathaii 


While maintairung its position as one of the three leading industrial states of the country, Tamil Nadu has nevertheless 
aver the years lost considerrAle ground and many opportunities. This paper attempts to understand the factors underlying 
tiu loss qf dynamism of Tamil Nadu's industrial economy. 


THE success of the refoim measures initi¬ 
ated in the country since the middle of the 
80s depends to a large extent on the perfor¬ 
mance of the private sector in the economy. 
On the assumption that the entrepreneurial 
ability and capability should get reflected 
indata depicting existingindustriai activity 
and intentions to invest, we have attempted 
aa anamination of such dau. We have con¬ 
fined our examination to the state of Tamil 
Nadu vis-a-vis the western states of 
Maharuhtra and Gujarat. While maintain¬ 
ing its status as one of the three leading 
industrial states of the country. Tamil Nadu 
has. neverthless. over the years, lost con¬ 
siderable ground did opportunities. We 
attribute this largely to a combination of 
two factors; (a) the low risk taking capacity 
of the existing established business houses 
cominned with an inability to diversify into 
new and unchartered areas, and (b) the 
imdiility of the state in Tamil Nadu to create 
an atmosphere conducive to the emergence 
of small and medium entrepreneurs on a 
large scale. 

There is no disputing the fact that Tamil 
Nadu isone among the leading industrialised 
states of the country. Several indicators 
bear this out. Data in terms of share in 
number of factories, number of employees, 
value of output and net value added (for the 
registered manufacturing factory sector) 
show that Tamil Nadu has remained within 
the top four slates (Table 1). The weighty 
impress of such data notwithstanding the 
opinion is widely and frequently expressed 
t^ the pace of industrial growth in the state 
hat slackened considerably in recent years. 

Many look back to the early 60$ when 
industry in the state forged ahead, when 
some large central projects were started and 
the expansion in the private sector was also 
mark^, especially in the automobile and 
auto-ancillary industries. The growth in 
the small-scale sector also started at this 
time together with the clustering of such 
units in and around Madras city and 
Coimbatore. In contrast to the euphoria 
that prevailed then, a psychology of defeat¬ 
ism began to take over since the mid-70s. 
The sluggishness of the industrial growth 
seems to stem from the early 1980s; more 
important, an examination of the industrial 
structure reveals since the late 70s a failure 
to diversify both within broad industry 
groups and away from them. 


This study is an attempt to understand in 
some depth the factors underlying the loss 
of dynamism in the industrial climate cur¬ 
rently characterising the Tamil Nadu in¬ 
dustrial economy. A comparison with 
Gujarat and Maharashtra, particulary, 
shows very starkly at various levels the 
absence of a spirited competitive approach 
to tackling the industrial problems of the 
state. More important, both at the political 
and at the operational level the culture of 
communication, consultation and interac¬ 
tion between the various actors making up 
the dramatis personae of the industnai 
economy of the state (so vital to the dynam¬ 
ic functioning of the economy), has not 


been nurtured—the consequences of which 
the state is now reaping. While an academic 
exercise can draw out the implications of 
such lack of communication ifetween the 
different parties the concrete opera¬ 
tionalisation of such process cannot be 
legislated. Barring certain guidelines de¬ 
lineating very basic ground rules of opera¬ 
tion, a culture of very strong conventions 
and a functioning bureaucracy that is effec¬ 
tive has to be built up, which art the states 
of Maharashtra and Gujarat seem to have 
perfected to the advantage of their econo¬ 
mies. The experience of dynamic growth in 
Maharashtra and Gujarat cannot be reduced 
to just historical and natural advantages but 


Table t: PuiNaPAt Charactfristics or Major States (Rankino) 


Characteristics 


Guiaiat 


Maharashtra 


Tamil Nadu 


1980- 

81 

1985- 

86 

1987- 

88 

1988- 

89 

1980- 

81 

1985- 

86 

1987- 1988- 
88 89 

1980- 

81 

1985- 1987- 
86 88 

1988- 

89 

(l)Noof 

factones 

3 

4 

4 

4 

I 

1 

1 

1 

4 

3 

3 

3 

(2) No of 
employees 

6 

5 

6 

6 

1 

, 

, 

1 

3 

2 

2 

2 

(3) Value of 
output 

2 

2 

2 

2 

1 

I 

1 

1 

3 

3 

3 

3 

(4) Net value 
added 

5 

3 

2 

3 

1 

1 

1 

1 

4 

2 

4 

2 


Source: Basic Slalisiics Relating to the Indian Economy, Vol II; Stales, CMIE, various issues. 


Tabu 2; Distiubution of Pubuc Sector Investirbnt—Gross Block 
(I984-8S to 3I-3-I989) 


(Rs crore) 


States 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

Percent 

Total 

(1988-89) 

Rankin 

1988-89 

Gujarat 

177177 

2400 29 

3197.79 

4205.01 

5071.10 

5.25 

8 

Maharashtra 

7601.81 

8961.26 

10890.46 

13936.23 

16127.06 

16.70 

1 

Tamil Nadu 

2548.86 

2943.45 

3022.09 

4055.14 

4924,90 

5.10 

9 

Total (All-Indta) 47323.27 

56695.30 

68119.18 

82150.16 

96580.52 

100.00 



Source: Covemmem of India, Public Enterprises Survey, Volume I, various years, Bureau of 
Enterpnse, Ministiy of Industry, New Delhi. 


Tabu 3. Scau of Total Investment Envisaged 

(Rs crorel 


States 

Tout Investment 
Envisaoed 


Maior Heads of Investment 


Mining 

Manufac¬ 

turing 

Power 

^Irrigation 

Tmiu- 

pon 


Percent 

Maharashtra 

43609 

11.10 

1309 

30261 

4341 

7697 


Gttjuat 

42882 

10.92 

1458 

22799 

4289 

14336 


Andhra Pradesh 

31316 

7.97 

1299 

20691 

2018 

7308 


Tamil Nadu 

18857 

4.80 

1342 

13516 

3637 

362 

— 

All India 

392713 

100.00 

31680 

212703 

639» 

707S8 

13646 


Smirce: Economic Intelligence Service. Shape cf Things to Come, November 1991, CMIE. Bombay. 
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has a lot to do with the aggressive manner 
in which the state governments in tandem 
with the corporate sector have been able to 
set a pace of continuing growth. 

The ordinal ranking of states given in 
Table 1 cannot however indicate the mag> 
nitude of the gap that separates Tamil Nadu 
from the top state in the order of ranking, 
nor the direction in which this gap is mov¬ 
ing over time, that is, whether at an increas¬ 
ing or decreasing pace. It is important to 
emphasise in this context that, keeping 
pace and/or overtaking the current top 
industrialised state in the country is not 
being advocated as a goal/end in itself, nor 
does this by itself have any virtue. And yet. 
given the present changes in the industrial 
policy of the country, a slowing down/ 
sluggishness in private industrial activity 
in the state is symptomatic of a loss of 
dynamism which is disconcerting and needs 
to be looked into. 

Analysis of the Problem 

The data that we have assembled here 
from several (published) sources give an 
idea of the nature and pattern of industrial 
activity in the three states of Gujarat, 
Maharashtra and Tamil Nadu. The decep¬ 
tiveness of an ordinal ranking (wherein 
Tamil Nadu is shown to have fared quite 
well in terms of certain indicators) be¬ 
comes very apparent when data pertaining 
to specific industry groups are examined. 

Appendix I gives the share of three im¬ 
portant states in the total value of gross 
ouput and net value added in each of 23 
major industry groups. I'he data clearly 


Table 4. Share in Emeruing Large 
Prqiecis (MK3) 

(Investment in each of Rs SOU croie and above) 


Slate 

No of 
Projects 

Project 
(Rs Crore) 

Percent 

to 

All India 

Gujarat 

II 

11267.70 

8.89 

Maharashtra 

12 

16723.00 

13.20 

Tamil Nadu 

5 

6196.00 

4.89 

Andhra Pradesh 8 

135.39.43 

10.69 

All India 

92 

126682.91 

100.00 


Source: Computed from Economic Intelligence 
Service, Sh^e of Things to Come, CMIE, 
November 1991. 


vindicate Maharashtra as the most diversi¬ 
fied and an important contributor to 21 out 
of 23 major industry groups. Tamil Nadu 
is an important corttributor to 10 out of the 
23 industry groups. What is however sig- 
niftcanl from our point of view is the fact 
that Tamil Nadu ranks first in two indus¬ 
trial categories, namely. Cotton Textiles 
and Leather and Leather Products. This 
domination of traditional lines of activity 
with weak performance in other lines of 
activity gets corroborated further when data 
pertaining to changes in net value added 
and value of output are examined for spe¬ 
cific industry groups (Appendix II and III) 
The industry categories in which Tamil 
Nadu has shown an almost consistent in¬ 
crease in net value added and value of 
output between 1979-80 and 1987-88 in¬ 
clude the following: 

(1) Beverages, Tobacco and Tobacco Pro¬ 
ducts (Group 22) 

(2) Cotton Textiles (Group 23) 

(3) Textile Products (Group 26) 

(4) Leather and Leather Products 
(Group 29) 

(5) Non-metallic Mineral Products 
(Group 32) 

(6) Machinery, Machine Tools and Parts 
(Group 3S) 

industrial categories in which Tamil Nadu 
has shown a clear decline in both net 
value added and value of output between 
1979-80 and 1987-88 include; 


(1) Synthetic Fibres (Group 24) 

(2) Chemical and Chemical Products 
(Group 31) 

(3) Transport Equipment and Parts 
(Group 37) 

Industrial categories in which Tamil Nadu 
has shown a decline in net value added but 
a marginal increase in value of output be¬ 
tween 1979-80 and 1987-88 include: 

(1) Paper and Paper Products (Group 28) 

(2) Basic Metals and Alloys (Group 33} 

(3) Metal Products and Pans (Croup 34) 

(4) Electricai Machinery and Parts (Group 36) 
The data also reveal that, while 

Maharashtra' s share (among the three states) 
has come down in many of the industries, 
the industrial base in Maharashtra is still 
quite large and strung with shares exceed¬ 
ing SO per cent in most of the groups. 


TAai.E 7: Percentage Share in Total Finanl-e 
Sanctioned and Uisburseu by All-India 
Financial Inshtutions 


Slates 

Per Cent 

Per Cent 


Sanctioned 

Disbutied 


(Cumulative up to Matth 1990) 

Gujarat 

12.34 

12.53 

Maharashtra 

19 83 

19.66 

Tamil Nadu 

9.28 

9.86 


Note: Ali-India Financial Institutions refer to 
IDBI, IFCI, ICICI, Lie, UTI and GIC. 


Soun e. Computed from Report on Development 
Banking in India. 1989-1990, IDBI, 
Statistical Appendices 


Table 6. Upcoming Proiects, Industry Groupwise and Ownershipwise 

(Rs crore) 



Co-operative 

Government 

ioini 

Private 

Total 

20-21 

24 00 


30.00 

87 39 

141.39 

22 



30.00 

12.00 

42.00 

23-24 




228.05 

228.05 

26 




7.50 

7.50 

28 


.360 00 

1200.00 

25.00 

1585.00 

29 




11.50 

11.50 

30 


625.9.5 

.375.00 

115 25 

1116.20 

31 


1933.05 

2841.27 

.3767.91 

8362.23 

32 



226.25 

61.62 

287.87 

33 


.500.16 

132.00 

114.60 

746.76 

.34 

35 




308.62 

308.62 

.36 



76.65 

12.0.3 

88.68 

37 

24.00 

88.40 

3.527.56 

4911 17 

360.86 

.5112..3.3 

449.26 

13575.06 


Source: Appendix IV 


Table 5: Ownershipwise Distribution of Proiects in Manufacturing 


(Rs crore) 


States 

Co-operative 

Percent 

Government 

Per Cent 

joint 

Percent 

Private 

Percent 

Total 

Per Cent 


Project 


Project 


Project 


Project 


Project 



Cost 


Cost 


Cost 


Cost 


Cost 


Andhra Pradesh 

15.00 

1.26 

9319.57 

14.72 

2244.49 

4.41 

911206 

9.36 

20691.12 

9.73 

Gujarat 

413.51 

34.68 

6730.91 

10.6.3 

4633.93 

9.11 

11020.43 

II 32 

22798.78 

10.72 

Maharashtra 

30.12 

4.20 

2213.20 

3.50 

620.53 

1.22 

27377.56 

28.13 

30261.43 

14.23 

Tamil Nadu 

24.00 

2.01 

3527.56 

5.57 

4911.17 

9.65 

5112 33 

5.25 

13575.06 

6.3). 

Total (All-india) 

1192.19 


63309.02 


50877.11 


97324.42 


212702.74 



Source: Economic iniellifenoe Service, Shape cf Things to Come, November 1991, CMIB, Bombay. 
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Gujarat has grown at the expense of both 
Mi^aruhtra and Tamil Nadu in quite a few 
of the upcoming and growing industries, 
namely. 

Group 34—Metal Products and Parts ex¬ 
cept Machinery and Transport 
Equipment 

Group 31—Chemical and Chemical Pro.- 
ducts 

Group 36—Electrical Machinery and Parts 
Group 33—Basic Metals and Alloys’ 

What comes out clearly from the above 
analysis is that di versiflcation (both within 
uToad industry groups and away from them) 
has not been a strong point of the Tamil 
Nadu industrial structure. Further if one 
examines the industry groups where the 
share of Tamil Nadu has clearly declined, 
particularly, industry groups 24, 31, 36, 
37—these are precisely the industnes where 
large investments are the order of the day ; 
these are also the industnes which spawn 
the growth of many related items thus im¬ 
parting to industrial activity a momentum 
of its own. And these are also the industry 
groups (except industry group 37) where 
Gujarat has entered into direct competition 
with Maharashtra leaving Tamil Nadu far 
behind in the race. 

Over the years the share ot Tamil Nadu 
in total central investment has either 
remained constant or increased only 
marginally (Table 2). It may be argued that 
In rdatively developed sMtes (and Tamil 
Nadu is one of them) one woul^expect a 
decline in central investment with greater 
attention going to the relauvely backward 
states. Hence the low share in central 
investment should not by itself be taken as 
an indicator of declining industrial activi¬ 
ty. What needs to be noted in this context 
is that there has been no change in the 
position of Maharashtra which continues 
to rank first as far as share in total central 
investment is concerned. -The decline in 
central investment by itself would not be a 
cuise for alarm had it been compensated 
by, or were it to be compensated by, 
say, investment in joint sector and/or 
private sector projects in the state. It is to 
an examination of such data that we will 
now turn. 

Investments Envisaged 

(a) It would be interesting to examine the 
projwts coming up in die three stetes against 
the above background. For the analysis 
that follows we have used data compiled by 
the Centre for Monitoring Indian Econo¬ 
my in their document entitled Shape of 
TiUigs to Come. In the first place it needs 
to be noted that the total investment envis¬ 
aged in Tamil Nadu is of the order of Rs 
18,837 crore as compared to Maharashtra’s 
Rs 43.609 crore, Gujarat’s Rs 42,882 crore 


and Andhra Pradesh’s Rs 31,316 crore. 
(Details in Table 3.) 

(b) The lavestment envisaged in the manu¬ 
facturing sector of Tamil Nadu as compared 
to all-India works out to 6.33 per cent which 
is way below Maharashtra and Gujarat, the 
top two in terms of quantum of investment 

(c) Among large projects involving an 
investment of Rs 300 crore and above, 
Tamil Nadu has only 3 projects involving 
an investment of Rs 6,196 crore which 
works out to 4.89 per cent of the total 
investment in such large projects at the all- 
India level (Table 4). 

(d) Of the total investment envisaged in the 
private sector of the country, Tamil Nadu’s 
shareisonly 3 percentagainst Maharashtra’s 
28 percent, Gujarat's 11 percent and Andhra 
Pradesh's 9 per cent (Table 3). 

(e) Appendix IV provides details ot in 
vestment in specific industry groups to¬ 
gether with the parties to the investment 
programme (government, joint sector, pri¬ 
vate sector etc). The data for Tamil Nadu 
has been extracted in Table 3. 

Taking the industry groups 28.31.33,36 and 
37 in which (in terms of net value added) Tamil 
Nadu has shown a clear decline in terms of net 
valueadded, wefindthatonly37.46percentof 
the total investment envisaged in these indus- 
tnes is in the private sector, the rest being in the 
govwnment and joint sector. Given the record 
ofperformanceofboththeselatterorganisations 
there IS nothing very encouraging in the emerg¬ 
ing industnal scenario as far as Tamil Nadu is 
concerned. 

Share in iNsrrnmoNAL Finance 

A further corroboration of the compara¬ 
tively low key level of private and public 
sector industrial activity in Tamil Nadu can 
be had from the sanctions and disburse¬ 
ments made by all-India financial institu¬ 
tions. We present Tables 7 to 10 extracted 
from the dau provided by these institutions. 

Among the financial institutions, IDBI's 
share forms the single largest component in 
each of the states-—more than 30 per cent in 
the case of Gujarat, and Tamil Nadu and 42 
per cent in the case of Maharashtra. A 
break-up of IDBI’s project finance schemes 


statewise and sectorwise reveals Tamil 
Nadu’s low share as compared to Maha¬ 
rashtra and Gujarat, and a particularly dis¬ 
mal picture as far as projects in the private 
sector are concerned (Table 8). 

Mention was made earlier of very few 
large projects (of Rs 300 crore and above) 
emerging on the industrial horizon of Tamil 
Nadu. A similar picture emerges when one 
calculates the average size of projects (pub¬ 
lic, private, joint, etc), financed by IDBI in 
the state. The disparity in the average 
amount of 'assistance sanctioned was par¬ 
ticularly marked in respect of private sector 
projects (Table 10). * 

The data put out by the financial institu¬ 
tions clearly bring out that, recourse to 
institutional finance by industry in Tamil 
Nadu IS at a comparatively low level. This 
in turn would imply that projects conceived 
in Tamil Nadu are by and large being fin¬ 
anced by resources generated from within 
and/or by borrowings elsewhere. This 
phenomenon to a large extent explains why 
the average size of projects coming up in 
Tamil Nadu is not very large as compared 
to Maharashtra and Gujarat. 

A related aspect is the relative under¬ 
development of commercial sophistication 
in Tamil Nadu measured in terms of the 
adoption of the corporate form of business. 
Further, the preference of savers in Tamil 
Nadu—and in the southern region general¬ 
ly—has traditionally favoured non-finan- 
cial assets. This bias has persisted to some 
extent despite the massive branch expan¬ 
sion by banks and the introduction of a wide 
vanety of new savings media. The growth 

Tabu 9- Assistance Sanctioned to 
Manufactuuno Sector by IOBI and IFCI 
(Per cent to All-Indii Manufactunng) 

IDBIAssistance IFCI Assistance 


Steles (I98S-86 up to (1985-86 up to 
March 1990) March 1991) 

Gujarat 14.93 13.26 

Maharashtra 17.65 21.10 

Tamil Nadu 8.91 6.34 


Sources: (1) Computed from Operational 
Statistics, IDBI 1989-90 
(2) Computed from Operational 
Statistics, IFG various volumes 


Tabu 8 ; Proiect Finance Scheme (IDBI) Statbwisb and Sectorwise 
Assistance Sanctioned 
(Percentage Share to All India) 


Public Sector Joint Sector Co-oD Sector ftivaie Sector Totel 
Stetes Project Assis- Project Assis- Project Assis- Project AsiiB- Project Assis- 



Cost 

tance 

Sanc¬ 

tioned 

Cost 

tance 

Sanc¬ 

tioned 

Cost 

tanw 

Sanc¬ 

tioned 

Cost 

otance 

Sanc¬ 

tioned 

Cost 

tance 

Sanc- 

uoned 

Gujarat 

17.13 

11.95 

29.37 

35 20 

13.05 

16.13 

19.44 

11.29 

19.92 

14.93 

Maharashtra 

1.12 

0.81 

2.62 

1.93 

22.59 

29.43 

23.21 

23.34 

18.51 

17.65 

Tamil Nadu 

4.76 

6.65 

10.80 

9 23 

4.50 

6.^ 

6.66 

9.40 

6.78 

8.91 


Saurce: Computed from Openokmal Statistics, 1989-90 IDBI. 



in butK depotttt, for imtance, ii not com* 
mensurrne with the spread of banking or the 
long exposure that a state like Tamil Nadu 
has had to commercial banking For their 
part many industnalists in Tamil Nadu pre¬ 
fer close-holdmg of share capital Thi s ty pe 
of savings and mvesiment psychology plac 
es a very low premium on nsk taking The 
combing effect of all these features is to 
reduce the capital market activity in the 
state to low proportions 

State Promotional Activity 

Underlying and complementing pnvate 
industrial activity in the states of 
Maharashtra and Gujarat is the strong pres¬ 
ence of their respective state governments 
discernible in the scale and magnitude of 
promotional activities undertaken by them 
Thanks to the chairman. State Industries 
Promotion Corporation of Tamil Nadu 
(SIPCOT), we have been able to obtain 
detailed information giving (for SIPCOT 
estates) the number of units in production 
those closed, yet to commence, etc 

Even a casual perusal of the data bnngs 
out very clearly the low stale of activity in 
SIPCOT estates, particularly the meagre 
investment of Rs 35,543 lakh made by 
SlPCOT’s functioning units One cannot 
help asking why a body like SIPCOT, which 
has been in existence for 20 years could not 
have done better in terms of the number of 
units in existence under its aegis and within 
this of the number of units in production 
(Tables 13 (a) and 13 (b) 


Concluding Remarks 

Our data show that, as compared to 
Maharashtra and Gujarat, pnvate invest¬ 
ment forthcoming in Tamil Nadu is low, 
further, we have also seen that, while there 
has been a consolidation and even substan¬ 
tial growth in certain ‘tradittonar lines of 
business, there is not much going into (and 
even less pnvate investment in) ‘modem 
‘growing’ industnes On the other hand, 
the backbone of the Giyarat and Maha¬ 
rashtra economy seem to be their pnvate 
sector In the changing mdustnal scenario 
of the country, with greater emphasis bei ng 
placed on the pnvate sector to spur eco¬ 
nomic growth m the country, this stagna¬ 
tion /sluggish performance of the pnvate 
sector in the state could have severe long¬ 
term implications One indicatpr of this is 
the high unemployment figures that Tamil 
Nadu has, another indicator is the marginal 
increase in pnvate sector employment in 
manutactunng (Ifttisargued,assomehave 
done, that the pnmary aim of industry is not 
to provide employment, then the question 
of how the population of the state/country 
IS to take care of itself still remains) 

Our reading of the situation runs some- 


Tabu 10 PaoiECT Rnancg Scnemb —AvnuaB Sot ot Proisct Cost and 
Assistance Sanctioneo IDBI 


(itsIuM) 

--PablicJeUor_ jgiMSeclor Co op Sector Pnviie Sector T9«*l 
Stales Projeii Assisi Project Assisi Project Assist Project Assist- Project Assist- 
Cosi ance Cost ance Cost ance Cost ance Cost ance 

Sane Sant Sane Sane Sanc- 

_ Honed Honed honed Honed Honed 

Gujaial 7983 il372 7162 ilsl 7756 760 2924 397 3ttt SgT" 

Maharashtra 1041 214 1444 1681 787 188 2709 547 2037 479 

Tamil Nadu 1008 798 2074 585 926 274 794 262 908 295 

All India 2090 590 1971 650 1582 290 1631 781 1701 420 

Note Average Sizes (a) projecltosi assistance sanctioned/No ofprojeeiswi th inKa«-h««-tnrm .<..-ii 
Slate 

= (b) tola] projeci cost assistance sancuoned /total no of projects in each state 
Source Computed from Operoftwui/Sfoftsncr, IDBI 1989-90 


Tabu I I Progress of CIDC and Trends oi Functioninc Units in GIDC Industrial Estatbs 

Years No of Plot No of Total Investment ProducUon Employinent 
Sanctioned Allotted Sheds No of (Rs lakh) (Rs lakh) (No) 
Estates (Cumulauve) Allotted Function 
(in lakh (Cumulative) ing Umts 
sqmis) 


1980 81 

130 

298 59 

6186 

6212 

40903 56 

111879 79 

114291 

1981 82 

179 

373 75 

6870 

7294 

67751 92 

161165 19 

125311 

1982 83 

158 

361 40 

7217 

8781 

10095800 

237492 68 

146477 

1987 84 

156 

403 89 

7799 

9825 

127967 00 

28106600 

178072 

1984 85 

162 

426 46 

8214 

10695 

11306100 

271262 10 

137242 

1985 86 

167 

456 45 

8667 

12122 

13029200 

264023 44 

180050 

1986 87 

171 

339 08 

9351 

I3I87 

142398 00 

289155 44 

198382 

1987-88 

169 

601 97 

9838 

13983 

152403 00 

309003 95 

211348 

1988 89 

173 

624 71 

10407 

16208 

203005 00 

SOI 119 00 

280252 

1989 90* 

174 

654 94 

10707 

18821 

267936 00 

765268 00 

366732 


Note * Estimaied figures 

Source Induttnes in Gujarat (Some SiatiUiLc) Indusines Commissionerate,Oujarai State, 
Ahmedabad 1991 


Table 12 Develofment of Inoustriai Units and Expenditure on Development op 
Industrial Arfas and Estate (MIDC) 

(As on 71 7 1990) 


Names of 

Industrial Areas 

No of 
Units in 
Produc 
Hon 

No of Capital 
Units Invest 
under inent of 
Const Units in 
ruction Produc 
non 
(Rs lakh) 

Annual 
Turn 
over of 
Units in 
Produc 
uoo 

(Rs lakh) 

Toial 
Employ 
ment 
Genera 
ted by 
Units 

Develop¬ 

ment 

Expendi¬ 

ture 

(Rs lakh) 

Admi- 

nuirauve 

Charges 

(Rtlakh) 

Total 

Expendi¬ 

ture 

(Ratakh) 

I Developed parts 









(a) Bombay 









subuiban dt 

268 

II 

11046 

20995 

18195 

128 30 

1548 

14371 

(b) Thane dt 

2983 

204 

89887 

277383 

103238 

2218 74 

263 79 

2482 33 

(c) Raigaddt 

584 

20 

15790 

28290 

12380 

297 26 

35 63 

33289 

(d) Punedt 

1263 

77 

60258 

132593 

75548 

34994 

44 40 

39434 

Total for developed 









parts 

5100 

308 

176577 

459261 

209361 

2994 24 

739 31 

335354 

II Developing parts 









(a) Konkan 









division 

1348 

319 

78402 

118890 

36864 

2038 10 

213 30 

223340 

(bl Nashik division 2232 

477 

42701 

82814 

59770 

1074 53 

11770 

119226 

(c) Pune division 

1517 

444 

21426 

46112 

70312 

1002 44 

10549 

110792 

(d) Aurangabad 









division 

1446 

394 

58720 

124442 

56687 

2131 31 

235 86 

236717' 

(e) Amravah 









division 

664 

98 

9179 

22890 

11487 

591 56 

61 S3 

65309 

(f) Nagpur division 804 

227 

77748 

75777 

24734 

1118 74 

118 12 

123645 

Toul for 








1 

developing parts 

8007 

1915 

247776 

470921 

219414 

7956 29 

854 00 

881029' 

Grand loial 

13107 

2227 

419957 

890182 

428775 

I09S0S3 1213 70 

12163 83 


Simne QovenimenlofMahartahttu,Maharathtra Induunal Development Corporation 28thAnnual 
Rejion 1989 90 
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(rial estates and other industry-related pro 
nxHional activities have managed to ex 
pand the entrepreneurial base of their econ 
omics to encompass especially those not 
belonging to already established business 
groups/houses In the process they have 
also been able to attract entrepreneurs from 
all over The combination of an inherently 


dynamic entrepreneurial class willing to 
assume risks and an aggressive state gov 
ernment tuning its promotional activities to 
tacilitate the setting up of industries has 
imparted considerable dynamism to the 
economies ot Maharashtra and Gujarat 
It would not be wrong to state that in 
contrast to the situation in states such av 


Maharashtra and Gujarat entrepreneurship 
in 1amil Nadu is charactensed by a pro¬ 
nounced timidity There appears to be an 
endemic inability to assume risks and con- 
cci vcol and implement large projects Such 
development on a larger scale that has 
taken place in recent years is insulai and 
inbred with the sam lew business houses 




lAaib 11 ( 1 ) SiAPus 0 

sIPt. 01) Units in V \i irii s Lstaif' 











Number ut Units 



Expenditure 

Total Area 

Saleable 

Area 

Percentage 

Allotted 

Under 

Under 

P«cenlage of 

Prqjecu 

as on 31 3 90 

(Acres) 

Area (Acres) 

Allotted 

of 3 10 4 


Produenon 

ImpleinenU Col 8 to Col 7 


(Rs lakh) 







tion 


(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(7) 

(8) 

(9) 

(10) 


(1) Ramped (1973) 

17 52 

729 78 

390 37 

588 06 

99 61 

133 

77 

6 

57 89 

RHiipedI(l973) 


11398 

113 98 

11398 

100 00 





(2) Hosor 1 (1974) 

207 74 

1235 86 

977 36 

977 56 

100 00 

142 

92 

13 

64 79 

Hosur II (1974) 


456 82 

32682 

1500 

4 59 





^3) Minaniidurai (1980) 

163 41 

49207 

382 20 

198 59 

51 96 

54 

25 

8 

46 30 

(4) Pudukoaai(1982) 

193 20 

41200 

311 49 

18647 

59 86 

SI 

25 

5 

49 02 

(3) Oummidipoondi (1984) 

773 89 

801 38 

61800 

580 49 

93 93 

195 

III 

22 

56 92 

(6) CwkUore(l984) 

41640 

518 79 

453 43 

453 43 

100 00 

58 

15 

9 

15 86 

(7) Tiiltconn(l984) 

379 40 

843 00 

67037 

189 22 

28 23 

36 

6 


16 67 

Total 

2133 36 

5603 66 

4444 26 

3302 80 

74 32 

669 

351 

63 

52 47 


Stmrtt Stale Muftnei Pmmotum Corpuralum o] Tamil Nadu 20th Annua! Report 1990 91 


TAice 11 (b) Status or (SIPCOT) Units in Vasioi s Estatts 


ElUies 


Mantmidurai (1980) 
Citddalore (1984) 

I Timcann(l984) 

' Pwhika(tti(l982) 

^ Ciiiiiiinidipoondi(l984) 
f, Ranipei 1(1973) 
RaM|Ktll(l973) 

: Koiiirl(1974) 

;• H0furll(l974) 

^ Total 


Mnunadmi (1980) 
-(Mdil0R(1984) 
^Tulioann(l984) 
|pWlukoitai(1982) 

{ Oummidipoondi(1984) 
i'Ranipe(I(l973) 
'Ranpet 11 (1973) 

Hour I (1974) 

Hosur 11 (1974) 

Total 


Functioning 


No of 

Project 

Employ¬ 

Units 

Cost 

ment 


(Rs lakh) 

(No) 

17 

1038 5 

1246 

12 

3426 42 

1393 

7 

45850 

624 

22 

99215 

1047 

100 

8489 12 

6505 

61 

5986 63 

5850 

2 

71300 

75 

88 

14438 2 

11775 

309 

35542 52 

28515 


Closed 


Under Construcuon 


No of 

Project 

Employ 

Units 

Cost 

ment 


(Rslakh) 

(No) 

7 

324 30 

276 

14 

852S40 

1028 

9 

25560 

455 

8 

249 20 

214 

25 

5946 32 

1388 

2 

2448 

no 

4 

1107 77 

258 

16 

117600 

716 

1 

4900 

21 

86 

17658 07 

4466 

Taken over by 
THC or SIPCOT 



Cance lled /Stav 


Noot 

Project 

Employ 

Units 

Cost 

ment 


(Rs lakh) 

(No) 


116263 

425 

30 

3049 79 

2655 

1 

000 

0 

1 

11950 

140 

3 

122000 

1250 

44 

5551 92 

4470 

Lockout 



Yet to Contmcnix 


No of 

Project 

Employ 

Units 

Cost 

men! 


(Rs lakh) 

(No) 

19 

778 05 

927 

16 

9029 05 

1221 

12 

475 99 

422 

14 

404 36 

319 

20 

6419 38 

1069 

13 

1215 74 

488 

31 

4247 27 

1941 

27 

196909 

1671 

6 

74 35 

591 

158 

24613 28 

8649 

Sick Unit 

Total 


No of 

Project 

Employ 

No of 

Project 

Employ¬ 

No of 

Project 

Employ 

No of 

Protect Employ 

No of 

Units 

Cost 

ment 

Units 

Cost 

ment 

Units 

Cost 

ment 

Units 

Cost 

ment 

Units 


(Rs lakh) 

(No) 


(Rs lakh) 

(No) 


(Rs lakh) 

(No) 


(Rs lakh) 

(Nj) 


1 

200 

13 


10600 

125 

5 

60 (X) 

168 




53 

1 

181 00 

153 










52 










1 

37 00 

109 

29 










2 

196 82 

148 

46 

9 

633 62 

670 


86 00 

82 




5 

507 75 

489 

190 













77 










10 

379"^8 

547 

49 










8 

353 69 

928 

140 










1 

4190 

17 

II 

II 

816 02 

836 

5 

192 

207 


60 

168 

27 

1516 74 

2238 

647 


^Mliftts (I) Only manufactunng units haye been considered for analysis 
(2) Years in brackets indicate year of inception of the estate 
gSouree SIPCOT 
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Appendix I: Shake op Three Important States in the Cross Output and Value Added of Baoi Major Industry Group 

IKS lakh ) 


Desen prion of 
Industry 

State 

Gross Output 
Actual Pw Cent 

Value Addetj 
Actual Percent 

Food products 

All-India 

2451262 

100.0 

285981 

1000 


Mahaiashtra 

433512 

17.7 

61243 

21.4 


Uttar Pradesh 

3M7I5 

145 

43370 

15.2 


Andhra Pradesh 247427 

10.1 

17719 

6.2 


Total 

1035654 

42.3 

122332 

42.8 

Tobacco products All-India 

347425 

100.0 

89258 

100.0 


Andhra Pradesh 63235 

18.2 

18775 

210 


Maharashtra 

44645 

12.9 

11136 

12.5 


Uttar Pradesh 

43406 

12.5 

13593 

15 2 


Total 

151286 

43.5 

43504 

48.7 

Cotton textiles 

All-India 

989799 

100.0 

177390 

100.0 


Tamil Nadu 

284766 

28 8 

50333 

28 4 


Gujarat 

168669 

17.0 

26692 

151 


Maharashtra 

160577 

16.2 

40634 

22.9 


Toul 

614012 

62.0 

117659 

66.3 

Wool and silk 

All-India 

575110 

100.0 

89941 

100.0 

textiles 

Maharashtra 

160787 

28.0 

27080 

30.1 


Gujarat 

139716 

24.3 

18762 

20.9 


Punjab 

72451 

12.6 

r.:029 

13.4 


Total 

372954 

64.9 

57871 

64.4 

Jute textiles 

All-India 

121316 

100.0 

37875 

100.0 


West Bengal 

98778 

81.4 

31857 

84 1 


Uttar Pradesh 

5274 

4.4 

1168 

3.1 


Bihar 

2075 

1 7 

522 

1.4 


Total 

I06I27 

87 5 

33547 

88.6 

Textile products 

All-India 

250438 

100.0 

48230 

1000 


Maharashtra 

65412 

26.1 

12363 

256 


Delhi 

54321 

21.7 

9322 

19 3 


Tamil Nadu 

38105 

15.2 

8030 

16.7 


Total 

157838 

63.0 

29532 

616 

Wood and wood 

All-India 

81360 

100.0 

14214 

100.0 

products 

Assam 

16752 

20.6 

3588 

25.2 


Karnataka 

7910 

9.7 

649 

4.6 


Maharashtra 

7580 

9.3 

1367 

96 


Total 

32242 

39.6 

5604 

39 4 

Paper and paper 

All-India 

480656 

100.0 

94359 

100.0 

products 

Maharashtra 

86956 

18.1 

19078 

20.2 


Tamil Nadu 

65485 

13.6 

10308 

109 


Uttar Pradesh 

481 IS 

10.0 

7647 

8 3 


Total 

200556 

41.7 

37033 

39 3 

Leather and 

All-India 

173859 

100.0 

21981 

100.0 

leather products 

Tamil Nadu 

86451 

49.7 

10638 

48.4 


Uttar l^adesh 

27814 

16.0 

4235 

19.3 


West Bengal 

18890 

10.9 

444 

2.0 


Total 

133155 

76.6 

15317 

69.7 

Rubber, plastic. 

All-India 

2020411 

100.0 

266200 

1000 

etc. products 

Maharashtra 

448313 

22.2 

71878 

27.0 


Gujarat 

251913 

12.5 

29747 

11.2 


Uttar Pradesh 

197868 

9.8 

5557 

21 


Total 

898094 

44.5 

107182 

40.3 

Chemicals and 

All-India 

2386525 

100.0 

443591 

100.0 

chemical products 

Maharashtra 

648319 

27.2 

141182 

31.8 


Gujarat 

568630 

23.8 

140883 

31.8 


Tamil Nadu 

177911 

7.5 

48138 

10.9 


Total 

1394860 

58.5 

330203 

74.4 

Non-metailic 

All-India 

645923 

100.0 

128456 

100.0 

mineral products 

Madhya Pradesh 98110 

15.2 

12380 

96 


Description of Slue Gross Out put Valw Added 

Industiy Actual Per Cent Actu^ ^rCeni 



Maharashtra 

73073 

II 3 

17424 

13.6 



Andhra Pradesh 

69449 

10 8 

7550 

5.9 



Total 

2406.32 

37 3 

37354 

29.1 

■ 

Basic metals and 

All-India 

2339i;Ki 

1000 

410989 

100.0 


alloys 

Bihar 

415287 

17 6 

134737 

32.8 

1 


Maharashtra 

330141 

140 

44571 

10.8 



Madhya PiKlesh 286718 

12 2 

57481 

14.0 



Total 

1032146 

43 8 

236789 

S7A 

1 

Metal products 

All-India 

405472 

100 0 

98363 

100.0 

t 

and ports 

Maharashtra 

153811 

37.9 

45857 

46.6 

L 


Gujarat 

33497 

8.3 

6661 

6.8 

/ 


Tamil Nadu 

33010 

8.1 

8037 

8.2 



Total 

220318 

54 3 

60555 

61.6 


Machinery and 

All-India 

974808 

100.0 

212293 

100.0 


machine tools 

Maharashtra 

245430 

25.2 

63431 

29.9 



Tamil Nadu 

I69I7I 

17 4 

27227 

12.8 



Gujarat 

115174 

11.8 

21940 

10.3 

1 


Total 

529775 

544 

112598 

53.0 


Electrical 

All-Iiutfa 

1159595 

1000 

265590 

100.0 


machinery 

Maharashtra 

227145 

196 

57592 

21.7 



Andhra Pradesh 

144718 

12.5 

27907 

I0.S 

' 


Karnataka 

136309 

11.8 

37620 

14.2 



Total 

508172 

43 8 

123114 

46.4 


Transport 

All-India 

1107548 

100.0 

233069 

100.0 


equipment 

Maharashtra 

359611 

32 5 

78728 

33.8 



Tamil Nadu 

155360 

14.0 

31744 

13.6 

' 


Haryana 

138446 

12.5 

19837 

S.S 

' 


Total 

653417 

59 0 

130309 

55.9 


Other'industnes 

All-India 

136050 

1000 

34638 

100.0 

» 

a 


Maharashtra 

36594 

26 9 

7680 

22.2 

1 


Gujarat 

17477 

129 

4192 

12.1 



Uttar Pradesh 

17229 

12.7 

3695 

10.7 

k 


Total 

71300 

52 4 

15567 

44.9 


Electriciiy 

AIMnJia 

1604513 

1000 

454277 

100.0 

1 


Maharashtra 

370737 

23 I 

105206 

23.2 



Uttar Pradesh 

222513 

13.9 

90925 

20.0 

i 


Tamil Nadu 

160493 

100 

45491 

10.0 



Total 

753743 

47 0 

241622 

53.2 

i 

Gas and steam 

All-India 

17394 

1000 

-2941 

... 



Maharashtra 

4538 

26 1 

-1314 


t 


Madhya Pradesh 

2909 

167 

-678 

... 

* 


Uttar Pradesh 

2661 

15.3 

33 

... 

i 


Total 

10108 

58.1 

-1959 

... 

• 

Water works 

All-India 

I9I4S 

100.0 

5021 

100.0 


and supply 

Maharashtra 

6875 

35 9 

1515 

30.2 

1 


West Bengal 

2908 

15 2 

464 

9.2 

1 

1 


Uttar Pradesh 

2282 

119 

1221 

24.3 



Total 

12065 

630 

3200 

63.7 


Cold storage 

All-India 

12257 

100.0 

2513 

100.0 

, 


Uttar Pradesh 

4053 

33.1 

770 

30.6 



Maharashtra 

3831 

31.3 

448 

17.8 

1^ 


West Bengal 

2502 

20.4 

819 

32.6 



Total 

10386 

84.7 

2037 

81.1 

I 

Repair services 

All-India 

114885 

100.0 

52191 

100.0 

■ 


Maharashtra 

28156 

24.5 

12404 

23.8 

1 


Tamil Nadu 

17428 

15.2 

7554 

14.5 



Delhi 

12536 

10.9 

6361 

12.2 



Total 

.58120 

506 

26319 

50.4 



Sources; CSO. Animal Suney aflndustnts /WW-SV, Stunouiry Results for Factory Sector. Government of Indta, New Delhi. 


Economic and Political Weekly May 28.1994 


M-69 




Aphnow II: Net Value Added 


(itrfaU) 


_ Per Cent VanEnon* Toal _ Perecnaae Shaw** 

Tamil Nadu MahanflurB Cujatal Tamil Nadu Mahar'Htn Gujani (14-243) TamilNadu Mahanahlm Gujami 
(I) (2) (3) 


Group 20>2I Food noducti 


y im-n 

mi 

II36I 

3448 




24044 

30.09 

47.23 

22.66 

\ 191041 

8922 

3612 

6466 

23.32 

-30.60 

18.69 

21000 

42.49 

26.72 

30.79 

i«tl-l2 

10721 

17149 

7088 

48.18 

30.95 

30.10 

34938 

30.67 

.49.06 

20.28 

I9S2-I3 

13000 

25063 

8680 

79.68 

120.61 

39.32 

46743 

27.81 

33.62 

18.37 

< 191344 

170W 

2646P 

12873 

136.20 

132.90 

136.29 

36422 

30.29 

46.90 

22.82 

19I44S 

19239 

27683 

6810 

163.92 

143.68 

23.00 

53734 

33.80 

31.32 

12.67 

I9S546 

18398 

28983 

10372 

134.29 

133.11 

90.38 

sfm 

31.86 

30.18 

17.96 

1986-87 

236S8 

37524 

10396 

226.99 

230.29 

90.82 

71378 

33.03 

32.42 

14.32 

' 1987-n 

22735 

31683 

14636 

214.24 

178.88 

169.02 

69074 

32.91 

43.87 

' 21.22 




Group 22 Beveiaget, Tobacco ynd Tobacco Productt 





. 1979-80 

389 

3720 

905 




3214 

11.30 

71.33 

17.36 

198041 

802 

4632 

1240 

36.16 

24.32 

37.02 

6674 

12.02 

69140 

18.38 

I98I42 

943 

4183 

1080 

60.10 

12.43 

19.34 

6206 

13.19 

67.40 

17.40 

' 198243 

1461 

3224 

431 

148.03 

40.43 

-50.17 

7136 

20.47 

73.21 

6.32 

' 1983-84 

2336 

6006 

1349 

296.60 

61.43 

49.06 

9691 

24.10 

61.98 

13.92 

198445 

3244 

9318 

1293 

450.76 

133.86 

42.87 

14033 

23.08 

67.72 

9.20 

in3-86 

2236 

7489 

1108 

279.63 

10U2 

22.43 

10833 

20.64 

69.13 

10.23 

198647 

2379 

9838 

1114 

303.90 

164.46 

23.09 

13331 

17.83 

73.80 

8.36 

' 1987-88 

2462 

9220 

1642 

318.00 

147.83 

81.44 

13324 

18.48 

69.20 

12.32 





Group 23 Cotton TexDlet 






: 1979-80 

20291 

37103 

31166 




88360 

22,91 

41.90 

33.19 

• 1980-81 

23222 

33113 

32461 

14.44 

-10.75 

4.16 

88798 

^13 

37.29 

36.36. 

i 1981-82 

19036 

34693 

28313 

-6.09 

-6.50 

-9.15 

82062 

23.22 

42.28 

34.30 

: 198243 

21422 

19831 

30634 

5.57 

-46.30 

-1.71 

71907 

29.79 

27.61 

42.60 

„ 198344 

24820 

27182 

41768 

22.32 

-26.74 

34.02 

93770 

2647 

28.99 

44.34 

: 1984-83 

28269 

27557 

30132 

39.32 

-25.73 

-3.25 

85978 

32.88 

32.05 

33.07 

» I98S-86 

31079 

34782 

30823 

53.17 

-6.26 

-1.09 

96686 

32.14 

33.97 

31.88 

. 1986-87 

34317 

43644 

31491 

70.11 

17.63 

1.04 

109632 

31.48 

39.80 

28.72 

198748 

41864 

31700 

26643 

106.32 

-14.56 

-14.31 

100209 

41.78 

31.63 

26.39 




Group 24 Synthetic Fibre Textiles 






J 1979-80 

1217 

10796 

6111 




18124 

6.71 

39.57 

33.72 

i 198041 

2301 

14494 

6961 

89.07 

34.23 

13.91 

23736 

9.69 

61X}1 

29.30 

i 198142 

1738 

17902 

10221 

44.45 

63.82 

67.26 

29881 

3.88 

59.91 

34.21 

r 1982-83 

1339 

17434 

13204 

26.46 

61.49 

116.07 

32177 

4.78 

34.18 

41.04 

' 198344 

1344 

22773 

14632 

26.87 

110.94 

139.44 

38949 

3.96 

38.47 

37.57 

i 198443 

2146 

26486 

15404 

76.34 

143 33 

152.07 

44036 

4.87 

60.13 

34.98 

L 198346 

2103 

31138 

16368 

72.80 

188.42 

167.84 

49609 

4.24 

62.77 

3Z99 

198647 

1794 

28136 

22006 

47.41 

160.80 

260.10 

31936 

3.43 

34.19 

42.36 

' 198748 

2330 

13797 

20684 

93.10 

120.42 

23847 

46831 

3.02 

30.81 

44.17 

[ 




Group 26 Textile Producu 






1, 1979-80 

870 

3237 

375 




4482 

19.41 

72.22 

8.37 

f' 1980-81 

1018 

3443 

329 

17.01 

6.36 

41.07 

4990 

20.40 

69.00 

10.60 

f 1981-82 

1202 

3423 

733 

38.16 

3.81 

95.47 

5360 

22.43 

63.90 

13.68 

. 1982-83 

1308 

3443 

990 

30.34 

6.36 

164.00 

5741 

22.78 

59.97 

17.24 

'$■ 198344 

1522 

3964 

1348 

74.94 

22.46 

259.47 

6834 

22.27 

58.00 

19.72 

r 1984-85 

1909 

3628 

2569 

119.43 

73.86 

585.07 

10106 

18.89 

33.69 

23.42 

1985^ 

2483 

4982 

2049 

183.63 

33.91 

446.40 

9316 

26.11 

32.35 

21.33 

t 1986-87 

3803 

6371 

1809 

337.36 

96.82 

382.40 

11983 

31.73 

33.16 

13.09 

i 198748 

6523 

7728 

2841 

630.00 

138.74 

657.60 

17094 

38.17 

43.21 

16.62 

f 



Croup 28 Paper and Paper Products 






fc’ 1979-80 

4804 

8139 

2079 




13042 

31.94 

34.24 

13.82 

I 198041 

4947 

10274 

2422 

2.98 

23.92 

16.30 

17643 

28.04 

38.23 

13.73 

1 198142 

6384 

12573 

2351 

32.89 

54.10 

22.70 

21308 

29.68 

38.46 

11.86 

1 1982-83 

5818 

14864 

2322 

21.11 

82.18 

11.69 

23004 

25.29 

64.61 

10.09 

1 1983-84 

7226 

16508 

3148 

30.42 

102.33 

31.42 

26882 

26.88 

61.41 

11.71 

1984-85 

12908 

15703 

3386 

168.69 

92.46 

159.07 

33997 

37.97 

46.19 

15.84 

t 1983-86 

6610 

17375 

3159 

37.39 

112.96 

31.93 

27144 

24.33 

64.01 

11.64 

^ 198647 

II39I 

17772 

4875 

137.11 

117.82 

134.49 

34038 

33.47 

32.21 

14.32 

1987-88 

8709 

21833 

4223 

81.29 

167.62 

103.22 

34769 

25.05 

62.80 

I2.|3 

1 



Group3l CSiemical and Chemical Products 





197940 

13342 

63914 

20388 




97844 

13.64 

63.32 

21.04 

it 1980-81 

14193 

66189 

23453 

6J8 

3.36 

13.93 

103837 

13.67 

63.74 

22.39 

P 198142 

19048 

67901 

31197 

42.77 

6.i4 

SIJ13 

118146 

16.12 

37.47 

26.41 

198243 

22695 

63797 

44976 

70.10 

-0.18 

118.46 

131468 

17.26 

48.33 

34.21 

H I98^84 

23866 

93300 

43424 

93.87 

49.11 

110.92 

164390 

13.72 

57.90 

26.38 


(OmUmttd) 



AmNOix II: Vauji AdoeeI (CantiMot) 


(KtlaU) 



Tamil Nadu 
(1) 

Maharashtra 

(2) 

1 Gujarat 
(3) 

Percent Variation* 

Total 

(1+2+3) 

PeicentaB Shuei* 

Tamil Nadu 

Maharashtra 

Gujarat 

Tamil Nadu 

Mahanshtrs 

Gujarat 

I984-8S 

25289 

81878 

60789 

89.54 

28.11 

195.26 

167956 

15.06 

48.75 

36.19 

I98S-86 

28392 

90387 

71712 

112.80 

41 42 

248 32 

190491 

1490 

47.45 

37.65 

1986-87 

23968 

104411 

83701 

79.64 

63.36 

306.55 

212080 

II 30 

49 23 

39.47 

1987-88 

27687 

116648 

101028 

107.52 

82 51 

390.71 

245363 

11.28 

47.54 

41 17 




Group 32 Non-Metallic Mineral Products 





1979-80 

3583 

4627 

3117 




11327 

3163 

40.85 

27.52 

1980-81 

3985 

5679 

4062 

11.22 

22.74 

30.32 

13726 

29.03 

41 37 

2959 

1981-82 

6103 

7491 

4376 

70.33 

61.90 

40.39 

17970 

33.96 

41 69 

24.35 

1982-83 

10165 

6466 

6475 

183.70 

39 74 

107.73 

23106 

43.99 

27.98 

28.02 

1983-84 

8244 

7276 

7924 

130.09 

57.25 

154.22 

23444 

3516 

31.04 

33.80 

1984-8S 

15335 

15680 

6707 

327.99 

238.88 

115.17 

37722 

40.65 

41.57 

17.78 

1985-86 

12450 

14625 

11086 

247.47 

216.08 

255.66 

38161 

32 62 

38.32 

29.05 

1986-87 

13645 

9412 

8038 

280 83 

103.41 

157.88 

31095 

43 88 

30.27 

25.85 

1987-88 

13622 

12409 

8482 

280.18 

168.19 

172.12 

34513 

39.47 

35.95 

24.58 




Group 33 Basic Metals and Alloys 





1979-80 

4510 

16286 

3184 




23980 

18.81 

67 91 

13.28 

1980-81 

4843 

19857 

3779 

7.38 

21.93 

18.69 

28479 

17.01 

69 73 

13.27 

1981-82 

6118 

20592 

4911 

35.65 

26.44 

54.24 

31621 

19.35 

65.12 

15.53 

1982-83 

5808 

21458 

4364 

28.78 

31.76 

37.06 

31630 

18.36 

67.84 

13.80 

1983-84 

6263 

23348 

6524 

38.87 

43.36 

104.90 

36135 

17 33 

64 61 

18.05 

1984-83 

5302 

24809 

4652 

17.56 

52.33 

46.11 

34763 

15.25 

71.37 

13.38 

1985-86 

7950 

28349 

7783 

76.27 

74.07 

144.44 

44082 

18.03 

64 31 

17.66 

1986-87 

9526 

34221 

8102 

111.22 

no 13 

154.46 

51849 

18 37 

66.00 

15.63 

1987-88 

7619 

3902 

8577 

68.94 

114.31 

169.38 

51098 

14.91 

68.30 

16.79 


Group 34 Metal Products and Parts Except Machineiy and Transport Equipment 



1979-80 

2421 

13735 

1969 




18125 

13.36 

75 78 

10.86 

1980-81 

2855 

14786 

2073 

17.93 

7.65 

5.28 

19714 

14.48 

75.00 

10.52 

1981-82 

3177 

15700 

2226 

31.23 

14.31 

13.05 

21103 

15 05 

74.40 

10.55 

1982-83 

3661 

15077 

2495 

51.22 

9.77 

26.71 

21233 

17.24 

7101 

11.75 

1983-84 

4284 

19811 

2628 

76.95 

44.24 

33.47 

26723 

16.03 

74.13 

9.83 

1984-85 

5311 

9303 

3091 

119.37 

-32 27 

56.98 

17705 

30.00 

52 54 

17.46 

1985-86 

3817 

22221 

4268 

57.66 

61.78 

116.76 

30306 

12.59 

73.32 

14.08 

1986-87 

4493 

22112 

3330 

85.58 

60.99 

69.12 

29935 

1501 

73.87 

11.12 

1987-88 

3974 

27159 

6474 

64.15 

97.74 

228.80 

37607 

10.57 

72.22 

17.21 




Group 35 Machinery. Machine Tools and Parts 





1979-80 

10660 

23064 

6697 




40421 

26.37 

57 06 

16.57 

1980-81 

12043 

29286 

8045 

12.97 

26.98 

20.13 

49274 

24.39 

59.31 

16.29 

1981-82 

16290 

30784 

9211 

52.81 

33.47 

37.54 

56285 

28.94 

54.69 

1636 

1982-83 

18651 

36259 

9825 

74.96 

57.21 

46.71 

64735 

28.81 

56.01 

15.18 

1983-84 

20897 

36315 

12245 

96.03 

57.45 

82.84 

69457 

3009 

52.28 

17.63 

1984-85 

28058 

46516 

13892 

163.21 

101.68 

107.44 

88466 

31 72 

52 58 

15 70 

1985-86 

34328 

45989 

15315 

222.03 

99.40 

128.68 

95632 

35 90 

4809 

16.01 

1986-87 

33272 

50210 

18091 

212.12 

117.’70 

170.14 

101573 

32.76 

4943 

17.81 

'987-88 

36854 

52561 

17192 

245.72 

127.89 

156.71 

106607 

34 57 

49 30 

16.13 




Group 36 Electrical Madunery and Parts 





1979-80 

4109 

16738 

2591 




23438 

17 53 

7141 

11.05 

1980-81 

4930 

22514 

3352 

19.98 

34.51 

29.37 

30796 

16.01 

73 II 

10.88 

1981-82 

5378 

23513 

4317 

30.88 

40.48 

66.62 

33208 

16.19 

70.81 

1300 

1982-83 

6088 

28773 

3520 

48.16 

71.90 

35.85 

38381 

15.86 

7497 

9.17 

1983-84 

7349 

30263 

5111 

78.85 

80.80 

97.26 

42723 

17.20 

70,84 

1196 

1984-85 

7435 

33761 

6362 

80.94 

101.70 

145.54 

47558 

15.63 

7099 

13:38 

1985-86 

8804 

38172 

7931 

114.26 

128.06 

206.10 

54907 

1603 

69.52 

14.44 

1986-87 

10987 

39571 

8811 

167.39 

136.41 

240.06 

59369 

18.51 

66.65 

14.84 

1987-88 

9799 

46228 

15636 

138.48 

176.19 

503.47 

71663 

13 67 

64.51 

21.82 




Group 37 Trimspoft Equipment and Parts 





1979-80 

12816 

19453 

1409 




33678 

38.05 

.57 76 

4 18 

1980-81 

12777 

25257 

1525 

-0.30 

29.84 

8.23 

39559 

32 30 

63.85 

3.86 

1981-82 

19025 

32164 

1535 

48.45 

65.34 

8.94 

52724 

36.08 

61.00 

2.91 

1982-83 

23075 

36715 

1748 

80.05 

88.74 

24.06 

61538 

37 50 

59 66 

2.84 

1983-84 

21048 

47038 

1974 

64.23 

141.80 

40.10 

70060 

30 04 

67 14 

2 82 

1984-85 

23022 

53344 

1901 

79.63 

174.22 

34.92 

78267 

29.41 

68 16 

243 

1985-86 

25952 

53168 

2205 

102.50 

173.32 

56.49 

81325 

31 91 

65 38 

271 

1986-87 

32081 

57837 

1969 

150.32 

197.32 

39.74 

91887 

34 91 

62 94 

2 14 

1987-88 

25156 

64529 

1855 

96.29 

231.72 

31.65 

91.540 

27 48 

70 49 

2o:^ - 


Ato«: * Per oeni variation indkaies the change that has occurred each year hy taking 1979-80 as base. 

** This share is with reference to the ti^ of the three states. 

Source: Annual Survey Industries, Summary Results for Factory Sector, Vol I. various years. 
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* 
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Tamil Nadu Maharashtrai 

(lujorat 

raiiiil Nadu Mah irashtra 

Gu)aral 

1 ! + ’♦ t| 1 mill N idu 

Mahal ashtra 

Ouiii ■■ 


(1) 

(2) 

13) 








1984 85 

141166 

401093 

312(K)7 

111 45 

50 31 

191 69 

854266 

16 52 

46 95 

36 52 

1985-86 

152966 

443843 

359090 

129 13 

66 33 

235 70 

955899 

16 00 

46 43 

37 57 

1986-87 

159690 

537082 

413218 

139 20 

101 27 

286 30 

1109990 

14 39 

48 39 

37 23 

1987-88 

171234 

564184 

500779 

156 49 

III 43 

368 16 

1236197 

13 85 

45 64 

40 51 




Croup 

32 Non Metallic Mineral Products 





1979 80 

17939 

17098 

13613 




48650 

36 87 

35 14 

27 98 

1980 81 

21007 

20801 

17915 

17 10 

21 66 

31 60 

59723 

35 17 

34 83 

3000 

1981-82 

27369 

26857 

21202 

52 57 

57 08 

55 75 

75428 

36 28 

35 61 

28 II 

1982 83 

34504 

26827 

27538 

92 34 

56 90 

102 29 

88869 

38 83 

30 19 

3099 

1983 84 

35380 

29882 

29933 

97 22 

74 77 

119 89 

95195 

37 17 

31 39 

31 44 

1984-85 

54180 

44999 

35379 

202 02 

163 18 

159 89 

134558 

40 27 

33 44 

26 29 

1985 86 

53039 

52606 

43425 

195 66 

207 67 

21900 

149070 

35 58 

35 29 

29 13 

1986-87 

55983 

46669 

44565 

212 07 

172 95 

227 37 

147217 

38 03 

31 70 

30 27 

1987 88 

62324 

58025 

42632 

247 42 

239 37 

213 17 

I62981 

38 24 

35 60 

26 16 




Group 33 Basic Metals and Alloys 






1979 80 

24946 

89090 

22421 




136457 

18 28 

65 29 

16 43 

1980-81 

30325 

114449 

31296 

21 56 

28 46 

39 58 

176070 

17 22 

65 00 

17 77 

1981 82 

43300 

127598 

36816 

73 57 

43 22 

64 20 

207714 

20 85 

61 43 

17 72 

1982 83 

39928 

151694 

40494 

60 06 

70 27 

8061 

232116 

17 20 

65 35 

17 45' 

1983 84 

44384 

143864 

52504 

77 92 

61 48 

134 17 

240752 

1844 

59 76 

21 81 

r9B4 85 

46058 

157041 

51394 

84 63 

76 27 

129 22 

254493 

18 10 

61 71 

20 15 

1985 86 

64892 

188768 

70886 

16013 

III 88 

216 16 

324546 

19 99 

58 16 

21,84 

1986 87 

69581 

237605 

78604 

178 93 

16670 

250 58 

385790 

1804 

61 59 

20 37 

1987 88 

75766 

238646 

83943 

203 72 

167 87 

274 39 

39835^ 

19 02 

59 91 

21 07 



Group 34 Metal 

1 Products and Parts except Machinery and Transport Equipment 




1979 80 

9085 

50432 

9578 




69095 

13 15 

72 99 

13 86 

1980 81 

10830 

55019 

11126 

1921 

9 10 

16 16 

76975 

14 07 

71 48 

14 45 

1981 82 

13101 

61465 

11489 

44 20 

21 88 

19 95 

86055 

15 22 

71 43 

13 3* 

1982 83 

16441 

59775 

15307 

8097 

17 53 

59 81 

91023 

1806 

65 12 

16 82 

1983 84 

15583 

68890 

15474 

71 52 

36 60 

61 56 

99947 

15 59 

68 93 

15 4f 

1984-85 

19634 

20585 

17557 

116 II 

59 18 

83 31 

57776 

33 98 

35 63 

30 35 

1985 86 

19985 

84499 

21066 

11998 

67 55 

119 94 

125550 

15 92 

67 30 

16 71 

1986 87 

21368 

82988 

21859 

135 20 

64 55 

128 22 

126215 

16 93 

65 75 

17 32 

1987 88 

22008 

107344 

29899 

142 25 

112 85 

212 16 

159251 

13 82 

67 41 

I8 77| 




Group 35 Machinery Machine Tools and Pans 





1979 80 

50063 

85994 

28610 




164667 

30 40 

52 22 

17 V 

1980 81 

57901 

112470 

35645 

1566 

30 79 

24 59 

206016 

28 11 

54 59 

17 31 

1981 82 

74647 

120562 

40150 

49 II 

40 20 

40 34 

235359 

31 72 

51 22 

1701 

1982 83 

86346 

144595 

44472 

7247 

68 15 

55 A 

275413 

31 35 

52 50 

16 1' 

1983 84 

86888 

142133 

56667 

73 56 

65 28 

98 07 

285688 

30 41 

49 75 

19 8* 

1984-85 

105528 

181229 

55408 

110 79 

110 75 

93 67 

342165 

30 84 

52 97 


1985-86 

130307 

179154 

64305 

160 29 

108 33 

124 76 

373766 

34 86 

47 93 

17 2r 

1986-87 

147949 

191045 

85884 

195 53 

122 16 

200 19 

424878 

34 82 

44 96 

20 2 

1987-88 

178387 

218942 

92758 

256 33 

154 60 

224 22 

490087 

3640 

44 67 

189' 




Group 36 Flecincal Machinery and Parts 





1979 80 

16009 

69328 

14922 




100259 

15 97 

69 15 

14 8 

1980-81 

20772 

86936 

18455 

29 75 

25 40 

23 68 

126163 

16 46 

68 91 

14 6 

1981 82 

26299 

96110 

22435 

64 28 

38 63 

50 35 

144844 

18 16 

66 35 

15 4 

1982-83 

26070 

110463 

19164 

62 85 

59 33 

28 43 

155697 

16 74 

70 95 

12 3' 

1983-84 

28915 

104638 

23955 

8062 

50 93 

60 53 

157508 

18 36 

66 43 

15 2 

1984-85 

28904 

115914 

30139 

80 55 

67 20 

101 98 

174957 

16 52 

66 25 

172 

1985 86 

36091 

139332 

36577 

125 44 

1(K)98 

145 12 

2I2(XK) 

17 02 

65 72 

17 2 

1986-87 

46454 

157417 

44395 

190 17 

127 06 

'97 51 

248266 

1871 

63 41 

17 8 

1987-88 

53010 

188037 

69497 

231 13 

171 23 

365 74 

310544 

17 07 

60 55 

22 3 


* 


Group 37 Transpon Equipment and Parts 





1979-80 

47865 

78372 

5025 




131262 

36 47 

59 71 

38 

1980-81 

54875 

99227 

5898 

14 65 

26 61 

17 37 

160000 

34 30 

62 02 

3 6, 

1981-82 

73663 

130654 

6474 

53 90 

66 71 

28 84 

210791 

34 95 

61 98 

30 

1982-83 

84270 

157779 

7437 

76 06 

101 32 

48IX) 

249486 

33 78 

63 24 

VrI 

1983-84 

78720 

175083 

8100 

64 46 

123 40 

61 19 

261903 

30 06 

66 85 

30 

1984-85 

81978 

227286 

7970 

71 27 

190 01 

58 61 

317234 

25 84 

71 65 

25 

1985-86 

108992 

200429 

8845 

127 71 

155 74 

76 02 

318266 

34 25 

62 98 

2 7 

1986-87 

123973 

234776 

10468 

159 01 

199 57 

108 32 

369217 

33 58 

63 59 

28 

1987-88 

126704 

271606 

13306 

164 71 

246 56 

164 80 

411616 

30 78 

65 99 

32 


Notes * Per cent vanation indicates the change that has occuned each year by taking 1979 80 as base 
** This shate is with reference to the total of the three states 
Source Annual Survey of Industries Sutnnuiry Results for facuuy Set tor Vol I various years 
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ApreNDix IV: Upcoming Projects—Industry Groupwise and Ownershipwise 




Guiarat 




Maharashtra 



Tamil Nadu 




Co-op- 

Govern- ioim 

Private 

Total 

Co-op- 

Govern- Joint 

Private 

Total 

Co-op- 

Govern- Joint 

Private 

Total 


erativc 

inent 



erative 

ment 



erative 

ment 



'nd 

3fDUp 














»-2l 

35.09 

60.00 

82.08 

177.17 

40.12 



39.00 

79.12 

24.00 

30.00 

87.39 

141.39 

12 



16.78 

16.78 

10.00 



65.20 

75.20 


30.00 

12.00 

42.00 

13-24 

241.17 

340.00 

949.15 

1530.32 




1039.81 

1039.81 



228.05 

228.05 

% 

116.97 


56.67 

173.64 








7.50 

7.50 

» 


592.00 

49.75 

641.75 



400.00 

316.70 

716.70 


360.00 1200.00 

25.00 

1585.00 

!9 



8.00 

8.00 




13.07 

13.07 



11.50 

11.50 

to 


2709.24 236.33 

531.32 

3476.89 


482.73 


669.40 

1152.13 


625.95 375.00 

115.25 

1116.20 

tl 

20.28 

3961.672526.60 

6100.10 12608.65 

1574.47 

200.55 

8782.09 

10557.11 


1953.05 2841.27 

3767.91 

8562.23 

12 


664.00 

515.24 

1179.24 


110.00 


199.70 

309.70 


226.25 

61.62 

287.87 

13 


240.00 

2129.58 

2369.58 




14065.90 

14065.90 


500.16 132.00 

114.60 

• 746.76 

(4 



13.68 

13.68 


10.00 


86.30 

96.30 





IS 



235.84 

235.84 




211.82 

211.82 



308.62 

308.62 

« 


20.00 

305.67 

325.67 


36.00 

20.00 

632.32 

688.32 


76.65 

12.03 

88.68 

17 








1195.00 

1195.00 


88.40 

360.89 

449.26 

4 


15.00 

26.57 

41.57 




61.25 

61.25 





'otol 

4IS.IS 

6730.91 4633.93 1 

11020.43 22798.78 

50.12 2213.20 

620.55 

27377.56 

30261.43 

24.00 

3527.56 4911.17 

5112.33 13575.06 


' htf. Industry codes have been assigned by us using the NIC-70 Code. 

.! '■ource: Computed from Economic Intelligence Service, Shape tif Things to Come, November 1991, CMIE, Bombay. 




.i./oming up with expansion and fresh pro- 
osals. The entrepreneurial base at the 
:vel of medium and large industries is yet 
> expand to include new classes of people. 
Inder such circumstances one would have 
xpected the state to intervene in a more 
< ffective manner. On the contrary the style 
' f hinctioning of the state has, over the 
ears, not only alienated the established 
tisiness classes but, worse, it has deterred 
ie signiflcant emergence of new entrepre- 
ipeurial classes. The textile pfoducts Indus- 
y group and leather pr^ucts industry 
.Croup (where Tamil Nadu ranks first) are 
I'j^iSally small pockets characterised by vi- 
rant entrepreneurial activity with minimal 
"^iput from the state government. 

The tendency to appoint politicians to 
le top positions of state level promotional 
l^jencies has not been in the interest of the 
IS’^ate at all. Further (and It could be a 
bnsequcnce of this phenomenon), the fre- 
lent shifts at the top executive levels has 
evented, among other things, 

(a) continuity/stability in policy, 

(b) strong conventions in modalities of 
nctioning being established, 

(c) innovative measures being tried out 
^use of constant fear of change, and 
|(d) accountability being fixed for non- 
rformance since sufficient period for 

.^ormance was never given. 

^^ithout labouring the point further we 
J3sh to emphasise that, the creation of a 
^^vourable’ climate for industry cannot 
with periodic announcements of in- 
itrial policies bringing in more institu- 
is and/or concessions and subsidies. In 
ise we have not even identified our 
.ic problem to be able to address it. Our 
Jysis has pointed out, hmong other 
. the declim in share (in Net Value 


Added) of Tamil Nadu in quite a few im¬ 
portant industry groups. Assuming the 
validity of our argument the question then 
arises on what basis have 'thrast areas’ in 
subsequent industrial policies'been identi¬ 
fied? Who is to give these industries a 
thnist? and what kind of thrust is being 
contemplated? 

The low key performance of the private 
sector is only one part of the story. What is 
also conspicuous by its absence is a partic¬ 
ular quality of le^ership and a certain 
measure of aggressiveness necessary to 
convert handicaps/disadvantages into op¬ 
portunities. At present the intaraction bet¬ 


ween government and industry is at a very 
superfleial level which does not allow for 
the fruition of any objective since to a large 
extent the bulk of the private sector does 
not seem to talk in one voice and approach 
the government with concrete/operational¬ 
ly feasible proposals. 

[This paper is based on a study sponsored by the 
Madru Chamber of Commerce, Madras, to¬ 
wards the end of 1991. A version of the study 
was presented at a seminar organised by and 
held at the Entrepreneurship Development 
Instituie, Ahmedabad in March 1994. I am 
grateful to the participants at the seminar whose 
comments have helped in bringing out this 
revised version.] 
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New Economic Policy, Workplace and 
Human Development 

Prayag Mehta 

The new economic policy (NEP) is being implemented in the country with the claim to make the Indian industry more 
'competitiveSuch competitiveness has, however, to be obtained in the society and at the workplace where the productive 
energy of the people has to be released for greater innovativeness and creativity. With the growing unemployment in the 
country and the threatened ‘exit' and 'downsizing' which is likely to result under privatisation, the society, as a whole, 
and the workplace, in particular, may have to suffer moral and mental health problems. These would suck into the self¬ 
esteem and self-efficacy of workers and would, thus, directly hit their skills, capability and human development. 


Introduction 

THE new economic policy (NEP) and its 
structural adjustment programme profess to 
make Indian industry mote competitive—both 
domestically and globally, lltere is now 
emphasis on reduction of public sector 
expenditure by disinvestment of government 
share and on shifting public sector from 
being a model employer to a model profit- 
earner. Such a policy is likely to have adverse 
effect on the country's wc^force of some 
306.8 million, i e, 37.8^r cent of the total 
population. SombOO per cent of the workforce 
isengaged in the unotganised sector and only 
less than 10 per cent in the organised sector. 
Two-third of it, i e, 18.96 million of the 
organised workforce of about 26.75 million 
persons, was employed with the public sector 
and the rest, i e, 7.69 million persons with the 
private sector.' 

The policy of deregulation, liberalisation 
and disinvestment of public sector share is 
likely to result in its privatisation. The social 
dimensions of the public sector policy arc 
being diluted and much more weightage is 
being given to the profit criterion in 
memorandum of understanding (MoU) 
between the administrative ministry and the 
given public sector enterprise. This implies 
to banking and insurance industry as 
various committees have suggested their 
restructuring.^ The public sector employees 
including officers and managers, are, 
therefore, naturally agitated as they apprehend 
loss of job seoirity and retrenchment at their 
workplace as a result of these new macro- 
economic policies.' 

The apprehensions of the orgiuiised sector 
employees have to be viewed in the larger 
context of growing unemployment in the 
country. As is well known. ^ growth in 
population in urban areas, for example, 
between 1983and 1987-88 was I8.7percent 
whereas the growth in employment was only 
16.1 percent. In rural areas, the correspond¬ 
ing figures were 7.4 per cent and 4.2 per cent 
during the .same period. Thus, the growth rate 
in employment has beat decreasing for the 


last several years. The rate of self-employ¬ 
ment has declined in rural areas and increased 
in urban areas with increase in casual labour 
in both urban and rural areas. Growth of 
employment in the organised sector account¬ 
ed for only 8 per cent showing decline in 
employment in this sector. The gap between 
the growth in economy and the growth rate in 
employment has thus been widening for the 
last several years.' 

In addition to the widespread unemploy¬ 
ment, insecurity in the organised sector has 
been reinforced as managers have been 
consciously minimising the number of 
regular workers and replacing them by non- 
regular workers on low wages. Despite legal 
protection, the companies have found ways 
to shut down by using various methods such 
as precipitating strikes and/or lock-outs, 
stopping supply of water or power and even 
repayment of bank loans, thus forcing the 
plant to close down.' In such a context, it is 
quite understandable that, the workers and 
even otficers and managers, in both public 
and private sector, feel greatly concerned 
with the NEP. Such a macro-economic 
situation and the micro-level apprehensions 
are likely to have profound impact on the 
workplace. 

It appears somewhat contradictory to talk 
of human resource development at the work¬ 
place under such a situation. As the NEP and 
the externally imposed conditionalities are 
being implemented (in India and several 
other countries) there has been during the 
same time, an increasing stress on human 
development, which has been stimulated 
by the recent UNDP Human Development 
Reports.* Public Action and wider societal 
participation arc the core of human develop¬ 
ment, which are adversely affected by socio¬ 
economic conditions, particularly when 
proper state interventions are lacking.' 

In this paper, we take a bnef look at the 
implications of the NEP for work, function¬ 
ing of the workplace, quality of work-life and 
mental health of woirkas and others and 
examine whether the new policy would re¬ 
lease creativity and innovativeness for com¬ 
petitive excellence, as is being claimed. 


n 

Work, Mental Health and 
Quality of Life 

There has been a long tradition of research 
on job-satisfaction at workplace in western 
countries and also in India. Indian studies 
have highlighted the importance of objective 
economic factors like salary, living condi¬ 
tions and job security and subjective factors 
like sense of .satisfaction with such socio¬ 
economic factors. Conversely, employees in , 
relatively lower income group with lower job ‘ 
security and those who perceived their income , 
and economic conditions as not satisfacloiy 
showed low satisfaction in life and at worit.", 

t 

Work and Mental Health 

Satisfaction at workplace has long been > 
assdciated with some impcHtant symptoms of i 
mental health. Feelings of helplessness, with¬ 
drawal from and alienation at work and sense 
of petisimism among assembly-line workers 
have been found to be associated with lack of 
influence over future course of their lives. In ■ 
craft like industries, such as jninting, where 
the workers still had high degree of personal 
control over their work having highly 
internalised standards of workmanship—the|i 
workers showed higher degree of self-esteens 
and self-worth. Such workers also showed) 
greater interest in social and political institu¬ 
tions of the community.* ( 

Thus, the long accumulated experience' 
shows that the work environment in industry 
where worker can use only few abilities and, 
exercise little or no control over his worki 
may result in decreasing sense of self 
efficacy and initiative. Such cumulativi 
effect over a period of time mpy influeno' 
employee’s view of themselves, their sef 
esteem, satisfaction in life and indeed th' 
meaning of work.'* ’ 

f 

Several .studies including some longitudim^ 
studies of work satisfaction have reveale, 

It as one of the strongest predictors 
longevity." The second-best predictor wij 
the overall happiness. These two socid, 
psychological measures predicted longevi^ 
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I ttcrlhinihcratin^bv iphvsKi in I lin).’s 
di clopoil 11 h( uorkpljLC md w i. u'il 

II work situ ition thuictore ciiiciti-d i in 
im(M)ftdnt III dsuri. of hcdltii and su kniss' 
Job MtistaitK'n low sillisttcm oLcupa 
tional s rcs& rapid change in empio) ment 
incorvgru'ty between job st itiis ind othii 
aspects 01 life suih as high educational 
atuinment but low job satisfaction lack of 
stability seeiinty and support in the job 
environment have been identified as high 
nsk factors in this eonncetion 

Htus, as Kornhau/er pointed out long 
ago, “persistent failure anil frustration bring 
lowered self esteem and dissatisfaction with 
life often accompanied by anxiety, social 
alienation and withdrawal, in narrowing of 
goals and curtailing aspirations—in short 
poor mental health’ *' 

WORKPl ACP PARnCIPATION 
InDUSIRIAI D1M(XRA(Y 

The foregoing discussions suggest a very 
important relationship between democracy 
in society and democracy at work Liberal 
social thoughts propounded in 19th and 
early 20th centunes have contributed to the 
concept of industrial dcmcKiacy f ollowing 
which. It was suggested that trade unions 
nxild work as co managers of industry It 
was fuither suggested that democrac y should 
lie applied to workshop where the woikers 
Muld elect and control their m.inagers insofar 
is production process was concerned 
Such liberal thoughts were however 
{really resisted by the entrenched vested 
nterests As a result, participative approach 
tnd democratic management have continued 
t> come under fire from them Work 
lemocracy is hardest to reconcile with 
Ixploitative practices" 

The economic enses of 1970s and 1980s 
4 western countries particularly in the US 
iging profile of labour lorce ind new 
^lo-political values stimulated the concept 
industrial democracy and denuKracy at 
’4e workplace Workers resistance of man 
*^enal control vanous participatoiy move 
Kents like women movements student move 
^«nts,etc, had heightened the c onsciousness 
'^democraiisation at the workplace Litcra 
''le, national and international seminars and 
'inferences—all contributed to dramatic 
l^rgc for workers participation increasing 
^nsciousness for better work environment 
't safety and health and for general well 
^*ing of the workers These created the 
^rareness that change was required at the 
^rkplace and not in workers ' 

Hn India, there has been persistent talk 
-^t people s parttctpaiion in development 
' d workers participation in management 
*e Second Five Year Plan recommended 
* mtioduction of workers participation 
lyi involvement lor Ihc purposeful im 
^mentation of the plan It was visualised 
t such a meisurc would help promote 
iductivity tor the general benctit of the 
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emp'oyccs as well the community md for 
satisfying the workers’ desire for sclf- 
expression leading to belter industrial reia 
tions and increased co operation 
The idea of workers participation in 
management has indeed a chequered history 
in India beginning with the introduction 
of statutory Works Committee under the 
Industnal Disputes Act, 1947 A survey 
showed that in 1968, Joint Management 
Councils (JMC) were functioning only in 
131 out of about 18,000 enterprises in the 
country " ’The National Commission on 
Labour also found that there was not much 
support for the institution of Works Commit¬ 
tees or JMC Among other causes, the failure 
of such forums was due to lack of interest and 
opposition of the employers 
Such disappointing experience probably 
led to the Article 43A of the Constitution 
making workers' participation as one of the 
directive principles of the state policy 
Subsequently a bill for this purpose was 
introduced in the parliament in 1990, which 
IS still pending ^ With the role of state being 
diluted under the new policy and private 
enterpnses and employers getting the upper 
hand under pnvatisation, the fate of the bill 
and of workers’ participation in decision 
making at the workplace can very well be 
imagined 

Quai ity of Work-Liii 

Studies of job satisfaction andjob-design 
led to movement for quality of work life in 
western countnes and also in India Such a 
movement was spurred by studies which 
identified certain important charactcnstics ot 
work organisation which tend to lower the 
quality of life Such factors include single 
job design and fragmentation of job tofu man 
in simple division ot work, supervisors 
keeping a watch over men glued to single 
job tendency (o enforce compliance by 
various methods including manipulation and 
cocicion and job tragmentation in order to 
reduce cost of training and skill upgradation 
In such a work situation man becomes an 
extension of machine 
Mental health aspects of work, particularly 
Us negative laclors and the importance ot 
quality of work life in promoting human 
development gave fillip to social planning at 
theenterpnse level It is widely believed that 
an enterpnse should at least serve two main 
purposes (i) it should produce goods and 
services in most ellicient and economic 
ways and (ti) it should provide meaningful 
work situation to its employees for their 
pei sonal growth and self-fulfilment "These 
social and work values gave further boost 
to the movement for workers’ participa¬ 
tion industrial democracy and quality of 
work life 

TTie new economic policy, by its over¬ 
emphasis on pnvatisation and profits and 
under-play of the role of state, has moved 
away from siKial development goals Such a 


radical shift is likely to undermine the social 
objectives of work and the movement for 
qualiis of work life with deletenous conse- 
quenc cs as the case studies bnefly discussed 
I'l Section V suggest for the workplace as 
well as human development 

m 

Self-Action, Motivation 
and Empowerment 

People’s involvement in initiatirg self 
action and their participation in such projects 
facilitate their human development by 
releasing their morale and motivation In 
such autonomous situations, people take 
initiative for obtaining literacy, voluntary 
prohibition, wells and irrigation, primary 
education, vocational training, social and 
political awareness and for fighting against 
moneylenders and corrupt public officials " 
Review of several such participatory projects 
in several countnes shows that people are not 
only able to improve their skills and access to 
productive resources but they also succeed in 
enhancing dignity and status oftheirlaboui’ ^ 
fhey, thus, move away from being pawns in 
the hands of their superiors and dominators 
to becoming actors in improving and manag 
ing their lives " 

PARTiriPATION AND EMPOWERMENT 

Self action and participation at the 
workplace, like self-action in socio economic 
programmes, release their productive energy 
andempowerthem Analysisofdisempower- 
ing conditions and managers’ enabling 
strategies for enhancing workers’ self-efficacy 
enhance the process of their empowerment “ 

1 lowevcr it is not just sharing of information 
and consultation, but active participation 
and self action, which accelerate workers’ 
motivation and empowerment These, i e, 
participation and empowerment, in turn are 
essential ingredients of human development 
Thus, analysis of conditions leading to 
powcriessness implementation of suitable 
managenal strategies information shanng 
with subordinates for enhancing their self- 
efficacy, providing subordinates with 
empowering experience such as strengthening 
their personal efficacy, and activisation of 
behaviours like initiative and persistence for 
accomplishing basic objectives enhance 
workers' (and also managers*)empowerment 
Both objective and subjective conditions 
interact at the workplace in promoting such a 
development and the people's well-being 
and quality of life 

Success experience at cltailenging jobs, 
enable people to stretch, develop their skills 
and prepare them lor complex tasks Such 
learning promotes a sense of self-confidence 
It also helps them in acquinng a positive self- 
image Such capability development is the 
core of human development As people (at 
workplace) and in civic matters participate, 
gain success experience, enhance personal 



•nd social efficacy and acquire new skilK 
They also learn a new sense of hopefulness 

CoLLBcnvE Action 

There are now several examples in India 
where employees have taken collective 
initiative in order to solve problems such as 
industnal sickness For instance in one sick 
plant engaged in manufacture of engineering 
equipment, the management was unwilling 
to restore the sick factory while the workers 
were keen to begin production The workers 
then took the initiative and prepared an action 
plan to achieve a growth rate of 10 per cent 
They succeeded in putting the plant in proper 
operauon and in getting profit in the first year 
of Its operation itself 
Some studies of public sector in our 
country show that workers, particularly 
skilled workers, as well as some managers 
have a need for social achievement oriented 
influence, which motivates collective action 
in them " Such needs aic also icllectcd in the 
workers’ takeoveroi sick plants and people s 
self-action tor development as mentioned 
above They feel challenged and motivated 
to act on the environment tor social achieve 
ment Such tasks facilitate the release of then 
‘collective creativity’ ” 

Such psychological needs lorcu operation 
collecU ve action and soc lal ac hies ement could 
be usefully activated for obtaining readiness 
tor public good, better quality ol life for 'he 
society, for environment protection and 
sustainable development and tor raising 
productivity tor the benefit ol all Acting in 
collaboration with each other beyond the 
state’s reach’ as Fnedmann has argued, ‘they 
can work forcollectivc self improvement’ " 
Learning to work together with each other 
rather than against each other, is not just 
important for productivity at the workplace 
In fact. It IS “one of the essential elements for 
survival of human civilisation it is essential 
that people develop “greater sense of co¬ 
operation, of community, ability to worit 
together for the common good, not simply 
for persoiud aggrandisement" 

An increasing body of empincal as well as 
theoretical research thus, shows that, though 
common people possess adequate internal 
resources for obtaining good life tor them¬ 
selves as well as for the society, this is vitiated 
by cut-diroat competiuon As discussed in 
Section V, profit grabbing corporations, high- 
powered advertising, unbridled consumer¬ 
ism and vanous other such institutions tend 
to vibate the natural human tendency to help 
each other for«;hievingacommon cause and 
such other social goals 
Structural conditions that fail to meet such 
needs of co-operation and sharing also create 
pathologies at the workplaceSuch viola- 
uon of basic needs raises important ethical 
questions about retardation of human 
potential and promotion of stress and illness 
at dm woik|rface ** Some of the motivational 
theories did not work at the workplace 


because they tended to under estimate the 
seriousness ut this social problem Some ol 
the management techniques in this respect 
tend to incicMsc hostility and inditterenic 
and disrupt work group solidarities Some 
such elforts arc based on simple pleasure 
pain and input output calculations '' In sir h 
a situation workers tend to ask wh.il is in it 
for me They tend to lose their sense ol 
community and become more and mote iruli 
vidualistic Competitive attitudes ol m mag 
ers and supervisors create a situation ol—one 
against all- resulting in a sell perpeiti iiing 
cycle of suspicion blaming and reprisal ' 
Such an individualistic and hostile situ i 
tion at the workplace in combination with 
all—pervading aggressive and utopian id 
vcrtising and the consequent consumei ism- 
encourage self aggrandisement populist 
hedonism and compulsive accumulation 
Under such profit seeking, competitive and 
individualistic situation as obtaining in 
some developed countnes as discussed below 
(Section V) .ind now being perused in oui 
country under the NFP people lose Ihcir 
ability and re.idincss lor collective solution 
ol common problems and sensibility for the 
idea of common cause and public interest 
ag iinst private gain 


IV 

Behavioural Tendencies in 
Industrial Sector 

Any group ol people be it in economic 
political scKial or business sector tend to 
devclopccitaincharactensticsandtcndencics 
over a penod of time There are certain 
historical determinants ol such behaviours 
Our industry particularly some traditional 
business houses, show some such tendencies 
which are reflected in their day-to day 
business bch.Tviour The NEP will have to 
reckon with them some of which might be 
further strengthened/reinfoaed by it with 
serious consequences for functioning of the 
workplace 

Hie new economic policy’s functioning 
on the ground, therefore, has to be understood 
in the perspective of such behavioural 
tendencies observed in our industnal sector 
Some such noticeable charactenstics are 
bnefly desenbed below* 

Tendencies to Safeguard Private tunds 
and Spend Public Money The internal 
resource generation among the private 
companies themselves has been small and 
assistance from the public financial 
institutions and capital m^et has been quite 
heavy The tendency is to safeguard their 
own money and spend the public funds Tins 
IS reflected in increasing sickness in small 
industry sector It is estimated that bank 
fundsamountingtoRs2,141 crorehave been 
locked in 2,40,370 small-scale sick units 
Case studies of industrial sickness as 
processed and settled by the Board tor 
Industrial and Financial Reconstruction 


tBIFk) (ill end of 199! corroborate such a 
tcndcniN Out ol 472 such case studies, as 
m.iiiv is’VicasesnlsiLknesswcrccdUScdby ^ 
nils III in igi mcni Thisini.lud(ddivcrsionof > 
workinec.ipital loolhtrpro|ccls purchaseof 
dtkiiis Hiiipinviii dilibcr.itc dishonesty 
ind 1 1 iiid 

hm Ri\k liikiny, liiduslnalisis/business 
hiiusL u nd to sick m iximuni profits in the 
sliorii'si {Rissiblc time Such a tendency is 
shown In iIkii t igirncss to tie up with f 
foreign III iiitif Rturefs in order to dominate 
the ni irket under conditions of low volume 
detniiid While prolii making is desirable 
lor luiuii growth and development of indus¬ 
try it seems to have beeome a value in itself 
When profit becomes end in itself means 
hirdly miller" 

There ire various ways of maximising 
prof Its It could he obtained by speculation or 
by ii tde or bv manulacture The latter is a 
risky enteipnse where gestation period is 
longer miigni is low and profit depends 
upon the tui tun er The enterprise of manu- 
taeture the refore requires long term perspec¬ 
tive propicr planning readiness Jo t^e 
modcrak risk f ntrcpreneursbiprcallyliesin 
floating such cnterpnscs where creativity 
and innoviti vciie'ss'’ are required and there i 
profit IS only an evidence of success and 
achicveiiwni * Shortterm perspective,* 
hungc I lor quick piot its and inability to cope 
with the vast money power of the MNCs and 
their aggressive instinct to take over the local > 
companies dust our industry to cither sell or 
become lunior partneis In this sense, the 
liberalisation policy to allow multinationals | 
to acquire 31 per tent share reinforces the | 
tendency for trading among the Indian 
companies Sue h a situation suits the multi¬ 
national corporations They not only get a > 
ready market but reputed companies tO' 
market their goods in the country Such a 
tendency has far-reaching implications forf 
the future industrial growth in the country 

Negatne Image of Labour The industry H 
tends to look upon labour and labour laws 
merely as cost components bereft of anythingl 
else There is a lack of human angle in this 
respect They have a negative imageof labouri 
as uneducated unskilled, unmotivated for'^ 
work tend, therefore, good for nothing ** As 
a result, they tend to think of retrenchment as, 
almost the first option for cutting costs, etc i 

Low Regard for Research and Develop- 
ment The R and D efforts in Indian industry 
have been very meagre There is hardly any 
R and D infrastructure in the private sector ' 
TTic country has only some R and D stiucture' 
as sponsored by the government which alsot 
IS now facing funds crunch There have been' 
cases w here I he government has di scouraged'* 
indigenously created supenor technology by ^ 
giving preference to foreign muItinationiJ 
corporations The industry is now being 
asked to compete without much infrastnic-* 
turc ** For example, the R and D budget of 
one mencan car manufacturer was more 
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than the entire turnover of Indian auto 
industry. What kind of competitive R and 
D facilities can be set up when the turnover 
of the entire Indian industry is less than 
R and D budget of one major international 
player. 

Ilie Indian industry has also not been 
anticipating technological change. It has 
shown low initiative in this regard. It has 
been more reactive and less pro>active. 
Research and technology developmenChow- 
ever, need an initiatory process.^ 

Maiupulative Rather than Competitive and 
Innovative: Ours has been a mixMi economy 
where both, public and private sectors had 
important roles. (The seeks to change 
this pattern in favour of private sector.) 
However, the private sector has been mostly 
negative of the public sector. Instead of co¬ 
operating with it in the interest of the country 
and for common cause, the private sector has 
tried to paint the public sector as only black 
and evil.” On the other hand, the private 
sector’s own accountability for the invesung 
public, customers, workers, society and even 
for the company itself has been rather low.” 
Such a negative attitude has prevented the 
industry to develop healthy competition 
for excellence. Instead, such attitudes have 
fuelled manipulativeness (and corruption) 
resulting in lack of imiper achievement ethos 
in the country. 

Low Pride in Indian Products: The de¬ 
pendence on foreign technology and charm 
of foreign goods is also reflected in the 
tendency to advertise and sell the Indian 
products in the name of foreign collabora¬ 
tion. For example, shaving blades are ad¬ 
vertised for Swedish technology, shoes are 
advertised as made with Italian know-how 
or pressure-cookers with American tech¬ 
nology. Such a tendency percolates to the 
market where the consumers also consider 
Indian goods as of poorquality unless these 
are manufactured with foreign collabora¬ 
tion and know-how. Foreign brand names, 
thus, gain additional prestige. As a result, 
there is a lack of pnde for the Indian products 
iwith adverse socio-economic consequences 
for the country. This tendency is likely to 
be further strengthened in face of the finan¬ 
cial and market power of the MNCs. 

I Need to Understand Tendencies: There is 
a need to understand the behavioural charac- 
Steristics of industry, and to identify historical 
land structural antecedents which shape such 
'behaviours. This is all the more important 
now when the industry is being deregulated 
tand liberalised with primacy being given to 
khe market forces. The moot question is 
•whether the NEP would weaken the above 
kerxlencies or reinforce and further strengthen 
khem. Such behavioural tendencies interact- 
ling with the macro-economic changes would 
^ve great beanng on work and the work- 
^ace with far-reaching social and political 
implications. Some of these are briefly 
discussed in the following section. 


Liberalisation, Downsizing 
and Demoralisation 

Competitive work organisations tend to 
release the energy of their members as long as 
they compete for creative work methods and 
innovative products. However, when they 
compete for making only quick profits, they 
create depressing, aggressive and hostile wo^ 
climate between and within organisations. 
They tend to be driven by coercive practices 
without humarc consideration. Macro-eco¬ 
nomic and organisational conditions dunng 
I98()s and early 199()s in the US and Great 
Britain provide interesting case studies in 
this connection from which we can leam a lot. 

Rightsizing, ‘Restructuring’ and 
‘Downsizing’ were the corporate slogans iii 
the 1980s and 1990s in the US. “America 
has been driven by a single-minded mission 
to gut itself of ‘excess workers’. It was 
supposed to be the fastest and easiest way to 
cut business cost, be more competitive and 
raise profits’’... “There is mounting evidence 
that such a labour policy is back firing. Stud¬ 
ies now show that a number of companies 
that trimmed their workforces not only failed 
to see a rebound in earnings but found their 
ability to compete eroded further".” Such 
companies were blaming their over-staffed 
workforce for bringing down profits. “But 
that’s not the real problem” as reported by a 
research institute”.” “These companies lost 
out competitively because they did not change 
their products”. One of the obvious effects of 
downsizing was that the employees, who 
survived, were forced to work longer and 
harder. In February 1993, the manufacturing 
work week in the US stretched to 41.5 
hours—the longest in 27 years. As Baumohl 
remarked “the resulting increase in stress 
leads to discontent, lowers creativity and 
undermines corporate loyalty”.” A study by 
the American Management Association in 
1992showed, of more than 5(X) firms surveyed 
that had cut Jobs since 1987,morethan7Sper 
cent reported that employee morale had 
collapsed. ‘Two-thirds of the companies 
showed no increase in efficiency at ^1 and 
less than half saw any improvements in 
profits.” However, as a result of 
downsizing, solid middle class jobs have 
disappeared in record numbers and are being 
replaced by low wage jobs. Many of these 
jobs earn wages which are below the official 
poverty line.” 

A commentator recently reported that 
“Britain this winter is sunk in doubtand debt, 
gloom and drift. A country beguiled not long 
ago by Margaret Thatcher’s vision of an 
"enterprise culture seems to be a post- 
industrial Slough of Despond”.” Some of 
the socio-psychologtcal effects of the 
'Thatcherite economic policy can be briefly 
summarised as follows: (i) The unemploy¬ 
ment rate in 1993 was about 11 per cent with 
nearly three million people out of work. 


Several industries including banks and other 
business have shedded thousands of jobs, 
(li) A depressing loss of idealism has invaded 
the society. The student rooms at universities 
of Otford and Cambndge and London suburbs 
also have been hit by such loss of idealism. 
This has left Britons greatly aggrieved 
because they have long chenshed such 
national institutions and a common culture, 
(iii) The permanently jobless youth have 
taken to crimes and vandalism. Some of them 
do not feel any pinch of conscience in steal¬ 
ing several times a day. (iv) The Thatcher 
government had overfuelled the boom phe¬ 
nomenon. In fact, it had corroded t|)e society 
with ‘grab-the-money ethic’, (v) Values of 
public good and common purpose have been 
greatly damaged by ideological attack on 
tiicm dunng 1980s. This has resulted in a 
general moral decay. (vi)Gainsof productiv¬ 
ity in the Bntish industry have been achieved 
largely by sacrificing jobs rather than by 
boosting output through innovative work.” 

The general moral and social decay and 
the new ethic of grabbing money and making 
fast profit has affected the workplace. Public 
opinion suiveys have revealed that nearly 
SO per cent of the working Britons would 
like to emigrate as many of them apprehend 
that Britain would become a worse country 
to live in.*“ 

Work and Poutical PARxiapATioN— ^Dien 
AND Now 

Years ago, Almond and Verba found that, 
“The belief in one’s competence was a key 
political attitude. The seifconfident citizen 
appear to be the democratic citizen. Not only 
does he think he can participate, he thinks 
others ought to participate as well”.*' They 
found 67 per cent of the American sample 
showing some sense of political efficacy. 
Two in every three US citizen, therefore, 
thought that they could influence national 
and local government decisions.** In this 
respect, they found participation at the local 
government level and “opportunities to 
participate in decisions at one’s place of 
work” of crucial significance for develop¬ 
ment of sense of political efficacy. Such 
participation provides a training ground 
to foster a sense of competence, that, 
then, spreads to the national level. They 
further found, “the structure of authority 
at the workplace is probably the most 
significant and salient structure of that kind 
which the average man finds himself in 
daily contact”.** 

Some 30 years later, the Markle 
Commission found that tjhe American dtizen 
was now not a full and active participant in 
theelectoral process.** Their findii^ created 
an apprehension about the Amoican pditical 
system.‘They found that, “public indifference, 
lack of knowledge and political apathy are all 
time high”.** The commission further staled 
that theelectioncampaigns tended to irivialise 
the political process which strongly 
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cmtributed to conviction that “politics is a 
cynical unsavoury business”.** 

Consequences of downsizing and 
restructuring by cutting jobs as mentioned 
above and a large number of studies of 
workplace and industrial democracy 
obtaining in the US provide some answer to 
the weakening of political culture there.*’ A 
review of such studies some years ago found 
autonomy at the workplace as the key variable 
in work satisfaction. Reviewing more than 
100 studies, the task force came to the 
conclusion that, “What workers want most is 
to become masters of their immediate 
environments and to feel that their work and 
they themselves are important—the twin 
inpedients of self-esteem”.** Interestingly, 
such studies further revealed that, for the 
society, quality of jobs will be greatly 
beneficial in avoiding some of the large costs 
now bang incurred. They are the cost of such 
job-related pathologies such as political 
alienation, violent aggression against others, 
alcoholism and drug abuse, mental depression 
and assortment of physical illness, inadequate 
performance in the school and a large number 
of welfare families than there need be.*** 

It was found that, “those workers with jobs 
that measure high on variety, autonomy and 
use of skills were found to be low on measures 
of political and personal alienation.™ The 
best independent predictors of work alien¬ 
ation were: hierarchical work organisation 
with little discretion in pace and schedule; a 
blocked and chaotic career; and a stage in the 
life cycle that put “squeeze” on the worker.” 
They also found evidence of increasing 
dissatisfaction with jobs and increasing 
discontent among the middle managers, that 
tended to spread throughout the organisation." 

A striking evidence of work, political and 
personal alienation was provided recently by 
a survey of adult literacy in America. The 
survey showed that roughly90milli(nri Amer¬ 
icans over age 16 years—almost half of the 
total population in this category—ore, as far 
as most workplaces are concerned, basically 
unfit for employment. The worst news flrom 
the survey was when asked if they could read 
or vrrite well, 71 pa cent of those in the 
bottom grade said ‘yes’. Most of them do not 
know that they do not know." The survey 
clearly showed inadequate school perfor¬ 
mance, accumulated over years. 

Thus, unda- the impact of Reaganomics 
during 1980s and early 1990s^as mentioned 
above, the American woik culture and social 
life werefurtiier dissipated, resultingingreater 
work as well as prditical alienation ^ apathy. 

Socio-economic and cultural impact of 
growing unemployment and the tendency of 
industry to ‘downsize’, i e, retrench peo|de 
and shot jobs, are common features in 
England and die US. One of the striking 
lessons for us in India is thitt shedding jobs 
does not hdp productivity. On the other 
hand, tinse who are left behind at the work- 
plaoe get tense and demoralised. They lose 


thdr work commitmou and become low- 
risk-taking and less innovative. Growing 
unemployment and social unrest release 
divisive, manipulative and immoral forces in 
the society which affect the social life includ¬ 
ing education and the workplace negatively. 
Thus, privatisation and liberalisation which 
the new economic policy is stressing as new 
'mantras' may achieve just the opposite of 
‘competitiveness’. It may demoralise the 
society and seriously damage the very core of 
the cherished values of co-operation, shar¬ 
ing, savings, long-term perspective, chal¬ 
lenge and risk-taking, creative problem 
solving and innovativeness which are essen¬ 
tial for achieving competitive excellence. 

VI 

Policy of Self-Reiiance: Challenge of 
Excellence at Workplace 

Experience from other countries, includ¬ 
ing (feveloped industrialised countries like 
the US and Great Britain, thus suggests that, 
liberalisation, deregulation and pnvatisation 
may release socially and morally disruptive 
forces in the country. These may promote 
grab-the-money ethic, driving people to seek 
personal interest by hook or by crook without 
caring for common cause. Unbridled con¬ 
sumerism being ruthlessly promoted by 
MNCs, on one hand, and unsatisfied needs 
on the other, could breed and accelerate 
crimes and create explosive social unrest 
Under such a economic dispensation, social 
sector of education, health, skill formation, 
public sanitation, etc, are likely to get a 
setback. Such a scenario tirerefore would not 
be conducive to enriching the workplace and 
to enhancing the rate of human development 
in the country. 

Competition for excellence and quality 
involves organisation, capability and concern 
for achievement In other w(»ds, it hugely 
depends on our own resources rather than 
borrowed money and impoited technology. 
Such a competitive sprit requires readiness 
to take risk for achievement, initiative, sense 
of independence, sense of self-esteem, sense 
of vigilance and anticipation, readiness to 
give and take help, pride in one’s own 
product and productive, social and personal 
action. Fkirther, a democratic woric-design is 
required to release and actualise such needs 
and potential at the workplace." 

The goal of national self-reliance and 
national pride have thepotential for releasing 
strong motivation for excellence and for 
competing for quality and success at the 
wori^ace. We have plenty of such experience 
in the country where scientists, engineers and 
skilled manpower social activists and others 
have achieved great success in highly com¬ 
petitive situations." This is best illustrated 
by achievements in the fields of nuclear 
energy and space application. For various 
commercial and political reasons, the coun¬ 
try was denied access to foreign technology 
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and know-how in these fields. This wa 
obviously done to prevent India from com; 
peting with the advanced western countrfe 
particularly the US. Our deferKe and nuclea 
scientists converted this situation into achal 
tenge which released their innovativenes 
and creativity. They have been able toachiev 
remarkable success as indicated by launch 
ing of Pnthvi and Agni. This technology wa 
developed with foresight, planning an' 
organisational skills. The defence establisir 
ment was transformed into an institute c 
higher performance and quality to functio' 
with missionaiy zeal.'* 

Such competitiveness has to be developej 
on the basis of a sound orgamsationai cultut, 
of excellence, collaboration and co-operf 
tion, where there is readiness to invest eneig 
and resources with long-term perspectiv 
and mission orientation. As discussed abovii 
the new economic policy is not likely i 
release national pnde and mission-oriattf. 
tion. On the contrary, it would creMe powen 
ful social contradictions and further wide, 
and divide the society into handful of rid 
clues and large masses of poor people. ' 

Technouxjy may FuACMEirr Work | 

In the US, technology is rqilacing skilled 
labour for reasons like efficiency, compet 
tiveness, etc. As a result, workers are bdti| 
deskilled and labourisdowngraded."This 
being done by a design in order to cut costar, 
achieve what has been described as ‘joUei! 
growth’." Such use of hi-tech follows ' 
modem version of Taylorism" where woi 
is fragmented and workers are hired accoit 
ing to the simple task. Such breaking up l 
work demands low skills and workers g. 
paid accordingly.** Technology is thusbeif' 
used to downgr^e the qudity of wotic and I 
prevent workers from getting organise' 
Workers thereby lose control to machin* 
and systems and become powerless at i/> 
workplace. Such a manufacturing syste 
transforms the very concept of work and ll< 
nature of workplace, wberb there is a ve 
little scope for work, what to talk of creati vi 
and competition, for the workers. ' 

We have a long tradition of plural thinkii| 
in our cultural heritage. Glc^isation at 
aggressive marketing of goods, services a 
communication seek to impose sameness ^ 
taste, values and thinking.” This, in tufj 
would impose unitary frame of reference 
the woricplace. Conflict of points of view a 
divergence of opinion hdp in promoti' 
reflective intelligence among the member^ 
Thus, varying points of view play an imp*! 
tant functional role at the workplace 
fostering a culture of tolerance and erttit' 
examination. 1 

The movement for restructuring the wq' 
place for better quality of work life and 
provide greater job satisfaction would d' 
be directly hit by the new economic poli'' 
Downsizing which is a very important cor' 
late of privatisation would we^en self-e 

mV 



cy. selt-esteem sense nl so opeiJtion and 
ncern ior social achicvi mem and cxsel 
ICC among large body ol workers Such a 
enano would, therefore downgrade phys 
il and mental health ot the people both 
tong those who are likely to be retrenched 
d also among those who would survive at 
! workplace 

Work IS inextricably bound with human 
istence It is necessary lor self-dcvclop- 
:nt as well as development of society 
mtent and context of work should there 
-e promote rather than damage human dig- 
y Every human being has a right of access 
and use of resources of nature—common 
tperty ot humanity Histoncal expcncnce 
nfirms the pnonty ot labour over capital 
Itch IS acquired through work in order that 
nay serve work in future Workers there 
t have certain nghts including the nght to 
irk whose content and context including 
t supenor-subordinate relationship, do nut 
at employees as an ‘instrument’ ot produc 
n but accord to them their due rights as 
mary efficient cause of prixluction with 
! right and duty to take such initiative 
uch one would,ifone were self-employed 
State and industry have, thus, social re- 
)nsibility to provide adequate work and 
iper work design and organisation There 
t need, therefore, to cntically analyse NEP 
Jthe industnal policy to see whether such 
ictices would promote productive 
Itaviour, higher job satisfaction, overall 
provement of work life and whether these 
I consistent with the dignity ol employees 
human beings and morality ot work Blind 
t unconcerned implementation of the new 
licies, simply because some international 
iding agencies and multinational corpora- 
ns want it, could decelerate human devel- 
nent and play havoc with the workplace, 
kistry and the society as a whole 


Notes 

For some basic statistics see CMIE (1942) 
For proposed reforms in banking and finan- 
:Cial system, see Government of India (1991) 
jfor reforms in insurance sector see Govern 
menl of India (1994) 

.The apprehended pnsatisation of banking 
hnd insurance sector has led to widespread 
Idisconienl among the employees including 
officen and managers These issues have 
^Nought together all the major trade unions 
irrespective of their political affiliation to 
ijnotest against a common cause privatisation 
financial sector About IS lakh employees 
W reported to have gone on one day stnke on 
\pnl8. 19^ (The Tunes of India New Delhi 
Apnl6and9 1994) 

4^ details see report on Economy and 
i^mploymeni A Growing Concern' IheFio 
I vwiK rimes. New Delhi September W 1991 
details see Satyanarayan (1992) 

Ihe United Nauons Development Pi ograminc 
'TINDP) have been publishing Human Develop 
kni Reports and Human Development Index 
11DI) for various countries m the world The 
s Dl IS based on life expectancy at birth adult 
leracy mean years of schooling educational 
tainment real GDP per capita and adjusted 


ic.il GDP per capita India ranked 144 in 174 
couiilrits See UNDP(I994) alsosceUNDP 
(l9V0UmlllV92) 

7 UNDP (1991 21 22) 

H For example sec Ganguli (I9S4) 
Vecraraghavan (1960) Lahin (196S) Mehta 
(197K) 

9 In a classical study Blauner found that the 
ruutinised automobile work environment and 
this assembly plant contnbuted little to the 
individual s self esteem The workers there 
showed cynical attitude towards authonly 
and the institutional system The pnnting 
industry was however different .See Blauner 
(1964 166 7K) also sec Gartman (1979) fur 
the impact of assembly tine and controls on 
skill and capability development of workers 

10 There is a substantial body of research in 
behavioural science on the impact ol such 
organisational factors on the individual See 
forexample Argyns(l964.1974) Mortimer 
(1979) Gecas and Seff (1987) and for 
review ot related studies see Gecas (1989) 
tor review ot Indian studies, see Rao (1978) 

11 For an important study of longevity sec 
Patmore (1969) and for review of related 
studies see O Toole (1973 76 78) 

12 Ibid 79 

14 In a well known study Komhauzhar (I9(i5) 
found that 40 per cent of the 407 auto workers 
had some symptoms of menial health prob 
lem The key correlation was between mental 
health and job sausfaction Komhauzhar's 
quotation is taken from O'Toole (1974 84) 
also see Schwalbe (1986) for psychological 
consequences of alienated labour 

14 See Cole s classic paper on this subject 
(1914 64) 

14 Many years ago UNESCO hod sponsored a 
pro|ect on application of behavioural research 
to promoting participatoiy approaches and 
democratic management It was found that 
employers given to exploitative practices 
found It difficult to reconcile with 
democratisation at workplace See Likert and 
Hayes (1947) 

16 For review of such social movemenls and 
collective efforts promoting the need for 
dcmocrausation at workplace and a push for 
such democratisation dunng that penod from 
youth in the US. see O’Toole (1974 43 40) 

17 Government of India (19S6) 

18 ForfunctioningofJoiiitCouncil$,seeareportby 
Government of Indue Labour Bureau (197Sa) 

19 This commission appointed by the govetii 
inent of India reviewed the functioning of 
workers' participation in Indian industry 
(along with other issues on labour relations) 
See Government of India (1969) 

20 Funcuoningof wotkers' paiticipaUon in India 
has been entiqued from time to tune at various 
national seminars Expenence of non-func- 
ttoning of various government schemes led to 
the inUoduction of PaiticipaUon of Workers 
in Management Bill (No XXVIil) of 1990 in 
parliament This bill followed Article 43A of 
■he Constitution making workers’ paiticipa 
lion as one of ihe directive principles of the 
slate policy Article 43A reads as follows 

44A Panicipation of Worken in Manage 
ment of Industries—The State shall take steps 
by suitable legislation or any other way to 
secure the participation of workers in man 
ageineni of undertakings establishments or 
other organisations engaged in any industry’ 
Fordeiailsofihe Bill of 1990andolherrelated 
papers see NLLA (1990) Also of histoncal 
importance are other government schemes of 
workers' participation, see Government of 
India (1974 1977 1983) 


21 Several studies are available on movement for 
quality oi work life and woik redesign in 
wc-siem countries For example see Herbsi 
(1962) Blumbeig(l968).Em^aiidThorsrud 
(1970) Thorsrud (1972), Herbst (1974) 
O Toole (1974), NFTU LO (1975) Several 
Indian studies are also avMlable Sm forex 
ample Rice (1948) De (1984). Dayal (1977). 
Kanawati et al (1981) Some of these are 
discussed in Mehta (1^2) 

22 For review of such negative factors which 
tend to retard quality of life, see O’Toole 
(1974 94 97) 

24 For increasing importance of social goals, 
other than economic goals in economic 
activities and al workplace, see EEC (1975), 
IRG (1981) It has b^ argued that ‘human 
flounshing needs proper social conditions 
See Radin(l987) 

24 fhree dimensions of human development 
rt late In capability, longevity and educational 
attainment Capabilityofacquinngknowledge 
and of participating in Ihe life of community 
depends on access to resources needed for 
decent standard of living State mtervenuons 
can make all ihe difference in accelerating the 
rate of human development irrespective of 
income status of community For discussion 
and data see UNDP (1994 9 20) 

24 For discussion of such case studies invoNing 
people s self action for social achTevement 
goals see Mehia (1994) 

26 For review of such participatory projects 
enhancing dignity and status of labour m 
several poorcommumties, see Rehmanf 1987) 
Wiganaraja (1989) 

27 Considerable expenence exist in India where 
collective action on the part of the poor have 
helped them to acquire positive self image 
and actor role for themselves Sec Mehta 
(1984 1994) 

28 For review of research on empowerment 
process al Ihe work place, and for techniques 
of promoting such empowerment, see Conger 
and Kanungo (1989) 

29 For discussion of the role of participation and 
empowetment in accelerating the rale of human 
development see UNDP (1994 21) 

40 See Conger and Kanungo (1988) and Mehta 
(1994a) 

41 For capability development, see Sen (1990) 
and for discussion of objective and subjecbve 
conditions in inculcation of sense of helpless 
ness and hopefulness, see Selingman (1975), 
Zimmernuin (1990) and Wallerstein (1993) 

32 Forthissuccessstoiy,seeSnmvas(l989) For 
review of some similar projects where work¬ 
ers have taken over sick plants, see report by 
Snniwosan et al (1992) 

44 For elaboration of the concepts of needs for 
social achievement and influence and for rel¬ 
evant findings, see Mehta (1994a) 

44 For discussion of creativity in organisation, 
see Khandwalla(1984 30-32) 

35 Fnedmann(1992 70) 

36 Bowen el aid979 115) 

37 For review of reseatch on need for co-opera¬ 
tion and other related needs and their func 
ttoning at the workplace, and for pathologies 
when slnictural conditions fail to meet such 
needs, see Turner (1988) ‘Also see Mead 
(1944/1964) for his concept on ‘social 
behaviourism’ and Baldwin (1986) for dis¬ 
cussion of Mead's theory of co-operation 

48 Fordiscttssionofethicalquesuons concerning 
alienation and empowerment at the work 
place see Kanungo (1992) 

49 Fordiscussionofissuesconcerningnon-func- 
lioning of motivalion theories at the work¬ 
place see Fitzgerald (1986) 
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40 Rir Mne cmplried evidence of iuch self- 
peipcnuting cycle, see a case stu^ of coal 
indqs^ in (i994a) 

41 For diKussion of issues concerning public 
interest at against pi vale gain under capitalist 
economy, see Bell (1976). 

42 For data on citing sickness in small-scale 
indut^, tee a report by Saxena (1991). 

43 For discussion of case studies of industrial 
sickness as processed byBIFR.seeNarayanan 
(1994). A study in 1979 revealed that 
mismanagement including diversion of funds 
accounted for S2 per cent of this malady while 
labour trouble accounted for only 2 per cent. 
See Hemld Review (198.^). 

44 For discussion of such tendencies in Indian 
industry, tee Vyasulu (1993). Sau notes in this 
connection (1994:938) that, "our corporate 
sector had demonstrated a pofound fancy for 
speculation. Public sector enterprises have 
not lagged bdiind in this respect". 

45 Entrepreneurshiphasbeendefinedasacteative 
response and innovation. For discussion of 
such concepts, see Schumpeter (1947). 

46 Psychological dimensions of entrepreneu¬ 
rship and need for achievement suggest that 
the real motive-force in development is the 
concern to impove and expand rather than 
the concern to make profits. The term profit 
suggests that the motive is tied with a 
particular econoipic system, i e, capitalism, 
whereas it operates as well in a communist 
or socialist state. For elaboration and 
discussion, see McClelland (1961); also see 
McClelland and Winter (1969:9-15). 

47 For discussion of trading and moneylending 
backgrouitd of big industrialists in India, see 
Chaudhary (1975:140-43). 

48 FbrdUcussionofsuchnegativeimagesanmng 
the public sector managen, see Mehta (1977, 
1994a) and for attimdes of private sector and 
approach of Federation of Iisdian Chambers of 
Commerce and Industry (FICCI) and 
Associated Chambers of Commerce and 
Iitdustry of India (ASSOCHAM) toward 
labour, see news-analysis by King^k Nag 
(1994). They think, without deployment of 
labour, productivity caiuiot be raised. 

49 FordiKussionofhowcompedtive indigenous 
state of art technology was undermined by 
seekers of imponed technology and by state 
interventions iafavourof inqxntof lechmlogy 
as against ftilly con^etiti ve Indian technology, 
see Ram Chandnn (1991). 

50 PordiKustionofissuescoiiceniingtecimology 
developntent and R and D in India, see areport 
by Raote (1992). Competitive advantage 
requires firms working in related areas of 
technology and industrial culture that invests 
in R and D constantly, for discussion, see 
Porter (1990). 

51 The private sector industry is desperate for 
privatisation of the public sector undertdc- 
ings. They thirdc without privatisation, units 
like steel and petrrdeum cannot be effidem. 
See Nag (1994). Such criticism and negative 
attitudes ignore the fact that Steel Authority of 
India (SAIL), Oil and Natural Ou Cotiunis- 
sion (ONOQ and National Thermal Power 
Corponiion (NTPC) showed record profits 
and Ugh efficiency during 1993-94. For re- 
poris see 77he TIiiim (if/iidia. New Delhi, April 
2,6and8,1994respectively for performance 
of dtese companies. 

52 SeeNanyanancipcff.Thegreatsecutityscam 
of1991-92 reflet lack of accountability on 
the part of various sectors in the industry to the 
fanesliag public and 10 their own companies, 
see vaiioaa npoftt on softies, transactions 
ofhanirs, nibw Wnitirlil mstitutions [Reserve 


Bank of India 1993] attd on irregularities in 
securities and banking transactions, see report 
of iheJoiniPaiiiainentaryCointtBtleellPC IW3]. 

53 For downsizing in American firms, sec, report 
by Bauroohl (1993:46). 

54 Remarks by Gerald Celente of the Trends 
Researdi Institute quoted in Baumohl (ibid:46) 

55 Bauinohl(ibtd;46). 

56 American Management Association .Study 
(1992) quoted in Baumohl (ibid:46) 

57 For unemployment scenano in the US and Its 
social consequences, see Deinbo and 
Morehouse (1992). 

58 SeeareportbyWalsh(l993;16)onworsen¬ 
ing social-economic conditions in Bntnin. 

59 Summarised from Walsh (ibid) 

60 Ibid: 17 

61 Fora cross-cultural study of sense of political 
efficacy and civic behaviour, see Almond and 
Verba (1963). The quotation is from page 257. 

62 For discussion of comparative data on sense 
of political efficacy, see ibid' 186-87 

63 Ibid:363. 

64 Markle Foundation, based in New York, had 
set up acommission to study the role of media 
in functioning of electorate in the US. The 
central findings of the Markle Commission 
(1990) were very different from the findings 
of Almond and Verba (1963). 

65 Ibid:9. 

66 Ibid:23. 

67 For detailed findings regarding the function¬ 
ing of workplace in America, see O’Toole 
(1973). This was a report of a special task 
force appointed by the secretary, US, depart¬ 
ment of health, education and welfare to re¬ 
view various .aspects of work-alienation and 
workplace in the US. This is a comprehensive 
review based on hundreds of studies from ail 
over the country 

68 Ibid:13 

69 Ibid:28. 

70 Ibid:3l. 

71 lbid:3l. 

72 Ibid:40-41. 

73 EducationTestingService.Princetonwascom- 
missioned by tiie US department of health, 
education and welfare to investigate the status 
of adult literacy in the US. For details see BTS 
(1993) as summarised in The Tines Maga¬ 
zine, ^ptember 20,1993. 

74 FOr discussion of behavioural categories of 
social achievement motivation and of 
organisational dimensions of democratic 
workplace see Mehia (1994a). 

75 For a study of these important political and 
scientific developments, see Chengoppa (1994) 

76 For the study of this remarkable ttschnological 
and organisational breakthrough, see 
Chengappa (1994a). 

77 For a commentary on deskilling of workers 
under the impact of hi-tech at work-place in 
the US. see Srinivas (1992). 

78 Fordiscussionanddaiaonjoblessgrowthand 
its impact on human development, see UNDP 
(1993:3-6). 

79 Early in this century. Taylor proposed the 
work design of one-man-one-job bared on the 
fragmratation of cotiqilex tasks into simpler 
jobs and called it ‘scientific management’. 
This helped managements to acmalise the 
workers’ potential to work into output through 
a system of hierarchical supervision. Sec 
Taylor (1911). 

80 Hie emplayment situation in the US has been 
deteriorating for the last few years. For a 
report, see Dembo and Morehouse (1992). 

81 Fwaninsi^itfuldiscussioaofthisphenomenon 
, aM other reiaiBd events and their implications, 

See Kb^ (1993:22-23 and other pages). 
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82 For discussion of the importance of itiutalist; 
ideology at the workplace, see Fox (1973) and 
for its impact on development of mind andj 
intelligence, see Kohn and Schooler (1983)!' 
Schwaive (1986) Also see classical suidiesi 
un development of intelligence in children,.' 
see Piaget (19.54; 1957) 

83 For discussion of cihical imperatives 0 ^ 

aliention and empowerment at the workpiaco, 
sec Kanungo(l992) ] 
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Assessing Finns’ Capabilities: Theory and 

Measurement 

A Study of Indian Pharmaceutical Industry 

Sumit K Majumdar 

Vus paper has two objectives. First, the author describes an empirical approach to the assessment of intra-firm capabilities. 
Firms can acquire and configure resources. These are key building-blocks of firms' strategy as assumed in the emerging 
resource or capability-based view of .Urategic behaviour and performance analysis. However, the way resources are utilised 
are theprincipcU causes affirms' success in attaining economic outcome.^. While the process of resource utilisation is invisible, 
the use of data envelopment analysis (DEA) highlights firms' ‘revealed’ success in resource utilisation and co-ordination of 
activities, and DEA is described in detail Second, empiriced analyses of the capabilities and performance patterns of a group 


of firms in the Indian pharmaceutical ii 

I 

Introduction 

THE assessment of performance, and why 
firms might differ in performance, is one of 
the central issues in strategic management 
research. Performance differences arise be¬ 
cause Anns may have strategically positioned 
themselves in product markets, and arc thus 
able to exploit the bencAts of niche exploita¬ 
tion and high market share. By their choicc.s 
as to which industries to participate in, which 
strategic groups to belong to, and what ge¬ 
neric strategies to adopt [Porter 1980], Anns 
can be protected by the barriers to entry and 
mobility that exist, and which define their 
strategic domains. This is the positioning 
view of strategy. 

Concomitantly, Arms are also conceptua¬ 
lised as bundles of key resources and cap¬ 
abilities, [Penrose 1959]. They possess hete¬ 
rogeneous skills which enable them to ac¬ 
quire, configure and utilise resources. Such 
skills give them idiosyncratic advantages 
which are often non-imitabie. Such non- 
imitability arises because skills are not only 
Arm speciAc and, therefore, idiosyncratic, 
but are also tacit. It is these tacit skills which 
raise barriers to imitation, and this is the 
primary argument from a competency or 
capabilities-based view of strategy. 

There are three reasons to how idiosyn¬ 
cratic advantages can arise. Firms may have 
the ability to successAilly acquire key re¬ 
sources by superior factor-market strategies, 
and then conAgure these resources intounique 
organisational forms [Prahalad and Hamel 
19%]. However, the acquisition and con- 
Aguration of resources, while not instantly 
imitable, is certainly imitable by other Arms 
after a short lag. Then, strategic advantages 
arising out of such skills may be transient. 
Banienloimitationatisingoutof such causes 
can afford only short-term protection. The 
key reason why Arms may develop long¬ 
term successful barriers to imiution is be¬ 
cause of their co-ordination capabilities. 


lustry are carried out. 

The co-ordination capabilities Arms pos¬ 
sess is one of the central reasons why sustain¬ 
able strategic performance differences arise 
among Arms. However, co-ordination capa¬ 
bility measurement is not an easy task. To 
understand if there truly are differences in 
co-ordination capabilities within Arms is 
one of the Arst analytical tasks in contem¬ 
porary strategic performance research. It is 
a ftrst-order usk; only thereafter can second- 
order explanations of why strategic perfor¬ 
mance diAerences exist among Arms be at¬ 
tempted. 

In this paper I illustrate the use of a 
recent technique called data envelopment 
analysis (DEA) which enables comparative 
co-ordination capability assessment to be 
carried out among a group of Arms. Such 
analysis helps in understanding both the 
magnitude of strategic performance differ¬ 
ences among Arms, and why these differ¬ 
ences arise. I use a sample ofnine Arms from 
the Indian pharmaceutical industry to em¬ 
pirically illustrate the technique, and I carry 
out two analyses. First, I compute the Arm- 
level performance measure for these Arms 
for the year 1990 only to illustrate the use of 
DEA. Second,! compute performance mea¬ 
sures of these Arms for four time periods: 
1987,1988,1989 and 1990to assess whether 
there are timewise differences in their cap¬ 
abilities. 

II 

Why Co-Ordination Capabilities 
Matter? 

I brieAy comment on why co-ordination 
capabilities matter to Arms. Firms posse.ss 
resources, material and intangible, which 
ate utilised to undertake discrete activities, 
as Potter (1991) has suggested. Resource 
utilisation leads to their transformation in 
complex ways, which then creates value 
addition. The transformation takes place 
through linkages between various activities. 
How linkages between various activities 


are formed, how inter-dependencies are 
identified and exploited, and how these 
bring uniqueness and determinateness to a 
Arm’s operations is what co-ordination 
entails. Co-ordination is the principal intra- 
Arm capability that generates successAd 
outcomes, and it is the critical higher-order 
translation of lower-order routines, whereby 
activities arc converted into nuy or outcomes. 

A key issue is, what is being co-ordinated? 
('irms are composed of bundles of resources. 
These resources are not only physical re¬ 
sources, but human resources which come 
together in a socially-complex way. The 
social-complexity of these resources arises 
because human beings own their labour and 
volunteer it>towards firms’ activities. 
Becau.se human beings diAer so widely in 
skills and abilities, there is cause-and-eAect 
ambiguity in how socially-complex intan¬ 
gible resources, particularly human resources, 
interact with physical resources. The orche- 
.stration of this interaction process is what 
co-ordination entails. Hie components of 
the co-ordination process are invisible. Co¬ 
ordination, as orchestration of interaction 
between physical and human resources, 
thus exploits both technical and behavioural 
interdependencies. 

Technical interdependencies are visible; 
physical linkages and conversion rates can 
be identiAed for a group of tangiUe assets. 
Human interdependencies are not visible, 
and the concatenation of technical plus 
human interdependencies requites the use 
of complex and invisible sets of routines. 
These higher-order routines enable acti¬ 
vities to take place and Arm-level outcomes 
to be generated. Thus, co-ordination is a key 
strategic process, but it is invisible. How¬ 
ever, resource utilisation is a visible out¬ 
come, and the superiority of one Arm’s 
resource utilisation patterns enables us to 
evaluate whether its co-ordination cap¬ 
abilities are better or worse than its peers. 

The argument I make is similar to the use 
of revealed preferences in the analysis of 
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I consumers’utiittits. A person’s utility pre¬ 
ferences can never be absolutely measured 
or known. However, from the choice of 
goods or services that she makes, we can 
indirectly infer what bundle of utilities she 
t seeks to obtain. Prima facie, if a firm is 
i successful at resource utilisation, it is better 
t at the co-ordination of functional and strate¬ 
gic tasks and activities. 

ni 

Date Envelopnient Analysis 

Data envelopment analysis (DEA) is a 
t linear programming based technique that 
I converts multiple output and input measures 
. intoasinglecomprel^ivemeasureofrirm- 
I level performance. This is attained by the 
i construction of an empirically-based pro- 
i duction or resource conversion frontier, and 
, by the identification of peer groups. The 

- philosophy behind DEA is predicated by the 
' fict that, in the theory ofthe firm! have based 
■ nyconceptualargumentson,afrontieruan$- 
I formation function empirically captures the 
j underlying processes defining firms' acti- 
' vities. Maximum possible output given in- 
' puts, or minimum inputs requir^ given out- 
; puts, can be specified for production- 
' oriented data. Other functions can be: a cost 
' function describing the minimum cost of 
I producing certain outputs, or a profit func- 

- lion, describing the maximum profit attain- 
! able, given outputs, input prices and technol- 
fogy. 

t A common feature of each function is 
• optimality, whereby a minimum or maxi- 
f mum value attainable is calculated, and each 
'ftinction defines a frontier. The use of a 
' frontier model can, first, define what perfor- 
.mance levels are feasible for a set of firms 
imaking up an empirical population. Second, 
kteviations from the frontier can be inter¬ 
preted as a manifesution of inabilities to be 
'matuigerially competent. Third, time-.scries 
Information about the distance of each firm 
from the frontier over time yields insights 
about what is the rate and direction of change 
n its resource utilisation patterns. In other 
'arords, are its managerial or strategic co- 
iwdination capabilities getting better, or 
worse, and by how much? 
t From a pragmatic perspective, DEA is an 
'deal tool in strategic performance analysis, 
^n ideal or optimal strategic performance 
;peasure can never be specifit^. given the 
leterogeneity of prices, technologies and 
Management capabilities. No one way of 
row best to do things can ever be specified, 
ince there is causal ambiguity in how firms 
gierale. However, with data on what firms 
bve done, empincal functions can be de¬ 
lved based on what is actually attainable 
{nong a group of firms. Using the results, 

assessment of which are the seemingly 

managerially competent firms is pos- 

If firms differ, the quantum of such 


difference can be gauged, and data on 
’revealed’ co-ordinating capabilities among 
firms can be derived. 

DEA Modu. and Dehnitiun 

DEA is a performance measurement tool 
which is useful for uncovering patterns of 
dynamic performance. Using only observed 
output and input data for firms, the OEA 
algorithm calculates an ex-post measure of 
how efficient each observation was in con¬ 
verting inputs to outputs. This is accom¬ 
plished by the construction of an empiri- 
cally-bas^ production fiontier,andby evalu¬ 
ating each observation against others which 
are included in the data set. I do not do an 
extensive technical analysis of all the models 
feasible with DEA. While 1 do describe the 
DEA technique, the aim is to highlight the 
practical qu^ities. See Chames, Cooper, 
Lewin and Seiford (1993) for codification of 
the various models possible, and the notation 
associated with each. 

Dynamic performance patterns arise from 
changing production relationships over 
time, so that resource utilisation patterns 
show a rising trend. However, to empiri¬ 
cally document the numerous changes in 
such relationships for the population of 
firms that can make up an industrial sector 
is a herculean task. In estimation of per¬ 
formance patterns, using algorithms that 
make no assumptions about the functional 
form of the production relationship or under¬ 
lying technologies, other than convexity 
and piecewise linearity, the DEA pro¬ 
gramme factors in the impact that non¬ 
observable changes in production relation¬ 
ships have on observed efficiency patterns. 
If scores are rising over time, then it is 
prima facie, first-order, evidence that 
firms are responding to changing condi¬ 
tions and doing things better. While it is 
not easily empirically observable as to how 
things are being done differently, changing 
performance outcomes over time can point 
to changes taking place in intra-firm capa¬ 
bilities. 

Following the classic work of Farrell 
(1957), two main paradigms have developed 
in the construction of performance frontiers, 
the parametric approach and the non-para- 
metric approach. The advantage of the non- 
parametric approach is that no functional 
form needs to be imposed on the data and it 
can handle multiple outputs; however, fron¬ 
tier construction is sensitive to data contami - 
nation. The data need not be quantiutive, 
and qualitative measures can be used as 
inputs or constraints. Concomitantly, real 
and physical values can be used at the same 
time as outputs or inputs, because the objec¬ 
tive IS not to estimate functional parameters 
but a relative measure of performance. Con¬ 
versely, the parametric approach handles 
noise, but imposes an explicit and restrictive 


functional form fortechndogy. and its use 
is restricted to the single out^t situation. 
See Bauer (1990) and Seiford and Thrall 
(1990) for descriptions of frontier estima¬ 
tion functions and DEA. 

As developed by Chames, Cooper and 
Rhodes (1978) [CCR], Farrell’s output- 
input measure of performance is generalised 
to a multiple output-input case by means of 
a fractional mathematical programme, 
where the ratio of the weight^ outputs tq 
weighted inputs (an efficiency ratio) for 
each firm-level observation being evaluated 
is maximised. There are a total of n firm- 
level observadonsbeingevalua^d. Thedata 
used fw each observation j (where j are the 
observations.'jal, 2,.... k....n) are as follows: 
each observation consumes varying 
amounts of m different inputs to produce s 
different outputs. Specifically, observation 

j consumes s (x^) of inputs (i s 1.m) 

and produces amounts »{y^} of outputs 
(r s 1,...,$). It is assumed dial x^ > 0 and 
y^ > 0. The s x n matrix of output measures 
is denoted by Y andthemxnmatrixofininit 
measures is denoted by X. 

For the k*" observation (among the j total 
observations) for which efficiency is being 
evaluated, the objective of the empirical ex¬ 
ercise is to maximise the value of h^ which is 
the ratio of multiple outputs to multiple 
inputs, and the values of u and v; this func¬ 
tion is expressed as: 

h|^(u,v) = 1 u,y^/£ v,x^ (1) 

r>l i-l 

In the above expression, h^ is a ratio mea¬ 
sure of performance as to how efficient 
each observation was with regard to con¬ 
verting a set of inputs jointly and simulta¬ 
neously into a set of outputs. For each k*^ 
observation, y^ are the multiple outputs 
which result from the conversion of x^ in¬ 
puts; u and V are weights which are cal¬ 
culated as values to be assigned to each 
output and input in order to maximise the 
efficiency rating, h^, of the observation 
being ev^uated. 

The DEA procedure takes each observa¬ 
tion’s idiosyncrasies into account in the com¬ 
putation of its relative efficiency score. The. 
set of weights (u,, v,) are implicit intonal 
valuation schenws which are empirically 
determined by the algorithm, and may vuy 
from observation to observation; for a firm 
which has multiple observations over time, 
they can vary ov« each period of time. This 
is based on a determination of which of the 
inputs a particular observation is parti¬ 
cularly adept at in utilising, or which of the 
outputs it is particularly adept at in gfimat- 
ing, based on data. By assigning high 
weights to those input and output variables 
which an observation sMins to be more adept 
at in utilising, or in generating, and low 
weights to others, the algorithm attenqits to 
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■mmwimiati Hw observed perfomuuice of 
eecbobscrvuifla in iigbt of iU'paiticulBr 
revelled eapibllitiet. ISA any also be 
viewed at w e xtension of total foctor pro¬ 
ductivity (TPP) calculations: it is as if each 
observation were to select the weights 
(ie, prices in a TFP calculation) that would 
present it in the best possible li^t. subject 
to the condition that the set of prices so 
selected does not give any other observation 
an efflciency ratio greater than unity. ‘ 
Without any more constraints (1) is un¬ 
bounded. AcMitional technological con¬ 
straints are introduced with respect to every 
other firm-level observation to reflect the 
condition that the efficiency ratio be less 
than or equal to unity, or in other words, 
no observation can be super-efficient. The 
mathematical programming problem that 
results is: 

s m 

maxh^(u,v) * Z u y^/ Z v (2) 

rs| vs] 


t m 


subject to 





fas] is] 



(forj = 

l,2,...0,...n) 


(3) 

u,>0 

(forr= 1,2,... 

s) 

(4) 

v,>0 

(fori = 1,2,.,. 

m) 

(5) 

The constraint in (3), 

therefore, ensuies 


that the ratio measure of performance is not 
greater than one for any observation in the 
entire observation set, while the constraints 
in (4) and (5) ate positivity constraints and 
are strictly greater than zero. (2) to (S) is a 
linear fractional programming problem, 
non-convex and difficult to solve. To do so, 
the fractional programme in (2) can be trans¬ 
lated into a linear programme using the 
transformation developed in Chames and 
Cooper (1962). Specifically, the transfor¬ 
mation involves computation of two new 
variables: 

U V 

— andu= — 

VXj VXj 

and to make the fractional programming 
problem a linear programming problem. The 
linear programming problem for the k** 
observation being evaluated now is: 

t in 

maxWj{n,o) = Z p,y^/ Z o,x^ (6) 

rs| I si 4 

. ™ 

subject to: Z u,x^ s 1 (7) 

i>l 

' Z p, y^ - Z o. x,^ < 1 0=1.2, ...k....n) (8) 

r>l ik| 

p,>0(r= l,2,...s) (9) 

V, >0(is 1,2,... m) (10) 


In (6) now w^ is the objective function 
value for the observation beingevaluated. In 
the U> in (6) the weighted sum of outputs 
that can be obtained is sought to be 
maximised, subject to the constraint that the 
weighted sum of inputs equals unity in (7). 
(8) is a constraint postulating that outputs 
cannot be less than inputs, and (9) and (10) 
are positivity constraints. 

In (6), is the objective function value 
which is the efficiency score to be calculated 
for the k** observation being evaluated. Each 
DEA model seeks to determine which sub¬ 
sets of the n observations determine parts of 
an envelopment surface. In the LP formula¬ 
tion the optimal value (optimal s*) of w^* is 
an efficiency indicator which measures the 
distance a particular firm-level observation 
lies from the frontier. The k* firm-level 
obseivation is efficientifw *= 1 in(6). This 
observation is inefficient if it does not lie 
on the frontier or w^* < 1. The optimisation 
process in (6) is repeated n times, once for 
each firm-level observation for which effi¬ 
ciency is to be evaluated. In other words, 
the LP IS solved with (X^, Y^) = (X^, Y) for 
j s l,2,...k,. n Each time the optimisation 
is carried out data for other observations 
form part of the constraint set. The objective 
function values obtained partition the data¬ 
set into two parts: one consisting of efficient 
observations and the other consisting of 
observations which are inefficient and 
where w^* < 1. 

Each firm that is rated as efficient is used 
to define an efficiency frontier, and firms not 
so efficient are evaluated by comparison 
with a hypothetical firm that is on the fron¬ 
tier. and which has the same output or input 
mix as the firm being compared. Then, the 
efficiency of the firm being compared is the 
ratio of the actual output levels to that of the 
hypothetical firm. One or several efficient 
firms having similar output or input mixes, 
and most similar in their operating character¬ 
istics relative to a firm being compared, can 
form the referent set and contribute in dif¬ 
ferent percentages to the constniction of the 
hypothetical firm against which a non- 
efficient firm is compared, A key assump¬ 
tion is that substitutability exists between 
any pair of inputs, and any pair of outputs, 
and the hypothetical firm's characteristics 
are realistically attainable. The use of signi¬ 
ficantly lumpy inputs, or where outputs are 
lumpy, can violate this assumption. 

Tte choice of variables is also important, 
because the programme makes no a priori 
distinction between any two outputs or in¬ 
puts. All variablesthatarein the programme 
have an equal opportunity to influence re¬ 
ported efficiency, ind the definition and 
selection of variables to be included is im¬ 
portant. However, DEA has one major at¬ 
tribute in that it places no restrictions on the 
functional form of the production relation¬ 
ships. The aim of optimisation is not to 


estimate structural parameters. The ooly 
assumptions made are that of piecewise’ 
linearity and convexity of the frontier, and, 
that the underlying transformation modd r 
involves converting a set of inputs jointly' 
and simultaneously into a set of outputs. ^ 
Therefore, even attributes of the environ-,, 
mem, or qualitative attriiwtes of the pro-' 
duction process can be included as input 
variables. 

The efficiency of a firm does not decrease. 
with the addition of a new variable to jw. 
already existing model; however, the pro* ‘ 
poition of firms that are rated as effldent ‘ 
will tmid to increase, since there ue more, 
facets on which a given set of firms can now > 
beefficient. A model with a large number of, 
variables is one that may fail to have any 
discriminatory power between firms,., 
because most firms will tend to be rmed > 
efficient. Hence, proper a priori choice of ^ 
vanables is vital in any DEA study. 

For purposes of analysing managoial * 
performance, the output of a DEA pro- > 
gramme provides several aids. First, the| 
relative efficiency measure gives an indica-. 
tion of how well each firm is performing 
relative to its potential. Since the best films I 
have to score 1, on a scale of 0 to I, the J 
difference in scores gives management, 
policy-makers an idea of the scope of im -1 
provement possible, if any is required, i 
Second, the identity of firms which form die i' 
referent set for a firm being evaluated gives ' 
an indication of which firms are closest to it i 
in terms of operating characteristics. Further . 
analyses can be based on following best ' 
practices of these referent firms. Third, the ’ 
values of slack variables give an indication ( 
of the particular inputs that a non-efficiem < 
firm may have trouble conserving, or of | 
the particular outputs that a firm may have' 
trouble in augmenting. Thus, attention in ' 
subsequent follow-up analyses can focus on 
specific areas, rather than managerial re-' 
sources being wasted in looking at all areas ' 
of a firm’s operations including those which 
are non-oitical. 

Design of the data-set decides whether the | 
optimisation in (6) to (10) is static or| 
dynamic. All n observations can be taken | 
for a particular year only. Thus, optimisa¬ 
tion for the Id^ firm is done with respect to its) 
cohorts for that particular year only. Infer- ^ 
mation on severd firms for several years can 
also be amalgamated to form a pooled cross- 
sectional time-series data set. In such a data 
set, when optimisation of each firm’s score' 
is carried out the comparator, fitm-levd ob-' 
servations are those belonging to different | 
time-periods, and thoe is comparison over' 
time of the relative efficiency of each such 
firm. A comparison of relative efficiency |' 
characteristics for each of the j observations 
is carried out with respect to observations 
belonging to the same year as the compared, 
observation, as well as with respect to those' 
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obsmatidni belonging to different years. 
Therefore, within the DEA framework 
dynamic optimisatiotf analysis can also be 
carried out. 

The advantage «f DEA lies in its ap¬ 
proach. DEA is a methodology-oriented 
to frontiers rather than central tendencies. 
DBA optimises for each individual flrm- 
level observiUion. in place of overall aggre¬ 
gates and the single optimisation normally 
performed in statistical regressions (Seifoid 
and Thrall 1990]. This attribute is particu¬ 
larly critical. In regressions where cross- 
sectional time-soies data are pooled,, the 
statistica] package generates a single set of 
parameters for the entire data set. DEA, on 
the other hand, generates observationwi.se 
parameters; in dynamic analysis there is 
the certainty of knowledge that these para¬ 
meters has’sTbeen derived after a comparison 
of that glAervation with respect to observa¬ 
tions which belong to other time-periods. 
Hdhce, inferences of dynamic efficiency 
patterns ate feasible. 

In extending the CCR model. Banker, 
Ouunes and Cooper (1984) [BCC] show 
that the OCR efficiency score can be broken 
up into a measure of scale efficiency, and 
another for pure technical, or managerial 
efficiency given the scale of operations each 
observmion is presently at. This is achieved 
by assuming that variable returns to scale 
exist for firms, and adding a variable k in the 
objecdve Ainction in (6). The result of add¬ 
ing this variable is that hyperplanes for each 
observation do not pass through the ongin, 
un^ in the CCR model where all hyper- 
pianes go through the origin because con¬ 
stant returns to scale ate assumed. In the 
constraint set, this variable is unconstrained 
'in'that it can take on values which are either 
^pegative (increasing returns to scale may 
exist), or 0 (constant returns to scale may 
jexist) or positive (decreasing returns to scale 
fOMy exist) for each k* observation. 

^ Emtoucal Ahalyses of the 
Inman PHARMACEirncAL Industry 


. fuse data for a set ofnine firms for the year 
1990to illustrate how DEA is useful as a tool 
assessment of intra-firm co-ordination 
japabilities. Thereafter, I use data for these 
mins for three earlier years: 1987,1988 and 
^989. In conjunction with cross-sectional 
Via analysis carried out for the year 1990, 
pBA is also shown to be useful in analysing 
|ynamic strategic performance trends. 

\ The choice of outputs and inputs is cntical 
a aiqt DEA based study. Prior work in the 
pdy of schools (Sengupta and Sfeir 1988] 
(as used as output the achievement score 
fttih grade pupils, while inputs were 

g tnnne teacher salary, proportion of Anglo- 
can pupils, average class size and 
al socio-economic background. A 
i>f steam-electricity generating plants 


[Banker 1984] has used net generation and 
peak demand as outputs, while inputs used 
were plant costs, labour and related costs, 
and fuel consumption. Recently, DEA has 
also been used to make a comprehensive 
assessment of the impact of market liberali¬ 
sation on firm performance in the US tele¬ 
communications industry (Majumdar 
1994]. Two basic models were estimated. 
In one of the input-conserving (cost- 
minimising) model outputs were total 
number of local calls and total number of toll 
calls: the inputs were maintenance and 
depreciation expenses, traffic, commercial 
and general office expenses, and other ex¬ 
penses. In one ou^ut-augmentation (rev¬ 
enue-maximising) model, the outputs were; 
total local revenue, total toll revenues, and 
total access and other revenue, while the 
inputs were; the total number of switches, 
total number of access lines, and the total 
number of employees. 

DEA is a technique which allows for flex¬ 
ibility in use of data; by that token it is also 
extremely sensitive to data contamination 
and outliers. In this study, I use as output; the 
value added by operations of each firm. The 
inputs 1 use are: gross fixed cental, net 
working capital and the total numlwr of em¬ 
ployees in each firm. The data are derived 
f^rom a Centre for Monitoring the Indian 
Economy (CMIE) publication titled Daui on 
Large Business I/nittpublished in July 1992. 
Other firms in the Indian pharmaceutical 
industry did not report all data folly. I use the 
BCC method of estimation, since the perfor¬ 
mance score yielded by that algorithm is a 
pure measure of latent co-ordination capabi¬ 
lities in firms, irrespective of whether scale 
economies exist or not. I estimate input- 
oriented models of performance, since the 
knowledge of how much input slack there 
is can be a significant factor in strategic 
decision-making, and what facets of firms' 
operations need greater co-ordination. 

The nine firms chosen are: E Merck and 
Company India, a private sector firm which 
is the subsidiary of a Germany-based drug 
multinational; Bengal Chemical and Pharma¬ 


ceutical Works, and Bengal Immunity 
Company, both of which, were erstwhile 
(vivate sector firms established early this 
century as the first pharmaceuticai manu¬ 
facturers in India using Indian business 
expertise and technological know-how, but 
were taken over by the central government 
when they ran into severe difficulties; 
Hindu.stan Antibiotics, the first nujor bulk- 
drug manufacturing firm set up in the public 
sector, with assistance from the UN, to manu¬ 
facture penicillin and other primary bulk 
drugs; Indian Drugs and Pharmaceuticals 
(IDPL), the second major public sector 
entcrpri.se to be set up; Smith Stanistreet 
another former private sector firm which 
failed and was taken over by the govern¬ 
ment; Rajasthan Drugs and Pharmaceuti¬ 
cals, a public sector(state-owned) firm jointly 
promoted by the state government of 
Rajasthan and IDPL; Sandoz India, a 
private sector firm, and a subsidiary of one 
of the world’s largest drug multinationals; 
and UP Drugs and Pharmaceuticals, a 
public sector firm jointly promoted by the 
state government of UPand IDPL. Thereis a 
wide variety of firms represented in the 
sample, and data on inputs and outputs for 
the year 1990 are given in Table 1. There 
is wide heterogeneity in origins, size, 
ownership patterns and presumed capabi¬ 
lities, but all these firms are in the same line 
of business. 

Table 2. PtBPOHMANfE Scores for 1990— Input 
Conserving Model 


Firm studied Performance 

Score 


E Merck and Company India 0.8838 

Bengal Chemicals and Pharmaceutical 
Works 0 5430 

Bengal Immunity Company 0.7461 

Hindusuui Antibiotics 0.68SS 

Indian Drugs and Pharmaceuticals 1.0000 

Smith Stanistreet 0.S429 

Rajasthan Drugs and Pharmaceuticals 1.0000 
Sandoz India 1.0000 

UP Drugs and Pharmaceuticals 0.6994 


Table I; Actual Inputs and Outwts—Samiu of Rrms for 1990 


Fixed 

Working 

fonployees 

Value Added 

C^iital 

Cspital 

(Number) 

(RsenK) 

(Rscroie) 

(Rscroie) 




E Merck and Company India 

38.11 

48.08 

1854 

18.10 

Bengal Chemicals and Pharmaceutical 

9.72 

12.37 

1752 

2.16 

Works 



as. 


Bengal Immunity Company 

6.84 

8.04 

1688 

1.84 

Hindustan Antibiotics 

62.69 

93.91 

2634 

27.85 

Indian Drugs and Pharmaceuticals 

152.09 

164 38 

12256 

41.15 

Smith Stanistreet 

3.34 

7.99 

irao 

1.10 

Rajasthan Drugs and Pharmaceuticals 

1.22 

3.35 

140 

a66 

Sandoz India 

48.84 

80.11 

2055 

■34.86 

UP Drugs and Pharmaceuticals 

1.84 

4.79 

358 

0.38 
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IV 

Rcmlti fron Croav^tectioBal 
DEA Amdjrris 

I first undertake a cross-sectional 
analysis of the performance of the nine 
firms for the year 1990. The results of the 
finn-level performance analyses are givoi 
in Table 2. 

Oftheninefimuevaluttedin 1990, there 
are three best performers which defiiie the 
frontier with a score of 1. They ate Indian 
Drugs and Pharmaceuticals, Rajasthan 
Drugs and Pharmaceuticals, and Sandoz 
India. Each firm is of a different size; Indian 
Drugs and Pharmaceuticals is the largest, 
while Sandoz is medium sized and Rryasthan 
Drugs and Pharmaceuticals is tiny, rdatively 
speaking. The BCC procedure which cap¬ 
tures pure managerial efficiency, irrespec¬ 
tive of scale consideration, has been used, 
and a widely divergent variety of firms in 
size ate shown to be the most competent. 

Among the seven non-efficient firms, the 
worst performers are Bengal Chemical and 
Pharmaceutical Works, and Smith Stanistreet. 
Both are tum-of-the-century firms, which 
were taken over by the government in the late 
1970s and early 1980s, under the Industnes 
Development and Regulation Act of 19SI, 
for mismanagement. Their relative perfor¬ 
mance shows them still to be the worst in 
performance. The other public sector firms 
are not superior performers either In in¬ 
creasing score-order are. Hindustan Anti¬ 
biotics, UP Drugs and Pharmaceuticals, and 
Bengal Immumty Company How incen¬ 
tives in government owned firms are struc¬ 
tured seems very cnbcal to the way latent 
capabilities are co-ordinated and resources 
utilised. Public sector ownership, on the 
whole, generates slack and inefficiency as 
the data, pnma facie, reveal. Conversely, 
while E Merck, a pnvate sector firm, is not a 
superior performer, its score of .884 places 
it, at least, at the top of the non-efficient 
firms’ category. 

Reperbnce Set Analysis 

In the linear programming formulation, 
the efficient firms form a referent set for 
calculating the performance scores of the 
non-efficient firms. For each firm which is a 
non-optimal performer, one or more firms 
similar in operational capabilities are identi¬ 
fied, and the actual proportion by which each 
such optimal or efficient firm influences one 
which is tton-optimal is given. Results re¬ 
lated to this aspect for the non-optimal firms 
are given in Table 3 

For E Merck the referent set firms are 
Rajasthan Drugs and Sandoz Both almost 
eqiuUy influence E Merck’s performance 
score. E Merck and Company manufactures 
both prescription and over-the-counter pro¬ 
ducts. Its acbvities and abilities are broadly 


similar to both firms in its referent set: that 
of Rtyasdian Drugs* prescription drug orien¬ 
tation and the non-prescription skills of 
Sandoz. Bengal Chonical and Bengal Im¬ 
mumty are both smaller scale public sector 
units (volume manufacturers of key bulk 
drugs as well as presenpuon drags). Hence, 
it IS not surprising diat Rajasthan Drugs, 
which is a snudlCT, but optimal, public sector 
firm, is the closest in capabilities to these 
firms. Hindustan Antiluotics is a public sec¬ 
tor firm; hence, there are similarities in its 
operational capabilities with Rajasthan 
Drugs and Pharmaceuticals. However, it is 
a large organisabon, making bulk drugs and 
using high-technology, and there is a much 
closm afTuuty to the operabons of Sandoz. 
Sandoz, therefore, primarily makes up its 
referoitscL 

Of the other firms, each of the best, or 
efficiem, firms have only themselves as fully 
donunating their referent sets. The empiric^ 
procedures also yield data which suggest 
that there are other firms similar to them¬ 
selves; however, the influmice of those firms 
on the efficient firms will be zero. R>r ex¬ 
ample, in the case of Indian Drags and 
Pharmaceuticals it is a best performer; thus, 
in Its refemit set it is compared 1(X) per cent 
to Itself. However, Sandoz IS also similar to 
IDPL in lU operauonal capabilities to it, 
given the activities Sandoz undertakes. 
Therefore, both IDPL and Sandoz form the 
referent set for IDHL However, given IDPL 
IS effiaent (sroresl), the proporbon influ¬ 
enced by Sandoz is zero. Nevertheless, the 
performance of Sandoz provides a useful 
benchmark for future performance evalua¬ 
tion of IDPL. For the other non-efficiem 
firms in the data-set, Rajasthan Drugs is the 
pnmary referent firm. It is a small public 
sector unit and its operations are, therefore. 


most similar to those of Sitdth Staiustieat 
and UP Drags and Pharmaceuticals. 




Input Slack Analyss , 

1 

Solution of the input conserving DBA n 
programme also yields details of the iruBti- 
mum amount ofinputsany non-optimal Ann t 
IS to use, if It IS to be as efficient as the often 
in Its referent set. The optimal firms, lit ‘ 
course, have no input slack. Details of fte t 
input slack are given m Table 4. The target '> 
input IS what the firm in quesbon ought to ' 
have consumed if it was to be rated effidem. 
The slack is the actual input consumed minus 
the target input a firm ought to have con- ^ 
sumed ^ 

As IS evidenced, the best firms, Inftaa 
Drags and Pharmaceuticals, Rryasthan Drugs 
and Pharmaceuticals and Sandoz have input | 
slack of zero E Merck is the better | 
among the non-optimal performers, and its | 
slack IS relab vely the least. While it does use | 
excess plant and equipment (see the slack in 
gross fixed capital), its use of working t 
capita) IS relatively better than the use of its • 
fixed capital Hence, its co-ordmabon of i 
current day-to-day operabons seems more i 
competent than management of its long-1 
term operations, pharmaceubcal industry < 
operations need significant quantities of) 
deferred (long-term) expenditures, for 
example, in R and D acbvibes, and this is ' 
one area where E Merck, with its ostensibly 
supenor foreign capabilibes, can pay more ' 
attention to 

If the worst firms, Bengal Chemical and , 
Pharmaceutical Works or Smith Stamstreet, 
are assessed next, large quanbbes of slack , 
are shown to exist in resource ublisabon. 
Not only can both fimis halve fteir inputs of; 
physical and working capibd and attain fte ^ 


Table 3 REmiENrSen ior Inuividual Fikms, 1990 


Firm Studied 

Influential firm 

Proporuon 

Influenced 

E Merck and Company India 

Rajasthan Drags 

49 


Sandoz 

SI 

Bengal Chemical and Pharmaceutical Works 

Rajasthan Drags 

96 


Sandoz 

04 

Bengal Immunity Company 

Rajasthan Drugs 

97 


Sandoz 

03 

Hindustan Antibiotics 

Rajasthan Drags 

20 


Sandoz 

80 

Induin Drags and Phannaceuticals 

IDPL 

100 

.Sandoz 

.00 

Smith Stanistreet 

Rajasthan Drags 

99 


Sandoz 

01 

Rajasthan Drags and Pharmaceuticals 

Rajasthan Drags 

100 


Sandoz 

00 

Sandoz India 

IDPL 

00 


Sandoz 

too 

UP Drags and Pharaiaceubcals 

Rajasthan Drags 

too 


I 

I 

I 


1 
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I wme value added if their managerial capa- 
: Ulities are up to par, but there is maximum 
' daek in the utilisation of employees. Over- 
t, manning is significant. Admittedly, this is a 
well known fact about many public enter- 
f prises. But the specific quantum of over- 
t manning has been estimated. Bengal Chemi¬ 
cals can reduce almost 1,500 employees and 
• not feel the pinch; Smith Stanistrcet can 
reduce over 8S0 members of its workforce 
{ and attain the same output. These reductions 
are over 80 per cent of the work-force for 
' each firm. Losing such a large number of 
i employees will not in any way impair 
j output, and can improve efficiency of these 
firms. 


i A bird’s-eye view analysis of Table 4 
i shows that among alt the non-efficient 
I firms there is significant slack in how human 
I capital is utilised. Clearly, if co-ordination 
' capabilities were enhanced, and better 
quality effort extracted from employees 
i towards enhancing outputs, significantly 
t better results would ensue. Of the seven non- 
i optimal firms, at least four of these: Bengal 
’ Chemical and Pharmaceutical Works. 
• Bengal Immunity Company. Smith Stani- 
' street and UP Drugs and Pharmaceuticals 
’ havehugesurplusesinhumancapital. While 
the evidence is not surprising, what is 
I worrying is tlK quantum of the surplus. The 
surplus in each case is more than double the 
! number required for each firm to be as effi- 
i' dent as their compatriots. The employee 
I surplus percentages are 451 per cent, 719 

> per cent, 521 per cent and 156 per cent of the 

> optimal numbers needed in each firm respcc- 
‘ tivdy. Recollect alsothatforthcsefourtirms, 

; the primary referent firm (Table 3) is 
jRiyasthan Drugs and Pharmaceuticals, a 
I public sector firm. Hence, it is not as if these 
i firms are being compared with the larger 
’branches of multinational firms operating in 
findia, which may possess different 
{behavioural predilections, llie four firms 
(are compared with their public sector 
^sibling, where similar behavioural pre¬ 
dilections can be expected to exist. 

t Continuing the bird’s-eye view analysis 
^rther, it seems that ail the nine pharma- 
ijoeutical firms studied are more adept in co- 
lordinating day-to-day business activities 
which involve the use of working capital, 
piese activities include operuions such as 
Bales and receivables management, distribu- 
Don and stock management, and supplier 
management which also includes the man¬ 
agement of payables. Conversely, produc¬ 
tion and development activities, involving 
die use of fixed and long-term oriented capi¬ 
tal stock, are less succe.ssfully managed, llie 
^m^ evidence to support such an asser¬ 
tion is in Table 4. where estimates for the 
Relative proportion of slack to actual input 
of both gross fixed capital and net 
king capital are provided. Among the 
ifficient firms, in each and every case 


the lowest percentage of slack to actual in{»t 
usage is in working capital. As regards the 
percentage of slack in use of physical capital, 
E Merck has the least percentage of such 
slack, while the other firms are quite profli¬ 
gate with the use of their capita resources. 

Pertormance Analysis over Time 

While DEA is useful for a cross-sectional 
assessment of co-ordination capabilities, it 
is equally useful for the assessment of dy¬ 
namic performance changes. I use DEA to 
undertake such an assessment, for the nine 
firms for four years: 1987, 1988, 1989 and 
1990. The aim is to uncover the changing 
patterns of performance for each firm. 
Results are given in Table 5. 

Of the three firms that made up the re¬ 
ferent set for the year 1990 in this analysis, 
only two are actually efficient in 1990 as 


the dynamic analysis shows. Ranember 
now that we lutve data for all four years in 
the optimisatidn programme. Hence, tte 
non-optimal firm for 1999 in this >*i*ly*i*< 
Rajasthan Drugs, is being compared against 
all firms in all years for & primary estima¬ 
tion. Of the three efficient firms in 1990, 
Indian Drugs and Pharmaceuticals was a 
gross non-performer in l987, but in each 
succeeding year has improved its perfor¬ 
mance till in 1990 it was a frontieF-defining 
firm. Rajasthan Drugs started out as a 
frontier-definer in 1987 and 1988, but its 
performance slipped a bit in 1989 and 1990. 
Sandoz was, on the other hand,* signifi¬ 
cant non-performer in 1987 and 1988, com¬ 
pared to its frontier-defining status for both 
1989 and 1990. 

Among the other firms which are non¬ 
efficient, the pattern of performance as 
revealed by the data is equ^ly interesting. 


Tablii 4- Targbt Inputs and Slack in Inpi;t Usaoe Among iNEmriENr Firms. 1990 


Inputs Fixed Working Employees 




Capital 

Capital 


F. Merck and Company India 

Target 

25.50 

• 42 49 

1116.54 


Slack 

1261 

5.59 

737.46 


Percentage of Slack to Target 

49.55 

13.16 

6605 

Bengal Chemicals and 

Target 

3..3I 

6.72 

323.99 

Phomuiceniical Works 

Slack 

6.41 

5.65 

1464.01 


Percentage of Slack to Target 

193.66 

84.08 

451.87 

Bengal Immunity Company 

Target 

2.86 

6.00 

206.07 


Slack 

3.98 

2.64 

1481.93 


Percenuige of Slack to Target 

139.16 

44.00 

719.14 

Hindustan Antibiotics 

Target 

39.08 

64.38 

1662.48 


Slock 

23.61 

29.53 

971.52 


Percentage of .Slack to Target 

60.41 

45 87 

58.48 

Indian Drugs and 

Target 

152.09 

164.38 

12256.00 

Pharmaceuticals 

Slack 

000 

0.00 

0.00 

Smith Stanistieei 

Target 

r .83 

4.34 

164.64 


Slack 

1.71 

3.65 

855.36 


Percentage of Slack to Target 

93.44 

84.10 

519.54 

Rajasthan Drugs and 

Target 

1.22 

3.35 

140.00 

Pharmaceuticals 

Slack 

0.00 

0.00 

0.00 

Sandoz India 

Target 

48.84 

80.11 

2053.00 


Slack 

0.00 

0,00 

0.00 

UP Drugs and Pharmaceuticals 

Target 

1.22 

3.35 

140.00 


Slack 

0.62 

1.44 

218.00 


Percentage of Slack to Target 

50.82 

42.99 

135.71 


Table S: Performance Score Trends Over Time 


Pttm _Performance Score 



1987 

1988 

1989 

1990 

E Merck and Company India 

.996 

1.000 

.886 

.819 

Bengal Chemicals and Pharmaceutical Works 

.191 

.186 

1 .287 

.363 

Bengal Immunity Company 

.603 

.501 

.411 

.484 

Hindustan Antibiotics 

.788 

.850 

.855 

jsn 

Indian Drugs and PharmaceuUcals 

.098 

.672 

.789 

1.000 

Smith Sianistreet 

.874 

.704 

.382 

.409 

Rajasthan Drugs and Pharmaceuticals 

1.000 

1.000 

.966 

.971 

Sandoz India 

.789 

.770 

1.000 

1.000 

UP Drujjs and Pharmaceuticals 

1.000 

.626 

.652 

Mi 
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B Mode was t Mi^y eERdeiit ainoA 

a ftonder-definer in 198? tui a ^mImw 
ddiner in IWS,^ dipped in its pe^- 
mance in 1989 an(} 1990. Sudi trends can be 
a wuning signal to inanagemmt to start 
paying attention to the way business is bdng 
currently nuuiaged. Bengal Giemical’s 
performance is the wont of all firms in this 
four>year analyds, but it shows a rising 
trend in its performance score over the pe¬ 
riod ]987tol990. Take-over by the govern¬ 
ment may have revived its flagging per¬ 
formance. 

However, similar comments cannot be 
made about the performance trends of 
Bengal Immunity and Smith Stanistreet. 
Between 1987 and 1990, the performance of 
both slipped, if not so precipitously for 
Bengd Immunity, precipitously enou^ for 
Smith Stanistreet as to call into question its 
contimiatiott as an economic entity. Though 
such performance trends may be thought of 
as abmtions, questions as to the continued 
ability of these firms to survive can be raised 
when slack in resource utilisation, as earlier 
analysed, is also considered. 

Finally, the performance of the two other 
companies studied beai commentary. 
Hindustan Antibiotics, as the leading large 
public sector unit, was set up to make bulk 
drugs and products for which private sector 
investment would not be forthcoming. It is 
MK in the primary business of making and 
selling consumer-oriented products. There 
are public-good considerations involved in 
the operations of Hindustan Antibiotics. 
\ifliileits performance has never been stellar, 
it has been a reasonably adequate performer, 
with scores of .788 in 1987, .850 in 1988 
and .855 in 1989. However, there has been 
a marked decline in its performance in the 
period to 1990. Similarly, UP Drugs was a 
frontier definer in 1987, but its performance 
slipped badly in 1988, and has stayed at 
almost the same levels thereafter. 

Clearly, these are signals for firms’ 
management that major slip-ups have 
occuri^ overtime. There may beexogenous 
factors such as government-imposed price 
controls which keep revenue streams from 
growing while cosu keep on increasing. 
Neveftheless,.a comparison with firms in 
similar circumstances, such as Indian Drugs 
and Pharmaceuticals and Rajasthan Drugs 
and Pharmaceuticals which are currently 
doii% well, may reveal the existence of 
lacunM in the way Hindustan^Antibiotics 
and UP Drugs and Pharmaceuticals have 
recently been managed. 

V 

CoBcIuaion 

In this paper I have shown how intra-firm 
strategic p^ormance assessment can be 
carried out using the data envelopment 
analysis. Firms are repertoires of resources, 


dti Us and capslABdes.andUlt their prowess 
and uniqueness in oo-iwhnating resources 
and capabilities which yidds first-order 
strategic advantage. DBA enables the 
existence of such co-ordination capabilities 
toberevealed. lempiiicallydemonstrateco- 
oidination capabili^ assessment for a group 
of nine firms in the Indian Pharmaceutical 
industry both on a cross-sectional basis, and 
over a four-year period of tinre. 

Given the context of thefiims, which is the 
Indian (diarmaceutical industry, DBA pro¬ 
cedures haverevealed that public sectorfinns 
are poor performers compared to their 
priviUe sector counterparts. Admittedly, there 
are many impression-based writings which 
have hyiwthesised why public sector firms 
may be poor performers. However, the pre- 
dse extmit to which performance is poor can 
be assessed using DBA. Since DBA yields 
first-order performancr data, further re¬ 
search is possible using severd other expla¬ 
natory variables for second-order analyses. 
In the case of the pharmaceutical firms, such 
second-order explanatory variables that I 
have used are not quantitative. Rather the 
explanations are based on brief assess¬ 
ments of the history of each of these firms 
The firms which have turned out to be very 
poor performers are those which were 
taken over by the government for mis¬ 
management. 

However, not all public sector firms are 
poor per armeis. lDn.<, after an initial bad 
spell in 1987, showed that it could turn the 
comer quite effectively and by 1990 was a 
frontier-defining firm. While this study is 
constrained by lack of adequate private 
sector firm data, of the two such firms 
studied one, E Merck, is not a frontier¬ 
defining finn, while the other, Sando^, is 
suchafirm. Evenamongprivatesectorfirms 
significant performance differences arise, 
though both ostensibly have access to 
superior technological capabilities of their 
parents. 

Finally, the use of DBA reveals the spe¬ 
cific areas of operations in which firms are 
able to utilise their ^resources better. The 
..pharmaceutical firms seem more adept at 
day-to-day transactions management. Their 
woricing capital management skills seem 
intrinsically superior, compared to skills in 
utilising {diysical assets. Though complex 
''production capabilities, and the propen¬ 
sities to use research-based high-techno¬ 
logy items, are conducive to success in this 
indusby, tlie firms studied do not seem to 
possess skills in these areas. Similarly, 
there are shortfalls in utilising hutnan 
capital. Admittedly, the large employee 
numbers can be due to historical causes. 
Neveitheless, it is one resource many firms 
can shed without any detriment to output. 
Conversely, if all employees can be fully 
utilised, then there can be substantial aug- 
menution of output for these firms. 


IResewchandwntiagofdiltpaperweieottlet- ' 
taken while the author was a viuiing faculty ^ 
memberattiwlndinOandhilnatituteofDevd- * 
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made available and help rendered.] * 
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Merchant Banking under SEBI Guiddines 

SankarDe 

Siuhil 

TMs paper examines the economic and financial implictaions pf some of the regulations introduced by the new 
Securities and Exchange Board of India (SEBI) through the giddelines it has periodicaUy issued. The regulations apply 
to investment or merchant banking services required for corporate issues ef long-term securities in India. The astthors 
find that some implications of the guidelines may be in eorfiictwBh the prpfessedobjecHve of the current economiepdUey 
to induce the coiywrate sector to raise extenuUfundsfrom private investors. Further, the gi^lines may be se^-dqfeatbtg 
in that they may result in less, rather than more, information for the investing public about the typically unobservable 
quality of a new issue. * 


! lotroducUon 

I 

I THESeciiritiesandExchangeBoardofImlia 
f (SEBl),establisheda$anaciininistrativebody 
in 1988, became a statutory body in 
' January 1992. Hie transformation was 
fonnali^ by an Act of the Indian parliament 
, in April 1992. The Act charged the SEBI, the 

I first national regulatory body in India with 
comprehensive statutory powers over 
inactically all aspects of capital market 
! operations, ‘to protect the interests of the 
investors and to promote the development of, 
t and to regulate, the securities m^ets by 
such n,aasures as it thinks fit".' 

' Toseethesignificanceofdieabovecharges, 
one has to take note of two major develop- 
ments in Indian capital markets in recent 
> yean, one on the side ofsupply and the other 
r on the side of demand. The last decade has 
; witnessedatremendousgrowthinthemaikets, 

( aided in more recent years by the new 
* economic policy of liberalisation introduced 
bythelndiangovemmentOntheotherhand, 
the same economic policy, incorporating 
I gradual introduction of free market 
If principles, has created an unprecedented 
I demand for private risk capital in industry 
and commerce. Tradition^ly, the Indian 
I corporate sector has relied excessively on 
i certain special financial institutions owned 
, and/or controlled by the government for its 
t long-tenncapitalnocds.Whilethein$titutions, 

I which include Industrial Development 
Bank of India (IDBI), Industrial Finance 

} Corporation of India (IFCI), Industnal Credit 
and Investment Corporation of India 
U (ICICI), and a number of other natirmal and 
^ state-level agencies, often provided funds to 
the private scctorcorporations on concessional 
terms, they themselves received in turn 
considerable concessional finance from the 
Resen')* Rank of India.’ To break this circle 
of subsidised finaiKing. the new economic 
policy encourages the corporations to raise 
reaourcesincreasu^ly from pnvate investors.' 
'In this context, the promotion and develop- 
Iment of the capital markets as well as 
facilitation of public participation in those 
imaritets by ensuring orderly disclosure of 
formation about the borrowingcorporations 
Laid other forms of investor protection were 
UBalurally recognised as two very important 
Koals for the national regulatory body. 


In this study, we exandne the economic 
and financial implications of some of the 
regulations introduced by the SEBI, through 
the guidelines it has periodically issued, in 
execution of its responsibilities. Hie 
regulatirms in question ^^y to investment 
or merchant b^ng se^oes required for 
corporate issues of long-term securities in 
India. It has been suggnted in the finandai 
press that the SEBI guidelines are in the 
im>c«s of nudeing die current investment 
banking scenario in India fundamentally 
difFerentfirom the past Incur analysis, weare 
concerned with determining .whedier the 
changes bei^ effected by the regulations are 
consisteot with thetwingoalsof capital market 
development and investor protection. 

We proceed as follows. In Section n of this 
paper, we place the subject of die present 
shidy in its context and discuss certain 
institutional features of merchant banking 
relating to issues of long-term corporate 
securities. In the process, we draw attention 
to some merchant banking practices which 
differ between the US and India. In Section 
III, we discuss the implications of the choice 
of merchant banking services by the issuing 
corporations in thecontexttrfexisting models 
proposed by De and Nabar (1991b, 1992). 
The models recognise the fact that the new 
issues markets are typically prone, perhaps 
more so in developing capital markets su^ 
as in India, to problems of asymmetric 
information between the issuingcorporations 
and the investing public. As a result, the 
process of certification of prospective issues 
by merchant bankers, an aspect of merchant 
banking which in actual practice is very 
important for the regulatory mithorities, (days 
acentral role in the models. InSectionlV.we 
examine the provisions of the SQ8I guide¬ 
lines in question in terms of the implictiions 
of the models. We find that some possible 
implications of the guidelines may be in 
conflict with the professed objective of the 
current economic policy of the Indian 
government to induce the corporate sector to 
raise external funds from private investors. 
More seriously, we find that the guidelines 
may be self-defeating in the sense that they 
may result in less, rather than more, 
information for the investing public about 
the typically unobservable quality of a new 
issue, in Section V. we present our 
recommendations and conclusiom. 


Several upectsofthe study meritattention. 
The efficacy of government interventions 
has been studiedextensively.ingeneial terms 
as well as in the specific context of the 
Ustoiical experience of various countries, in 
certain olherspheres, most notably in foreiip 
trade but, to the best of our knowled^, not in 
cqdtal markets under asymmetric tnfotma- 
tion. It is hoped that in diis respect the present 
study will add useful insights to the ongoing 
dd)^ between government interventionists 
and proponents of maricet forces. We b^ 
further, that the study has ttseftrl observtiions 
toofferonthedevelopment and promotion of 
cental markets in Im&andinotiiercountries 
sinulady situated. In particular, we make the 
observation that preniotion of capital market 
efficiency and enhancement of investor 
protection an often compatible and not 
conflicting gods. This is surely the cate 
when capital market efficiency consists in 
leductionofasymmetricinformationbelween 
the issuing corporations and tiie investing 
public. Usually, the latteranbetter protected 
as they are mon informed. Tbit insight 
plays a major role in our recommendations. 

n 

Offering Mcdiods 

In raisingcapitalwitir long-term securities, 
public corporations have the choice of 
broadly thiM methods of offering them for 
sale: public issues, rights issues, imd privde 
placements. In tire first method, which has 
been by for the most imporiant mode of 
raising long-teim eaptal in the US and more 
important than the other two methods also in 
India,* the management of the Issuing 
corporation offers the new issue to the 
investing piMic in general. The procea 
involved is usually elaborate and often 
complex. As a result, the issuing corporation 
hires one or more merchant banking 
companies to manage the issue, including its 
origination, marketing, and distribution. 

A very important pafl of die process of 
origination is the investigation and 
certification of the new issue provided by the 
merchant banker(usually by die lead merchant 
banker in case more than one banker are 
involved). Typically, the merchant banker is 
required to verify the content of the issue 
prospectus released by the issuing corporation 
andtoexercise ‘duediligence’ intheproceu. 
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uveraltimet.haibeenefl’ectivetnittpnMnt 
venion nnce January 1,1992. 

Even when no exfriicit certificate is either 
lequiredcr furnished,the certificationimplicit 
in an offering managed by an investment 
banker may be important. The quality of the 
new issue, which is often not evident to the 
mvesting public, may appear to be certified 
or vetted by the merchant banker concerned 
who is percdved to back it with his reputation. 
The quality certification aspect of the 
investment banking process has been noted 
in general terms as well as in the context of 
the US capital markets CBaron 1982; Beatty 
and Ritter: Booth and Smith 1986; De and 
Nabar 1991a. I99ib, I9Q2; Hansen 1986; 
and Rock 1986]. 

In trying to market the new issue, the 
merchant banker performs a number of 
different functions, including selection of 
advertisements, bankers, collation ccqtres. 
and brokers. None of them, however, 
compares in importance with the task of 
securing underwriting arrangements for the 
issue. Under a typical underwriting 
arrangement in India, the underwriter (or a 
consortium of underwriters if the issue is 
sizeable, which may include, in addition to 
the merchant bankers themselves,* public 
financial institutions and approved 
commercial banks, insurance companies, 
and stockbrokers) undertakes to accept a 
specified number of shares in the evem die 
public do not'subscribe to them. The number 
of shares, thus underwrittmi, constitutes his 
accepted devolvement’ 

Typically, the responsibilities of the 
merchant banker extend to the distribution of 
the new issue. In India, the distribution- 
related responsibilities of the merchant 
banker, including allotment of securities to 
the investors and timely refunds, have been 
formalised and incorporated in the new 
guidelines for merchant bankers. The 
guidelines clearly state that “the involvement 
of merchant bankers in an issue should 
continue at least until the completion of the 
essenbal stm”.*lnali, the responsibilities of 
merchant bahkers under the new guidelines 
m force in India extend all the way from 
verification of material facts disclosed in the 
prospectus for the new issue under their 
management to the completion of all the 
issue formalities, including timely despatch 
of securities/ireftuids. 

Under the second method of issuing long¬ 
term securities, namely, a rights issue, the 
corporation offors the now common stodc 


dhectiy to its current shareholders. To start 
with, each shareholder is ^ven a 'right* to 
subscribe to a pro ram amount of tte new 
offoting at a fixed stfoscription price over a 
spoci fte d, usually thwtsiditcription period, 
llw shareholder has theiqitiontoeser^ his 
subscription rights himself or sdl the rights 
foothen.* 

How do the two methods, public issue and 
rights issue, compare with each other? The 
twoicievant criteria in this connection ate, as 
in any issue of this nature, relative benefits 
and costs of the two methods. On the side of 
benefitt, a public issue carries with it the 
merchant buiker'scertification. On the other 
hand, a righu issue, being sold directly to the 
existing ahaieholden<Mrtliecoipotition,does 
not need tobe managed byamerchant banker, 
in whidi case it is not screened for quality 
eidier (though in InAa the SEBI has made 
management by a loui merchant banker 
mandatory for a ri^its issue exceeding a 
certain size: more on this point in Section IV 
of this article bdow). However, there are 
costs to merchant banking services, and they 
can be signifiemit bi India, the existing 
govmnmenticgulationspermit total merchant 
banking fees for an issim to go up to 0.S per 
cent of the first Rs 25 crore of the issue 
inoceeds and to 0.2 per cem of any additional 
amount. 

A significant benefit to be considered m 
this conneetton is the degree of effectiveness 
with which either method ensures that die 
issuers successful tnraising the target amount 
of capital A public issue widi Ml under¬ 
writing, of course, carries a guarantee of total 
success. This guarantee is absolute unless the 
underwnters involved in the issue default on 
their accepted devolvement. However, the 
underwnters provide this guarantee for a 
usually substantial comfnUsion. In India, 
under die current government legulatioiu the 
ceiling rate for underwridng commission is 
Z5 percent of die underwriter'soommitiiients. 
This amount, comparable to n insurance 
premium,ispayabler^ardless(^the number 
of shares eventually taken up by the 
underwnler. In addition, brokers to the issue 
selected by the lead merchant banker can 
charge up to 1 S per cem of the value of the 
equity sold through them. However, since 
some shares of the new issue may be directly 
sold by the issuing corporation, the total 
brokerage costs of the issue may be less than 
I.S per cent of the issue proce^. 

By contrast thenghtsmmhodcanbeequally 
reliable and, at the same time, cost the issuing 
company little or nothing. To see this poim, 
let us note that the benefit to the current 
shareholders of the issuing company fiom 
holding the nghu is the differential between 
die ex-rights price, that is, the market price 
per share after the righu are issued, and the 
subscription price of each new share. This 
benefit is positive as long as the ex-righu 
price exceeds the sulucription price. 
Therefore, by setting the subscription pnee 
sufficiendy low. this benefit can be made 
virtually certain, inducing the current 
shareholders to exercise their righu and take 


up thenew issue. E^vdently.ifashanholAk 
does not exerdse his rights, or does not Nil 
his rights to another shareholder who tutT 
exercise die rights, his wealth is reduced^ 
the market valueof the rigjhu. By nuddutm 
cost appropriately high threugbasafllGreu% 
low subscription price, dw probabfl^ 
the failure of a righu Issue can be Mdi 
arbitrarily small. Though there we a Isift 
number of shares outstmding after the tone 
for any sharehirider who exMCises die ligjhti 
the pro ram ownership of the ooiporMioi 
remains the same as before. There is M 
economic baris to suppose that the alodc 
qilit effect of a righu ofMng by itsetfett 
cause valuation losses and no enqdfiet 
evidence to indicate that investors general^ 
consider stock-s|diu as bad news, nutbsr. i 
the entire new issue, for whaleva reason, I 
not subscribed.astand by underwriter canbt 
contracted to take up the remaining shares e 
the end of the subscriptkm period. Thougi 
diis rrill require some cost, the resuldi^coi 
will beconsidetably less than theunderwridn! 
cost for the full issue. * 

A new issue invdves a number of odiet 
usually smaller, expenses r^uired. fo 
advertising, printing and mailing of isstt' 
prospectus and share ^licadon forau 
registration of shares, listingoftheissuewit! 
an-exchange, and printing and mailing « 
sharecertificalesandidundordeis. Nom^ 
these expensro are also considerably Ughe 
for a public issue than for a rights issue 
According to the informal estimates supplie 
by the ICICT. one of the leading merchar 
iMuilting houses in India, the other expense 
may add up to 3.5 per cent of the issu 
pitxreeds for c public issue of e^ity <riRs 5 
crore and above. The corresponding figui 
for a rights issue of the same size is lei 
defiiute bin appears to be around 1.5 per cenL 
On balance, if a corporation has the cbmc 
of raising a certain amount of long-ten 
capital tl^gh either a public issue or 
ri^iuissueoflong-terms6Cunties,thepabli 
issue method will have the advantage i 
certification but, at the same time, nnta 
appreciably higher costs. Since the ‘tel 
insurance’ of the success ofa rights issue 
virtually cosdess, die difference in itsi 
costs of a nghts offering and a publ 
offering of the same size and same certaini 
of issue success can be siibsuuitial. Fi 
example, for a Rs SO crore offering of ne 
equity in India, the cost differenual can be. 
high as 6.6 per cent of the issue proceeds 
the rights offenng is not managed by 
merchant banker, 0.6 per cett going towa 
merchant banking fees, 2.5 per cent towa 
undervmung commission, 1.5 per cent towa 
brokerage fees, and around 2 per cent beii 
accounted for by the other expense^ 
Documented evidence indicates tlM tl 
differential is substantial, though somewli 
lower, also in the US capital markets." 

Conceivably, the differential between t 
actual total costs of the two issue methodst 
even larger. There are implicit cs indin 
costs associated with each method which a 
by their very nature, harder to estimi 



^precisely. Even so, it would appear that they 
^iire, like direct costs, appreciably higher in 
'Mtc case of public issues. Although no 
tjiystematic study on the subject has been 
(/tuKleitakcn in India, the existing studies in 
rjthe US have identified principally two types 
t'^indirect costs associated with offerings of 
(‘long'term securities: underpricing and 
.jpegative reaction in the secondary market, 
(il^rpricing occurs when the offer price for 
the new issue is set below its true price or the 
^price the market can bear. No matter why 
i underpricing takes place,underpncing cost 
, adds to the direct floatation costs noted 
’ Ibove. Measuring the extent ot underpricing 
lay the level of the offer price relative to the 
'flosing price on the day immediately 
.'following the otfenng, various studies have 
' round that, on an average, underwritten issues 
i)f industrial corporations in the US are 
t snderpriced and that the magnitude of under- 
tpneing is statistically significant [Eckbo and 
'Masulis 1989; Smith 1977], Underpncing, 

‘ wwever, is not an issue in the case of nghts 
»offerings as long as the nghts are excrc^ised, 

I here being no change in the pro rata 
i' ownership of the corporation for the current 
• ihareholders. In fact, as we have discussed 
.ibove, for a rights issue to be successful, the 
.' sffer or subscription price must be lower than 
. he ex-rights price. 

! The other component of indirect costs, 
punely. ob.servcd decline in the price of a 
wrporation's outstanding stock in the 
iccondary market consequent to the 
j.innouncement of a new offenng, can be very 
' iseabie. The studies on the subject in the US 
' tave found that negative secondary market 
Reaction toofferingsofnewcquityby existing 
' iraporations is pervasive regardless of the 
' iffering method employed.*' However, the 
'^legative market reaction to public offerings 
]ias been found to have twice the magnitude 
Ilf the reaction to otherof'erings by industrial 
IWporations (Asquith and Mullins 1986; 
Maiulis and Korwar 1986; Eckbo and Masulis 
t 989]. In the case of offennp by public 
j4iiities aiso, market reacuon appears to be 
jiiQre negative to underwritten offerings than 
oUier offerings. Since the price decline is 
-.pread over all existing shares, the cost 
duplications of an adverse market reaction 
dll) be huge. A 3 per cent decline attributable 
% the announcement of the new offering, 
ahich is the observed average decline for 
^derwritten offerings by industrial 
pporations, translates into a toss equivalent 
D 30 percent of the gross proceeds if the size 
Vthe new issue is a^ut a tenth the sizeof the 
htstanding equity. 

fAlthough no systematic empirical study 
rathe magnitudeof eitherof thetwo types of 
tKiccf costs of new issues in India exists, 
ere haye been enough reports in the financial 
ess, and many expressions of concern by 
e regulatory authorities, to suggest that 
Merpricing is a persistent phenomenon. In 
ct. prior to the re|wal of Capital issues 
!lXUiQl)ActonMay29,1992, the prescribed 
stem ofdetermining the price of new issues 
'equity was designed tomake it significantly 


downward biased relative to actual market 
value.** The SEBl guidelines currently in 
force permit, within certain restrictions 
applict^le largely to first public issues of 
new or existing private and closdy held 
companies, ‘freepricing'whereby theissuing 
company isempowered to decide on the issue 
price in consultation with the lead merchant 
banker.” The extent of underpricing under 
the new policy will probably go down and 
gravitate towards the level obamed in other 
countries. 

m 

Choice of Offering Methods 

As we have mentioned above, ail 
documented evidence in the US indicates 
that, in spiteofasubstantial cost disadvantage, 
public issues are an ovnwhelmingly more 
popular method of raising long-term capital 
than rights issues. Although relitdile data 
regarding patterns in security issues in India 
is scarce, on the basis of ourexisting evidence 
as well as conversations with corporate 
finance professionals it appears that public 
issues have been a more important capital 
raising method in India also. One of the 
present authors [De] has researched the 
probable causes of this apparently puzzling 
phenomenon in a general context and 
examined the implications of the general 
model for the US capital markets. 

It has been recognised that markets for new 
issues are likely to have serious Akcriovian 
information asymmetry problems. It is in the 
nature of these markets that the issuers will 
know more about the quality of their issues 
than the outside investors. If anything, this 
problem is likely to be appreciably more 
acute in Indian capital markets than in their 
counterparts in the US. It makes sense to 
argue that in these markets the issuers will 
choose the offenng method, out of the several 
available, which will be the best for them 
given the private information held by them. 

Given asymmetric information in the 
markets for newissues,De and Nabar(I991b; 

1992) have focused on thecertification aspect 
of the underwriting process as being the key 
to the issuing corporation's choice of the 
offering method. They have noted that the 
public issue process has several distinct parts: 
namely, origination, certification, marketing 
and underwriting, and distribution of the new 
issue. However, all offerings require 
origination, marketing, and distribution. 
Fu^er, as we have noted above, the insurance 
of issue success offered by underwriting, 
while undoubtedly important, has to Im 
viewed in relation to the fact diat a rights 
offering can provide virtually costless self- 
insurance. However, certiBcation, which 
usually involves extensive investigation 
and audit of the issuing firm’s activities, 
frequently with the help of legal, audit, and 
engineering experts from outside the 
corporation, is one function thm appears to 
set public issues apart from the other 
offering methods. The other offering 
methods usually do not incorporate similar 
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of evduidion yvouldbepoteatially highiaidH' 
asymmetric information between the 
managers and other insidets of the issuing 
corporation and all other investors incinding. 
perliaps, the current shareholders.** 

In their work, De and Nabar poituhae, 
realistically, that the certificatiM process is 
noisy but efficient. Any on all of the 
componentsof what constitutes the investi^ 
lion and audit of the issuing firm, including 
external opinion sought a^ o^ned, can 
contribute to the noise in the merchant 
banker’sevaluation. However, though ahigh 
quality issue may not always secure a 
favourable evaluation, or, for ^t matter, a 
low quality issue may not always olftain an 
unfavourable evaluation, the ev^uatirm of a 
truly high quality issue is more likely to be 
favourable than the evaluation of a low 
quality issue. 

In this setting, given imperfection of third- 
party evaluation, the issuing firm's choice of 
the offering method also has an information- 
transmitting role. The market beliefs and, 
consequently, market values in this model 
are conditioned by what the issuing him 
conveys through its actions and wlut the 
merchant banker conveys through bis 
findings.” Thus, if twotypes of firro (or, 
equivalently, issues), high quality and low 
quality, exist in the market though their 
respective quality levels are not directly 
observable to the outside world, and if they 
can freely choose between the two offoing 
methods, two outcomes are possible: (I) if 
ttie cost di fferential between the two methods 
falls below a certain level, a pooling outcome 
in which all firms opt for merchant banking 
and the public issue process; and (2) for 
higher differentials, a semi-separating 
outcome in which all high quality firms opt 
for public issues while low quality firms 
follow a randomised strategy. Hi^ quality 
firms, with a higher likeliho^ of obtaining 
favourable certiricadon for their offerings 
expect to fetch a higher market value to thdr 
issues if they choose public offering. Since 
the cerdfication process is ifoisy, some low 
quality firms also o|K to public offering with 
a view to benefiting from the noise and 
possible misclassification. However, as more 
and more low quality firms choose public 
issues, the expected value of a low quality 
issue in this pool is diluted and, given a 
sufddentiyhi^costdiffeiential.is eventually 
no higher than what could be obtained from 
arights issue which is uncertified. Asaresult, 
in the second equilibrium the low quality 
firms at the margin are inttifferent as to the 
choice of the method and, consequently, 
randomise between the two issue methods. 
Ibis result could be reinterpreted by saying 
that while a proportion of4ow quality firms 
choose public offering, the rest will choose 
the ri^ts method. It can be shown that this 
proportion is unique, given the parameters of 
the system such as the differential between 
the costs of the two issue methods. 

It should be noted that the second 
equiltoiamisinformatitmallymoieefficieoi 




. thiit Itt tti^ second 

e((UiiiM^ bw quality firms are paitiaUy 
separated fromliiji^ quality fmns in thatany 
film making a rights, offering is omrectly 
identified as a low quality firm, while both 
typesdffinnsroaymakepubiicofferings.By 
contrast, in the first equilibrium there is no 
separation between firm types at all; all firms 
make an identical choice. The second 
equilibrium is also more consistent vrith 
ennpirical evidence than the first, since the 
tights method is used in practice to maricet a 
positive, though small, proportion of new 
issues. In temts of our analysis, it would 
appear that, empirically, relative costs of the 
two issue methods are appropriate for the 
second equilibrium to obtain. 

IV 

Implications of SEBI Guidelines 

Wenowconsidertheimplicationsofcotain 
SEBI guidelines for the two offering methods 
in the light of our discu-ssion in Actions II 
and in above. 

In terms of the guidelines for merchant 
bankers issued by the government of India, 
ministry of finance in l^,"anissues should 
be managed by at least one authorised 
merchant banker functioning as a sole 
manager or the lead manager. Subsequendy, 
the SEBI has clarified that the guidelines 
cover public as well as rights is.sues, (hough 
in the case of rights issues of smaller skm, 
implying issues of Rs 50 lakh or 1ms, the 
issuing conqrany will have the opuon to 
manage the issue itself art hrpugh a merchant 
banlc^c'^ AoGonfin^y,Tor:iill issueis abcM' 
Rs"^ laldi nmtiagemciu by^fm^authoriseil • 
merctnnt banker is Inahd^tory. It may be 
noted dtat the guidelines in effect cover all 
issues, since ri^ts issues smaller than Rs M 
lakh are exee^ingly rare, in fact, in the 
month of November 1992. the last month for 
which tius information is available, the 
smaHeit rights issue was exactly Rs 50 lakh, 
while the average issue size was as lar^ as 
Rs 2,941.75 lakh». 

Separately, the SEBI has advised that in 
the case of rights issues lead managed by 
merchant bankers, they should submit a due 
diligent certificate to the SEBI. Together, 
the two guidelines have made merchant 
banker certification of effectively all rights 
issues mandatory in India. This is a marked 
jieparture from the regulations in other 
countries where rights issues typically do not 
require such ceRification. 

Undoubtedly, the SEBI guidelines in this 
respect a(e-well«intention^ and meant to 
enhance investor prometion. However, they 
ate open to problems of design as well as 
enforemnent in the usual set-up where more 
expensive public issues, managed by 
investiiient bankers, are ceriified for quality 
nd the less expUlisive rights issues are not, 
the issuing company, by its deliberate act of 
opting for one or the other method, conveys 
vsJuiMe private information to the test of 
thentfrket: As outHMed in Section III above,' 
aO other things being the same, a corporation 


with a high (ptiriity issue will be more 
inclined to sedc ceRification than a low 
quality issue. However, since both public 
^ rights issues require certification than a 
low quality issue. However, since both public 
and ri^ts issues require (Unification by 
merchant bankers under the new SEBI 
guidelines, the only remaining difference of 
consequence between the two offering 
methods is the fact that public issues need 
costly underwriting for issue success while 
rights issues can virtually costlessly 
guarantee it. Separately, as pan of its 
guidelines for disclosure and investor 
protection, the SEBI has made full 
underwriting mandatory fora public issue.*' 
Hence, between a public issue with full 
underwriting and a rights issue of the same 
size, the differentia] in total i.ssue costs will 
include the cost of full underwriting as well 
as the other costs which, as we have seen in 
Section II above, are also appreciably higher 
forapublicoffering. Provided all other things 
remain the same, this is likely to result in a 
shift of corporate preference from more 
expensive public issues to less expensive 
rightsissues. One can think oftwoundesirable 
consequences of this development. 

First, while in a public offering the issuing 
corporation seeks to approach the entire 
investing community, in a rights offering it 
focuses only on its cuirent shareholders. A 
shift from the former method to the lager will 
be a regressive step in view oif an impoRant 
goal of the current financial sector reforms 
in India, namely, to have the corporate sector 
.ra|w ek^mal funds increasingly from 
J^vIMiinvririmiand.iridreprooess.achie^ ’ 
p^dpadmim capital maricet 
aefiVifiei. This goal, which has been 
artiCifiaiedmany times by variousgovernment 
sources, is intended to nxiuce the traditional 
dependence of the corporate sector in India 
on spedri financial insdtutions owned and/ 
or controlled by the govermnent, including 
the IFCI, IGICI, IDBI, and other national 
and stole-level institutions, tbr the bulk of 
its long-term capital needs, often on 
concessional toms. At we have noted in 
Section I above, in the process the finandal 
institutions have come to acquire consider¬ 
able equity stakes'in major Indian 
corporations. A recoit survey of institutional 
holdings in the financial press indicates 
that the special financial institutions own 
between 35 per cent and 66 per cent of the 
equity in each of the 25 largest private 


corporations in India.** Under the 
stances, a rights offering by an 
coloration involves, in a large meatliie;- 
going back to the same finandal institution^'' 
and through them to the government, 
more capital participation. 

Another, and a potentially more aeriouiiV 
problem witii this set of SEBI guiddiiwa ii< 
that there is a very real possibility that thiq/; 
will result in making the capital maikett iw. 
India informationally less, rather than imm;; 
efficient. In other words, their effect winiior 
precisely the opposite of what the reguliMNyt 
authorities have clearly intended ta 
accomplish by requiring third-part;^' 
ceRification of all offerings. With riglK| 
issues costing appreciably less than put^' 
issues while boto types of is«ies cany ftwi^ 
merchant banker's certification, the lo^c 
the arguments in Section III above in^catei 
that all issues will be li^ts issues and 
resulting equilibrium will be a pooling: 
equilibrium where the pool will consist of 
only righto offerings. However, as we have 
noted in Section HI above, a pooling 
equilibrium is less informative than a send-' 
separating equilibrium vritere both types of 
offerings are made. While the lattet! 
equiliMum allows for partial separatloB 
between different types of issues in terms 
quality, the former permits no differentiation 
at all. In this sense, the new situation If' 
informationally less favourable for th« 
investors than the normal scenario wheRi 
only public offerings require certification, 
feature which, coupled with a suflldei^l 
high, ^ost differential, reaulto in a seinii ' 
separating equilibriumfseeSectioninilhoi^ 

Thearguriientbehindtiteidxrveobseryitidt 
can be stated as follows. A righto offerint 
with cotification offers as much as a pidilk 
offering with full underwriting, butat alowto 
c(»t. As a result, the issuing corporationi 
which would previously qx for a pu^ 
offering now decide in favour of a ri^: 
issue. To that extent, there is no net 
dtherin the total volumeof certified offerim 
or in the information generated for rai 
investing public. However,|the low qualif; 
issues which previously would not g( 
through the process of certification, the cos. 
being too high in relation to the possitdi 
gains fiom misclassification.'and would b 
recognised as low quality issues as a result 
have now access to certification through 
low-cost rights offering. The certificatia 
process being imperfect, sortK of them wii 


Tabu; New Caittai, Issues av NoN-GovEitNMEirr Pusuc Umtteo Companies in India 

{Vobune in Rs cron , 

April 1989- ~ April 1990- April 1991- .Match 1992- 

Mwdil990* Match 1991* M «ch 1992* ftbiuani I99y 

No Vduim Per No Volume Per No Volume Per No Volume 

Cent ft Cent Cent Oh 

PaUictosiiei 190 3,140 48,5 152 2.04S 48.4 210 1,904 33.1 327 5,404 31/ 

Rightoinnes 218 3J33 SI.S 211 2,185 51.6 306 3.847 66.9 447 l\,m 68 

Total 408 6,473.100 363 4,230 100 516 5.751 100 974 17330 1(' 


Son/ter. * Reserve Bank Of In^ ifnnual Review. 1991-92, Appendix, Table V 4. 
** Praxis Consulting and Infotmation Services Ltd. New Delhi. 



MCttK k higher claailflcatian Ilian dwy merit 
me that, forthem, them iiiwcoriesponding 
of being misclassified lower than they 
ltMive).Tothat extent, infomutionavulaUe 
> the potential investors will be vitiated. 
We have argued above that the SEBI 
aideiines on merchant banking aiedesigned 
p induce a shift in corporate preference from 
jubiic offering; which has traditionally been 
aertu^ method ofraising long-term capita] 
yindia, to rights offering and noted some 
iraUe implications of this develop* 
«. There are indications that, in a good 
the shift has already taken place, 
table presents evidence in support of this 
irvation. In 1991-92, there was a sharp 
'krease in the share of rights offerings in the 
.kal volume of new capital issues, from a 
.Itle over a haif to almost two-thirds. It may 
I s noted thM 1991-92 was the ftrst financial 
following the SEBI directive, issued in 
^mtember 1990, which explicitly made 
'|inagemeni and certification by a lead 
,jHclwu banker mandatory for ali rights 
ferings. Preliminary evidenceindicates that 
, b shm of rights offerings has gone up even 
>||^in I992-93.ThisincreaseisespwiaIly 
I mficant in view of the fact that the total 
'flume of new capital issues has itself 
' Jmased considerably in each of these two 
' lars. In its lajst annual survey of Indian 
markets, the RBI has highlighted this 
' Velopment, but has not attempted an 
ijdysis of the underlying reasons.’' 


‘recommendations and Conclusions 

priorities of a national regulatory 
i^ncy like the SEBI may appear occasionally 
•^flict with each other. Investor protec- 
.|i and smooth and efficient functioning of 
•‘^4tal markets are two examples of such 
Iprities. In a genuine conilict, one could 
J enough Justification for the SEBI to 
iphasise investor protection at the expense 
Mpiial market efficicn^. However, at a 
Vpv level of understanding and analysis, a 
^ftici of this nature is often more illusory 
^real. In fact, in manycases what promotes 
^(al market efficiency is also what 
M^ely enhances investor protection. This 
Rsinly is Ihc ca.se when market efficiency 
uists in reduction of asymmetric 
limaiion between the management of the 
nng corporations who typically have 
information about the quality of 
issues and the rest of the maricet 
Icipants who u-sually are not privy to it. 
bly. the latter arc better protected as they 
{fum informed. This observation has two 

E lions for regulatory action. First, a 
ory control on normal market 
isms initiated in the mistaken notion 
lering belter protection to investors may 
Mnter-productivc and. if so. should be 
fed. Second, it is important to promote 
^ mechanisms which improve capital 
et efficiency by mitigating asymmetric 
mation problems, because it ultimately 
Is in St under investor protection. 


In our recommendadcMs. wehsvd 'f^ 
guided by theae two consideratioitt. A prime 
candidate for the application of the tirtt 
principle is the SEBI guidelina which hM 
made management byaleadmer^antbanker 
and ceitiflcation mandatoiy for right! issues. 
Though this particular SEBI guiMine was, 
undoubtedly, intended to generate more 
information about the ipiality of the rights 
offerings, as wohave discussed in Section IV 
above it is likely to have r^lod in less 
information being availaUe lo the inveiton 
at large to help them in ihdr investment 
decisions. To correct this problem, we 
recommend repeal of the regulation in 
question and suggest that management and 
certification by alead merchant bardeer should 
not be lequM for rights issues. In other 
words, we recommend that, in this r^ard, 
the regulatory system in India resemble the 
system in the US and elsewhere. 

The second consideration, namely to 
suggest measures which would reduce 
asymmetric informatim in capital markets 
aiid thereby enhance investor protection, has 
prompted us to look at a related SEBI 
guideline. This is the guideline (see note 30) 
which has made full underwriting mandatoiy 
for a public issue. The same guideline also 
lays down a minimum 90 per cent subscrip¬ 
tion rule. If an issuing company does not 
receive 90 per ceiM iff the issue from public 
subscriptions plus accepted commitments 
from tlw underwriters within I 20 daysoflhe 
opening of the issue, the company is required 
to refund the subscribed amount. This part of 
the guideline is apparently based on the logic 
that unless a firm is able to raise a substantial 
paitoflhecapilal requited foraproject, it will 
not have sufficient funds lo undertake the 
project, in which case it should refund the 
money which was contributed in the bdief 
that the project will be undertaken. However, 
given man^tory full underwriting tins part 
of the guideline will be triggered ^y if one 
or more underwriters renege on iheiraccepied 
commitments. In this case the issuing 
company itself merits protection, not 
punishmenL 

In its present fimn, this guideline is 
unquestionably difficult to justify. The 
simultaneous imposition of intuidaioiy full 
umferwriting and 90 per cent subscription 
rule IS not only unnecessary for investor 
protection, it also imposes significant 
avoidable costa on the issuing corporations 
and perhaps alsoon the le^auxy authorities. 
However, suitably modiftod the guideline 
could be used to improve capital market 
efficiency.reduceofferingcostsforthe issuing 
corporations and. at the same dme, enhance 
investor protection by generating more 
reliable information about the ipudity of the 
issues. The following modiftcation could be 
proposed. Continue the 90 per cent 
subscription rale but make it stronger and 
have the issuing corporations refund the 
subscriptions with a penally, the amount of 
the penalty in each case being proportional lo 
the extent of the shortfall 90 per cent. 
Given this provision, underwriting could be 


ffar the 
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highi or 

Bt^ iIn^- priWIie iftfbmuidjw about'the 
qiHdity onh^ iilwaa, a lour level 
a high quality. Hie ocMporadon tbai are 
confldettftffafavtwraUeniariMiteipQdieio 
their offeringl would benefit from' ihit 
provision and Mve eonskleiUble luue eoma 
now eaten 19 tqr underwriting fees. It may be 
recalled ttom ouedisewrion in Seetien^ 
above that the undenivritiiitfeeiioindie me 
based on the ameunf iff the now offering 
being underwritten, and noton the amount, if 
any. being eventually picked up by the 
underwriters. A corporation which clgioses 
underwriting for 10 per cent of its issue will 
have itt unArwriting costa reduced (p 0.23 
per cent of its issue proceeds ftom the present 
level of 2.S per cent nirther/reg^atory 
supervision would be necessary to ensure 
compliance with one requirement rather than 
the two under the current guidelines. This, 
too. would presumably result in cost savings 
for the corporations as well as the regulatory 
authorities. FuMlIy, the provisirm of refund 
of subscriptions with apenaity based on the 
extent of the shortfall will coiistituieacheck 
on the possible tendency of the issuing 
corporations to signal fallely, because the 
potential cost would be higher for low quality 
issues than for high quality ones.** 

A distinguishing feature of the above 
recommendmions is that tliey substitute, for 
the most part, market mechanisms for 
government regulations such as mandatory 
certification for rights issues and mandatory 
full underwriting for public issues. It may be 
noticed that we have recommended the 
substitutions not because we take the position 
that government interventions are in general 
inferior to market forces in achieving most 
economic objectives but becaiise, in the 
present case, the SEBI's objective of 
improving disclosure of private information 
and investor proiectioii can be achieved in an 
economically moreefficient way through die 
market mechanisms suggested above. To 
make our case, It has not been necessary for 
ustoappealloai^ofdiewdlknownccononife 
and extra-economic arguments whfeh may 
be invoked against government intervoMions 
in general. Having said that, we must mention 
that at least one of them is very relevant to the 
present case. As Kruger (19i4) has pointed 
out,aieguiaiion,onceinmDduoedasaicapaaie 
to a real or perceived crisis, induces the 
regulated parties to attempt to circumvent it, 
which in turn motivates the regulatory 
Mithorilies to intensify the regnialion or 
introduce additional interventions. Since the 
regulations in the present case may fell short 
of thdr goals, it may veo^'wdl result in 
escalation of controls and regulations. The 
experience with regulations in other sectors 
of the Indian economy provides little 
assurance that it will not hi^pen. 

Notaf 
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1 The Seentides and Exchange Board of India 
Act. 1992, Chapter IV 

2 Theannualsorveyofcapitalmaikeu in Indio, 
undertaken by the Reserve Bank of India and 
published in its annual report, provides 
nggiupnve data on the lu^t 

3 AveryieoentarticulationofthisgoaJisfound 
in the Pre-Budget Economic Sufv^, pr esen t ed 
topBriianientinFebraaiyl993bydieministiy 
or^dnanoe. which recommends, among other 
dungs, that Hie corporate sector will have to 
be encouraged to raise resources incieasingly 
from the marker 

4 82perceniofaflequiiyoRenmbyoompanies 
inineUSduniigtiiepaiod 1963-81 were public 
issues, the other ISperoembeiimnghis issues 
DBckboaiidMasahs 1989] Further, fully iwo- 
diiids of the nghts issues had a ‘stand-by’ 
■mderwntmgamngemeni whereby they could 
be sold to the public at large if they were not 
taken up by the existing shareholders 
Conesponding data for Indiau available only 
for more recent years see Section IV 

5 SeeSeciion4(g)oflheGuidelinesforMen;hant 
Bankers, dalM April 9.1990, issued by the 
ministry of finance and subsequent 
nottficadons on the suhect by the SEBl See 
also our disciission m Section IV 

6 Toensureaduectstakeintheissueumleriheir 
management, the lead merchant bankers ore 
requiM under the new guidelines lo accept a 
mmtmumofSperoeniunderwnbngobligaOon 
ui the issue (see the Guidelines for Merchant 
Bankers. Section 4(h). Apnl 1,1990, issued 
to the ministiy of finance), sulgect lo aceiling 
TneSEBIhassttbsequendydeoeedinotirica- 
OonNoF&IIl'MBm-SEBI.January 2.1992) 
that the outsUuiding commitments of any 
nxhvidual merchant bunker should not exceed 
five times his net worth at any point in time 

7 This mode of underwriting IS comparable to 
what IS known in the uS os 'stand-by 
underwnting', m the sense that the underwnter 
stands by to see ifthe public will subsenbeto 
the sharm in the first place In terms of the 
underwriter's liability, this particular 
arrangement stands somewhere between a 
‘fiimcommnmeni underwnting’ arra ng ement 
and a’best efforts’arrangement As ns name 
impiies, undera firm commitment underwrit¬ 
ing amingeinent the underwriter provides an 
expikii guarantee, a firm commitment, that 
the issue will be marketed The underwnter 
actually purchases the new issue from the 
issuing corporation at an agreed-upon pnee 
amt ihM otfen it fat sale to the investing 
pubUcoohnownaccount Thespreadbetween 
die pnee paid to the corporation and the 
offeniu price to the public constiiuies the 
balk ofms compensauon Onihe other hand 
under a ’best efforts’ arrangemeni an 
mvestmeni bank, without guaranteeing any 
lesoits. undertakes to sell as many of the new 
shares as possible at an imrecd-upon pnee It 
should be noted that neither of the above two 
undawnung airai^ements are prevaloil in 
India Byeontnst.however.firmcommiiment 
undarwiinng IS by far the roost popular mode 
of puUic issues in the US, accounting for as 
nindiaf82perceatofaDpuUicusuesand88 
parcentofaB iin deiw n iisnissues ’Besteflons* 


srraimemenis are. on die other hand, used 
ei^irtively to maiket imtia) public offerings 
of small companies 

8 SeeSectiont4(i)aiid4(])ofiheGutdeline8for 
Vterchant Baidcers, Apnl 9,1990, tnued by 
ihemimsiiyoffinahce 

9 As Its name implies, a nghts issue with a 
stand-by underwnting arrangement is a cross 
between the two methods Like the rights 
method this method offers pn vtlegedsubscnp- 
tion rights lu the current shareholders 
However, under this arrangement on under¬ 
wnting syndicate is hired to ’stand by’ dunne 
the suDscnption penod and to ’uke up’ afl 
unsubsenbM sham at the end of this penod 
at the subscnplion pnee Typically, the 
compensation of the sjmwate consists of two 
distinct eleinents an initial stand-by fee and a 
take-up fee proponionol to the number of 
shares token lyi and resold 

10 We are grateful to M K Jiuoo of the ICICi, 
Calcuna, for shonng this information with us 

11 In the mosicomprehensl veetimincoi study on 
the subject, Eckbo oikI Masulis (1989) found 
that the ratio of total direct costs to gross 
proceeds was 68 per cent in the case of 
underwritten public offenngs.4 27percentm 
the case of nghts offenngs with stand-by 
underwnting based on the observed average 
take-up of S per cent of the issue by ine 
underwriter, and I 68 per cent m the esse of 
pure nghts offenngs ror public uolmes, the 
ratios were4 36percent,2 31 percentsndO 6 
percent, respecuvely Other studies have also 
noted significantly higher direct costs in 
underwniten offenngs 

12 Amongotherreasons.ithasbeensuggestedin 
the literature that the underwnting syndicate 
resorts to underpncing m order to favour 
preferred customers and to be able to market 
the issue with certainty 

13 For a discussion of some of the possible 
explanations forlhe observed negative market 
reaction, see Smith (1986) 

14 Under ibis system, the Controller of Capitol 
Issues used lo omve at the ‘fair value’ of a new 
issue of equity on the basis of ’net asset value' 
(NAV), ’^ce earnings capiuilisation value’ 
(PBCV), and market value of the issue Ifthe 
Bvero|e of NAV and capitalised at a 
specified rate, fell short of maixet value by 
las than 20 per cent, the average was regarded 
asafairvalue In other words, as much as 20 
per cent undervaluation was considered 
acccpuble Since revaluation of fixed assets 
was not ordinarily permuted for NAV 
computation, the average was usually an 
und^limate of the true vnlue 

15 SeeSEBIguidelinesfordisclosureandmvestor 
protection vide GUIF No l/SEBI/PMD 92- 
93, June 11, l992,aiidtheclanfieaiionsissued 
thereon 

16 Baron(l983),BeBtiyandRilter(l986).Booth 
and Smith (1986), Hansen (1986), and Rock 
(1986), among others, have (bawn attention lo 
Dus featureoftheunderwntingprocess.ihough 
they have not specifically considered its 
significance in the issuing firm’s choice of the 
offenng method 

17 In this regard, their work draws on their study 
of the economic implications of costly and 
imperfect quality evaluation in a general 
frainework (sec De and Nabar 1991a] The 
ensuing capital raising game betsreen the 
informed insiders of the issuing firm and the 
uninformed outside invesion is somewhat 
different from and more complex than 
standard signalling games, not the least 
because it incorporates two states of nature 
one, the uniertain issue quality, and, two, the 
unkcriam underwriter s findings which are 
imperfectly correlated with issue quality and 
ore not observable before the choice of the 
offenng method is made 

18 VidedrcularNoF I(44)SE/86l>llll,Apnl 
9. l990,Secuon4(e) 

19 VkfeSBBIpressreleaseNoF8(IOl)MB/9l, 
July 23,1991 


20 Frime, a newsletter puMidted by Fraxis 
Consuliuw and Informatum Semm. New 
Delhi-110019 

21 Vide Qreuiar No OL/IP No l/SBBVPPMD 
9^93, June 11,1992. 

22 See 'Cotponle Dossier' in The Ectmmnic 
Tmts, June 19,1992 

21 “A miuked feature of the new latue maiicel 
dunng 1991-92 was the substantial rise ki 
nghts issues” (Reserve Bank of Indta Annual 
Report. 1991-92, p 64) 

24 It may be noted that the scheme We mb 
proposing here is essehually similar to the 
much discussed model of insunnee contradii 
under asymmetric informalleB where 
healthier insurees opt for a contraa With a 
higher deductible andalowar premium than 
the others Uee Rothschild andsdglllx 1976 ; 
Riley 1979, Wilson 198^ ArchasIng 
underwnting services is, after all, puicbuing 
insurance against n possible lacx of public 
response Given n suitable equilionum 
concept [Riiey 1979 ], this scheme may be 
shown to successfully separate different 
quality types 
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High Price-Earnings Ratio of Indian Stock 
Market and Investment by Foreign 
Financial Institutions 


Sidhartii Sinba 


This paper explores the high level of the price-earnings (P/E) ratio ofthe Indian stock market in the amtext of investments 
by foreign financial institutions. The measured P/E ratio may be high because of abnormally low earnings during 1991-92 
and the high P/E ratios of foreign controlled enterprises. Even after adjusting for these two factors the PM ratios is likely to 
be high relative to historical levels and relative to P/E ratios of other emerging markets. However, given its excellent 
diversification potential the Indian stock market may be attractive to foreign investors in spite of its high P/E ratio .' 


WITH the opening of the Indian financial 
markets to foreign financial institutions 
^ attention has focused on the valuation of 


stocks on the Indian stock market relative 
to the valuation of stocks of other emerging 
r markets as measured by their P/E ratios. As 
1 1 Table 1 shows the P/E ratio for the Indian 
Slock market at the end of March 1992 at SS 
•d was way above that of other countries, the 
next highest being that of Aigcntina at 31 
pf ciwse, this was before the scam disclo- 
!i|sures\and since then the P/E ratio has 
droppra to a^Mut 30. as of end November 
flj 1992. The increase in the P/E ratio seems to 
^have begun in July 1991, following the 
announcement of the government's 
d liberalisation policy, reached its peak in 
March-Aprii 1992 and has been declining 
since. However, as Table 2 indicates as of 
August 1992 the P/E ratio is still high 
'J compared to those of other countries. The 
d high P/E ratio cannot be attributed to high- 
^ er expected growth rate since India's esti- 
mated 1993 GDP growth rate of 4.5 per 
cent is at the lower end of the estimated 
growth rates for emerging markets. The 
currem P/E ratio is also high when com¬ 
pared to the P/E ratio of about a year ago of 
24. Presumably, the high P/E ratio would 
^ render the Indian equity market unattractive 
g for foreign investors so that the expected 
^ inflow of foreign funds would not occur 
^This paper argues that the measured P/E 
Cndio, based on the most recent reported 
I earnings, may be high because of abnormal¬ 
ly low earnings in the recent past. Perhaps 
die market does not expect this to continue in 
the future so that with more normal earnings 
the measured P/E ratio will be lower. In the 
process of carrying out this analysis we also 
identify certain patterns in the P/E ratio 
across firms. The most importent of these is 
the relatively high P/E ratio of foreign con- 
tolled companies vis-a-vis domestic com¬ 
panies. Rnally. we also show that given its 
superior diversification potential in an inter¬ 
national portfolio context the Indian stock 
market may be attractive for foreign investr 
ment in spite of its relatively high P/E ratio. 


The pap^r is organised as follows. Section 1 
presents the cdnceptual foundation for the 
signiflcance of fhe ,P^ ratio. Section 11 des- 
aibes the data squrcesfbrthestudy.Section 111 
examines the paftems in the P/Eratiosofthe 100 
companies in the Nabonal Index. Section IV 
analyses the relation^ip between foreign con¬ 
trol and P/E ratio.s/S^on V evaluates the 
diversiricatiun potential of the Indian stock 
market vts-a-vh the stock markets of other 
emerging markets trom the perspective of an 
US investor. Section VI concludes and pre¬ 
sents issues for further research. 


What Is P/E Ratio? 

The price-eamings ratio is defined as the 
ratio of current price to expecud earnings. 
The significance of the P/B ratio is derived 
from the perpetual growth dividend discount 
model for firm valuation. According to this 
the current price P, is given by 

„ DIV, 

. . 

(r-g) 

where DIV, is the dividoid expected next 
period which is expected to grow in per¬ 
petuity at rate g; r is the market capitalisation 
rate. As.suming growth is throu^ reinvest¬ 
ment of earnings it can be shown that the 
P/E ratio is given by 

h. _>- 

EPS, r-(l-b)ROE 

where b is the payout ratio, ROE is the return 
on equity and EPS, is the expected earnings 
per share. 

According to this a high P/E ratio implies 
a low expected rate of return, r, by bolding the 
firm's equity as in the case of a low risk flfin. 
However, a high P/E rmio is consistent with 
ahigh r if the payout ratio is low andROE> r 
so that the firm has a high growth rate through 
positive NPV opportunities. This would be 
the case with hi^ risk high growth Arms. 
Therefore, a high P/E ratio implies either or 
both a lower market capitalisation rate or 
more valuable growdi. Commonly repotted 


P/E ratios are calculated as the ratio of price 
to the most recent actual earnings and not 
expected earnings as the definition requires. 
Calculated this way the P/E ratio may be 
high, irrespective of the capitalisation rate 
and growth opportunities, if there has been a 
decline in earnings and the market perceives 
It to be transitory. Moreover, eamittgs per tiiaie 
isan accounting number and will be influenced 
by the accounting practices ofthecompenywidi 
respect to such items as depreciation and inven¬ 
tory valuation. Thus differences in P/E ratios 

Table I Comparative Valuations of 
Emeroino Markets—I 
(Bud Mareh 1992) 


Maiket _ Pricc-Eafnino Ratio_ 

This Quarter One Year Ago 


Latin Amenca 

Argentina 

31.72 

3.38 

Bnxit 

18.2S 

8.79 

Chile 

17.94 

11.36 

Colombia 

30.81 

11J2 

Mexico 

17.13 

13.43 

Venezuela 

26.95 

28.48 

East Asia 

Korra 

13.97 

19.07 

rhilippinei 

16.63 

30.24 

Taiwan 

23.31 

27.37 

South Asia 

India 

55.17 

19.82 

Indonesia 

15.25 

23.75 

Malaysia 

27.28 

24.83 

Paldatan 

12.78 

8.04 

Thailand 

20.60 

25.26 

Europe/Mideast/ 

Africa 

Greece 

14.71 

23.02 

Jordan 

12.05 

23.02 

Nigeria 

10.09 

8.33 

Portugal 

13.74 

17.94 

Turkey 

11.20 

21.82 

Zimbabwe 

5.37 

12.23 

Developed Markets 

• 


France 

14.90 

10.90 

Germany 

16.50 

13.60 

Japan 

29.30 

3SJ0 

United Suites 

24J0 

16.80 


Source: Emergiiig UarkeU Data Bate, IFC, 
WathingUo, DC 





nii^ be due 10 diffisreoee* ia 
piactleee even thouidi (bere ue no diffenn- 
CM in liik end growth opporomitiM. 

Empirical le^earch hai looked at fac¬ 
tors accounting (or difleiencM in RdS ratio* 
across companiM and the use of FVB ratio in 
security selectioo. Beaver and Morse (1978) 
in a study of the IVE ratios in the US find that 
the P/E ratios cmiielate negadvdy with the 
earnings growth in the current year and posi- 
dveiy with (he earnings growth in the su'bse- 
quentyear.suggMtingdiat investors are fore¬ 
casting only shoit-iived earnings expecta¬ 
tion. They also find that the P/E ratio can vary 
positively or negatively with market risk 
depending upon the market conditions in a 
given year. Therefore, risk also does not 
supply dw explanation for the P/E differen¬ 
ces across firms. They conclude that the 
(hfferencM in measur^ P/E ratios are not 
because of growth or risk but because of 
diffeiencM in accounting methods for such 
items as depreciation. 

Portfolio strttegies based on the P/E ratio 
have been analysed by Basu (1983 and 1977). 
These studies show that low P/E stocks tend 
to earn positive risk adjusted excess returns. 
This has been one of the more enduring 
anomalies in finance and many stock selec¬ 
tion strategies recommend using the P/E ratio 
for selecting undervalued stocks 

n 

Data Sources 

For the purpose of this study the sample 
IS limited to the 1(X> companies in the 
National Index. The current P/E ratio and 
cash P/E ratio is as reported in the Octo¬ 
ber 15,1992 issue of 77i« Economic Times. 
The earnings per share (EPS) and cash 
earnings per share (CPS) is obtained by 
dividing the closing price by the P/E ratio 
and the cash P/E ratio respectively. The 
EPS is the average net profit after tax per 
equity share and the CPS is the average 
cash profit, after adding back depreciation 
per share. Depreciation as a proportion of 
CPS is estimated by 1-EPS/CPS. The 
growth in gross profits, i e, profits before 
depreciation and taxes, is also obtained 
from The Economic Times. While the 
growth in net profits would be more appro¬ 
priate for the study this data is not available 
in The Economic Times and available 
for only 48 companies in the CMIB publi- 
cationa. Data on market capitalisation is 
obtained from the Stock Exchange Review 
of August 27, 1992. Finally, the payout 
ratio Is calculated as last year’s annual 
dividend as a proportion of BPS. Informa¬ 
tion on foreign control of companies is 
obtained from the CMIE publication,ifey 
Financial Data on Larger Business Units. 

Table 3 presents the descriptive statistics 
for the sample. The P^ntiots almost douUe 
the cash P/E ratio pointing to the significant 


nte of deprodMhm. Tjte avenge dividend 
yield is about I per cent which is leiativdy 
low compared to the dividend yield of mott 
other countrin. The PC ratio u of October 
1992 is almost 50 per cent higher than the 
P/B ratio of a year ago. 

m 

Pinttenis In P/E Ratio 

Table 4 presentt the correlation coeffi- 
dentsbetweentheP/Brafioandsomevaii- 
aUM predicted to be related to die P/B ratio 
on the basis of the perpetual growth valuation 
model. 

For the total sample, the P/E ratio has a 
significam negative correlation with the 
growth in gross profiu during the past year. 
This impliM that stocks widi reladvely low 
earnings growth during the year tend to have 
relatively high P/E rnios. This is consistent 
with the argument that investors perceive 
changes in earnings to have a transitory com¬ 
ponent and price stocks accordin^y. Thus 
the hi|^ P/E stocks will be those for which 
there is a negative transitory component, i e, 
the realised earnings was below expected 
earnings, and conversely for the low P/E 
stocks. 

This may also be applicable to the market 
as a whole, i e, the earnings overall may have 
been lower than expected resulting in a rela¬ 
tively high measur^ P/E ratio. 1991-92 was 
not a good year for the Indian industrial 
sector. The index of industrial production 
grew by only 0.1 per cent during 1991-92 as 
against more than 8 per cent in each of the 


previous three yeart.1n facX the index fbr t^ 
manufacturing sector declined by 1.4 per 
cent. This is also confirmed by die data on 
growth in profits available from the CMIB 
publication. Monthly Review of Ae Indkm 
Economy. Of the M companiM (iom the 
samfde, for which dataisavaiUblefhr lM*92, 
only 25 companiM had a posidvegrowib 
in net profits over 1990-91. Of the remaiiiiag 
23 companies 4 had a loss and 19 had g 
negative or no growth in net profits. The 
median growth in net profits was 5 pMoent 
Moreover, for 636 companiM in the private 
sector the growth in net profit, after uutrn and 
adjustment for non-recuiring income, was 


Table 3: Descmptive Stahshcs roe 100 
Companies in the National Indbx 


Variable 

N 

Mean 

Median 

Maiket capitalisanon 




(Rs crore) 

100 

902.48 

430.12 

P/E ratio (current) 

90 

36.60 

29.5 

P/E ratio (year ago) 

95 

24.00 

20.00 

Cash P/E ratio 

90 

20.36 

17.05 

Payout ratio 

Dividend yield 

85 

0.46 

0.37 

(percent) 

Oioss profit growth 

93 

1.3 

l.I 

(percent) 

89 

21.75 

20.00 


Source Data for market capitalisation is obtained 
from the Slock Exchange Review of 
August 27,1992. The cutreni P/B ndos 
are as of Octidier IS, 1992. The payout 
ratio, dividend yield and EPS growth are 
based on the most recent data for the 
previous year available ia October 1992. 


Tabu 2: Comeabativb Valuations of Emexoino Mabkets—H 
(Stock maiket capilalisatlon as of June 30. All other data August 30,199Z) 


Maiket 

P/E Ratio 

Maiket Cap 
(Billions) 

BSI930DP 
Growth 
(Per Cent) 

Ratetrf 
Inflation 
(Per Cent) 

Latin Amenca 

Argentina 

25 

20 

45 

20.0 

Brazil 

15 

47 

3.0 

600.0 

Chile 

21 

37 

50 

16.0 

Colombia 

- 

- 

- 

- 

Mexico 

11 

129 

4.7 

12.5 

Venezuela 

- 

- 

- 

- 

East Asia 

Korea 

16 

92 

7.0 

9.5 

Philippines 

12 

17 

4.5 

9.5 

Taiwan 

29 

134 

7.2 

4.0 

South Asia 

India 

29 

79 

45 

12.5 

Indonesia 

16 

12 

5.5 

7.5 

Malaysia 

18 

78 

8.5 

4.5 

Pakistan 

- 

- 

- 

- 

Thailand 

12 

43 

7.0 

4.4 

Developed Markets 

France 

14 

337 

1.5 

2.8 

Germany 

15 

392 

0.3 

3.2 

Japan 

38 

2100 

3.2 

1.8 

United Stales 

23 

3700 

3.0 

3.0 


Anim: Stock maiket data ftom Moigan Stanley and economic dau from J P Morgan, at reported in 


The Economic limes, November 30,1992. 
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tMily 13 per cent during 1991-92 as compared 
to 42 per cent during 1990-91. However, 
even with a 20 per cent expected growth in 
earnings over last year the P/E ratio would be 
lower only by about five points. Even at 25, 
the P/E ratio would be hi^ compared to the 
P/E ratio of other countries. 

Tlie other important correlation of the P/E 
ratio is with the depreciation^neasiure. The 
significant positi ve correlatton indicates that 
hi^er the defn'eciation tl|e higher the P/E 
ratio. This is consistent with the conjecture 
that differences in P/E ratios may be because 
of differences in accounting practices for 
such items as depreciation. 1^ this context it 
may also be pointed out that whereas the P/E 
ratio ranges from 9.2% 137.3 the cash P/E 
ratio, which uses the cash earnings per share, 
ranges only from 5.9 to 63.8. The standard 
deviation of the cash P/E ratio is also only 13 
as compared to 25 for the P/E ratio. Thus 
differences in P/E ratios may be because of 
differences in depreciation. 

Finally, tli^ ppsitive correlation between 
the P/E ratio and the payout ratio must be 
interpreted carefully. According to the per¬ 
petual growth model there is a negative rela¬ 
tionship between the P/F. ratio and the payout 
ratio if growth is financed internally and the 
return on equity is higher than the 
capitalisation rate. However, given that firms 
like to maintain stable dividends a lower than 
expected earnings may cause both the P/E 
ratio and the payout ratio to be high for a 
particular year resulting in a positive correla¬ 
tion between them Secondly, the assump¬ 
tion of internally financed growth may not be 
valid so that firms may have high growth in 
spite of high payout ratios. 

The results of a multiple regression analy¬ 
sis are presented in Table 5. Given the possi¬ 
bility of a spurious correlation between the P/ 
B ratio and payout ratio this variable is not 
included in the regression analysis. For the 

ai sample, the variables depreciation mea¬ 
sure, growth in gross profits and market 
capitalisation explain about 16 percent of the 
variation in the P/E ratios. The cocfiicients 
are significant for depreciation and growth in 
gross profits. 

IV 

Foreign Control and P/E Ratios 

About a third of the companies in the 
National Index are foreign controlled. The 
data confirms that foreign controlled com¬ 
panies tend to have relatively high P/E 
ratios. As shown in Table 6 the mean P/E 
ratio is 54 for the foreign controlled firms 
Uid about 28 for the non-foreign controlled 
Bims. This difference is statistically signi¬ 
ficant with t s 4.198. Thus the oveitdl high 
ffE ratio is partly accounted for by the high 
ratio of foreign controlled companies, 
hiis cannot be as a result of differences in 


depreciation because tlw depreciation mea¬ 
sure is in fact lower for the forei^ con¬ 
trolled firms. Moreover, the mean cash P/E 
ratio of foreign firms at 32 is also signifi¬ 
cantly higher (t = 5.888) than that for non- 
foreign controlled firms at 14.6. 

It is possible that differences in earnings 
growth has contributed to the difference in 
the P/E ratio between foreign and non-for¬ 
eign controlled firms. The mean growth in 
gross profits is 10.8 per cent for formgn 
controlled firms and 27.4 per cent for dome¬ 
stic firms and the difference is statistically 
significant (t » 2.313). However, the P/E 
ratios were significantly different even one 
year ago with a mean VIE ratio o^32 for 
foreign controlled fitms and 20 for non- 
foreign controlled firms. Therefore, it is un¬ 
likely that differences in EPS growth com¬ 
pletely account for the differences in the P/E 
ratio though it is likely that they have accen¬ 
tuated the difference. 


Anotlier possible factor aeoounting for the 
high P/B ratio of fwdgn conindled compa¬ 
nies could be the high P/B ratio of fordgn 
controlled drug companies. Among the for¬ 
eign controlled companies, three drug com¬ 
panies Pfizer, CHaxo and Sandoz have the 
three highest P/B ratios of 123,125 and 137 
respectively. However, even if these compa¬ 
nies are excluded the mean P/E ratio of 
foreign controlled companies is4S as against 
28 for non-foreign controlled companies. 

The difference between the foreign con¬ 
trolled and non-foreign controlled eiMerpris- 
cs is also refiected in the results of the regres¬ 
sion analysis reported in Table 5. The varia¬ 
bles depreciation, profit growth and market 
capitalisationexplainabout4I per cent ofthe 
variation in the P/B ratio of the foreign con¬ 
trolled enterprises but only about 20 per cent 
in the case of the non-foreign controlled 
enterprises. Moreover, the coefficient on 
growth in profits is not significant in the case 


Table 4; Cokrelation Coefficients between P/E Ratio and Other Variables 
(Significance levels in parentheses) 


Variable 

N 

Total 

83 

Foreign Controlled 

29 

Non-Foieign Controlled 
56 

Payout ratio 

0.28 

0.096 

0.68 


(0.009) 

(0619) 

(0.0001) 

Gross profit growth 

-0.332 

-0 298 

-0.287 


(0.002) 

(0.116) 

(0.032) 

Depreciation measure 

0.297 

0.55 

0.435 


(0.004) 

(0.001) 

(0.0003) 

Market capitalisation 

0.06 

-0.01 

0.192 


(0.603) 

(0 96) 

(0.142) 


Tabu S: Reoression Analysis 
(Regression co e Wteie n is with the t-statistics in parentheses) 


Variable 

Total Sample 
(Ns8S) 

Foieign Controlled 
(Na29) 

Non-Foreign Controlled 
(N«56) 

Intercept 

24.577 

20.199 

11.333 


(3.418) 

(2.012) 

(1.546) 

Depreciation 

36.547 

91.533 

35.624 


(2.555) 

(4.226) 

(2.594) 

Profit growth 

-0.242 

-OM6 

-0.079 


(-3.034) 

(-2.414) 

(-1.312) 

Ciqiitalisation 

0.002 

0.008 

0.003 


(1.473) 

(2.032) 

(2.317) 

Adjusted R^ 

0.158 

0.414 

0.195 


Notf. The dependent variable in each case is the price-eatnings ratio. 


Table 6: Descriftive Statistics for Foreion and Non-Poreion CoNraoixso Sua-Oaours 


Variable 


FDreien Controlled 

Non-Poreian Cdntrailed 

N 

Mean 

Median 

N 

Mean 

Median 

Maricet cafutalisation (Rs ctore) 

33 

795.75 

429.64 

67 

955.04 

430.59 

PIE (current) 

30 

54.06 

46.55 

60 

27.87 

25.85 

P/E^earago) 

31 

31.60 

28.10 

64 

19.87 

16.65 

Cash PIE ratio 

30 

31.96 

30.0 

60 

* T4.55 

13.9 

Depreciation measure 

30 

0.34 

0.31 

60 

0.44 

0.43 

niyout (per cent) 

29 

70.27 

48.1 

56 

34.25 

32.6 

Dividend yield (per eent) 

31 

1.48 

C.93 

62 

1.27 

1.14 

Profit growth (per cent) 

32 

10.86 

17.3 

61 

27.45 

XU 


Source: Information on foreign coniiol isobrained from the CMIB ptrithcatioo, Kty FbmeialDakiM 
Larger Business Units. 
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of noD-foreign coMnUed oiterpriMs. Thus- 
growth in profits appeals to be impoitant for 
explaining variation in the FS ratios of for* 
eign controlled companies but not domestic 
companies. 

The di fferences in the ratios of foreign 
and non-foreign controlled firms is interest¬ 
ing in the light of research in economics on 
the diffoentiBl performance of foreign con¬ 
trolled firms. Kumar (1990) compares the 
characteristics and performance of fdreign 
controlled and locally controlled enterprises 
across 49 industries. Using the Wilcoxon 
signed rank test he finds that the measures for 
size, profit margins, proportion of high in¬ 
come employees in total wage bill, degree of 
vertical integration, effective tax rate and 
liquidity are significantly higher, at the 5 per 
cent or higher level of confidence, forforeign 
controlled enterprises. On the other hand the 
measures for the R and D intensity, growth 
rate, retenuon ratio and leverage ratio are 
lower for the foreign controlled enterprises. 
According to the author, “The picture of 
FCEs that emerges from the analysis, there¬ 
fore, is one of relatively larger, more prosper¬ 
ous, vertically integrated, fund flush firms 
with better paid personnel.” TTw differences 
in the P/E ratios maybe related to these 
differences in firm characteristics. The study 
also mentions that in some industries such as 
motor vehicles, machiiM tools, man-made 
fibres and automobile tyres and tubes, load 
firms affiliated with large industrial houses 
with the complement of technology obtained 
on licensing basis from abroad have closely 
resembled their foreign controlled counter¬ 
parts in almost all the dimensions covered. 
With the recent liberalisations, it is possible 
that licensing and foreign affiliations may 
become more common thereby reducing or 
eliminating the differences, including that of 
the P/E ratio, between foreign and locally 
controlled enterprises. Experiences of other 
developing countries in this regard may be 
useful. 


Market Valuation and Foreign 
Investments 

In the context of international inve.stmeni 
a high PfiB ratio is considered unattractive 
because it implies a low capitalisation rate. 
However, in a risk-return framewoilc the 
capitalisation rate should not be considered 
in isolation but along with the risk that Indian 
securities would contribute to an internatio¬ 
nal portfolio. If this risk is low then Indian 
securibes wmild be attractive even with low 
capitalisation rates. It may be useful todo this 
analysis firom di&'^cfrq)ective of the US in¬ 
vestor considering invesunent in fon^ 
equities. Jt is possible to work out a break¬ 


even rate of return for each maritet as 


Break-even' rate ■ 
where, 


A. J 


Pus.p ^ 


Ryj : cxpectediateofretumfortheUSmarkeL 
; standarddeviationofreturnfortheUS 
market. 

r, risk free rate of rttum for the US. 
if standard deviation of return of the 
foreign markeL 

correlation coefficient between the 
rates of letuni of the US and foreign 
markets.. 


If the expected return for the foreign mar¬ 
ket is greater than this bredt-even nit, then 
the inclusion of foreign securities in the 
portfolio of an US investor will result in a 
superior risk return opportunity set. This 
result is based on the Markowitz risk return 
optimisation framework and discussed in 
Bhtme (1984). The critical input into the 
break-even rate is the correlation coefficient. 
The lower the correlation coefficient, the 
hi|^r die diversificatirHi potential of the 
foreign securities and therefore the lower the 
break-even rate. 

These break-even rates are listed in 
Table 7. Among the 20 countries India has 
the third lowest break-even rate of return of 
1.65 per cent. This implies that so long as the 


expected rate of r^ura is more than 1.63 per 
cent per year Indian securities will be attrac¬ 
tive to US investors in a portfolio context 
However, these results must be treated widi 
extremecaution. They ate based on historic^ 
returns arxl rue subject to ail the limitations of 
using die past to predict the future. In fact the 
problem may be worse given international 
differences. Moreover, the risk return aspect 
is only one of many considerations that would 
go intointematior^ portfolio diversification 
decisions. These include liquidity, avaitebil- 
ity of tirndy information, transaction costs, 
etc. However, in spite of these caveats one 
can state that based on historical returns the 
Indian equity market provides grxid diversi¬ 
fication opportumties for an international 
investor. The low rale of return implied by a 
high P/E ratio needs to be viewed in this 
context. 


VI 

Conclusions and Extensions 

An analysis of the P/E ratios of the 100 
companies in the National Index reveals 
certain patterns useful for assessing the 
level of the P/E ratio of the market as a 
whole. Since reported P/E ratios are calcu¬ 
lated using the most retem reported EPS 


Tasu 7; Break-Even Rates or Return tor Emeroinc, Marki is 


Maiket 

Suuidaid Deviation 

Correlation Coefficient 
with US 

Break-Even Rate of 
Return 

Latin America 
Argentina 

11781 

0 08 

7 53 

Brazil 

8099 

0 18 

10 00 

Chile 

29 44 

0 42 

8 94 

Colombia 

.36.34 

0 09 

4 57 

Mexico 

.52 69 

0 53 

16 41 

Venezuela 

48 91 

0 10 

0 65 

East Asia 

Korea 

29 90 

0 21) 

6 73 

Philippines 

39 14 

042 

10 89 

Taiwan 

64 81 

0 16 

7 98 

South Asia 

India 

.35 06 

0 08 

1 65 

Indonesia 

3.3 53 

0 14 

5 25 

Malaysia 

26 29 

0 70 

11 84 

Pakistan 

25 29 

0 08 

t97 

Thailand 

33 22 

0 58 

12 25 

Europe/Mideosi/Afnca 

Greece 

53 66 

0 12 

609 

Iordan 

18 IS 

0 17 

4 48 

Nigeria 

27 26 

003 

3 39 

Portugal 

51.79 

020 

7 97 

Turkey 

105 76 

-003 

1 47 

Zimbabwe 

27.40 

-0 10 

1 68 


Source'. Emerging Marketi Data Base, IFC, Washington. IXT 

Based on U.S $ relurns on an annualised basis for live years ending March 1992 The followirig 
values for the US market have been used to calculate the breofc-evcn rates 
R„, s 11.52 per cent; r, >= 3 per cent, 8„, = 17 74 per cent 
The break-even rate is calculated as 


Break-even rate = r, + 
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they are likely to be higher for companies 
with recent poor performance, liiis is 
cofirmed by the data. In this context the 
high P/E ratio of the Indian stock market 
rdative to those of other countries may be 
due to the poor performance of the Indian 
industry during 1991-92. Perhaps the mar¬ 
ket considers this poor performance tern- 
pofary so that on the basis of expected 
earnings the P/E ratios may not be as high 
as the reported P/E ratios seem to indicate. 

The analysis of the P/E ratios also reveals 
that foreign controlled companies on aver¬ 
age have higher P/E ratios than domestic 
companies. This is consistent with other 
research findings that indicate that foreign 
controlled enterprises have significantly 
different performance characteristics. With 
increasing liberalisation of the Indian in¬ 
dustry with respect to foreign investment it 
is possible that this difference may de¬ 
crease over time. In this context it will be 
useful to examine the experience of other 
developing countries. If the ditfcrenlial 
performance of foreign controlled enter¬ 
prises is expected to persist, then al 1 market 
analysis should take this differential into 
account. Thus from the perspective of for¬ 
eign financial institutions the diversifica¬ 
tion potential of foreign contiollcd enter¬ 
prises may be significantly dificrent from 
that of domestic enterprises. 

Differences in accounting piactices, for 
example, with respect to depreciation, can 
also cause P/E ratios to vary systemattcally 
from their true values. This is supported by 
the data for the 100 companies of the Na¬ 
tional Index. Different accounting practic¬ 
es are also likely to account for some of the 
differences in the P/E ratios across coun¬ 
tries. This could be established by a com¬ 
parative examination of accounting prac¬ 
tices in the various countries under consid¬ 
eration. 

Finally, this paper argues that the high P/ 
E ratio and the implied low rates of return 
for the Indian stock market may be counter¬ 
balanced by its diversification potential in 
an international portfolio context. This con¬ 
clusion rests on the historically low corre- 
httion coefficient between the Indian stock 
market and the US market, as an example. 
It is an important question whether this tow 
correlation coefficient will be maintained 
with the increasing integration.of the Indi¬ 
an economy in the world market. This 
tequires an investigation of the pattern of 
correlation coefficients. Some studies, e g. 
Roll (1992) have found that similarities or 
differences in underlying industrial struc¬ 
ture determine a significant part of the 
international pattern of correlations. There 
may also be patterns in the P/E ratios across 
industries which has not been analysed in 
this study. 


[I would like to thank Sebastian Morris. Krishna 
Kumar A, Venkatesh Ganesan and Namrau 
Rana for helpful discussions. This paper was 
completed in January 1993.] 
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REVIEWS 


Labour Market Flexibility 

AnqiMitra 

Hie Indian Labour Market and Economic Structural Change edited by 
L K Deshpande and Geny Rodgers; BR Publishing Corporation, Delhi 1994; 
pp 276, Rs 190. 


WITH the structural adjustment programme 
under implementation, an understanding of 
the nature and response of the labour market 
is essential, for the efficn;y and success of 
the new economic policy depend to a large 
extent on the functioning of the labour 
market The volumeunderreview, published 
earlier as a special number of the Indian 
Journal of Labour Economics, will be 
widely md maiiily because of its topicality 
and its success in integrating several aspects 
of die Indian labour market. 

Following a brief Introduction by 
Deshpande and Rodgers, 13 articles have 
been presented in four different sections, 
namely, (a) the aggregate employment level, 
(b) institutional arrangements, (c) techno¬ 
logy and labour, and (d) polky issues in 
economic reftmn. The first section includes 
three papers by Jose, Mundle and Papola. 
Jose examines employment, i»oductivity and 
earnings per on^oyee data for 19 major 
industry groups in Uk organised sector for 
the period 19^71 to I987--89. Seventies 
witnessed rdativdy high growth of employ¬ 
ment both among the high and low wage 
groups of industries and during the 80s 
employmerndecliiied considertiity in the 
low wage sector. This tends to discount the 
view that erjqdoyment growtii in the high 
productivity' sector has been sluggish as 
wages have been set at a high level. On die 
othw hand, 1980s were marked by a sharp 
acceleration in' productivity rates parti¬ 
cularly in the lu|^ wage industries. Furtiier, 
produ^vity rise improved real earriings as 
workers in the high wage capital irttensive 
industries could benefit fiom the rise in 
productivity by exerciting (heir bargjiimng 
strength in the labour market. On the ^hole. 
it is rapid productivity growth (pesulting 
Irnntechixdogicai factors) whichjmpt labour 
abaorptloo at a low level while permitting 
Ugh wages. The shift in the stiucture of 
denundin favour of capitai-intensive indus¬ 
tries led to a decline in the overall ein|doy- 
ment elasticity of the naanufacturing sector 


hand, mininium wages are ‘sawdust’, not 
lutd wood', and are rardy set at levels 
uhcre tfa^ cut seriously into employment. 

Rise in productivity levds and deoeida- 
tioo in eutyloymem growth rates, ate, how¬ 
ever, noteidytheoatcomes of technological 


changes but structural reforms as well. 
Mundle’s projections for the early 90s also 
suggest that though visible underemploy¬ 
ment as a phenomenon has been declining 
quite rapidly, the statulisation programme 
could still result in extra underemployment 
of about half to one million persons per 
annum. However, for making a forecast 
about underemployment an analysis based 
on much greater sectoral disaggregation, 
sector-specific employment elasticities and 
inter-sectoral linkages is essential. A more 
optimistic picture is presented in Papola’s 
paper in the context of the raral non-farm 
sector. Much of the rise in employment in 
the rural non-agricultural activities is taken 
to be demand-induced. Althdugh employ¬ 
ment growth in the manufacturing sector has 
been lower than that in the non-agricultural 
sector as a whole, it is indeed higher than that 
in agriculture. Growing puUic expenditure 
was mainly responsible for rapid employ¬ 
ment growth in the rural non-farm sector in 
the 80s (ILO-ARTEP 1992]. The fall in 
public expenditure, including that on anti¬ 
poverty programmes, associated with 
stabilisation is therefore expected to have 
arrested the cmplojmient growth in this 
sector [ILO-ARTEP 1993], 

In the second section the paper by Mathur 
examines the employment security practices 
in Indian industry and points out how tiie 
notion of employment security regulations 
has undergone fundamental transformation 
in the 80$ in several'ways. Unions are often 
found to impede the processes of structural 
adjustment. With greater participation of 
employees, employers, unions and govern¬ 
ment, the process of restruemring the Indian 
economy tisough institutional change can 
be made suocessftil. However, in this con¬ 
text it is impcMtant to look into the institu¬ 
tional structure and the regimentation of the 
labour market which has been extensively 
dealt with in the paper by Rodgen. In fact, 
he poses two pertinent questions at the be¬ 
ginning of his paper, namdy, “How do dif- 


Mlity affect theseltingofeiaploymemgoals 
and the design of employment prdicy? Do 
^y have implications for the strategy of 
developmmtr In the face of poverty, jobs 
of any sort would probably be recomniended 
by the policy-maketi but the position he 


takes is that the creation of jobs is inextri¬ 
cably linked to the nature of the jobs which 
are created, and, then, who gets them. This 
determines not only the success of the econ¬ 
omy in providing widespread access to in¬ 
come opportunities, but also the level of 
productivity in the economy and the success 
of the development process itself. In their 
study of Coimbatore, Hamss, Kaiinan and 
Rodgers (1990) identified seven labour 
statuses instead of addressing the issues in 
a dual sector (formal-informal) framework 
and pointed out that access to these diffoent 
categories of labour status was unevenly 
distributed acro.ss the population. Methods 
of access to jobs and patterns of mobility 
across labour statuses arc some of the impor¬ 
tant indicators of (he unequal access to bttter 
jobs. Such inequalities in the labour market 
due to the disadvantaged situation of parti¬ 
cular groups can be reduced through affir¬ 
mative action. The structural adjustment 
programme is likely to heighten the in¬ 
equality within the labour market and the ' 
brunt of the adjustment process will be borne 
by those at the lower rungs of the lower 
status hierarchy (Mukhopadhyay). In parti¬ 
cular, women in the labour market, as 
Kapadia points out in the case of rural wage ‘ 
labour in Tamil Nadu, are in a more vulner¬ 
able position as compared to their male 
countcrpart.s. ' 

In the third section Samaddar talks about ' 
new tcch.iology, knowledge and power in 
thecontextofthenewspapcrindustiy.Datta’s ' 
paper based on a survey in two large engi¬ 
neering firms examines the impact of the 
introduction of micro-electronics-based 
technology onlabour-managementrelations. 
The workers tend to resist new technology ' 
as it is mainly labour-saving. Futther, since 
it is highly capital-intensive, huge invest¬ 
ment on capital is required which, unless ' 
output increases rapidly, will be difficult to 
undertake without reducing the labour costs 
and thus employment. This tends to put ' 
management and unions in direct conflict 
with each other and in order to reduce this 
conflict, output should be increased rather ' 
than employment decreased. 

lyie final section includes four interesting 
papers by Deshpande. Hirway, Etienne and 
Kannapan. In addition to-the short-run im- ' 
pact of structural adjuttment on labour 
market as discussed by Mundle in the ' 
first section of the volume, Deshpande 
analyses the long-run demand and supply ei ' 
labour. Liberalisation leads to flexibilisatiott . 
of labour in the sense that employment of . 
temporary, casual, contract and female 
labour increases. With increasing exports ' 
and direct investment, employment of fie- ' 
xible labour is likely to shoot up. But rei^isa- | 
tion of full-employment will partly have to 


during the 80s (Papda 1994]. On thp'Other ' ferences between jk)bs in quality and desir- 
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depend on population growth as well. 
However, what is more important is not just 
full*emproyment but. as also emphasised 
by Rodgers, the quality of employment 
and the unequal access of certain sections of 
the population to better jobs in the labour 
market. 

Hirway shows that the primary concern of 
structural adjustment programme is with the 
financial crisis, failure of the public sector 
and the over-regulation of the private sector, 
and not with poverty and unemployment. 
Such a partial diagnosis of the economic 
problems by the policy-makers led them to 
adopt a programme which is not likely to 
correct the growth path in favour of the poor. 
Also Etienne, although more optimisbc about 
the adjustment programme, argues that a 
new stress on large-scale public investment 
in agriculture is needed to complement the 
reforms and Kannapan recommends a long- 
run strategy integrating employment pro¬ 
motion, human capital formation and devel¬ 
opment of institutional finance for resolving 
the conflict. 


SAJAL BASU's book seeks to take an over¬ 
view of the Jharkhand movement in its 
totality. But Basu is primarily interested in 
detailing and analysing the movement ’ s con¬ 
tribution in helping the people to assert their 
ethnic identity and regenerate their cultural 
heritage. This is not surprising, given the 
author’s considered opinion that the positive 
aspects of the Jharkhand movement lie in 
the “creation of script, development of lan¬ 
guage and regeneration of cultural symbols”. 

The book begins with a brief description 
of the people and the area and strives to 
sketch the history of the tribal rdiellions of 
the colonial peri^. Basu rejects the contri¬ 
tion that these tribal revolts represented de- 
moaatic thinking rooted in the traditional 
system, nor does he accept the claim of the 
subaltern theorists who have tried to desig¬ 
nate these revolts as a parallel stream in the 
anti-eolonial struggle. Instead he relies on 
the Bengal judicial proceedings and state¬ 
ments ofBritish officials to argue that “the 
movements were mostly shaped by gossips 
and myths created around some leaders who 
daim^ to be God-gifted and/or deputed by 
an oracle”. The question of the author’s 
uncritical dependoue on colonial sources 
apart, it escapes Basu’s attention that the 
^ve two views need not be mutually ex¬ 
clusive. 


The volume is indeed interesting and 
should be read by those with an interest in 
labour market issues particularly in the con¬ 
text of adjustment policy formulation. 
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The book goes on to depict the various 
efforts to develop a distinct script and lan¬ 
guage of the indegenous people and high¬ 
lights the cultural resurgence taking place 
in the region. In this connection Basu draws 
our attention to the growth of the 01 Child 
script and the Kurmaii language. But one 
problem with Basu’s book is that it over¬ 
emphasises the role of intellectuals in such 
cultural resurgence and neglects the part 
played by the mass movement in rejuve¬ 
nating the traditional culture and social 
customs. 

Basu is quite right in pointing out the 
havoc caused by the state’sdevelopment and 
forest policies on the local people’s lives. 
But one wonders why few treatises on the 
subject mention the role of private sector 
industries in disrupting the ti^tiorwl com¬ 
munity living of the nature-dependent 
people. Unfortunately too. the grabbing of 
tribal land by aliens as well as domiciled 
moneylenders and powerful rural gentry that 
still continues, aIMt in a subtler manner, 
does not get attention in the bodt. 

In the chapter titl^ ‘Politics witiiout 
Polity’, the author contends thk the ’basic 
weakness’ of the Jharithand movement is 
that it does not have a ‘constant polity-base’, 
as tiie process of involvement of new groups 
and alienation of participant communities 


continues. Moreover,aiguesBasu.tiieexist- 
ing division of the Jharkhand region among 
four states where the conditions and re¬ 
sponses vary further contributes to this ‘in¬ 
built weakness’. In this connection he opines 
that the “Jharkhand leadership and the move¬ 
ment as a whole have faiM to design a 
strategy to square up this weakness”. 

The political leadership of the Jharithand 
movement fares badly in the author’s judg¬ 
ment "The puitivea^vement of themove- 
mentinthesphereoflanguage, ideiRityhave 
been hijacked by the activities of its leaders 
who cany on their squabbles and personal 
fortune-making”, pronounces Basu rather 
harshly. However, in line with the book’s 
explicit enthusiasm regarding bthnic iuues, 
the author admires the Jharkhandi cultural 
oi^anisations as being “most effective in 
asserting ethno-cultural issues and common¬ 
ness in ethnicity”. 

The author is on much stronger ground 
when he argues that the half-century old 
Jharkhand movement has never received 
any democratic response ftom the govern¬ 
ments concerned. Basu suggests that the 
authorities should consider with a huiruuie 
approach the demand of the movement for 
autonomy and distiitet cultural existence. 
But he concedes that the autonomy demand 
can be realised only when the movement 
is able to mobilise the masses “to the 
extent of posing a threat to existing state 
heirarchy”. 

But does the Jharkhand movement have 
the potential to rise to that level? The book 
appears to be somewhat ambiguous on that 
score. But it is apparent that the author it 
sceptical about the possibility of radica- 
lisation of the movement along class lines. 
On the contrary, he pins his hope on the 
formation of such demands by the Jharkhand 
movement that would make the “identity 
aspirations and sense of indigenousism” of 
the people “more meaningful”. 

A monograph on the ethno-cultural 
aspects of the Jharkhand regipn or even of a 
particular area within it would have been 
investing reading. It is also true that the 
various efforts to regenerate and enrich tiie 
traditional culture have been an important 
component of the Jharkhand movement 
since long. But the difficulty with the bode 
under review is that it seeks to exaggerate 
the ethnic and cultural factors in the con¬ 
temporary Jharkhand movemoiL And this 
is all the mote strange when the struggle 
frarautommy, particulariy where it has a 
strong and stable mass base, shows distinct, 
signs of being transfonqed into a r^onal 
movement ftom an ethnic one. Basu, with 
his passionforethnidty.bowever.contteuea 
to vaguely labd it as a “l»oad-bi^ ethnic 
movement”. 

' More' to the point, the excessive pie- 
occupation with the etlUBC and cultural as¬ 
pects taxy marginalise.the coammn people 


Jharkhand: Focus on Culture 

Tilak D Gupta 

Jharkhand Movement, Ethnicity and Culture of Silence by Sajal Basu; Indian 
Institute of Advanced Study, Shimla, 1994; pp 160, Rs 17S. 
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Into wpfin i Iht Auklmid came, above 
all.fbrTBaUain( tfac^r lifhu oa land and 
fgmt at well u a ifignified place in die 
davdopmenl procett. At tbe expefieace of 
die Aakhand movement thowt, it hat ac> 
qidied a matt c ha racter piecitdy in those 
arau adwie effortt were made to link the 
toilint pei^e’t immediate economic de- 
mandt with the autonomy quetdon. The 
Jharkhand Mukti Morcha (JMM), the 
atranfett Jharkhandi organiiadon of the 
day,de^te itt pretent of^iottunltdc poli¬ 
ng owea itt popularity among the rural 
maatet pseeiaely to itt struggle in the 
eariy TOt againat land-grabbera and money- 
leoden. 

It theiefiMe appean odd that the book does 
not mendon the role played by these ttnig* 
lies for land and against usury in rendering 
to the Jharkhand movement a mats charac¬ 
ter. Beaides. the present demograidiic char¬ 
acter of the Jharkhand region where tribais 
have been reduced to a minority status pro¬ 
vides less scope for forging unity in the 
movonent through the medium of ‘identity 
aspiratioiu and sense of indigenousism”. 
To put It differently, with the metamorpho¬ 
sis of the Jharkhand movement into a re- 
gional movement, the ethnic question is 
grathuliy losingitsimportanceintheeyesof 
its leadership. 

To cite an instance, in soudi Bihar, the 
nerve centre of Jharkhand movement, most 
Jharkhandi organisations have setded for 
Hindi as the link language for the r^on. The 
influx of a large number of Hindi-speaking 
locals into the movement as wed as adoption 
of Hindi by a substantial section of the tribal 
people for economic reasons have probably 
made such a choice imperative. Neverthe- 
lesa, there is astrong case for protecting and 
developing the tribal languages and |»d- 
viding facilities for imparting education to 
the adivasis throu^ their mother-tongues. 
But the horde’s emphasis on a common 
Jharkhandi language for cementing a 
Jharkhandi identity seems rather misplaced. 
The hiatorical developments of the past so 
many centuries has, potiaps, foreclose such 
a possibility for ever. 

As for the cultural resurgence in the region 
described in the book, two points need to be 
made. For one, die bordc focuses mainly on 
the effortt of cultural regene r ation in the 
West Bengal part of the Jharkhand region 
where die movement remains a margin^ 
phenomenon. All the contemporary 
Jharichaadi poetry ipioted in Bastt’s book is 
written in a language that remains unintel- 
UgMctodie overwhdiningmitjorityofthe 
people of the Jhttkhand regioa falling with¬ 
in Bihar, Orissa and Madhya Pradesh. 
Similaiiy, the 01 Chiki script is relevant 
only for tte Sandial language and as yet not 
quite popular even among Uteiate Sartthalla 
vrimutu^whousuallyusediffetenucriptt 
in diffetem states. 
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The other pdnt one would like to streu 
is that the book fails to locate the cultural 
resurgence as an integral part of a many- 
sided mass movement essentially politi^ 
in nature. Thus the honest Jharkhandi 
intellectuals active on the cultural front 
seemingly stand apart from the movement 
led by ‘opportunist’ leaders. 'The text also 
fails to mention how the JMM-led move¬ 
ment in the early 70s popularised the 
adivtti social and cultural rituals among • 
large segment of the Jharkhand population. 
As a matter of fact it might be easier for the 
ruling classes to partially accommodate the 
oiltural aspirations of the growing petty- 
bourgeoisie among the tribais than fultil 
the political-economic demands of the 
toiling adivasis. 

For example, Basu lamentt that ”so far, 
Jharkhand has been denied the privilege of 
being considered as a linguistic-cultural re¬ 
gion”. He may now be reassured to learn that 
the Committee on Jharkhand Matters consti¬ 
tuted by the union government has recom¬ 
mended that tile “whole of Jharkhand com¬ 
prising 22 districts spread over four states 
should be recognised as a distinct cultural 
area”. But such recommendations do not 
really carry much meaning for those toilers 
of the region who see the Jharkhand move¬ 
ment mainly as a means to get back their 
land, forest and human dignity. 

As things stand, the unity of the Jharkhand 
movemmit cutting across four states with a 
corrunon aim and leadership indeed seems a 
remote possibility. One reason for it, as Basu 


hu comedy pofaMed out, ia the existing 
diversity in the political aiturions in foe 
different states. Beaides, whatever cultural 
resurgence is taking itiace is basically intm- 
tribal in nature and ia not leading foe 
Jharkhandis towards a common culture or> 
language. And larily, what Basu fails to 
discern is that the continuous penetratidnof 
capital into the region has inteasided the 
process of class differentiation in Jharkhand 
society. And this process will also ensutei 
that various political forces with disparate, 
class ideologies will fight among themselves, 
to capture the centre-stage of the Jharkhand 
movement. 

There ate many factual errors in the bodci 
that could have been avoided with some 
careful editing. The index ri the end of tiiei 
book too is incomplete. The cataloguing of 
“prominmit tribes”, of the region clubs the 
backward castes (potter, blacksmith, gold-| 
smith, oil-makers, barbers, etc) and the 
scheduled castes (washerman, cobbler, 
dusad) with the genuine tribes to produce an 
incredibly long list of tribes. The assertion 
that Kurmali and Sadri are the dominant 
languages in the Jharkhand region and 
spoken by 10 million and 5 million people, 
respectively, is not substantiated by any 
source. The JhaikhandCo-ordianation Com¬ 
mittee, now a thing of history, is referred ri 
one place as “newly-formed” (p 35). A one¬ 
time important leader of the Jharkhand 
movement, Bagun Sambrai, is mentioned at, 
two places in two different spellings, both 
incorrect. i 
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Public Enterprises and Private Purposes 

t 

I Sudip Chandhuii 

I A basic premise underlying much of the critical writing on public etuerprises is that there is something wrong with public 

\ enterprises per se. The author coMests this view that public enterprises are inherently inefficient and contends that a crucial 
aspect has been the objectives and the priorities with which the public erUerprises have been run. The fixus of die paper is 
^ on the manufacturing enterprises under the central government. 


I FOR quite some time now the public enter- 
I prises (I^) in India have been subject to 
[attack. The critics refer to the low financial 
[return of the PEs and their poor service, 
I shortages and delays in delivenng goods and 
[services, etc. Of course others point out that 
[the deficiencies of the PEs have often been 
[exaggerated. Nagaraj (1993), for example, 
’found that the financial performance of the 
llPEs, in India improved in the 1980s and their 

g iresource generation effort is now compara- 
to that of the private corporate sector, 
me PEs, for example, Bharat Heavy 
xtricals has signiEcant achievements to 
)cheircredit[Lochan 1991;Ramamutti 1987]. 
iut it is generally agreed that the perfor- 
of the PEs on the whole has been less 
their potential and below the expecta¬ 
tions with which they were set up. 
i Different aspects of the operation of the 
^Es have been stressed by different authors/ 
Committees to explain their shortcomings, 
t^mong the explanatory factors mentioned in 
!he literature are: managerial weaknesses, 

i jver-manningand tow work ethics, technical 
nefliciencies, ovcr-capitalisadon due to subs¬ 
tantial time and cost overruns, faulty invest- 
decisions. political and bureaucratic 
rferences. the burden of taken over pn- 
ate sector sick units, subsidised pacing, 
nprofitable product mix (leaving the more 
fitable Items to the private sector), cxces- 
^ve social welfare expenditure, under- 
fivestment, using the PEs for private purpos- 
s,etc [Bhagwati and Oesai 1970: Chapter 9; 

omic Advisory Council 1987; World 
|ank 1988: Chapter II; Bagchi 1990; Morris 
[); Baidhan 1984: (Chapter 8; Ahluwalia 
BS: Chapter 5; Economic Administration 
Reforms Commission 1984a. etc]. 

I Restructuring the Ks is an important ele- 
ent of tiw current programme of Economic 
efbrms initiated by the central govenunent.. 
npottiuii proponents of such lefoims, e g. 
hagwati and Srinivasan (1993: S0-S2) 
commend that the PEs must be privatised, 
le government in fact has already initiated 
tps to get rid ofthe loss-making PEs though 
a circuitous way. The government has 
fcnounced that budptary support in the form 
Inon-PIan loans to loss-midung PEs will be 
Based out after 1994-95. After the atnend- 
leot of the Sick Industrial Companies Act, 


the government has started referring the sick 
PEs to the Board for Industrial and Hnancial 
Reconstruction to decide about the future of 
these units IMinistry of Finance nd: 18-19]. 
The board has decided to recommend 
privatisation (or winding up in case the pri¬ 
vate sector IS not interested) if the govern¬ 
ment IS nut willing to invest the requisite 
fends for revival. As was revealed in the case 
of a PE, Tnveni Stnicturals, the government 
did not object to such a plan of action since it 
was unable to induct additional funds 
[Viswanath 1993], 

A basic premise underlying much of the 
critical writings on the I^ is that there is 
something wrong with the PEs per se. We 
contest this view that the PEs are inherently 
ineffiaent. In this paper we will tiy to further 
pursue the point of view that a ciudal aspect 
has been the objectives and the priorities with 
which the PEs have been run. We will con¬ 
centrate primarily on the manufacturing PEs 
under the central government. 

In Sections I to III we will discuss the 
impact of sluggish and ad hoc public invest¬ 
ment and how the capacities and the capabi¬ 
lities of the PEs were not properly udlisni or 
developed. These adversely affected the per¬ 
formance of the PEs. In Sections IV and V we 
will give some examples of how the PEs have 
been used for pnvate purposes and the inac¬ 
tion and apathetic attitude of the government 
In the last section we will sum up the discus¬ 
sion and will argue that a basic factor behind 
the disappointing performance of the PEs is 
that those who ultimately control the PEs did 
not have efficient operation of the HBs as the 
major objective. Ttey were often not inter¬ 
ested in the PEs. And when they were inter¬ 
ested, they used die PEs for other purposes 
thereby hampering the operation of the PEs. 

I 

Changes in Levd and Nature of 
Public Sector Investment 

An important feature’of the Indian eco¬ 
nomy in the post independcnccL period has 
been die mipansion and diversificiition of the 
public sector. Public sector gross ffxed 
capital formation at 1980-81 prices in¬ 
creased steadily from Rs IMIOmiltlm hi 
19S0-S1 to Rs 78,660 millkm in 196546 


(Table 1). The stress initially was on inffa- 
structure.' With the Second nve-’l^earllan, 
the manufactunng activities of the PEs rose 
sharply. Ehfferent PEs producing different 
types of goods and services began to be set 
up. (fentral government PEs was envisaged 
to play the lead role in the economy particu¬ 
larly in the basic goods and the machinery 
sectors. Among theimportant central govern¬ 
ment PEs set up during the Second and the 
Third Five-Year Plan periods were the steel 
plants in Rouikela,DurgapurandBhilai under 
the Hindusthan Steel (established in 1954), 
Fertiliser Corporation of India (established 
in 1961 to t^e over the Sindri Fertiliser 
Factory and the Nangal Plant and to set up 
more fertiliso' plants). Heavy Engineering 
Corporation (IflEC) (1956 to mamifactnre 
mainly sted plant equipment), Hindustan 
Organic Chemicals (19M to manufacture 
different types of chemical intermediates), 
Bharat Heavy Electricals (BHBL) (1964 to 
manufacture power plant equipment, etc), 
Instrumentation^ (1964 to provitte instru¬ 
mentation and control systems to power 
plants, steel plants, fertiliser plants, etc), 
Bharat EarthMovers(BEML)(1964tomanU'> 
facture transportation equipment), Bharat 
Aluminium Co (1965 to manufacture alu¬ 
minium). Cement Caipontionoflndia(1965 
to manufacture cemeirt), Cochin Refineries 
(1965), Bharat Heavy Plate and Vesaeto 
(BHPV) (1966 for febridation of equip¬ 
ment for process industries like fertilim, 
chemicals, etc). 

Interlinkages were self-evident PEs than- 
selves woe to be the matjor transactors for a 
number of products. Thus stee^idant equip¬ 
ment (manufectured by HEQ were to be 
used for setting up die puUic sector steel 
plants; power equipment (BHEC.) for pidilic 
sector power genoation and ttaismhsion; 
railway coaches andolfaerequipment(BBMLi) 
for the government monoiwly of nllwagri, 
etc (Table 2). 

In l966-67,thetewasasharpfelliapublic 
sector gross fixedca|tital formttkm (1980-81 
prices) in absolute terms toRs 67,36(7 nul- 
lion, a decline of 14.4 per cent It continuin) 
to dwUne and reached Rs 61,610 millioo in 
1969-70. The riiddjiassincebeenpngv e fited. 
Bat it was only in'1972-73 that the level of 
196546 wis^tossed. In 1974-75 again foe 
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public sector gross fixed capital form^on 
declinedin absolute tenns to R$ 69,370 mil¬ 
lion. ft was not before the mid-1970s that the 
aggregate public sector investment in abso¬ 
lute terms started rising (Table 1)> 

The sharp fall in public investment in the 
late 1960s and the stagntuion in absolute 
terms till the mid- 1970s was a severe blow to 
the growth of I^. Particularly so because it 
happened at a time when manufacturing 
were still in the formative stage. 

The fall in public investment implied a fall 
in the demand for PEs producing capital 
goods. With PEs themselves the major/sole 
buyers of many capital goods, e g. steel 
equipment, power equipment, railway equip¬ 
ment, etc, from other PEs, demand naturally 
appeared as a major problem for them. The 
fdl in demand, by reducing profits and hence 
resources for investment, in turn had a de¬ 
pressing effect on public investment 

As we mentioned above, in absolute terms 
public investment recovered by the mid- 
1970$. But by then the structure and the 
character of public investment had changed 
for the worse. 

An important scctorncver recovered. Pub¬ 
lic sector gross domestic capital formation at 
1980-81 prices in railways was Rs 7,790 
million in 1960-61. It went up to Rs 14,510 
million in 1963-64. Since then it went down 
steadily to Rs 5,680 million.in 1969-70 and 
further—^withsomefluctuadons—toRs5,260 
million in 1977-78. It has recovered to some 
extent lately. But the level of Rs 124S0 
million in 1986-87 in absolute terms (at 
1980-81 prices) is still below die peak at¬ 
tained in 1963-M [CSO1989: Statement 19; 
CSO1990: Statement 3 l].’Railwqrt used to 
be an important buyer of capital goods. In 
fact in the early 19^, railways alone ac¬ 
counted for a fifth of the total public sector 
grossfixed capital formation current prices 
[CSO 1983:168-99]. Railways are the sole 
buyers of a large number of products of PEs, 
eg, rolling stock, points and crossings, sleep¬ 
ers, springs, etc (manufactuiedbyButnSian- 
daid Company), wagons (Braithwaite and 
Company), railway coaches, breakdown 
cranes (Jessop and Company), etc (Table 2). 
A substantial portion of the installed capita 
in the public sector thus faced a demand 
problem. But for the decline in railway in¬ 
vestment the capacity utilisation and twnce 
profits would have been much higher, other 
things remaining the same. 

Ilwallocationof central govtyiunent equity 
and loans in PEs reflects the priority accord¬ 
ed by the central government to different 
sectors. It is the single most inqwitant source 
offilnds forinvestmentexpoKlinire, the other 
sources being retained earnings and loans 
from other sources. As on Match 31,1965, 
central government invested Rs2()396mU- 
lion (equity and loans) in central government 
PBs CT^le 3). In accordance with the prio¬ 
rities in the Second Hve-Year Plan and the 


Third Five-Year Plan, the steel sector re¬ 
ceived 43.81 per cent of the funds and heavy 
engineering 11.63 percent Theotherimpor- 
tant sectors were petroleum, minerals, coal, 
etc (Tabic 3). Sin^e then however the prio¬ 
rities have changed significantly. The public 
sector steel plants received 18.84 per cent of 
the funds between 1965 and 1975. The share 
went down further to 7.48 per cent during the 
period 1975 to 1990. The corresponding 
shares of heavy engineming similarly were 
8.70 per cent and 1.33 percent On the other 
hand, the producing sectors which gained in 
importance are coal and power. Similarly the 
services sector receive more funds now. As 
on March 31, 1965, the services sector re¬ 
ceived only 8.34 per cent of the funds. But 
between 1965 and 1975, the share went up to 
20 p« cent and further to 23.09 per cent 
during 1975 to 1990. 

When the PEs woe set up in the 1950s and 
1960s, the capacities were determined with 
some expectation about the future growth of 
demand. The latter in turn is linked to the 
growth of investment in related areas. The 
changes in investment priorities after the 
mid-1960s however created demand pro¬ 
blem for many PEs particulatly in the ma¬ 
chine manufacturing sector [Economic Ad- 
visotyCouncil 1987:10].ThelevelofHEC’s 
steel plant making capacity, eg. was based on 
die assumption ^ the couiitry would add 
1 million tons of s[eel-making capacity 
every year in the 1960i and 197(^. In reality 
the expansion of capadty was about half that 
rate. Hence HBC faced a severe demand 
problem, which is conskleted to be die most 
iniportant factor behind its poor financial 
performance [Ramaraurti 1987:131-43]. 

relative decliiM in steel was compen¬ 
sated by increases in other areas. But the 
demand remained depressed for the machi¬ 
nery manufacturing imits. As we will discuss 
in the next section, despite indigenous capa¬ 
city, apart of the demandfor capital goods is 
met from imports. Again, increases ininvest- 
meiit, e g, in a number oHhe services sector 
generated hardly any demand for the type of 
machine building capacity India generated. 

n 

Imports of Capital Goods 
and TedUMdogy 

A large number of PEs were set up for 
manufacturing crqiital goods and providing 
technological services. Naturally one would 
haveexpected that when new plants are setup 
and existingpiants are expanded in the public 
sector, tbe PEs would buy the available 
capital goods and technology from the sister 
PEs. In reality however imports of capital 
goods and technology continued despite the 
domestic availability. 

Ill anumberof cases, tbe PEs were denied 
die opportunity to even compete against im¬ 
ports. This is voy common in bilaterally 


aided projects. In such cases die foiei^ aid 
agencies usually insist on using the equips 
ment manufactured within their homecoun- 
tries. Power equipment); e g. have been im¬ 
ported under such arrangements depriving 
BHEL [BHEL 1991]. The grant of contract. 
for setting up the Bhatinda and Panipat 
fertiliser plants to Toyo Engineering Cor¬ 
poration of Japan was basically influenced 
by the fact that the Japanese govenunent 
provided credit for these projects. The puUic J 
sector company. Engineers India, whi^ was' 
given the task of preparing the initial project | 
reports, actually invited proposals only fiom' 
Japanese companies thou^ Planning and 
Development Division of PCI (P and D) j 
was active in the field, equipment too 
were imported from Japan ignoring, 
Bharat Heavy Plate and Vessels (BHPV) 
[Gouri n d: 20-28}. 


Table 1. Public Sector Gross Pked Caktal 
Formation at 1980-81 Prices 


Year 

Value 

Annual 


(in Rs million) 

Rate of Growth 

1950-51 

16420 


1951-52 

18140 

10.5 

1952-53 

18920 

4.3 

1953-54 

21360 

12.9 

1954-55 

24190 

13.2 

1955-56 

33130 

37,0 

1956-57 

37610 

13.5 

1957-58 

40590 

7.9 

1958-59 

36250 

-10.7 

1959-60 

45100 

24.4 

1960-61 

51650 

14.5 

1961-62 

51490 

-0.3 

1962-63 

59810 

16.2 

1963-64 

66580 

11.3 

1964-65 

74690 

12.2 

1965-66 

78660 

5.3 

1966-67 

67360 

-14.4 

1967-68 

62300 

-7.5 

1968-69 

63150 

1.4 

1969-70 

61610 

-2.4 

1970-71 

63310 

2.8 

1971-72 

70030 

10.6 

1972-73 

82890 

18.4 

1973-74 

81490 

-1.7 

1974-75 

69370 

-14.9 

1975-76 

82310 

187 

1976-77 

101600 

23.4 

1977-78 

108070 

6.4 

1978-79 

108280 

0.2 

1979-80 

110910 

2.4 

1980-81 

116930 

5.4 

1981-82 

130310 

114 

1982-83 

152230 

16.8 

1983-84 

151530 

-0.5 

1984-85 

.158010 

4.3 

1985-86 

167270 

5.9 

1986-87 

186270 

11.4 

1987-88 

185430 

-0.5 


Sources: CSO (1989,1990). Following Chandra, 
(1982: Notes to Tabic IS), the consbuu> 
price series for PS orcO has been 
obtained by multiplying the PS share in 
aggregate GFCG at current prices with 
the aggregate GPCG at 1980-81 pfioei.. 
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Again when foreign companies are ap- 

i lpointed as prime contractors for public sector 
projects, they often choose international sup- 
lien of planu, equipment and technology 
^ignoring domestic sources. For example, the 
Btract for erecting the Hazlra Bijapur 
flagdlshpur pipeline was given to foreign 
leofflpanies. BEML wanted to produce and 
apply pipe-layen for the project. But the 
t^oreign contractors had their awn stock of 
ituch equipment. They insisted and were al- 
.flowed to import them and re-export them 
jafterusefCommittee on Public Undertakings 
«(CPU) 1988a: 11-12]. Even whenindigenous 
<1 enterprises are competitive, the foreign con- 
fmctors can ignore them by simply stating 
^hat they are unreliable. Thm is no indepen- 
nt check. The foreign contractors in the 
i|rhal Vaishet and Hazirafeitilii«‘plants raised 
Joubts about BHEL's ability to (Moduce rdi- 
'.we equipment and recommended imports 
^ synthesis gas compressors and drive tur- 
^lines [CPU 1982b: 32]. Again atThai Vaishet, 
the foreign contractor arrangedforimportsof 
Ifatalysts. It in fact refused to provide perfor- 
‘anance guarantee if indigenous sources are 
insisted upon. [Dhar 1989:281] 

7 bother cases however imports have been 
$istified on the ground that HBs were given 
opportunity but they were unable to com¬ 
pete against foreign manufacturers. The 
wvemment itself progressively liberalised 
^imptms particularly since the 1970s [see, 
'^,1 g, BHPV 1978]. However even when im- 
ifort controls were in force, these were often 
'taiaxed due to World BanJc’s insistence on 
1 tendering for the projects fonded by it 
ntly the government has dwided, e g, 
tegarding public sector power projects, that 
iven If not insisted upon by the financiers, it 
jrould go for global tendering on its own for 
bg the project costs [TTu Economic 
M 1992a]. 

PucsCoMivmioN 


Higho’ domestic prices have often been 
ited as the reason for resorting to imports, 
while Indian shipyards including PEs 
Cochin Shipyard were starving for or- 
, the public sector Shipping Corporation 
bdia (SCI) acquired only eight vessels 
^m domestic sources against 90 from for- 
|gn countries during 1973-74to 1984-83 on 
M ground that the latter are cheaper (and 
10 die deliveiy time is shorter) [CPU 
i88b:82]L 

International manufacturers having sur- 
iis capacity forexports often adopt margin- 
cost pricing for the exported part and 
atge a price which may not cover the foil 
St. They stiil would be earning proflu in the 
gr^aie with higher prices charged for the 
naining sales. PEs in India were set up 
marily to cater to domestic production, 
rdng them to compete against such low 
Ices for sales in their main markets 


Tabu 2: iNiBArPUauc Sacraa TkAtrsAcnoNS 


Enterprise and Products Manufactured 

(1) Bharat Heavy Electncals 

(i) Power plant equipment 

(ii) Onllingiigs 

(ill) Electric tracdoa and control equipment for 
electric and diesel locomotives 
(iv) AC locomotives 

(2) Bum Standard Company 

(i) Riuiway rolliiig stock, points and crossings, 
sleepers, springs, etc 

(3) Bharat Heavy Plate and Vessels 

(i) Equipment bke columns, storage vessels, 
sphe^ etc, for process industries 

(4) Biaithwaite and Company 
(i) Railway wagons 

(5) Indian Telephone Industries 

(i) Telecommunication equipment 

( 6 ) Mining and Allied Machinery Corpoiationn 

(i) Mining machinery 

(ii) Fabrication, erection and commissioning 
of matenal handling (dams for power, 
steel, coal companies 

(7) Jessop and Company 

(i) Railway tolling Slock 
(U) Railway breakdown cranes 

( 8 ) Bharat Pumps and Compiesson 
(i) Fluid handling equipmott 


(9) Hindustan Cables 

(i) Telecommunicadoii cables 


(10) Bharat Wagon and Engineeiing Company 
(i) Railway freight wagon 

(11) Instrumentation 

(i) Instnimentation and control systems 


(12) Bharat Earth Movers 

(i) Railways coaches, overhead eiecliic 
inspection car and track laying equipment 
(il) Heavy duty trucks and heavy duty Mlon 

(13) Bndge and Roof Company (India) 

(i) Railway wagons 

(14) Heavy Engineenng Corporation 
(i) Heavy capital equipment 


(IS) Tiiveni Structurals 

(i) Towers and masts for power transmissMii, 
coramunicabon, TV talOGasliiig 


(16) Uranium Corporation rtf India 
(i) Uranium 


Mi(jor Actual/Potential Buyers 

(i) Blectiicity boards: power companies 
(tt) Oil and Natural Oas Commission 

(iii) Indian Railways 

(iv) Indian RuKvays 
(i) Indian Railways 


(i) Fertiliser companies, Petroleum com¬ 
panies, Petrodiemical companies 


(i) Indian Railways 


0) Deportment rtf telecommnnicaiione; 
Mahanagar Telephone Nigam 

0) Cool India and other coal companies 
(ii) Coal India and other cool oomponiet; 
Steel Authority of Imha; electricity 
boards and power companies, etc 


(i) Indian Railways 

(ii) Indian Railways 


(i) ONOC: Petrolenm companies; 
Fertiliser companies; Petrochemicai 
(iompaiiles; Nucidu Powa 
Plants, etc 

0) D^artment of Telecommunications; 
Mahaaagor Telephone Nigam; Indiai 
Rdiwaya, Ministry of Defence, etc 

(i) Indian Railways 


(i) Blectiicity Boards; SAIL and other 
steel plaifli; Fertiliser companies; 
PetR^um eoiQpanies, ate 

(i) Indian Railwqn 

(ii) Minisliy of Defence 

0) Indian Railways 


0) SAlLandotherSteeleoiB|)anies;Coal 
India and other coal coimssiles; Indian 
^Railways; Miiustry of Deflsnoe; 
'Eleciricity Boards; Power 
companies, etc 

(0 ElectticilyandPo apaniesbr 
Ministiy of Information and 
^Broadcasting, etc 


(i) Department of Atomic Energy 

Server Department of Public Bnleipiiae, 1990,^2; AnnsMl leportaXi ei a ci ed ' romi ia n ie e) ; R«Fan§- 
of tfie Commitiee on Prtillc UndertaUnga (sdecied companies). 
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obviously does not test thdir competitive¬ 
ness. They would be eith^ compet^ out if 
they do not simil^ly charge a low price or 
incur losses if they BfffiL, e g. success¬ 
fully competed in international competitive 
bidding on various occasions [BHEL1991]. 
Lochan (1991) found to be competi¬ 
tive in terms of both price and cpiality. But 
analysing the price-cost data he point^ out 
that BH^ oftm had to quote too low a price 
to win tenders with negative implications for 
proflts. As the condition (rf the FEs weakens 
and their ability to provide effective compe¬ 
tition goes down, the import prices may not 
continue to be low; the international manu¬ 
facturers can afford to charge higher prices in 
the long run. 

Suppose however that unlike the situation 
just discussed, the prices in fact reflect the 
competitivaiess. It is possible to argue that 
even then importt should not necessarily be 
allowed even if they are cheaper. As we 
mentioned above, SQ imported vesseli 
rather than buying them firom Cochiii SMp- 
yatd whose price was higher. If SCH had 
bought from Cochin Shipyard, then other 
things remaining the same their profits would 
naturally have been lower. But on the other 
hand, if Cochin Shipyard had got the order 
then its profits would have been higher/ 


losses lower provided of course that the pric¬ 
es were higherthan the variaUe cost. The net' 
impact on the profits for the PEs as a whole 
would depend on the extent of changes of 
profits in these two ra$. Depending on the 
situation, buyingcostlier vessels fromCochln 
Shipyard might in fact be more profitable in 
the aggregate. In India this penpective of 
thinking for the public sector a whole is 
missing. It is not that the decisltms are always 
taken at the enterprise lewl. V«y often the 
controlling ministries are involved. But even 
when enterprises are under the same miiristry 
(as in our example) the impact on the differ¬ 
ent firms are not compared before taking the 
decision. 

Non-Price Comfehtion 

Imports have been preferred not only 
because domestic prices are higher, but on 
the ground dial they take more time to 
deliver the goods, that they are unable to 
produce the goods as per tlw reqttired speci¬ 
fications, that they cannot ensure reliability, 
etc. In fact these non-price factors are 
cited more often than the price factor in 
defending imports. 

Ihe Department of Post and Telegraph, 
e g,'placed orders for some equipment with 


Bharat Electronics. However due to long 
delay in supplying and inability to produce 
as per the specifications. Department of P 
and T later withdrew the order and went in 
for importt [CPU 1986:105-06). The engih 
neering contracts for the Thai Vaishet and 
Hazira fertiliser projects were given to for¬ 
eign companies on the grounds that public 
sector organisations like the Planning ami 
Development Division of PCI do not have 
experience of smting up ammonia plants of 
1,350 tonnes per day (tpd) capacity, that 
their previous experienceof setting up plants 
of smaller capacities were also not satisfac¬ 
tory (Dhar 1989:230-51; Ghosh 1986:703]. 

That PEs can/may fail to match the qualiQf 
of imported products and services is not 
denied. But as we will discuu below, the 
capabilities of PEs were often not recog¬ 
nised to justify importt. We will argue 
the more basic point that the AiU potendd 
of res were not explored to make them mom 
competitive. 

The PEs as we have noted above wem | 
assigned an important role in India’s i 
industrialisation. They were to produce 
various goods and services, in a s^e and 
using technologies which woe not done pf»’ 
viously in the country. Initial mistakes in 
such new activities cannot be ruled ouc—in 


Tables Csmthal Government iNVEirMENT (Equity and Loans) in CsNnuLOovBRNMEirrPBs 

(Rt miUlon aiidpirc«nla$U) 


Sector 

As on 
31/3/1963 

At on 
31/3/1973 

At on 
31/3/1990 

Between 
31/3/63 and 
_31/3/75_ 

Between 
31/3/73 and 
_31/3/90_ 

Between 

3l/3MSand 
_31/3/90_ 


Value 

/ 

Per Call 

Value 

Percent 

Value 

Percent 

Value 

Percent 

Value 

PerOnt 

Value 

Percent 

Goods fflsnufoeforiag 
Agro-baied 

3 

0.02 

91 

0.12 

719 

0.08 

87 

0.17 

628 

0,07 

713 

0.08 

Chemicals and 
pharmaceutical 

288 

1.41 

2229 

3.06 

20(13 

2.16 

1941 

3.71 

17887 

2.08 

19828 

2.18 

Coal and lignite 

1290 

6.33 

3748 

7.90 

119972 

12.89 

4438 

8.51 

114224 

13.31 

118682 

13.03 

Consumer 

129 

0.63 

1339 

1.84 

25344 

2.72 

1210 

2.31 

24005 

2.80 

25216 

2.77 

Fertilisers 

1073 

3.26 

8300 

11.41 

52711 

3.66 

7226 

13.80 

44412 

5.18 

31638 

3.67 

Heavy engineering 

2372 

11.63 

6927 

9.32 

18340 

1.97 

4336 

8.70 

11413 

1.33 

13969 

1.75 

Minerals and metals 

1303 

6.40 

7163 

9.83 

57777 

6.21 

3838 

11.19 

30614 

5.90 

36472 

6.20 

Medium and light 
engineering 

442 

2.17 

1700 

2.34 

21468 

g.31 

1238 

2.40 

19768 

2.30 

21026 

2.31 

Petroleum 

2414 

11.84 

4808 

6.61 

100048 

10.75 

2394 

4.57 

93240 

11.10 

97634 

10.72 

Power 

0 

0.00 

0 

0.00 

172535 

1833 

0 

0.00 

172335 

20.11 

172533 

18.93 

Steel 

W3S 

43.81 

18801 

13.84 

82999 

8.92 

9863 

18.84 

64198 

7.48 

74064 

8.13 

Textiles 

0 

0.00 

780 

1.07 

23136 

2A9 

780 

1.49 

22376 

2.61 

23136 

2J4 

Transport 

Total goods 
manufactured 

443 

2.17 

2702 

3.71 

25407 

2.73 

2260 

4.32 

22705 

2.65 

24963 

2.74 

18693 

91.66 

60387 

83.27 

720591 

77.41 

41892 

80.00 

660004 

76.91 

701897 

77.09 

Services 

Contracts and 
constnictioa 

73 

0.37 

249 

0.34 

7577 

0.81 

173 

0.33 

7328 

0.83 

7502 

0.82 

Financial services 

13 

0.06 

1699 

2.34 

96438 

10.36 

1686 

3.22 

94759 

11.04 

96445 

10.39 

Section 23 

6 

0.03 

7 

0.01 

680 

0.07 

1 

0.00 

673 

0.08 

674 

0.07 

Telecommunicaiion 

0 

0.00 

0 

0.00 

28040 

3.01 

0 

0.00 

28040 

3.27 

28040 

3.08 

Tourist services 

20 

0.10 

198 

0.27 

1789. 

0.19 

177 

0.34 

1591 

0.19 

1768 

0.19 

Trading and marketing 

333 

1.63 

3212 

4.41 

24342 

2.64 

2879 

5.50 

21331 

2.49 

24210 

Z66 

Ttansportadon 

1012 

4.96 

6397 

8.79 

47119 

5.06 

5384 

10.28 

40722 

4.75 

46107 

3.06 

Ind dm and technical 
consultancy 
Total'services 

241 

1.18 

411 

036 

4113 

OM 

169 

0.32 

3704 

0.43 

3874 

0.43 

1701 

8J4 

12171 

16.73 

210319 

22.39 

10470 

20.00 

198148 

23.09 

208618 

22.91 

Grand total 

20396 

100.00 

72738 

100.00 

930911 

100.00 

32362 

100.00 

838132 

100.00 

9I031S 

100.00 


Sountr. Depsitmeat ofPnblic Bnttqirises (1990: V<d I for 1989-90) and Bureau irf Public Enupriies. 1976, Vol 1 for 1974-73. 
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fact these arequite common. ItisdifRcultfor 
such effoits to succeed unless one is willing 
to bear (he costs of trial and eiror in terms of 
time, resource loss, etc. Such losses are in fact 
the short-term costs for the long-term bene¬ 
fits of not only self-reliance but that of 
efficient production. Ideally the persons in¬ 
volved in the projects should be given a 
reasonable time to deliver the goods. Hence 
it is important to plan for the future. During 
that time they ne^ to be given the necessary 
facilities with the attitude that they would 
succeed, rather than questioning their poten¬ 
tial every now and then. In particular they 
need to be protected against foreign interests. 
Since their output was meant to replace im¬ 
ports, international manufacturers who other¬ 
wise would find a larger maricet would be 
adversely affected. Naturally it would be in 
the interest of these foreign sellers and their 
Indian agents to see that such indigenous 
efforts do not succeed. 

Indigenous efforts just like any other effort 
may not prove to be successful. But we are 
not aware of examples where such efforts 
failed despite the necessary support. On 
the other hand we can cite examples where 
FEs demonstrated their capabilities. How¬ 
ever lack of proper plantung, lack of support, 
indifference and even active opposition 
prevented the ftili indigenous potential 
from being realised. The experience ofPlan- 
ning and Development Division of PCI 
(P and D) would be a good case study to 
substantiate this.' 


Experience of P and D 

J P and D started as the Technological 
Department of the Sindri plant of PCI to 
undertake routine maintenance and trouble 

i shooting. Thanks to the initiative of the scien¬ 
tists and engineers, the activities of the de¬ 
partment soon diversified. From the very 
beginning P and D demonstrated its compe- 
^ tence in different areas connected with 
^ fertiliser production and research. Fbrexam- 

S ple, it started developing processes for 
fertiliser production and catalysts. P and D 
was among the few organisations to have a 
M full range of catalysts. It also set up success- 
I fully nitnc acid and calcium ammonium 
I nitrate plants in Rourkela in the early 1960s. 
In the late 1960s when the government 
decided to set up the Durgapur and Cochin 
feiTiliser plants, P and D along with PACT 
Engineering and Design Organisation 
(FEDO) were appointed as the prime con¬ 
tractors with tlw responsibility of design¬ 
engineering, erecting and commissioning. 
The government insisted on large plants of 
capacity of 600 tonnes per day and above 
despite P and D*s preference for more stan¬ 
dard plants of smaller capacities. In fact such 
big size plants were new even by the inter¬ 
national standards at that time {Ghosh 
1986:700]. 
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Despite certain achievemoits in toms of 
using more indigenous equipment, saving 
foreign exchan^, etc,' some {Hoblems were 
faced [Ghosh 1986:700]. This is not un¬ 
expected. What was necessary was to give 
P and D the time to learn from experience and 
the opportunity to utilise such experience for 
setting up plants in future. Hie necessary 
time however was not available. The govern¬ 
ment failed to plan fertiliser production pro¬ 
perly. Perhaps to compensate.for its earlier 
inaction, the government decided to set up 
several other plants in the public sector in 
quick succession during the short period of 
about lOyears between the late 1960s and the 
late 1970s andappointedPandDasthe|»itne 
contractor. Even before the trial runs began 
for the Durgapur and Cochin plants in 1972, 
the design-engineering of the plants at 
Barauni, Namrup Q, Haldia, Tocher and 
Ramagundam were finalised and were at 
different stages of construction [Ghosh 
1986:701], Further the govermnent did not 
go for standardisation in terms of scale of 
operation and feedstocks used. Except the 
Durgapur and the Barauru plants all these 
projects were dissimilar in toms of the scale 
of operation and the feedstocks used (naph¬ 
tha, fuel oil, natural/associaterj gas or coal) 
[Dhar 1989: Chapter IV]. Hence on various 
basic aspects the process started anew. Past 
experience could not be ftiUy utilised. The 
government started with 600 tonnes per day 
ammonia plant and soon decided to go Ah' 
900 tpd plants. In the 1980s when Thai 
Vaishet and Hazira plants were set up, gov¬ 
ernment went in for even alriggercap^ty of 
1,350 tpd plants. And this lime the govern¬ 
ment did not even short list the public sector 
engineering contractors, P and D and FEDO. 
Thus government decided not to use what¬ 
ever experience was earned at Pand D. It may 
be noted that despite the constraints men¬ 
tioned above, the performance of the plams 
improved over the years. In ^ the plants set 
upin the late I970s(eg,Sindri mod^sadon 
plant, Nangal expansion plant, Novell 
fertiliser, etc) performed much bettor than the 
first generation ones [Ghosh 1986:701], This 
turned out to be a controversial decision. 
Some have argued that government went Jn 
for the 1,350 tpd capacity plants to basically 
sidetrack P and D. There are indications to 
believe such allegations. Significantly 
enough, evoi internationally, 1,330tpd were 
not yet the standard si». Tlieie are also 
international and domestic findings to sug¬ 
gest that the 1350 tpd plants mqr not bb 
cost effective.* 

P and D in fact all through has been the 
subject of opposition from various interests. 
The government in the 1960s actively nego¬ 
tiated with an US firm, Bechtal*, a proposal 
for giving them the main lesponsibili^ for 
setting up fertiliser plants in the country. If 
the conditions impowd by Bechid weie not 
so onerous,' then the Bedital proposal may 


have materialised and rudurally P and 0 
would have had a much restricted role to 
play, if at all. 

l^en tile govermnent approached USAID 
for aid for the Trombay fertiliser project in 
1967, it imposed the condition that the jr^ 
must be given to an American contractor on 
a turnkey basis and not to any indigenous 
contractor [Ghosh 1986:699-700], 

The president of the World Bank in the late 
1960s openly expressed his scepticism about 
India’s technological and managerial com¬ 
petence to set up fertiliser plants [Dhar 
1989:214]. World Bank holds no brief for 
indigenous efforts. There is in fact an in-built 
bias against indigenous enterprises in the 
World Bank fun^ projectl. The World 
Bank insist on global toidering for selecting 
engineering contrmitors, suppliers of plant 
and machinery, etc. The bids areevaluat^ on 
the basis of price and/or competence. Re¬ 
garding competoice, the subjemive assess- 
mem has often been the decittog factor. The 
World Bank would insist on comparison 
with international marmfacturers. The less 
experienced indigenous films would natu¬ 
rally be in a disadvantageous position parti- 
cularlyifexpenenceof doing tte latest things 
are insisted upoa They often cannot cite 
previous experience in their support. And the 
World Bank does not consider the poten¬ 
tiality^—the fact that under certain conations 
expUned above the indigenous enterprises 
can also deliver the goods. It may be men¬ 
tioned that P and D was actually appointed as 
the prime contractor for two W^d Bank 
funded public sector projects—Sindri 
modemi^on and Nangal expansion. How¬ 
ever the World Bank restricted the usual role 
of a prime contractor and insisted upon a 
larger role for foreign companies [Dhar 
1989:237-39}. Several studies [Menon 1980; 
Dhar 1989:23747] in fact have pointed out 
that the involvement of indigenous contrac¬ 
tors md equipment manufacturers is signifi¬ 
cantly less in Wmld Bank ftinded projects 
compared to those funded otherwise. 

Siwe the 1960s it has bm suggested on 
several ot^ions that FCI should be re¬ 
organised and P and D separated from it This 
in fact was a major recommendation of the 
US team which came to India (as insisted by 
USAID and accepted by tiie gSveramem of 
India) to review the operations of FG. This 
had^throughbeenopposedbythesuppor- 
ten of indigenous efforts on the ground that 
research would suffer if de-linked from pro- 
.duction units since the constant feedback 
would be absent. That there areotheradvan- 
tages of being a part of a larger organisation 
in terms of getting funds far research. That as 
a part (Mf the company which is supposed to 
use tbe^ervices, it would be more t^cult to 
ignore tile claims of P and D. Thanks ulti¬ 
mately to the support of some senior bureau- 
enfel Md techincrats, some whom later 
joiand oipnisations like Bechtal and tin 
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World Bank, PCI acnially was split into Brown Boveii <ABB). The government ar- imports. Some efforts were made at BHEL 
several companies in 1978 and P and D was gued that to fulfili the targets of freight and But these too were ignored. It is significar 
de>linked from production units and passenger trafHc in the coming years, Indian that an expert in the field. A K Chattc 
rBOtganisedasanin^pendentfirm,Fertiliser Railways would need ABB type high speed padhyay, currently with the Indian Institui 

(Planning and Development) India, later re- heavier engines with long haulage capacity of Technology, Kharagpur, while admittin 

named Projects and Development (India), and the country does not have the technology that there are certain techno-economic ac 

[Ghosh 1986:701-4], to produce them (Sanyal 1992). The deal has vantages of the ABB engines over the U( 

become controversial with BHEL claiming graded5,000HPenginesbcingdevelopedb 

OnnaExAMPLES thatitcanproducethese6,000HPengines. A BHEL, pointed out, "This does not mean th< 

company spokesman pointed out that though I am advocating the controversial deal ( 
One can provide several other examples of Japanese collaboration is contemplated, at import the ABB locomotives at an astronc 
how ladt of planning, lack of support and Ieast20percentindigenoustechnology would mical cost. They could have been develr^ 
active opposition have resulted in imports. be used and with the transfer of technology, indigenously much earlier with a little (bn 

AComputerGroup wassetupunderElec- the engines would soon be produced indi- sight and contidcncc in our own engineer! 

tronicsCorpnoflndiafEQL) to manufacture genously[7'/ieSiatesm<in/l992a].Itissigni- This particular technology was among th 
computers. Mid-way however the govern- ficant that when tenders were first floated, projects discussed by the delegates of a ni 
ment liberalised imports thereby making indi- ABB was not the lowest bidder. The railway tional woikshop on ‘Power Electrotiica- 
genous efforts sup^uous. The company in minisUy did not award the contract to the Industry/Academic Interaction' held at HI 
fact suggested that the government should lowest bidder. Instead the ministry called for Kharagpur in May 1988. Further work o 

decide where it wants to develop indigenous two more tenders, allowed protracted negou- this m research and academic institutes an 

technology and use it and wlierc imports arc ations with companies with higher bids and industries and production units was recon 

to be pnmitted [CPU 1981a:48]. ultimately selected ABB (Bhushan 1992). mended. But follow-up action by RDSO an 

Centre for the Development of Telematics The railway minister defended the decision theBHELwastooslow.ltwasfinally aborte 

(C-DOT) is a good example of what govern- to prefer ABB to BHEL basically on the by the decision to import the locos 

ment support can do and also the implica- ground that the ABB offer is cheaper and that (Chattopadhyay 1992]. 

tions of absence of it. C-DOT was set up in the BHEL technology was untested. The 

1984 to design and develop electronic tele- finance ministry cleared the deal though a III 

phone exchanges. The TNCs in the area note prepared by its own department of eco- Excess Capacity and Lack of 

together with some politicians and bureau- nomic affairs expressed strong reservations Planning 

crats had all through opposed C-DOT. How- about the claims of the railway ministry. The 

ever initially it was i^le to withstand such note pointed out that the ABB technology Over the years PEs have created hug 
{xessures primarily due to the direct support was also untested and that the railway capacities in diverse fields. Due to import 

provided by the then prime mtpister, ministry evaluated the tenders on the basts and inadequate investment in relevant at 

Rajiv Gandhi, to Sam Pitroda and his team of a higher exchange rate of rupee which cas, as discussed above, a significant pro 

at C-DOT. It successfully developed the 128 implied a higher cost of the BHEL offer* portion of it has remained under-utilise 

line exchange in 1983, then the rural auto- [Chengalvarayan 1992]. [Department of Public Enteipnses 1991 

mauc exchange (RAX), which functions BHEL was al.so involved in upgrading Vol 1. Statement 23]. The government o 
without air-conditioningandforwhich orders 5,0(X) HP engines. According to the Railway the other hand continues to incur expendi 

have been received from other countnes as ConventionCommiueeof Parliament, which ture on new capital goods. A part of it is c 

well. It also developed the 10,000 line ex- probed the ABB deal, these engines could course supplied by the PEs. One woul 

change. C-DOTreceived intemauonalreaig- have been used lor meeting at least the have expected the government to explor 

nidon for such achievements in such a .short short- and medium-term requirements of th : the possibility of utilising such excess caps 

time in an area dominated by a few big railways rather than importing the ABB city in the public sector to reduce the pui 

telecom TNCs. At home however the oppo- engines at such a high pnee. The ABB loco- chases from others including imports. Th 

nents woe not willing to provide the ncces- motives would cost R$ 430 million each requirements of capital equipment in dil 

saiy encouragement and support to C-DOT compared to the price ofRs 30 million for the ferent PEs and other governmen 

to complete the final stage of the original indigenously manufactured locomotives of organisations could have been identified i 

programme, viz, the development of the similar power (3,000 HP). The committee advance and the other PEs could have bee 

40.0001inenuunautomaticexchange(MAX). also recommended that indigenous R and D asked to see whether they can deliver thes 

The indigenous efforts were condemned as in the field should be strengthened and better goods, and if.so, at what costs ItispossibI 

being too slow. They preferred off the shelf engines developed in the future [The States- that with marginal investments and give 

technology from the TNCs. Despite such man 1992b; The Economic Times 1992bJ. reasonable time they could have supplie 
obstacles, C-DOT ultimately in 1993 did It is significant that the government took competitive products. As we havccxplaine 

develop the 40,(X)0 line exchange though hardly any initiative in the matter. Assuming above, so long as the prices are higher tha 

significantly behind schedule and short of that,asclaiincdbythegovcmmcnt,thc6,000 the variable costs, it may pay to buy froi 

some of the original specifications.' Mean- HPABB type machines arc absolutely neces- thc.se PEs even if the prices are higher tha 

while the opponents of C-DOT ultimately saiy to handle the projected growth in traffic, those available from others, 

had their say—the Indian market has been the government could have anticipated the One can go a step further and argue th. 
thrown open to the giant telecom TNCs. growth in traffic. Itcouldhaveundertaken an even when PEs arc unable to deliver th 
Naturally the raitry of these TNCs would be R and D programme and asked the public entire goods in the short run, the PEs ca 

an obstacle to the further development of sector locomotive manufacturing/R and D use its bargaining power to make room f< 

indigenous technology atf C-DOT [The fiico- units (Chittaranjan Locomotive Works, alaigcrroleofthePEs.ForexampIc.ONG 

name Times 1991; Anand 1992, 1994; BHEL and Research Design and Standard is a major buyer of equipment from abroat 

Chandra 1990:28; Aggarwal 1993]. Organisation) well in advance to develop the By virtue of this, it .can insi.st that Pf 

The govonment has recently decided to required engines. It despite the support, the should be involved as sub-contractors suj 

import bfHOO HP electric locomotives worth latter had failed to deliver the goods within a plying a part of tho.se they are capable < 

$190 million from the Swedish TNC, Asea reasonable time, then one can cmntemplatc [CPU 1987a 96J. 
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Such overall planning for the public sector 
as a whole is conspicuous by its absence. 
CPU (]987u) in fact has commented on “the 
absence of any long-term and peispcctivc 
planning for the optimal utilisation of the 
facilities created at huge cost" (p 96). 

Two major constraints on increasing pub¬ 
lic investment arc availability of foreign ex¬ 
change and problems of raising domestic 
lesourcesinanon-inflatioiiary way. Ahighcr 
utilisation of capacities would les.scn these 
pressures by reducing ini[iorts and by in¬ 
creasing profits. 

An elaborate system has developed over 
the years for deciding public sector projects. 
Any major public sector project is Hnaiised 
only after it is examined at different levels 
in different official agcncies/committecs 
of bureaucrats and ministers, e g. Public 
Investment Board. Plan Finance Division 
of the Ministry of Finance, Project Ap¬ 
praisal Division ul the Planning Com¬ 
mission, Bureau of Public Entcrpri.se, the 
administrative ministry concerned, the 
Cabinet, etc [Moins 19X71. 

There is however hartlly any forum where 
an investment project is evaluated from the 
point of view of the public .sector as a whole. 
Bureau of Public Enterprises was actually 
setup with the objectives, among others, 
of p^orming the function of co-ordinating 
PEs on important matters and of formu¬ 
lating policies for the public sector as 
a whole. However such objectives have ba¬ 
sically remained unfullillcd (Economic 
Administration Rcfoims Commission 
1984b:S4-SSl. BPE has hardly attempted the 
type of planning lor the public .sector as 
discussed above. 

On the b,a.sis ot the resources available, the 
Planning Commission piovides estimates of 
lectoral output that arc necessary to achieve 
lie overall targeted rate of growth in the plan, 
fhese sectoral outputs and targets give the 
nvestment requirements in each sector. The 
mblic (as well as the private) sector projects 
oe expected to be cuiisisicnt with these scc- 
joral estimates (Morris 1987.91. Naturally if 
^ extent of excess capacity in a sector is 
luch that the anticipated increase in output 
be taken cure of. then extra capacities 
mould not be set up if planning exercises are 


lompeteni and stiictly carried out. But the 
Banning Commission (or for that matter any 
ther official body) docs not consider 
hether the capacities set up for particular 
urposes and at present under-utilised, can 
e utilised for the new in vest ments proposed. 
In this context one may mention the new 
lil coach factory .set up by the government at 
ipurthala as an example of the govem- 
lent’s inattention to the objective of profit- 
bility of the public sector as a whole. The 
ictory commenced production in 1988 
idinisfiyof Railways 1990:33]. Railway 
|>aches till then were produced by three 
Iher PEs, integral Coach Factory, BEML 


and Jessop. The new factoiy with a capacity 
to produce 1,000 coaches per annum was 
justified on the ground that there is a huge 
demand potential. That there is need for 
increasing the number of coaches is not de¬ 
nted. But due to budgetary constraints the 
railways were unable to buy whatever these 
three PEs could offer. In fact the Kapurthata 
Factory made BEML apprehensive about 
their demand. Between 1979-80 and 1986- 
87, railways, c g, placed orders for only 297 
coaches per annum on an average with BEML. 
Hence about 2S per cent of the installed 
capacity of400 numbers of BEML remained 
under-utilised [CPU I988a:54]. Even if pur¬ 
chase of coaches by the railways were to go 
up, the question remains whether it would not 
have been better from the point of view of 
profitable operation of the public sector to 
rely on the existing factories. Not only Jessop 
which has direct experience in manufactur¬ 
ing coaches, there are a number of other 
engineering companies, e g, Bum Standard 
Company and Bridge and Roof Company 
(India), which produce related products like 
wagons for the railways. A basic problem of 
these units is under-utilisation of capacities. It 
would have been nahirally much cheaper to use 
the infrastniclurc already avail^le to expand/ 
diversify to meet the requirements of the rail¬ 
ways rather than settingupa green field project 

IV 

Private Interests 

Persons mnning PEs have very often used 
them to further their own private interests 
rather than that of the enterprises. The reports 
of the CPU can be used to identify concrete 
instances. 

Two sick tannery units of a private firm 
weretakenoverin 1969 to form Tannery and 
Footwear Corpn of India (TAFCO). CPU 
(1981b) reported that though the dues were 
promptly paid to the erstwhile owners, the 
assets of the firm including trademarks were 
yet to be legally transferred to TAPCOdue to 
some disputes. The TAFCO management 
went out of its way to keqi the claims of 
the ex-owners of the firm alive. This 
directly went a^nst the interests ofTAPCO 
since it could not take any legal action 
against the widespread misuse of il^ trade¬ 
marks by others which took place during the 
long period. 

Ontral Inland Water Transport Corpora¬ 
tion (CIWTC) sold many vessels which were 
very much in running condition, at a fraction 
of the market price. CPU (1978a) narrates 
how a handful of top officios of CIWTC in 
collaboration with the buyers manipulated 
the entire sale procedure to derive private 
monetary beneBts at the cost of the company. 
In one case, the company sold a vessel for just 
Rs 0.31 million after spending Rs 1.33 mil¬ 
lion on repairing it The rqilaceinent value 
was estimated at Rs 8 million. 


Again CIWTC tmportfd seven vacuvators. 
CPU (1978b) point^ out that due to private 
motive, two top officials of the company did 
not explore lower cost alternatives. Indige¬ 
nous manufacturers were contacted but ef¬ 
fectively by-passed. The CPU quotes from 
internal notes of the company officials to 
show how negotiations with indigenous 
manufacturers were delayed as a part of the 
strategy to justify imports which would be 
quicker. Use of vacuvators owned by the 
Food Corporation of India was also not ex¬ 
plored. CPU also pointed out that the 
vacuvators were probably not new but recondi¬ 
tioned ones. The engine numbm quoted 
by the suppliers did not tally with tfte num¬ 
bers actually given in the vacuvators. More¬ 
over there were frequent breakdowns. 

The Trombay unit of the PCI entered into 
an agreement with a foreign firm for the 
supply and installation of ammonia, urea and 
nitric acid plants. The foreign firm could not 
start the plant in time and PCI made a claim 
for compensation for the delay. Despite the 
opinion of the general manager and the legal 
advice taken that the company stick to its 
claims, the company withdrew the claim on 
the ground that a compromise would be 
better than going in for arbitration. The 
managing director who withdrew the claim 
and signed an agreement for a much smaller 
compensation left the company soon after 
and joined the satire foreign company as 
consultant. CPU (1969) commented that “the 
managing director did not act entirely in the 
interests of the corporation” (p 9). 

Stealing of coal and other malpractices in 
the coal fields are well known. CTPU (1981 c), 
e g, commented, “An in-depth survey of 
malpractices in Dhanbad coal field area by 
CBl teams has brought to light several mal¬ 
practices in sale and movenrent of coal, award 
of contracts and purchase orders, reporting of 
stocks, etc. Involvement of senior officials of 
coal companies is clearly indicated" (p 48). 
Such private gain is a major factor behind the 
public sector coal mines' losses. 

Similarly theft of power has reduced the 
revenues of state electricity boards. It has 
been estimated that about S-1 Oper cent of the 
electricity generated has been lost due to un¬ 
metered use (theft) and also due%> inadequa¬ 
cies in the distribution system [Surrey 
1988:369]. 

V 

Apathy 

That things may go wrong is of course not 
unexpected. What is important is to take 
corrective action. The reports of the CPU 
however have highlighted over the yean 
instances of government's inaction and. 
apathetic attitiii^. 

After examining Biecco Lawiie, the CPU 
came to the conclusion “that it is a case of 
utter neglect, indecisiveness and qiathy both 
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on the part of the undertaking as well as the 
government” [CPU 1988c:74]. The govern¬ 
ment did not close down the unit or merge it 
with another healthier company as recom¬ 
mended by an official committee. Neither did 
it commit itself to any concrete plan of action 
for the levival of the company. In fact the 
CPU (1988c) reported that the government 
did not even approve the micro-objectives of 
the company on the ground that its future is 
undecid^. 

Another CPU came to a similar conclusion 
regarding Khetri Copper Complex: “An il^ 
depth study of the lOietri Copper Complex 
has brought to light among other things, that 
the administrative department of the govern¬ 
ment was more or less passive witness to the 
bad performance almost throughout” [CPU 
t98Id:44]. 

The Surgical Instruments Plant under the 
Indian Drugs and Pharmaceutical has been 
incurring losses since its inception in the 
early 1960s. There is practically no de¬ 
mand for its product: it can produce instru¬ 
ments based on Russian design but the 
surgical profession in India is used to west¬ 
ern designs. It employs more than 1,100 
persons out of which SO are utilised in 
general engineering side and ISO in the 
pharmaceutical formulation unit, which was 
set up later. The remaining 900 persons are 
without work: they come and literally sit 
and go back. Possibilities of utilising the 
surplus staff in other PEs, e g, HMT and 
Bharat Electronics were explored but no 
concrete steps have been taken as yet [CPU 
1987b:77). 

Jessop complained to the CPU that lack of 
demand is a major problem. But even when 
they manage to get orders, shortage of work¬ 
ing capital prevents them from making full 
use of the situation (CPU 1982a:2]. The 
government ultimately is forced to provide 
may be larger amounts of money to finance 
the loss, which further increases costs due to 
the interest burden. Instead if initiative were 
taken to provide/arrange working capital 
beforehand, then losses and costs would have 
been less. 

A factory was set up at Gaziabad under 
Bharat Electronics primarily for manufactur¬ 
ing specific defence equipment. After the 
commercial production was started, the de¬ 
fence minist^ changed its purchase plan and 
stopped buying, rendering thereby the capa¬ 
cities created superfluous. Thecompany, Uke 
aprivatesectorfirmifsimilarly plac^, sought 
compensation from the government for not 
honouring its commitments. Of course for 
the public sector as a whole intra-firm com¬ 
pensation does not mean much. But what is 
worth mentioning is the lackadaisical atti¬ 
tude of the government. It not only denied 
compensation but argued that “problem of 
undw-utilisation of capacity should be treat¬ 
ed as a normal production problem [CPU 
1986:101]. 


VI 

Suiiunary and Conclusions 

The sharp fall in public investment in 
absolute terms (at consumt prices) in the late 
1960s and the stagnation in absolute terms 
till the mid-1970s was a severe blow to the 
growth of res. Particularly so because it 
happen^ at a time when manufacturing PEs 
were still in the formative stage. The fall in 
public investment implied a fail in the de¬ 
mand for many PEs producing capital goods. 
With PEs themselves the major/sole buyers 
of many capital goods from other PEs, 
demand naturally appeared as a major pro¬ 
blem. TTie fall in demand by reducing profits 
and hence resources for investment, had a 
further depressing effect on public invest¬ 
ment (Section I). 

In absolute terms public investment re¬ 
covered by the mid-1970s. But by then the 
structure and the character of public inve.st- 
ment had changed. Investment in an impor¬ 
tant sector, VIZ. railways remained depressed 
all through. In aceordunce with the priorities 
in the Second and Third Five-Year Plans, 
steel and heavy engineering received the 
bulk of the government's investment funds. 
But the allocation in thc.se sectors went down 
subsequently creating problems in other sec¬ 
tors which developed to cater to the former’ $ 
requirements. On the other hand increases in 
investment, e g, in a number of the services 
sector generated hardly any demand for the 
type of machine building capacity India 
generated. Moreover despite domestic availa¬ 
bility, capital goods and technology began to 
be imported (Section I). 

Imports have taken place under different 
circumstances. In a number of cases the PEs 
were denied the opportunity to even compete 
against imports as, e g, in bilaterally aided 
projects. In other cases imports have been 
justified on the ground that the PEs were 
given the opportunity but they could not 
compete against the foreign manufacturers. 
But depending on the variable casts of pro¬ 
duction, it may be more profitable—from the 
point of view of the PEs as a whole—for a PE 
to buy costlier goods from its sister PE. Such 
impact on the profits of the PEs as a whole 
was not considered. Non-price factors such 
as delivery time, quality, reliability have 
been cited more often than the price factor in 
defending imports. But our examples in 
fertilisers, electronic telephone exchanges 
and electric locomotives show that the capa¬ 
bilities of PEs were often not recognised or 
further developed paving the way for im¬ 
ports. Lack of proper planning, lack of sup¬ 
port, indifference and even active opposition 
prevented the full indigenous potential from 
being realised (Section II). 

Due to such imports (and also inadequate 
investments in relevant areas) a significant 
proportion of the ciqiacities created over the 
years in the public sector has remained 


unutilised. The requirements of capital equip¬ 
ment in different PEs and other government 
organisations could have been identified in 
advance and the other PEs could have been 
asked to sec whether they can deliver these 
goods and if so, at what costs. It is possible 
that with marginal investments and given 
reasonable time they could have supplied 
competitive products. One does not observe 
such overall planning for the public sector 
(Section 111). 

The inadequate and ad hoc public invest¬ 
ments and the under-utilisation of public 
sector capacities discussed in sections I to 
III reflect to a large extent the situation that 
those who control the PEs do not have 
efficient operation of the PEs as their major 
objective. 

The shares of the central government 
PEs are held by the president of India. On 
behalf of the president, the central govern¬ 
ment not only appoints the board of direc¬ 
tors, the chairman, the managing director, 
etc, to run the enterprises. It also exercises 
control in different formal and informal 
ways. The PEs arc required to gel a host of 
approvals from the government, e g, re¬ 
garding investments, pricing etc. In addi¬ 
tion the government calls for different types 
of information and gives inslructions/sug- 
gestions. These are done not only in writing 
but also verbally. It encompasses the entire 
range of operation of the enterprises, e g, 
awarding contracts for purchases, 
dealership, etc [Economic Administration 
Reforms Commission 1984b:51,7S; Eco¬ 
nomic Administration Reforms Commis¬ 
sion 1984c:22-23]. Hence PEs may be con¬ 
sidered to be controlled by the ministers 
and bureaucrats—representing the govern¬ 
ment—and the top management. 

A necessary condition for the profitable 
operation and the growth'of the PEs is that 
those who run them should be interested in 
such objectives. We have indicated a number 
of cases where the top management of the 
PEs have used them to turthcr their pnvate 
interests rather than that of the enterprises 
(Section IV). Such private interests have 
operated not only at the firm level. Hicre are 
reasons to believe that some top level 
decision-makers in the government have also 
used the PEs to further their own interests. 
Imports provide one such opportunity. For¬ 
eign manufacturers arc naturally interested in 
pushing their products into India. Reportedly 
it is quite common tor them to bribe influen¬ 
tial persons to secure the order. Once this is 
realised it may not be difficult to understand 
why the capabilities of PEs were often not 
recognised or further developed, why indi¬ 
genous efforts were often opposed and 
imports were preferred. Circumstantial 
evidence suggests that, the lure of private 
financial gain on thejMut qf^me decision¬ 
makers may have been an iihportant factor in 
such matters. 
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Since powerful persons are involved, it is 
difficult to gel hard evidence. But news¬ 
papers occasionally contain reports and com¬ 
ments about such manipulations. The 
Central Bureau of Investigation recently filed 
a case against V Knshnamurthy (a former 
secretary to government of India, former 
member, PlanningCommission, lormerchair- 
man of two large PEs, Maruti Udyog and 
Steel Authority of India) and some of his 
associates for allegedly receiving comihis- 
sions from foreign companies in connection 
with the latter's transactions with some PEs 
[TheKconomic Times 1992c). Another signi¬ 
ficant news Item recently was the arrest of a 
businessman by the directorate of levcnue 
Intelligence of the central government. He is 
reported to be very close to a union minister. 
His job was to secure global tenders tor 
foreign companies and act as commission 
agent between the supplier and the concerned 
minister and some bureaucrats [The Eco¬ 
nomic Times 1994). Again a reputed colum¬ 
nist, Nikhil Chakravartty (1992) while 
commenting on the imfiorts of locomotives 
from ABB by Indian railways pointed out 
that “there is very little room for doubling 
that a magnum-si/c kickback was involved 
in the deal". 

Apart from pnvale financial gain, the top 
decision-makers have used PEs for a number 
of other objectives not connected with the 
intcre.sts of the PEs. 

The level of public investment depends to 
a large extent on the re.sourccs mobilised and 
the tolerance limit of the government legard- 
ing inflation. Sluggish public investment 
which had a negative impact on the PEs, is 
basically explained by the inability/unwilling- 
nc.ss of the government to raise rcsouices and 
to face a higher level of inflation. The ways 
of raising resources to finance investment in 
a non-inllaiionary way are well known. The 
fact that the politicians in power did not 
adequately resort to such measures as taxing 
the rich farmers and landlords, the unac- 
aiuntcd income, etc. implies that they were 
more interested m preserving the interests of 
these prospective taxpayers rather than the 
growth of the country and the PEs. The lower 
the mobilisation of domestic resources, the 
higher was the tendency to seek foreign 
assistance. Foreign fund agencies more often 
than not insisted on imports and deprived the 
Pfis of the market. 

The pattern of public investment changed 
significantly particularly atterthcmid-60s to 
the detriment ot the growth of many PEs. 
Increasingly investment alkKalion served the 
political ends of the decision-makers rather 
than the growth objectives of the PEs |Eco- 
nomic Advisory Council 1987:5-6. l.T; Jha 
1985; viii |. TTie government, e g, .set up a new 
rail coach factory at Kapurthala, which was 
the Lok Sabha constituency of a close asso¬ 
ciate of the then pninc minister. If the profit¬ 
able operation of the public sector were the 


main consideration, then it would have been 
better to expand/diversify some existing PEs 
which produce similar goods but currently 
arc suffering from the problem of demand. 
Morris (1990) found that one of the impor¬ 
tant reasons for cost and time overmns of 
public sector projects is the inadequate 
funding of the projects. Due to political ex¬ 
pediency the government has a tendency to 
spread its resources thinly over a larger 
number of projects. 

We have also highlighted several instances 
of the government’s inaction and apathetic 
attitude (Section V). We discussed that while 
deciding the investment and imports of indi¬ 
vidual PEs, the government did not bother 
about the long-run implications and the im¬ 
pact on the profits of the PEs as a whole. Lack 
of co-ordination between PEs and planning 
for the PEs as a whole has been conspicuous 
by its absence. Such crucial decisions were 
not taken not necessarily due to private gain 
on the part of the dcci sion-makers. It could be 
a reflection of the degree of importance at¬ 
tached by them to the PEs. TTiey may have 
been prc-occupicd with other matters. 

Thus we would liketoconcludethata basic 
factor explaining the disappointing perfor¬ 
mance of the l^s in India has been that tho.se 
who control PEs were often cither not inter¬ 
ested in them or pursued theirown objectives 
when they were iniere.sted. Top government 
lunctionanes including the prime minister 
directly participate in'the decision-making 
process when they independently or through 
different committees, e g, the c^inct meet¬ 
ings take decisions, say about major invest¬ 
ments. pricing, etc. The prime minister 
directly or indirectly appoints all others 
involved in decision-making—chairmen, 
managing directors, bureaucrats and other 
mini.sters. Hence we can say that the 
objectives with which the PEs are run ulti¬ 
mately reflect the priorities of the top 
political authority. 

C>hviou.sly the.se objectives are not the sole 
determinants of the performances of PEs. A 
private firm docs not necessarily succeed 
even when tho.se who control it try to maximise 
its profits. .Similarly there is no guarantee that 
PEs would necessarily respond to a mure 
congenial environment. However there is no 
a priori reason either why PEs should not 
perform better if they are run with the objec¬ 
tives of efficiency and growth.'” 

Notes 

[The paper is a revised version of a Working Paper 
ot the Indian Institute of Management, Calcutta, 
issued in June 1993. The author thanks A K 
Bagchi for discussions, D Bhaiucherji and B 
O'Melto for comments andinpaiticuIarR Nagaiaj 
and .S Moms for discussions and commenis. They 
do not necessarily agree with the opinions ex¬ 
pressed. Financial assistance fromCMUS. Indian 
Institute of Management, Caicutia, is gratefully 
acknowledged.) 


1 DuringtheFiistFive-YearPlanperiod.29per 
cent of the public sector outlay was spent on 
irrigation and power and 27 per cent on 
transpon and communication. Funds spent 
directly on industry and minerals were rela¬ 
tively small (4 per cent) [Plaiining Commis¬ 
sion 1961:33]. 

2 It would have been better to consider the 
figures for gross fixed capital formation. But 
these are not available at constant pnees for 
railway investments. However, given the dis¬ 
tinct long-term pattern, gross domestic capiUil 
formation can be treated here as a proxy for 
gross fixed capiuit formation. 

3 For this case study we have pnmanly relied 
upon Dhor (1989: Chapters .3-6) and Ghosh 
(1986). 

4 The foreign exchange component of the total 
project cost were estimated to be 35 per cent 
for the Durgapur plant compared to 60 per 
cent for other projects set up in the late 19^ 
[Dhar 1989:139]. 

5 As just mentioned, the Barauni plant was 
taken up before the Durgapur plant was com- 
pleled and hence the experience of the latter 
could not be utilised. 

6 Outofthetotoliiuilalled capacity of ammonia 
plants in the world, the share of 1,350 tpd 
plants and above is only 25 percent. About 58 
percent of the capacity were for the 900-1.000 
tpd range [Dhar 7989. 263-64] Again an 
UNIDO study cited by Dhar (1989: 272) 
shows that at 80 per cent capacity utili¬ 
sation, 900-1,(XX) tpd plants would be more 
cost-effective 

7 Elechtal imiistcd it should be granted 49 per 
cent participation, guaranteed profits, nght to 
supply India the crude oil to be used as the raw 
material, etc [Ghosh 1989-699], 

8 The MAX developed by C-DOTcan take only 
three lakh call attempts in an hour compared 
to the Department of Telecommunication's 
target of eight lakh calls. In a press interview. 
tbeexecutivcdirectorofC-DOTadmitted this 
shortcoming but pointed out that the exchange 
meets the international norm and in fact com¬ 
pares favourably with that of the French TNC 
Alcatel’s E-IOB exchanges working in India 
[Aggarwal 1993]. 

9 The railway ministry used die exchange rate 
asonJune26, l99l.ie.iheilateofopeniiigilie 
tender. But xs per the guidelines of the Asian 
Development Bank, which financed the pur¬ 
chase. if the exchange rale as on December 24, 
1991 is used then the BHEL offer would 
actually be cheaper. 

10 In this context we note that privatisation of 
PEs has often been recommanded on the 
ground that it will eliminate the political 
and bureaucratic interferences and hence 
take care of a basic constraint faced by the 
PEs (sec, e g. S A Aiyar, The Economic 
Tunes. Calcutta, Much 8. 1993). A discus¬ 
sion on it is beyond the scope of the present 
paper. However, it may be mentioned that 
such prescriptions do [lot allow for the possi¬ 
bility of chsinge of priorities of the political 
authority. Moreover, privatisation may 
eliminate the political and bureaucratic 
intereferences as argued by Aiyar. But as 
pointed out by Nagaraj (in the same issue of 
The Economic Times), depending rm the 
market stnicture. quality of management, 
etc, the situation may not necessarily im- 
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prove. Tile nim ROW ei^^ojwd by ite politi* 
eiau and boroaecnui may be lepla^ by 
pilvaiB monopoly rents. To fully assess the 
feasibUity andeffectiveDess of pnvatisation, 
it is also important to examine the business 
environment and dw nature of the operation 
of dm private sector in India. 
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Backward Communities and Migrant Workers 

in Surat Riots 

Irfan Engineer 

In the nets in Surat that followed the demolition of Bahn mayid on December 6, 1992, the BJP and Hindutva forces 
had the ba'king of the migrant Hindu communities in the city These upwardly mobile communities were looking for a 
broader identity and a larger poUtical role, which the Congress had failed to provide The BJP attempted to fill this 
vacuum and, therefore, had the resources oj theu communities at its disposal 


THE communal noK which broke out all 
over the country after the planned demolition 
of Babn masjid in Ayodhya on December 6, 
1992 found their most barbaric expression in 
the industnal city of Surat Hundreds ot 
people belonging to the minonty Muslim 
community were done to death in an 
extremely cruel manner, women were 
subjected to repeated rapes and were 
humiliated by hoodlums of organised 
communal outfits like the BJP, VHP, Shiv 
Sena ard Bajrang Dal, and piopertv owned 
by members of the minority community 
worth ciores ol rupees was systematically 
looted or destroyed The consequences ot 
nots continue even today and a sense of 
unease prevails among the Muslims ot Surat 

While the element of shock and anguish 
was common to incidents ot communal riots 
in different parts of the country and Gujarat 
the nots in Surat gave nsc to anolherqucstion 
How and why did the nots break out in Surat 
which was known lor iis i ommunal harmony 
and peace ’ 

Riots in Surat wcic preplanned by the BJP 
with help Ironi othei flindutva forces While 
the general purpose ot these riots was to 
communalisc Hindus ,ind prepare them tor 
control over tlu stale apparatus hv Hindu 
fascist lorces, the immediate purpose in Surat 
was to win municipal elections, which wcie 
due to lx* held soon, by translating Hindu 
fears alter nots into a vote bank loi the BJP 
The riots were not unexpected on .iccount ot 
thevicious indvigoroiiscunimunakamp iign 
being (..trued out in the country in the 
immediate past Howes cr the extent ot 
Spontaneous participation by ditferent 
sections in the nots was not imagined even 
by the BJP Large-scale participation of 
migrant workers and the rule played by 
rumours in mobil ising the mobs on the sti ects 
were crucial liitois I he police were either 
absent oi inaitisi In some cases the police 
cvcnabettedihciioters anti scxial elements 
actively particip ucd in the riots is the police 
looked the otiicr w ly Muslims prosided the 
ne ec-iis >■) 'iV e\ j’lving i bnidh call 'o 
pill' I , n III ( IK I' tiiinsi d 

d'l * 1 V III i I I I K I ic I p"i 1 due to 
aneci, Inisir UK i o 'o iiiicr'upporl for 
elections K. tn ss idi woikcrs indiily d in 
rap’tu’ women > n an un[>tecedcnied scale, 
partly to vent the ir se\u il fnistr uion and to 
dcmonsli i c Ibc r power esc middle class 


women and partly in retaliation of the 
rumours about rapes of Kathiawadi women 
in Sayyedpura Rioting took place mostly in 
middle class societies and RCC concrete 
houses 1 here was hardly any violence in the 
slums In spite ot the communal outbreak, 
solidarity and mutual help cut across 
communal as well as class lines There was a 
marked difference between the Hrst phase 
and the subsequent two spells of noting 
While in the first phase noting look place 
mostly on the outskirts ot the city, with 
participation ot large number ot migrant 
workers and the Muslims by and large on the 
receiving end subsequent spells of noting 
occ urred within the walled city and in Rander, 
with local Surtees participating TheMachhi 
and the Kharwa youth participated with all 
the militancy and solidarity at the command 
of the community Here some local factors 
also played a significant role which was by 
,md large absent in the first phase of noting 
In the later period of the second spell of 
noting Muslims resorted to revengeful 
actions like throwing bombs on Kathi.iw.idis 
and setting lire to the slums of the Onvan 
workers The third spell ot violence was 
caused by the Hindutva forces ittcmpt to 
cash on in oppoitunity and give it a 
communal turn I He secular forces were 
totally absent from the scene as tin citv is vet 
to witness strong working class movements 
and oiganisations on class lines llu 
conseivative but prnspcnng middle class 
and the using castes are subscribing to the 
Hinduiv.i ideology ind so there is little hope 
fiom these sections i<) suppoit the cause of 
democratic and secular forces Ihc role ol 
the media in supporting and propagating the 
assertive 'cultural nationalism’ of the 
Hindutva is considerable 
Since much has already been wntten about 
Surat nots, the details ol events will not be 
icc.illcd here In this article I propose to 
examine the background of the city in the 
lirst part In the second part, I will desenbe 
the hold of communal politics on Gujarat 
and Its impact on Surat and examine why the 
B Ip cinilJ cli \ c lop I st, one nctwoi k in Suiat 
vvith till he p ot upAaidly mobile Rana 
t >hanc hi kharwa and Machhi communities 
I will also investigate how the Congress has 
lost credibility amongst the people in Sural 
and did not counter BJP’s propaganda In 
addition I will describe the Muslim 


communities of Surat In the thud part, I will 
focusontheconditionsof the migrant WQikeis 

I 

Surat City 

It was in 1795 that there were nots in the 
city for the first time The nots occurred 
between the bania community of traders and 
Muslims because of traders’ suppoit to the 
Bntish The Bntish gained control over the 
city but gradually shifted trading activities to 
Bombay As a resul t, the importance of Surat 
as a port began to decline While the Hindu 
merchants of the city entered into new 
relations with the Bntish and adapted to the 
changing conditions, the Muslims, who 
identified with Nawabs, could not do so 

Before the Bntish rule in India, relations 
between the Hindu and Muslims were cordial 
in Surat because of their interdependence in 
economic activities However, the Bntidi 
administration brought about many changes 
which strengthened caste/communal bonds 
among people The Bntish encouraged and 
welcomed delegations as well as representa¬ 
tions on the basis of caste and community 
Not surprisingly, the opposition to Bntish 
policies by different elites also asserted itself 
in terms of the caste/commumty interests that 
theelitesclaimedtoreprcsent i^ileitdivided 
elites along caste/communal hnes, it also 
strengthened the caste/commumty basis of 
ties and laid the foundation for inter¬ 
community rivalnes 

After independence, Surat made rapid 
economic progress with the growth of sm^l- 
scale industnes and informal sector in die 
city Several factors account for this growth. 
Oil exploration at Hazira and*natural gas 
exploration,a few kilometres away led to the 
establishment of big projects near Surat. ’The 
city IS well connected by rail and road to other 
major cities like Ahmedabad, Baroda, 
Bombay. Calcutta and Madias ’The state 
government encouraged small-scale units 
and theinformalsectorin Surat’The transport 
netw ork and cheap labour tontnbuted to these 
developments The crisis in some iiuiustnes, 
especially in textile industry in Bombay and 
Ahmedabad, also led to their shift to SuraL 

A large volume of industnal production in 
Surat IS exported Zan, powerioomi and 
diamonds are major industnes. ’These have 
attracted a large number of workers 6om 
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other parts of the oounuy as well u die suite. 
Due to diis migration, the population of 
Surat has increased phenomenally from 
8 lakh to 1.8 million betwen 1981-1991. 

iNDusniBs IN Surat 

Sural produces 40 pa cost of total yam in 
the country. It also accounts for 40 per cent 
of the entire production of synthetic textile in 
the country. It has more than 2.S- lakh 
powerlooms (about SO per cent of total 
powerlooms in the country). The industry 
employs more than 30 per cent of labour 
force of the city. 

There are about 2S0 medium- and large- 
scale dyeing units. They employ about 
30.(XX) woricers. There are many export- 
oriented ready-made garment manufacturing 
units. Diamond industry in the city employs 
more than 4 lakh workers. It contributes 
more than 80 per cent of total diamond 
exports from -India. The diamond exports 
from Surat are worth more than Rs 3,000 
crore annually. The workers as well as owners 
ate from Kathiawad (Saurashtra) while 
distributors are mostly from north Gujarat. 

Zari (gold thread) was once a major 
industry of Surat. In 1927, it employed 20,000 
workers and produced output worth Rs 80 
lakh. Later, with the emergence of textile and 
diamond industries, it was relegated to third 
position. According to 1971 census, there 
were300big and 800 small producers in Zari 
industry. It employed 30.000 workers and 
exports amounted to Rs 7 crore annually. 
However, of late the industry is facing threats 
from units producing artificial gold thread. 

Though Surat is dominated by small-scale 
units, it ranks next only to Ahmedabad in 
collection of income tax in Gujarat. As per 
1971 census, while its population was one- 
third of that of Ahmedabad. its income tax 
collections amounted to about one-half of 
the collections in Ahmedabad. 

The growth of industries in Surat has been 
haphazard. Unlicensed and unregistered units 
abound. Today, nobody is in a position to 
give a reliable estimate of numbers of 
operating units in the city in different 
iridustries. Many household units arc in 
remote areas and slums. Labour laws are 
unheard of and workers are paid on the basis 
of production. All means are employed to 
squeeze out maximum labour power of the 
workers by paying extremely low wages. 
There is no security of work. Workers are 
freely hired and fired by owners of industrial 
units. Industrial regulation laws are rarely 
implemented. Ruthless exploitation of 
labour forces them to live in abysmal 
conditions. 

The lumpen entrepreneurs of the city want 
quick returns by any means, fair or foul. In 
search of super proflts, lumpen capital 
organises large-scale evasion ofoctroi.excise 
and sales tax. This is so common that it 


hardly raises any eydirows in Surat There 
ate organised gangs with sufficient muscle 
power and powerful connections to help in 
evasion of octroi for a price. These gangs 
earn lakhs of rupees daily from octroi 
evasion alone! The super profits of lumpen 
capital further thrives on thefts of electricity. 
The unregulated and illegal units are hardly 
known to get legal electric connections. 
However, evoi the regist^ed factories pay 
the Surat Electricity Company employees to 
connect their wires, liypassing the meter. 
Boom in land prices partly reflects this 
aspect. Land prices in Surat are comparable 
to those of Bombay! Affluence has increased. 
While the working class lives in poor 
quality, over-crowded shelters with dirty 
surroundings and the number of high-rise 
building in affluent parts of the city, Athwa 
Lines and Ghod Dod Road, is growing. 
There are expensive parlours, restaurants 
and shopping plazas for the rich. The 
builders' lobby has become rich and 
powerful. According to one builder, there is 
a slump m demand of housing from the 
middle class. Bui Iders are now concentrating 
on cither low-cost housing (price less than 
Rs I lakh) or elite-housing (costing more 
than Rs 20 lakh per flat) with modern 
amenities. The strong lobby of builders has 
not only pushed up the price of land 
exorbitantly but has also encourageil land 
sharks with muscle power to grab land. 

The lumpenised capital needs organised 
muscle power and criminal gangs for its 
immoral and unregulated growth. Ihc crime 
rate in Surat is very high. Of late, the city has 
begun to attract attention of Dawood Ibrahim 
even as Latif gang from Ahmedabad already 
has Its hold over the city through its liquor 
distribution network (in spiteof prohibition). 
Thefts anddacoity incidents occur frequently 
due to ‘Chaddi Baniyan Dhari Gang', 
allegedly of migrant laborers from Orissa 
and Banda district in UP. The gang is 
notonous for attacking almost one flat every 
day and terrorising its occupants. One 
columnist, Hakumat Desai wrote in his 
column in Sandesh, a daily in Gujarat, that 
according to available statistics. almo.st one- 
eighth of residents of Surat arc rapists! 
Workers, especially Kathiawadis, staying 
away from their families for long, are sexually 
frustrated and frequently visit prostitutes. 
AIDS is making rapid inroads among them. 
‘Supari* contract for murders are also 
common. 

A few incidents will illustrate the 
magnitude of criminalisation in Surat. 
Recently in Bombay, when a prisoner was 
taken to the J J Hospital for treatment, ho 
was shot at. allegedly due to rivaliic- 
between gangs. The killers were also injured 
in a shoot-out with the police party guarding 
the prisoner. Later they were brought to 
Surat for shelter and clandestine medical 
treatment. They were arrested underTADA. 


along with the doctor treating them, from 
Surat. One Mahendra Choudhary, became a 
famous blackmailer and supari (contract) 
killer. He is alleged to have links with a 
number of politicians. When the police 
arrested him, he threatened to expose their 
misdeeds. Subsequently, he was shot dead 
by the police while he was being taken for 
investigations. The police justified the killing 
on the ground that he was trying to escape. 
The smugglers of Porbunder are known to 
hide in Surat becau.se of its safe underworld 
network. 

Hius, in Surat, extortion, blackmtdling, 
protection money rackets, thefts, rapes, 
evetca.sing, 'tackling' the agitating workers 
in exploitative informal and -unorganised 
sector, liquor trade and organised evasion of 
octroi and sales tax, are common activities 
yielding high profits. 

In recent times, the links between 
politicians and criminals have strengthened. 
A largeamount ofblack money from criminal 
activities find.s its way into pockets of 
politicians to buy patronage. Now, criminals 
run theirown political outfits. Shiv Sena and 
Bharatiya Minorities Suraksha Mahasangh 
(BMSM) eloquently reflect this tendency. 

The growing power of criminals in politics 
IS also influencing the leadership of parties 
like the Congress and BJP. The old leader¬ 
ship, which IS not so dependent on criminals, 
IS being pushed out. They are being replaced 
with the new breed of politicians with direct 
and strong links with cnminals. Sometimes, 
leaders themselves arc established criminals. 
The lone Congress MLA from Surat has a 
reputation of being a land shark with strong 
connections in the underworld. Similariy, 
the BJP is trying hard to draw gangs wielding 
mu.scic power into iis fold. Its influence 
over the state machinery and particularly 
the police has attracted criminals to the 
BJP. Recently, one BJP leader, one of its 
candidates for Surat municipal corporation 
elections, was accused ot possessing an 
unlicensed revolver and several cartridges, 
by the police. Hindu anti-social elements are 
also moving close to the BJP. Guns and arms 
are trccly available in Surat. A few months 
ago, the police stumbled upon a racket of 
issuing fake licences in which several 
politicians, criminals, and b&ilders were 
involved. T wo film producers from Bombay 
had obtained fake licences through the 
racket. Police constables and inspectivs 
pay Rs 2 to 5 lakh for prized postings in the 
city. These are among the highest rates for 
transfer of posting. Yet. this money is 
recovered within a year or two! 

Thii'. Suial, grv)wing at the fastest rate in 
A'.i.i I' 11'ly 'sith un'CgiilaiCv! growth of 
small-scale industry and lumpenised capital, 
generating a high proportion of black 
money. In turn, this accounts for high crime 
rate in the city as well as the all-pervasive 
control over it by different criminal gangs. 
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I' Communalisation in the Country 
and Its Impact on Surat 

The communal propaganda unleashed by 
he forces of Hindutva found fertile ground 
,n Gujarat. In fact, Gujarat has become the 
lastjon of Hindu communal forces. These 
uve steadily increased their strength ever 
b' ince the formation of Jan Sangh. However, 
t is not only communal fascism which is 
sserting itself in isolation. In the society 
tself there are fascist tendencies. The brutal 
uppression of dalits and tribals in Gujarat is 
more inhuman than in other regions. In 
{;uch a conservative and fascist ethos, 
ommunal fascism of the upper-caste Hindus 
uickly gained ground with forces of 
% lindutva providing the ideological justifica- 
t on for such tendencies and practices. 

I The explanation for these tendencies has 
f J be historically located. “The western 
{'hijarat is surrounded by Arabian sea. First 
ti'ambay and later Sural served a.s important 
|orts. It was situated roughly midway 
fetween markets of China and south-east 
j.sia" [David Hardiman: Penetration of 
ferchant Capital in Pre-Colontal Gujarat]. 
historically, Gujarat has had flourishing 
I ade and a prosperous class of Uaders. The 
^ze of this trading class has grown 
{gniflcantly in the last four decades. These 
|aders with a conservative and orthodox 
'^jilook have traditionally provided the 
^slitical ba.se for the BJP. The trading class 
’ll xl the rising middle classes always clamour 
! jv stability and faster growth. This is the root 
^uj.se of the tendency to brutally stifle any 
|)ice of dissent, which is viewed as an 
fuxrtainty that can hamper stability and 
‘|Owth. As mentioned earlier, it is this 
Unscrvatism and the authontarian tenden- 
|:s in the society that nurture communal 
Sscism. 

j There arc other, geographical and histoncal, 
fasons lot steady growth of communal 
Cscism on the fertile soil of Gujarat, 
iijarat shares its borders with Pakistan. 
|ime agencies in Pakistan are trying to 
tpply arms to terrorists in India. The Rann 
' Kutch. bordering Pakistan and the 
lastal belt ol Saurashtra have proved ideal 
such activities. The media in Gujarat 
I widely publicised this fact and magni- 
^ its dimension, giving it undue impor- 
uce. The nco-Iiterates and the rising 
iddle class/castc read such news with 
en interest thu.s increasing the circula- 
n of the newspaper concerned. The state 
gemment, too. in order to divert the atten- 
ti of the peo()le fiom the problems of the 
(, gives niisIc.idiMg st.itemcnts that create 
prehension in the common man about the 
•pervasive Pakistan terrorist. The 
rimon Hindu sees Muslims as the natural 
iCS of Pakistan. They are suspected of 
ndestinely helping Pakistan in smuggling 


of arms into India. Even during the Indo- 
Pak war of 1965, there was a widespread 
suspicion that the Muslims were sympathetic 
towards Pakistan. The BJP and other forces 
of Hindutva exploit such popular percep¬ 
tions and beliefs to portray Muslims as anti¬ 
national and pro-Pakistan. This common 
misconception benefits all the ruling class 
parlies, including the Congress, and hence 
instead of cicanng such misconceptions, they 
are sought to be strengthened. 

The bankruptcy of the Congress has led to 
disillusionmeni ol an increasing number of 
people in the state. Ordinary people had been 
mobilised tor anti-pnre rise movement and 
ant I Cl )n upnon movement, like Nav-Ninnan, 
against ihe Congres.s In such a crisis, to 
maintain its hold over the people, the 
Congress reformul.atcd its strategy and came 
up with the slogan of kshatriya. harijan, 
adivasi. muslims (KHAM) alliance. This led 
to widespread resentment against the 
members of these groups in the conservative 
Gujarat society. In the state, there have been 
violent anti-rcservation movements. Gujarat 
perhaps is a unique state in which the anti- 
icservaiion agitation of 1985, which 
witnessed brutal anti-dalit violence by the 
upper castes, could later be converted into 
communal riots between the dalits and 
Muslims The people of Gujarat, tired of the 
corrupt Congress rule, are increasingly 
turning towards the BJP as an alternative to 
the Congress. 

Propaganda Machinery of BJP 

The BJP has gradually built a strong party 
organisation and political support base in 
Gujarat by taking up various socio-economic 
issues affecting the people. For the last Lok 
Sahha elections, it depended heavily upon 
the Ram Janmabhoomi issue. Frequent 
communal riots, systematic campaigns 
against Muslims and for building the Ram 
temple in Ayodhya by the BJP-RSS-VHP 
combine at all levels, with active participa¬ 
tion by other religious preachers and saints, 
creatt^ a near hysteria in the society. Due to 
this hysteria and its role in the Nav Nirman 
movement as well as reservation agitation 
and communal riots, the BJP won elections 
of Rajkot and Ahmedabad municipal 
corporations. Italsointermittently ruled Surat 
and Baroda municipal corporations 
(Ghanshyam Shah; Islamic Perspective, 
June-Juiy 1992]. In Ahmedabad itutilised its 
control over the municipal corporation to 
demolish the shops and houses in Raipur- 
Dariapur area, out of communal bias (as it is 
a locality with considerable Muslim 
population). Naturally.seeingtliecommunal 
bias of demolition squads of the BJP- 
controlled corporation, the anti-social 
elements from the community retaliated and 
thus strengthened^the hands of the now 
underworld don of Ahmedabad—Latif. Latif 


to 


received patronage of some Congreaa 
ministers who even utilised his services to 
finish their opponents within the party. The 
BJP, wifli its highly effldent propaganda 
machinery, immediately proclaimed that 
Congress was protecting Latif merdy because 
he was a Muslim. They also branded him as 
anti-naubnal. The insecure Muslims began 
to sec Latif as their proteaor. The BJP’s 
propaganda slowly created a belief that the 
Muslims are anti-social elements and 
stockpile a lot of weapons; that they smug^e 
arms and drugs and are therefore also anti¬ 
nationals. Some of the important issues 
highlighted by the BJP in its propaganda and 
the activities of forces of Hindutva may be 
summed up as follows: 

—Numerous rath yatras in the name of 
religion are carried out not only to generate 
high-pitched and vulgar propaganda against 
the Muslims but also to provoke them into 
startingriots. Theserath yatras almost always 
cieate tension and many riots in Gujarat have 
been sparked by them. For example, 
according to newspaper reports at least 34 
people were killed in Gujarat in the aftermath 
of L K Advani’s rath yatra in October 1990. 

—Communal programmes such as 
‘Ramshila pujan’ (collection of consecrated 
bricks and donation for Ram temple in 
Ayodhya) and ‘Ram paduka pujan’ were 
carried out widely, covering even remote 
tnbal villages. 

—Provocative slogans were written on 
walls at the time of ‘ekta yatra’, ‘kar seva’ 
and other yatras. 

—False propagandaof the Hindutvaforces 
was never countered by the other 
parliamentary parties and secular forces. 

—Saints of various sects, who wield 
considerable influence among the people, 
came together and unitedly campaig^ for 
Ram mandir and dubbed the Muslims as 
anti-nationals. They gave a call for Hindu 
unity, asking the people to forget all caste 
differences for the sake of the nation. 

—Hindu religious festivals were liberally 
financed and celebrated with pomp and show. 
Even festivals of different sects were 
celebrated by the people of other sects to 
create the atmosphere of a united Hindu 
platform. 

—Communal riots were planned to cieate 
hatred against Muslims and insecurity among 
Hindus, 

—Anti-reservation agitations of 1981 and 
1985 were turned into Hindu-Muslim rioia. 
.These riots even spread to some ntral areas, 
according to Ghanshyam Shah. 

—^The BJP projected its version of ‘Ram 
rajya* as an alternative to ‘gobnda raj’ of the 
C^ngressand its appeasementof the Muslims. 

—^There is an attempt to change the name 
of Ahmedabad to Kamavali.’This was widely 
and repeatedly propagated with the full 
auppott of the local media. People are fed up 
with goondaa, corruption, price rite. 
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unoR^toyiiiem MNlMherelectioii strategies 
and cynical calculations. The people, 
espedally traders and pniddle classes, want 
an wthoritarian regime to change all this. In 
this context, the Hindutva forces have 
managed to gamer support and develop 
roots in Gujarat by giving their campaign a 
moral, nationalist and piuriotic colour. 

Sarto Patel is being portrayed as the ‘iron 
man’ who stood for Hindu values in Nehru’s 
cabinet. It is not without significance'that 
L K Advani began his rath yatra from 
Somnath temple in Gujarat. The restoration 
of the Somn^ temple after independence 
was deliberately taken out of context and at 
the time of ra^ yatra, it was extensively 
propagated that 'lokhandi purush’ (iron man) 
Patel got the temple reconstructed and thereby 
restored the glory of Hinduism!! According 
to the Hindutva propaganda, had he been 
alive today,he would have definitely got the 
Ram mandirbuilt at the very spot where Ram 
was bom (where the Babri masjid stood)!! 

The Congress and its leaders at different 
times have used religious symbols to take 
advantage of people’s faith in religion. The 
BJP-VHP-RSS combine is carrying out this 
game further and distorting history in a 
systematic manner. In step with this 
campaign, the BJP has increas^ its support 
base in Gujarat. Today, the BJP has 69 seats 
in the 182'member state assembly, including 
four out of six seats which it won ip by- 
elections held in May 1993. It not only 
retained Jambusar and Gadadha assembly 
seats but also snatched Rapar and Ellisbridge 
seats from the ruling Congress.' Kashiram 
Rana and other BJPleaders promptly claimed 
that the results of these by-elections reflected 
the victory of BJP’s Ram rajy a over goonda- 
raj of die Congress. 

In the last assembly elections, the BJP had 
an electoral alliance with Janata Dal. The 
united opposition enabled it to win 69 seats 
as against 30 seats won by the Congress, in 
an anti-Congress wave among the people. 
Later, a coalition government was formed in 
the state with Chimanbhai Patel as the chief 
minister and Keshubhai Patel of the BJP as 
number two in the cabinet. (It is difficult to 
visualise that the BJP would have won 69 
seats in elections on its own strength.) 

TheBJPtookfull advantageof the coalition 
government. When Advani’s rath yatra was 
flagged off from Somnath temple, it began 
with provocative speeches by the BJP 
leaders. Janata Dal in the state was a silent 
spectator to this provocation. Later, 
withdrawal of the support by BJP led to the 
collapse of the then V P Singh government at 
the coitre. It also led to the ouster of the BJP 
from the state government. After sometime, 
the Janata Dal faction of Patel merged with 
the Congress and the BJP became the main 
party of opposition in the assembly. As a 
result, the BJP has managed to capitidise on 
the strong anti-government andanti-Congress 


sentiments of the people and has tried to give 
them the colour of Hindutva. 

Thus, beginning from its Jan Sangh days, 
the BJP has become a major party with a 
strong support base in die state ^ it expects 
to form the next state government whenever 
elections are held. The sooner the eleiXions 
are held, the easier it will be for the BJP to 
capitalise on the Hindutva wave and come to 
power. 

Communal Impapt on Surat 

The communal propaganda at the state and 
national levels has had its effects on the 
people of Surat as well. The city had not 
witnessed any communal riots since 1927 
and both loc^ Hindus and Muslims had a 
history of co-operation in trade and business 
relations. However, communal propaganda 
was changing such perceptions, especially 
among Hindus who have slowly h^n to 
nurture strong biases and prqudices against 
Muslims. 

The propaganda of th6 BJP has 
communali sed the young in Surat, especially 
thoseofMachhi,Kharwa,RanaandGhanchi 
communities. They used to be strong 
supporters of the Congress but have now 
moved away from it. These communities 
have prospered in the recent years and are 
looking for new power equations and 
broader identities. Thpy are shedding their 
old customs and ‘kuidevis’ and have begun 
adopting the customs of upper castes. The 
BJP has successfully responded to their 
aspirations by giving them a broader identity 
through its Hindutva campaign. Also, its 
propaganda has given this identity a 
nationalistic and patriotic colour. The desire 
for a broader identity and subsequent 
communalisation in these communities was 
preceded by a reform movement among them 
to give up certain rituals. Education is also 
on the rise among them. Simultaneously, 
their economic base has widened as they 
have moved into new areas, instead of 
confining themselves to their original trade. 
They are also looking for a wider political 
role for themselves. While the old political 
equations and arrangements in the Congress 
provided them with only limited 
opportunities, the BJP as a rising force is 
providing them newoppcHtuni ties and greater 
participation. To understand the effect of 
communalisation in the country, it is 
necessary to understand the recent history of 
the Rana. Ghanchi, Kharwa and Machhi 
community. What follows is a brief 
examination of the communities. 

There are basically four Hindu 
communities who have prospered in Surat. 
These are known as ’Ka’, ’Klia’, ‘Ga’, *Gha’ 
in Surat (standing for Kanbi, khatri, Gola or 
Rana and Ghanchi respectively). Ranas are 
contemptuously referml to as Golas. They 
roughly number around a lakh in Surat. They 


are mainly emidoyed in jui (gold tiitead) 
trade. They are concentrated in Oolwad and 
Navapura but the prosperous unong them 
are slowly shifting out of these traditional 
areas and are ready to pay any price for 
buying houses in other localities, liwy have 
spread to Begumpura,Gopipura, Vadi Fidiya, 
Soni Faliya and other places. They have also 
begun to buy property in Jhapa Bazaar, 
which is mainly inhabited by the Bohn 
community. Initially, the poor Bohras sold 
their property to Ranas at high prices. 
However, the Bohrahigh priest soon realised 
that if members of his community began to 
move away from traditional localities, Ms 
hold over them might loosen. He. therefore, 
bought back some of the property sold to 
Ranas and checked their fortho' intrusion. 

The Ranas migrated to Surat from 
Rajasthan and claim to be rajputs from Rana 
Pratap’s clan. After their defeat at the hands 
of Muslims, they moved to different places, 
including Surat. Their original occupation 
was trading in rice and pulses. Ranas have 
come up the hard way in the jari trade. They 
used to be workers under Kanbis. WMte 
some of them have become owners, the 
majority continues to labour under harsh 
conditions. The working hours stretch from 
S am to 8-9p m. One prominent member of 
the community complained that the workers 
have acquired bad habits like drinking and 
gambling. Till recently, education in the 
community was limited since after a Utde 
schooling children would assist in the family 
trade. But now, educatton is spreading. The 
number of graduates has increased and maiqr 
have become doctors, engineers, lawyers or 
uken up jobs in government. They have also 
begun investing in other trades like the 
powerioom industry. 

Golwad area, the old Rana locality, is a 
crowded, dingy place. Mhny families have 
machines inside houses and work there. As 
new processing machines are insttlled, the 
living space for the family gets even more 
crowded. Women also help in family trade. 
It is interesting to note how Ranas, serving 
their Kanbi owners, became owners 
themselves. Hardworking and honest, Rana 
workers were slo wl y promoted to the level of 
foremen to supervise workers aqd machines. 
Some Ranas were employed as account clerks 
with Kanbis. This helped them to leam about 
the sources of raw materials and economies 
of the trade. Kanbi owners began to give the 
entire work to Ranas on a contract basis 
while they concentrated on marketing. As 
Ranas developed contacts with markets, thegt 
gradually took over the entire trade and 
prospered. Today 90 per cent of the jan 
industry is in the hands of the Rana 
community. 

There have been many attempts to reform 
the community and pull it out of some old 
customs, blind faith as well as sectarianism. 
For this task, Rana Gyan Pracharak mandal 
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'M established by Jaikishah Das Rana, 
Ibhai Master, Gaudabhai master and others. 
I D Rana was the first graduate in the 
.community Just before the transfer of power 
in 1947. Various Rana magazines were 

e ied to support and encourage 
ng in the community like/Iona Pukar 
(1942), Rana Pragati (1948-52), 
ilRana Milra (1961-67), and Rana Scmaj 
^Palrika (1969). There was an outcry against 
Md^olism within the community and the 
f custom of serving liquor during wedding 
imonies. 

Among Ranas, marriages are an ex pensive 
fair. Middle class families even take loans 

_marriages. Tocurbexpenses,the practice 

|jrf 'samooh lagan’ (group marriages) was 
I'jdso initiated. These attempts were made to 
nmprove the community, reform its public 
^im^ of a backward community and use 
‘|incnuing* prosperity for social concerns. 
|today, inter-caste marriages in the 
^^mmunity are on the rise, especially with 
|xthmins, Desais and Patels. Chamunda is 
Itbelr kuldevi (goddess of the clan) but she is 
ij^radually being replaced by other Hindu 

lltr* 


These changes in the community were 
iWcompanied by its greater participation in 
|';x>litlcs and with more awareness. In 1952, 

i jie first corporator from the community was 
sleeted. In 1956-57, two were elected. In 
(973-74, Ramanlal Jariwala became the first 
t^nayorof thecity from the community. Now, 
fhm are about 10-11 corporators among 
|Unas. During 1975-80, Kashiram Rana was 
/he first Rana MLA and between 1984-88, he 
,^ame mayor or Surat for three terms. He 
|vas later elected to the Lok Sabha in 1989 
rnd 1991 on the BJP ticket. 

With increase in prosperity, other 
rhstitutions were also set up by the community 
^ke Akhil Bhartiya Rana Samaj (1970), 
i^Jrban Co-operative Credit Society, 
:<lavapura and others. These control marriage 
■Us, dispensaries, etc. Prominent people of 
community in these institutions were 
nbers of the Congress till a few years ago. 
Ilowever, with the rise of the BJP and its 
ommunal propaganda, the entire Rana 
ommunity has become a strong suppoi ter of 
BJP. Pro-Congress individuals are 
^viiipletely sidelined and marginalised. The 
gwng are particularly pro-BJP. All the Rana 
Mitutions have slipp^ out of control of the 
lop^s supporters and are now in the 
fuids of the BJP elements. Old Congress 
|aders are S woroopchand Jariwala, Nagindas 
Iheni and others. 

Kashiram Rana, now a BJP member of the 
ok Sabha and the president of its state unit, 
IS been active in the BJP since its Jan Sangh 
lys. On account of his sustained work, he 
iOwly gained power, both within the 
bmmunity and the BJP. He also took part in 
■ NavNirman movement in i970sand was 
iled during that period. He f?«vht against 


any derogatory reference to the community 
as ‘golas’ and claimed its heritage from Rana 
Pratap. He also fought against double and 
multiple taxation on the jari trade. In this 
trade, tax evasion is widespread. 90 percent 
of jari trade in Surat, like other trades, is 
illegal. 

Even without being in power, Kashiram is 
quite influential in the government, including 
the police. This influence is used to help any 
member of the community in trouble. He 
takes personal interest in such matters and 
provides a protective umbrella. “As aresull”, 
laments a Congress leader i n the community, 
“Rana community and Rana businessmen 
do not depend on Congress help at any stage 
even though it is the ruling party in the 
statel” The Congress has entirely given up 
on this community. In all likelihood, it will 
concentrate on slums for votes in any future 
election. Today, all the educated and upright 
people are within the BJP. As will be 
discussed later, factional fights and groupism 
as well as the change in the leadership of the 
Congress from prominent industrialists/ 
businessmen to lumpen elements have also 
contributed to the shift of the community to 
the BJP. 

The word Ghanchi has come from Ghani, 
which was used by this community to extract 
oil from oilseeds using bullocks (which was 
theircommunity trade). The Ghanchis mainly 
stay in Begumpura, Ghanchi Sheri, Tower 
Road, behind Maskati'Hospital and Haripura. 
There are Modh Ghanchis and Amdavadi 
Ghanchis. Modheshwar devils their kuldevi. 
Amdavadi Ghanchis predominate in 
Begumpura and Jhapa Bazaar, while in other 
areas Modh Ghanchis are in majority. They 
are no longer confined to their traditional 
trade and have diversified into other areas 
like textiles, jari, diamond, kirana shops and 
soon.Today,about70to80percentGhanchi$ 
are in textile industry. Ghanchis are 
entrepreneurial by nature. They would first 
work under someone, learn the trade and its 
details, gain confidence and then gradually 
start their own business. In the recent years, 
the community has prospered due to the 
expansion of textile industry since the 60s. 
Now. they are also in texturising, sizing and 
dyeing. Earlier, Khatris used to dominate 
textile trade but now they have been relegated 
to a secondary position by the Ghanchi 
community. Almost all are educated at least 
up to SSC; a large number goes for higher 
education. Women are also encouraged to 
study. 

Money and prosperity that came to the 
community after 1955/60, was spent on 
customs like marriage and deadi ceremonies 
as well as to consolidate and expand their 
business. Roughly after 1956,daughters woe 
married into only those families which 
owned powerlooms. As a result, the poor in 
the community found it increasingly difficult 
to marry, both on account of expenses and 


theconditi(Hitoownapowerloom.ln 1950s, 
a community group was formed to oppose 
expensive marriage and death ceremonies. 
While the refreshment expenses at the death 
ceremony were curtailed considerably, the 
same did not happen to marriage ceremonies 
because marriages are attended by business 
connections from other communities and a 
simple ceremony would advendy affect 
business relations of the community. A 
magazine, Jyotirdhar, was also published to 
spread modem outlook in the community. 

Due to expensive marriages and dowry, 
which should be at least Rs 50,000 in cash in 
addition to jewellery, poorer families are 
forced to marry out ofthe caste. Hence,*inter- 
caste marriages ate increasing. However, 
even among the nch, these inter-caste 
marriages by choice are not looked down 
upon. Women in the community also have a 
modem outlook. The community celebrates 
common Hindu festivals and has almost 
forgotten festivals of yester-years specifically 
important to the community. 

The Ghanchi community has always been 
anti-Congress. Therefore, thi^ wholeheartedly 
support the BJP. The BJP has highlighted 
problems of the textile industry from time to 
ume, especially problems of weavers like tax 
buidoi, expensive raw material, and ‘exfdoita- 
tion’ of weavers by spinners who charge 
unjustifiably high price for their synthetic 
yam (Spinning is a large-scale industry, 
mostly situati^ outside Surat except for 
Baroda Rayon Corporation). The communi¬ 
ty was quickly influenced by anti-Muslim 
prejudices. There ate four to five corporators 
from the community, all members of the 
BJP. Hemant ChapatwaJa, a BJP member, 
was the first elected MLA from the Ghanchi 
community. 

Kharwas have been in Surat for many 
generations. They also inhabit Navsari, 
Valsad and other places on the banks of Tapi 
river. In Surat, they live in Render and 
Nanputa. Kharwas in Surat have largely 
come f(om nearby villages like Ghogha, 
Mordin, Bhagwa and Dands. During the 
British p^od and even afterwards, they 
mostly worked oi) ships. However, now 
employment opportunities in shipping 
industry have sharply reducetUnd they ate 
forced to look for jobs elsewhere, lliree 
reasons explain this decline in shipping 
industry: importance of Surat as an 
important port reduced after mejor port 
activities shifted to Bombay; air routes 
'have replaced ships as a means of transport 
for passengers as well as cargo; and the 
inclusion of SC/ST candidates through 
reservation quotas on govbmment ships 
has broken Kharwas’ monopoly on such 
jobs. 

The few ships which still use Surat and 
other nearby ports areoil tankers, meat tanlrers 
and other ca^ ships. On the ^p, Kharwas 
have worked in lower category of jobs like 


Economic and }>DBtteia Weekly , 21,1994 > . 



‘khaluil* and then moved to* higher posts 
like'tandels' and ‘sarangs'.whoiuvincharge 
of the deck crew. Many of them derive their 
last name from their status on ships. Due to 
the nature of their work in the past, Kharwas 
areadventuiDus and courageous. Also earDer, 
at least one member of each family uspd to 
work on ships. They had to sail for months at 
a stretch and had none but one another to help 
intimesofneedandaises. As aiesuit. strong 
bonds of comradeship developed among 
them. Even today there is strong solidarity 
and unity in the Xharwa community and its 
youth are very militant. 

The members of tlw community have other 
vocations as well. Ihere are about 40 to 45 
rickshaws, 10 to 12 trucks and four to five 
boats forfishing. A few of them even work 
in the powerloom industry. Many Kharwa 
women work in 'Sardar' wholesale market 
for vegetables. They have to get up at 4 am 
everyday to go to woric. Kharwa women are 
known to be very militant. This may be 
attributed to the nature of their work where 
unless one is rough and aggressive, there ts 
physical and mental harassment by 
customers. Some Kharwa women also work 
as maid servants in upper mjddie-class 
houses. Some of the young in the community 
are alcoholics and tun liquor shops. They 
pick up fights with Muslim anti-social 
elements who sell liquor in neighbouring 
shops. Since the Kharwa community is 
strongly united, even a smalt fight with 
membm of other communities may soon 
Involve the entire community. There are 
very few government employees among 
them. 

Traditionally education has not been 
widely spread. However, the new generation 
is opting for it and views It as a source of 
alternative means of livelihood. Education 
also helps them come in touch with other 
communities. They have to maintain good 
relations with others because these contacts 
may help in future in acquiring jobs, skills 
and trade. As yet, the Kharwa community 
has one to two doctors, engineers and lawyers. 
Gradually, the standard of living has been 
improving in the community. Their 
traditional god is Khatribaba and important 
festival is Divala. However, the younger 
generation does not follow these traditions. 

Ingcneral, politically Rharwacommunity 
isanti-Congress.In 1977-80, when theJahata 
Party was in power, one Durlabhbhai 
Bhagwagar was a Kharwa corporator. In 
1985, Jaswant Sarang, a BJP member, was 
elected a corporator. The elite of the 
community aredivided between the Congress 
end the opposition, which is presently the 
BJP. However, this time the BJP wave is not 
simply anti-Congiess but also a pro-Hindu 
wave. The pro-Hindu wave has provided the 
community with a wi^r ittentity and has 
consolida^ the hold of the BJP over the 
community. However, reportedly the 


Congresscandidate for the corporation from 
the community. Anil Bhagwagar, has been 
id>le to split the pro-BJP activists and win 
them over to his side on the ground that the 
BJP did nothing for the community during 
its rule in the municipal corporation. It is 
significant that the split occurred after the 
riots in the city but for the future one has to 
watch carefully the equally strong bonds 
within the Muslim community. Also, liquor 
dealers in both the communities always pit 
one community against the other and 
challenge the lumpens of both. For example, 
young Kharwas get provoked when some 
young Muslims burst crackers'when Pakistan 
wins an India-Pak cricket match. Of late, one 
retired deputy secretary in the home 
department has been trying to form a broader 
association of all Kharwas to campaign for 
education and to persuade them to give up 
the habit of drinking. 

Machhis came to Surat in the 13th or 14th 
century along with the ‘doli’ of Nawab from 
Lucknow. About eight to ten families had 
accompanied the Nawab to carry his doll on 
their shoulders. As it would have been 
difficult for them to go back, they were given 
land in Rustompura and some were given 
jobs in Rajwada as soldiers. They arc known 
as Kahars. They began to fish in Rustompura 
'khadi' to supplement their income. Since 
then, they havecome to beknown as Machhis. 
Afterthc ruleof Nawab, fishing became their 
main occupation. 

Some of their customs can be traced to 
their ancestors in UP like special big crowns 
and big garlands used during their marriages. 
They worship a mosque-like structure in all 
their rituals (perhaps the Nawabi influence). 
Their language, even today, is a mixture of 
Hindi and Gujarati. They have forgotten the 
original goddess of the clan and have adopted 
Singotra Mata at Hajira. Perhaps, they began 
to worship this deity after plague afflicted 
Surat in which people died like flies. Along 
with others, they might have gone to Singotra 
Mata to seek protection for their community. 

There are roughly 5,000 Kahars in 
Sayy^pura, 2,000 in Rudrapura and 20,000 
in Navapura. They do not marry their 
daughters in other communities though they 
can dine with otherfishing communities like 
Ohimmer.Now,evenSingotraMatai$fading 
to oblivion as the community seeks broader 
identity. Educationally, it is a backward 
community. Only 5 per cent are graduates 
and 75 percent of the community have taken 
their schooling up to SSC. They have only 
three to four advocates, three to four 
engineers, one doctor and about 10 school 
teachers. Ihe educated ones are unemployed 
and most of them trade in liquor. Almost 60 
per cent Kahars are alcoholics. 

Traditionally, it has been a fishing 
community. However, affer the Ukai Dam 
was built, the ‘khadi’ (pond) dried and fishing 
there had to stop. The community then shifted 


its occupation to trading in fisheries; they 
buy fish from Saurashtra and sell it in the 
Surat market. Ninty percentoffish suppliers 
from Saurashtra are Muslims and the rest 
Hindus. Some from the Kahar community 
have also become commission agents. There 
are 18 wholesale dealers in Surat in fish: ail 
are Kahars. They also own cold storage 
factories to preserve fish. The Kahar womot 
sell fish in the retail market. 

Besides fish trade, the community has 
slowly diverted to other occupations also. 
They now own more than 100 rickshaws. 
About 5 per cent have government jobs and 
20 per cent work in private firms in 
powerloom and diamond polishing 
industries. The turning point for this 
community came sbout 20 years ago when 
five to six enterpnsing Kahars started quarry 
mining. After this, they acquired 50 to 60 
trucks and began transporting sand as well. 
The mining and trucks brought prosperity to 
a section of the community. Only a small 
proportion of this wealth is invest^ back in 
the business and a much larger part is spent 
on luxuries and liquor. The young are 
employed in liquor trade and many of them 
have quickly prospered due to increase in 
demand for liquor with more affluence. 

Like the Kharwas, the Machhi community 
IS also very militant and strongly united. 
Theirstrongunity comes fromcommon trade, 
culture and history. Prom the very beginning 
tn UP, the community has been very organised 
and it has retained this unity and militancy in 
Surat. Muslims and Kahars stay close 
together. In fact, as one Kahar put it. the 
Machhi community is surrounded by 
Muslims. Many times, there are fights 
between them over liquor trade. There is 
some competition between liquor dealers of 
bo’h the communities. Any dispute between 
these traders often takes a communal turn 
when they are supported by their respective 
communities due to strong community bonds 
and militancy. 

In 1991, there was an eruption of communal 
violence between Kahars and Muslims in 
Rander and Nanpura. While the riots in 
Rander were due to elections, the Nanpura 
riots began with a right between liquor traders 
which turned communal. Even at that time, 
the Kahars attacked a mosque. However, 
soon peace committees were formed and 
issue was resolved. It is interesting to note 
that there were no riots in Nanpura in 
December 1992. The riots between Kahars 
and Muslims in Nanpura broke out only 
during the second phase, only after the BJP 
leaders were seen talking to Machhis and 
after maha-aitis were organised. The Kahars 
claim that generally they had good relations 
with Muslims till two to three years ago and 
even used to attend each other's marriage 
ceremonies. 

Once again, the recently acquired 
prosperity and wider trade links maike the 
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vommunity seek a broader identity provided 
by the Hindutva forces. The community has 
foif otten its traditional god/goddess and has 
adopted those of other Hindu communities, 
la recent years, it ha.s been spending large 
amounts of money in Ganesh utsav which is 
lavishly celebrated. The entire community 
has shifted its support to the BJP in the last 
four to five years. The young and the liquor 
vendors are wholeheartedly with the BJP. 
Bootleggers support the BJP alsdticcause of 
its influence over the police machinery. 

The lone corporator from the community, 
Gulab Borsali was elected on the Congress 
ticket but he later defected to the BJP when 
he saw the BJP wave in the community. 
Kahars vote en-bloc. Till about five years 
ago, the community used to vote for the 
Congress but now the BJP holds complete 
sway over them. Some of the young people 
even attend the RSS parades and arc being 
influenced by its cadre. 

To summarise, it may be said that newly 
prospering communities with diversified 
trade links and seeking a broader identity 
have been attracted to the BJP. While Rana 
and Ghanchi communities provide it with 
financial resources, Machhi and Kharwa 
communities supply it with necessary 
manpower and muscle power. As a 
consequence, different programmes in Surat 
in the name of Ram mandir like Ram shila 
pujan, Advani’s rath yatra, Joshi' s ckta yatra 
and sending kar sevaks to Ayodhya have 
been successful in spreading communal 
message and anti-Muslim bias. 

Today, the BJP in Surat is a party with 
massive resources and machinery with which 
to carry out effective propaganda and 
mobilise thousands of people at a short notice. 
Thus, kar sevaks to Ayodhya were given 
enthusiastic send offs. The BJP has so much 
support in the.se communities that those who 
vrere not willing to participate in its various 
programmes were branded as bom of a 
Muslim womb. This made even the toughest 
fall in line and contribute whatever was 
expected of them. The rally organised by the 
BJP in Surat on [>ecember 6,1992, when the 
Babri masjid was destroyed, was attended by 
a large crowd despite the fact that most of its 
leaders were away in Ayodhya. Even for the 
rally on February 25, 1993 in Delhi, which 
was later banned by the central government, 
a larg^ group had gone from Surat. The BJP 
kOulJ keep its propaganda machinery fully 
active after the Erst phase of riots in the city 
w^i'ich ultimately led to the second phase of 
rioting. 

Very large demonstrations were held in 
Surat to demand elections and oppose firing 
on advocate Lalwala (described in detail, 
later). The BJP also tried to gather support 
among migrant workers and stum-dwellers. 
It took active interest in their problems. The 
BJP was in the forefront of demand for a 
Tapi-Ganga railway line, that is, Surat- 


AHahabad link, by the north Indian nugrants 
in Surat. It also began to contribute a large 
amount of funds for religious festivals and 
utilise these platforms to its political 
advantage. Kashiram Rana, president of the 
state unit of the BJP, addressed meetings of 
‘Uttar Bhartiya Rahwasi Sangh’, an 
organisation of migrants from north India, 
and took active interest in their problems. 
Also, two local newspapers in Surat, Gujarat 
Samachar and New Surat Times, faithfully 
reported the BJP propaganda to the public in 
their columns. 

Another factor in favour of the BJP in the 
city was that it did not encounter any effective 
oppo.sition from any quarters to its communal 
propaganda. The secular forces were literally 
non-cxi.stent. The Congress was too 
discredited to put up a fight and minorities 
were a divided bouse. Thus, there was no 
political challenge to the BJP at rdl. 

Bankruptcy of CoNOWiss 

The Congress in the state-has virtually 
lost credibility in the eyes of the public. It 
is seen as a corrupt party which protects 
bootleggers and underworld gang leaders. 
Different sections of the people have 
repeatedly looked for an alternative to the 
Congress. Whenever there appeared an 
alternative in sight, people in Gujarat have 
wholeheartedly supported it. Even today, 
most of the support to*the BJP among people 
is on account of its anti-Congress stance. 

Through its efficient propaganda 
machinery, the BJP has add^ to its old 
charges against the Congress, namely, that it 
pampers minorities, especially Muslims, for 
its vole banks and is soft on ‘anti-national’ 
elements. As a result, the Congress has 
indirectly encouraged the growth of these 
elements. Latif and his gang arc cited as an 
example. They are alleged to have links with 
Pakistan, assist it in smuggling arms into the 
country on borders of Gujarat and supply 
lhe.se arms to terrorists in Punjab and Kashmir. 
The Congress in the state never countered 
these charges. It also never challenged 
Hindutva forces on Ram mandir issue. 

The Congress is divided into various 
factions and these ate busy fighting with one 
another rather than confront the accusations 
against the party. Even in the recent by- 
elections for the assembly, in which the BJP 
snatched two seats from the Congress, 
groupism in the Congress played a significant 
role. The BJP won the Ellisbridge assembly 
scat with a huge margin of over one lakh 
votes. This was made possible because the 
anti-Chiman Patel faction in the party kept 
itself out and did not co-operate with the 
leadership during elections. In fact, there are 
allegations that the dissidents worked for the 
defeat of the official Congress candidate. 

In Surat, as well, the Congress has lost its 
credibility among people. It is faction-ridden 


and to settle their factional disputes, leaders 
even help the BJP. One Confess leader 
recalled that previously the pany in Surat 
was led by people who had credibility and 
commanded respect from the patty workers. 
Now, it is led by commission agents and 
lumpens who demand money to do the 
simplest task for the needy. 

'Iltete are different factions, each loyal to 
its leader, like Pachchigar faction, Th^ote 
Naik (minister-in-charge of Surat) faction, 
Jina Daiji faction, SahdevChoudhary faction 
and so on. Each leader, to be important, must 
have his own faction in the party. On account 
of these factions, for a long time the city unit 
of the party has not had a presideht. It only 
has an acting president, Naginbhai Bardolia. 
Muslims in the Congress are also badly 
divided. One factionis led by KadirPeerzada, 
leader of the party in the municipal 
corporation. Mohammed Surti leads another 
faction, and there are others. 

Earlier, the Congress was in power in the 
municipality with the help of a few 
independents. However the party lost it due 
to fights among different factions as well as 
the ambition of its leader, Ajit Desai, to 
become mayor of the city. 

He defected to the BJP and fulfilled his 
ambition with its support. When some other 
corporators began to feel insecure about 
their position and got an assurance from the 
BJP that they would be given tickets in the 
'next election, they also defected to it. 

Kadir Peerzada has a reputation of being a 
smart tactician. He effectively opposed the 
BJP in the corporation due to his experience 
and knowledge. Therefore, the BJP is totally 
against him. Its entire machinery was used 
to push him out of the leadership of the 
Congress in the corporation. This would 
have not only prevented the emergence of a 
Muslim leader but also of someone who 
could provide an effective opposition to the 
BJP. An attack on the Congress always had 
Peerzada as the target. Thus, he was blamed 
for riots during assembly elections in 1991 
as well as the recent riots in the city. The BJP 
alleged that he planned the bandh call in the 
city on December 7, 1992, with Mehmood 
Pardewala and was also responsible for the 
violence that ensued. As a result of such 
determined propaganda by th^BJP against 
Peerzada, even non-communal Hindus in 
Surat are convinced today that he had a hand 
in 1991 as well as the recent riots in Surat for 
his narrow political gains. 

Peerzada was once again made a target in 
the case of firing on advocate Lalwala, the 
BJP candidate for Shahpur-Nanawat seat. In 
the belatedly filed FIR, Ms brothers name 
was deliberately included. Then, the BJP 
repeatedly demanded the arrest of all those 
named in the FIR. Their objective was to get 
Peerzada replaced by a pro-Hindutva lea^r 
in the Congress. Hindus in the Congress are 
no longer willing to be led by him. He used 
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to legulariy issue statements to the press. 
The BJP countered them. Now. Peer 2 ada has 
stopped this practice and nobody else is 
dmng this work. 

Mohammed Surti is another old Congress 
leader.* He was responsible for inducting 
Muslinu in the party and groom them for 
leadership. However, in the recent riou in 
the city, he kept quiet. A faction of Muslims 
in the Congress is opposed to Kadir's 
leadership, who became a leader at a-very 
young age. He was the party caiKiidate for 
assembly elections in 1991 from Rander. 
The old Muslims in the party were sidelined. 
They resented this and some even worked for 
Kadir’s defeat. He lost the election because 
a section of Muslims voted against him. 

To suin up, the entire machinery of the 
Congress has been immobilised. It has not 
been able to counter the BJP in any way. This 
has given the BJP a free hand in the city to 
propagate its communal politics. 

Divided Muslims 

if acts of commission and omission by the 
Congress helped the BJP gain strength. 
Muslims, divided into too many groups, 
along community as well as political lines, 
utterly failed to protect their democratic 
rights. InSurat,thereareabout 1.3 lakhMuslims. 
Generally,they voteforiheCongre.ss. However, 
Bhartiya Minorities Suraksha Mahasangh 
also has some influence in a few slum areas. 
BMSM is insignificant in terms of votes it 
gathers, but it has a nuisance value due to its 
lumpen leadership. Mehmtmd Pardcwala. 
who runs a theatre, is president ol this outfit. 
He IS also alleged to be the right hand man ot 
Latifin Surat and distributes his liquor in the 
city. As a result, he has influence over the 
lumpen elements of the community in some 
slums. Pardewala donates money to slum- 
dwellers in times of need. After floods in 
Surat, he is said to have donated money for 
relief work. He also has some dal its under his 
banner and is often seefi in company with 
other dalit leaders. 

The rest of Muslims arc in the Congress 
and are divided into different factions. There 
are Memons (three to four subgroups among 
them), Khojas and Bohras. These are 
relatively affluent communities and have 
prospered in Surat. Some families have been 
staying in Surat for generations. Burmese 
Bohra and Sunni Bohra gioups are settled 
abroad and have made a lot of mohey there. 
Then, there are poor Muslims in slums from 
Khandesh. north and even south. Some are 
from villages around Surat. These Muslims 
are either hawkers or employed in bakeries. 
Very few work in industnal jobs. Business 
communitiesof Bohras, Khojas and Memons 
have their own trusts which collect large 
amounts of money. This money is utilised 
for building mosques and madrasas for 
religious instructions. The money is not used 


fw modem education or hospitals. There is 
only one Muslim hospital in Surat, Lokhart 
and two to three schools. Tabligh Jamat 
spreads conservative values in the 
community. These trusts sponsor and support 
community leaders with political aspirations. 
These leaders in turn pander to narrow 
aspirations of the community instead of 
providing it with a broader perspective. 

Most of the relief work after the riots in 
Surat was primarily carried out along 
community lines though members of other 
communities were also given help. One Khoja 
Muslim leader said that, when he went to the 
hospital, he was relieved to see that there was 
no Khoja among the dead which meant they 
were not killed in riots. Before, and even 
after the riots, there was no leader among 
Muslims in the city who would think and 
work for the entire Muslim community 
irrespective of factions and party politics, 
that is, defend the rights of minorities and 
articulate their point of view. There is no 
.single leader to guide the community, give it 
a programme and provide future direction. 
Despite riots, Muslims in Surat remain a 
divided lot on community basis and along 
political lines. 

Ill 

Condition of Migrant Workers 
in Surat 

The riots in Suiat arid large-scale killings, 
looting, arson and rapes were almost 
exclusively confined to the outskirts of the 
city, largely inhabited by migrant workers 
living in slums of Udhna, Pandesara, 
Varachha Road. Katargaam and other areas. 
Thousands ot migrant workers actively 
participated in the ricris. In fact, the BJP had 
very little hold on the migrant workers, who 
have been ignored by all political parties 
though they constitute more than 30 per cent 
of the population of Surat. Their participation 
in the riots does not seem to reflect any 
outburst of Hindu sentiments or reaction to 
the bandh and subsequent violence by 
Muslims as the BJP would like people to 
believe. The migrant workers are hardly 
aware of political events in the country or in 
the city. Hard work, long hours at work, 
exhaustion, low wages and language barriers 
in the alien city ensure that the migrant 
workers remain ignorant. 

The Oriya 'malls’ are the least prejudiced 
against Muslims. They have no Muslim 
population in their native villages and the 
BJPis not strong in Orissa. Yet. they actively 
participated in the riots and viciously 
attacked Muslims: the mosque in Pandesara 
was destroyed only becau.se of their lead as 
the resistance by Muslims from inside the 
mosque was strong and north Indian and 
other migrant workers were unwilling to 
approach the mosque. The workers from 
Andhra Pradesh are more communal in their 


Eeoaomie and Belitwal'Weekly May 28.1994 


attitudes towards Muslims, at least partly 
on account of the Nizam rule there in the 
past. Yet, their involvement in riots was 
almost nil. 

Migrant workers participated in the riots 
because of their feeling of insecurity in an 
alien city which brutally exploits them, 
suppresses their culture and has nothing but 
contempt for them. It was also an outburst of 
their anger and frustration at their inhuman 
living and working conditions, it is. 
therefore, necessary to analyse their socio¬ 
economic background to understand their 
role in riots. 

One aspect of lives of migrant worker 
stands out. All of them live in groups and 
clusters from their own regions. Mixed 
localities do not exist. They maintain strong 
links with this native place and long to go 
back. They are alien to the city as the city is 
to them. They are identified by their regional 
groups: Oriya mali, Madrasi (people from 
Andhra Pradesh). Bhaiya (north Indians), 
Kathiawadi 'gamadiyo' and .so on. They 
have a strong sense of their regional identity 
which they zealously preserve by their 
strong regional solidarity and intra- 
communal bonds. They, in fact, recreate 
their own state in the city and in localities 
where they live. It appears as if portion of 
those states/regions have come to reside in 
the city. 

The fast growing city of Surat has attracted 
people from different parts of the country. 
Before independence, Halpatees or Dublas, 
tnbals in Surat district, migrated to the city. 
As other industries got established in the city 
after independence, labour, especially from 
backward regions where there are no sources 
of employment except lowly-paid seasonal 
and scarce farm work, began to migrate to 
.‘'.urat to earn some livelihood. Some even 
made fortune with small investment and 
hard work. However, while workers sweat it 
out for 12 to 14 hours a day in unorganised 
sector, wages arc meagre but not as bad as 
they are back home. For example, in Orissa, 
farm labourers cam Rs 7 to Rs 14 per day 
depending on the season whereas in 
powerloom industry in Surat, wages are up 
to Rs 70 a day! it is then hardly surprising 
that migrant workers and their families 
constitute more than 30 percent of population 
of Surat. 

Working CoNomoNS 

Small-scale units dominate industnal 
activity in Surat. There are only a few large- 
scale or medium scale units. Workers, 
employed in the.sc small units. And it very 
difficult to organise themselves and struggle 
for better working conditions. Labour laws 
are ignored with impunity by owners of units 
and workers have little legal protection and 
security for their jobs. In fact, precisely on 
account of this factor, small units have been 
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encouraged by big industrial houses who 
tenefit from shift in investment and 
production away from big cities where 
workers have unionised and have managed 
to gain higher wages and better working 
conditions. 

Main employers of migrant labour are 
industries like art silk and powerlooms, 
dyeing mills and diamond industry. Except 
for in some dyeing units, workers have to 
work 12-14 hours a day. For example, in 
powerloom units, workers have two shifts of 
12 hours each. Working conditions are 
abysmal. Again in powerloom sector, work 
is carried out amidst deafening sound of 
machines and the air filled with cotton dust, 
responsible for more than average cases of 
tuberculosis and deafness. These units are 
concentrated in a few industrial estates/ 
societies. These are spread throughout the 
city. Each unit may have two to 48 machines 
in most cases; a few units have more than 48 
machines. Generally, each worker in weaving 
section operates four machines. Inside a unit, 
the floor space between machines is just 
about enough to arrange machines in rows. 
The operator can barely squeeze himself 
between the machines to operate them. The 
workerison his feet for 12 hours in congested 
surroundings with no room for any physical 
movement or rest Often, these small 'galas’, 
as these units are called, do not even have 
clean water to drink or for toilets. 

The industry employs women workers in 
spinning and wharping work. Women 
workers are paid much less than men workers. 
Gimplaints of sexual exploitation of women 
are not uncommon. These women workers 
are mostly Gujaratis or Khandeshis. Child 
labour is also employed in different 
departments of art silk industry, especially 
in passing beam threads through the comb 
on the weaving machine. Workers are often 
beaten up by the employer for minor 
mistakes or damages in production. 
Satyanarayan, a migrant worker from Andhra 
Pradesh, once went to a gala for work, the 
owner asked him to join immediately. When 
he inquired .about the piece rates in the gala, 
the owner gave him a thrashing for danng to 
ask the rates! 

Workers can he thrown out at will without 
being paid any compensation. No legal 
procedures arc followed for terminating 
services of any worker. They have no proof 
of theiremployment in any unit and. therefore, 
they cannot seek any help from the labour 
grievance rcdrcssal machinery of the 
government. In a large number of cases, the 
worker does not even know the name of the 
gala/factory and of owncr(s). 

Whenever workers attempt to organise 
themselves and collectively protest against 
unfair practices in a unit or .seek collective 
redressal. goondas or the police arc promptly 
summoned by the owner to warn the workers 
and, of cfluise. the police promptly oblige. 


Even asingleday’s absence by a worker, due 
to sickness or any other emergency, can lead 
to abrupt termination of his/her services. 
Revere working conditions require only 
young workers. Almost all the workers in the 
industry are less than 4S years old. After that 
age, they can labour no more and return to 
their native places. 

Formerly, only Giyaratis used to invest in 
the industry, but now other communities like 
Kathiawadis, Telugu and others from 
Rajasthan and Punjab have also joined the 
expanding powerloom industry. Most 
workers come from Orissa, Andhra Pradesh, 
Uttar Pradesh, Bihar and Khandesh. 

With workers employed in small galas, 
divided and insecure, it is difficult for them 
to organise themselves and fi ght a long drawn 
out battle with employers. However, there 
are about 20 unions of workers though the 
total strength of all unions, taken together, is 
not likely to be more than two to three 
thousand workers. 

Sometimes, workers spontaneously close 
down units and negotiate their piece rates. 
Some of the migrant workers from Andhra 
Pradesh are politically conscious due to strong 
CPl(ML) movement in their native place. 
These workers have formed three unions in 
Surat; Gujarat ShramikSangathan. Mazdoor 
Vikas Manch and Naujawan Bharat Sabha. 
But despite conscious efforts, none of these 
unions has been able to overcome i ts regional 
barrier and bring workers from other areas 
within Its fold along class lines. 

Whenever a Telugu worker, familiar with 
these unions, loses his job, he approaches the 
union. After threat of violence by the owner 
or the union, the worker may be awarded 
some compensation. But only rarely is the 
union able to force the employer to take back 
the worker. If any north Indian worker is 
thrown out of his job, he is most likely to 
approach the HMKP for some legal action. 
Its leader is Oasrath Nagar, himself a north 
Indian. Thus, unions are, perhaps unwittingly, 
divided along regional lines, llic city has not 
managed to break these regional bonds 

Telugu workers are almost exclusively in 
weaving section as weavers. Oriya workers 
have also recently begun to work in weaving 
section but most of them are still in winding 
section. Khandeshis are mostly in spinning 
and twisting sections and north Indians are 
also mainly in weaving section Very few 
Muslims are employed in the powerloom 
industry as workers. 

The basic reason for this regional division 
of work seems to be that once a worker gets 
a job in an industry, he .slowly invites people 
from his region for jobs. When they come, 
the employed worker trains them in skills 
known to him. Then they usually manage to 
find jobs in the same seetion in the industry, 
sometimes even in the same gala. (The 
training is done clandestinely at night when 
the owner is not around at the gala.) Thus, 


over a period of time, various sections of 
the industry get divided along regional 
lines. 

Only two factors tend to break the regional 
pattern of employment; (i) significant 
differences in wages between different 
sections; and (ii) crisis in one section leading 
to large-scale retrenchment and forcing 
workers to seek employment in other sections. 
In the absence of these factors, employment 
in sections continues along regional lines. 
Some Oriyas took up jobs in weaving section 
partly due to slightly higher wages there and 
partly due to large-scale migration of workers 
from Orissa. > 

There are about 2S0 dyeing mills in Surat 
employing about 30,000 workers. Muslims 
own 12 of these mills. Muslims are Suratis, 
Dhorajees and Memons. Generally, people 
from Rajasthan and Punjab dominate this 
trade. The dyeing mills employ mostly north 
Indian and Khandeshi workers. Of late, some 
Oriya workers have also been employed in 
this industry. In large- and medium-scalc 
dyeing units, some unions are active like the 
HMKP. But unions are weak due to 
employment of contract workers in the 
industry. As a result, there is no significant 
difference between average wages for 
different workers. However, wages here 
are slightly higher than those in art silk 
industry. 

Diamond industry is yet another important 
industry in Surat. According to the southern 
Gujarat Chamber of Commerce, the total 
daily production in diamond inuustry is to 
the tune of Rs 6 crore (next to art silk industry 
where total production is about Rs 20 crore 
daily). It employs about four lakh workers. 
However the industry is widely scattered and 
units are located even in small tenements. 
This makes it difftcult to estimate total 
number of units in the industry. 80 per cent 
units are housed in 20 by 15 rooms with up 
to five machines, known as Ghantis. Each 
unit employs 20 to 30 workers. Though the 
industry has links with Bombay, the 
distributiop of diamonds is done from 
Palanpur ^id is controlled by Jains. The 
diamonds from Bombay are sent here for 
poiishiqg. There are several operations to be 
caniedibut, like cutting, brushiijg, polishing, 
etc, b^ore the diamond is ready for the 
market. Kathiawadis dominate this trade. 
Workers are also mostly Kathiawadis. 

Migration of workers to thisindustry began 
in the early 1970s. Later, due to three 
consecutive droughts during 1985-88 in 
Saurashtra, peoplemigratedin large numbers 
and they came to be mostly employed in this 
industry. There was some migration from 
Palanpur, Disa in Banaskatha district and 
Mehsana. Till 1985, the industry expanded 
rapidly and profits were high. Big earners 
became land agents. They also invested their 
profits in powerlooms, chemical units, 
farming and cash crops like bananas and 
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sugar-cane. In thediamond industry, only IS 
to 20 groups havfe latest technology and 
employ workers in large numbers. Almost 
60 per cent of total polishing work in the 
country is done in Surat with annual turnover 
of about Rs 3,000 crore. Recently, the 
industry suffered crisis with reduction in 
the volume of diamonds processed. This 
led to lower wages and production. Here, 
the rise in wages is far behind the inflation 
rate and workers are heavily in debtsi 

In diamond industry, it is anormal practice 
to give loan to workers for marriage and 
other occasions. It is gradually recovered by 
the ownru- from wages to be paid to the 
workers. However, there have b^ cases of 
wotkersbeing beaten upor tied to die machine 
when they were unableto earn enough to pay 
back the loan. A worker is forced to remain 
with the owner till the loan is repaid. The 
normal working day is long: 12to I6hours. 
Average monthly earnings range from Rs 
l,5(X)toRs 2,000. Often, workers areaccused 
to stealing diamonds. ‘Blind faith’ is used to 
detect the thief; the suspected worker is tied, 
beaten up and torhired. Recently, in a press 
release, workers alleged that in some units 
the owner kept special room to torture 
workers; the worker is tied to iron rings 
anached to the ceiling of the room and beaten 
up. Feudal norms prevail in the industry and 
also govern employer-onployeereladoruhip. 
Workers usually wear lungis and baniyans 
for polishing work. Whenever the owner is 
to visit the unit, the manager is intimated in 
advance and workers are asked to change to 
‘proper’ clothes even though they do not feel 
comfortable in these. 

Livino Conditions of Miorant Workeu 

Migrant workers live in miserable 
conditions, generally at outskirts of the city. 
Most of them live in rented kachcha houses 
with barely enough space to sleep. Diamond 
workers often sleep inside the factory iUelf. 
These kachcha houses'are dark inside and 
have poor ventilation. Though migrant 
workers constitute more than half the 
population of Surat city, their slums are 
hardly provided with minimum municipal 
amenities like water, electricity, roads, health 
clinics, etc. Only some migrant workers stay 
in tenements constructed by the governsnent. 
In most cases, workers only keep their 
belongings in houses and'live and sleq> 
outside. For example, on Varachha Road, 
where Kathiawadis suy, every evening a 
large number of people can be seen on the 
roads outside houses, sitting and chatting. 
Most workers leave their families behind in 
their native place and only rent sleeping 
place in small dwdlings. For instance in a 10 
ft by IS ft room, mote than 30 wodcers rent 
sleeping place and sleep in shifts. .About 80 
per cent of Oriya workers, 60 per cent of 
Kathiawadi workers. 40-S0 per cent of 


Ttiugu and north'Indiln workers live in the 
city without their families. After working for 
12 hours, workers without families have to 
perform a number of household chores. 
Since there are hardly any public toilds in 
slums, most people, men uid women, use 
open space and railway tracks for the 
purpose. Thus, the same oppressive 
conditions prevail in the slums as at the 
woik-place. Usually, bigslums are inhabited 
by a mixed population flom all communities 
and regions though die population of each 
region lives in an exclusive cluster. 

Woikersfeel all the more miserable because 
they are in an alien city with an alien cultiire. 
The alien city not only exploits them butalso 
suppresses their culture. They feel they have 
no one in the city to speak for them and 
their problems. In the absence of a strong 
midddle-class^ntellectualsamong them, they 
do not find any one to support them and give 
a voicetotheircultural and social aspirations. 
Thus, migrant workers feel a loss of their 
identity. 

nil recently, the Congress could mobilise 
votes of these workms through, different 
mechanisms without solving any of their 
problems or even representing them. For 
example, slums of migrant workers receive 
few amenities from the city municipal 
corporation. Yadgiri, a Telugu worker from 
Limbayat area, sdd that the Telugu people 
voted according to the wishes of 
‘peddamanshi’, a Senior citizen among 
them. Each small by-lane and small cluster 
ofhutshasapeddamanshi. He normally asks 
people to vote for the Congress in the abKnce 
of any strong dtemative. Most of them are 
not supportive of the Congress. Some are 
even critical of the Congress. However, as 
tire Congress wields power, peddamanshis 
have to approach its leaders for odd work.,. 
They are also supplied liquor during 
elections by the Congress to ensure their 
support for the party. However, when the 
winds of change blow and any strong 
alternative to the Congress emerges, these 
peddamanshis ask the people to vote for the 
alternative to try it out. In the last municipal 
elections, forexample, when aCPl candidate 
(also from Andhra Pradesh) emerged as a 
strong candidate, people switched their 
support to him. Similarly, during 1989 Lok 
Sabha and assembly elections, migrant 
workers also joined others to vote forciiangc 
with hopes for a better future. 

In order to overcome their feelings of 
alienation in the city, migrant workers forge 
strong bonds with others from their own 
region. In the absence of a strong trade union 
movement and other platforms, these bonds 
leadtosolidantywithinacommunityandic- 
create their regional soao-cultural milieu 

Migrant workers from Maharashtra came 
to SunU earlier than workers from oihci 
regions. With a population of about loui 
laths ,they constitute the largest groupamonp 


migiantwoikers.’nheycomefitxnNanduihar, 
Dhulia,JBlgaon,Nasik, Aurangabad andothar- 
places. Out of these, Khandethii ftom 
Khandesh. on the borders of Surat (flsttict, 
from the biggest group. Boidersof Klundeih 
(Navapur taluka) are about two-diree hnoi 
away^busanditiswell-connectedtoSuM, ■ 
The meagre landholdings of small peasaoM, 
landlessness, backwardness and lack df 
adequate employment, droughtt and «»> 
implementation of Employment Ouaiante*' 
Scheme of Maharashtra state government la 
the region are mgjor reasons for migntion * 
of Khandeshis to Surat. Due to similarities 
between Marathi and Qqjarati languages. 
Maharashtrians ieam Oqjarati faster titan 
workers from other regions and are bedar 
integrated with the life in the dty. Among 
migrants from Maharashtra, there an 
shimpis, chamatt, patils, sonis, Muslims 
and daliu. Dalits are o^anlsed by the 
Republican Party and Dalit Mukti Sena mA 
are more assertive. Different dalit iuues am 
taken up by these parties and often rallies are 
taken out to highlight the issues. 

Till recently, others have been witii tiie 
Congress or Janata Dal. They work in 
powerloom, tailoring, and dydngindustiies. 
Very few are employed in diamond and 
construction industries. Some work in 
government departments. The Muslims am 
petty traders, rickshaw-pullers and some am 
involved in bootleggiog. In the present Sunt 
Municipal corporation, tiiere are flve to six 
Maharashtrian corporators, elected 'on 
CongressfJaiuUa Dal tickets. One KhandesM 
corporator is a Muslim. 

Says one Bhimrao Kashinath Patii; “In 
times of difficulties or emergency like 
marriages, sickness, people from my native 
village come forward to help. After my duty 
hours. I normally come home, but some¬ 
times I visit people from-my village. During 
festivals, I visit my relatives and friends who 
are from my native village.” 

The Maharasbtnans have collected money 
and constructed their own temples. They 
usually visit these temples to pray during 
festivals. They have a ‘panch’, as is their 
traditional custom, who resolves their di^te. 
They also have a marriage hall. About SO per 
cent marriages among them are solemnised 
in .Surat itself, unlike migrant Wkers from 
other regions who mostly go back to thdr 
native place to get married Shiv Senais now 
trying to have a political base among the 
Maharashinan migrant workers. It has 
formed Jai Bhawani Yuvak Mandal and 
Chhatrapaii Shivaji Mandal to extend its 
iiiHucncc among Maharashtrians in Surat 
One Suresh .Sonar is the president of Sural 
shakha ot Shiv Sena The Sena has utilised 
the recent nots to gather support among 
V1.iharashirians in particular and Hindus ir 
general li has also found a strong base 
among M<iharashtnans in Pandesara. It 
regularly holds meetings there to propagate 
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|it» communal politics and actively 
^-parUcipates in celebrating festivals like 
f^Oanesh Utsav, Shiv Jayanti, etc. 

In Surat, there are about l.S lakh migrant 

J workers from UP. They have come from 
Paizabad(lowercastes,harijansandadivasis), 
Varanasi (yadavs), Goral^pur (brahmins), 
1 Banda (brahmins, adivasis, harijans. They 
&ha ve the reputation of being militant and are 
^K>t very literate), Allahabad(patels—forward 
f^te) and some are from Bihar. About 50 
fiper cent workers are without families, 
^specially those from Banda. They work 
"mostly in powerlooms and dyeing mills. The 
^largest group of north Indian workcrsit ves in 
^Pandeaara. Others live in Katargam GIDC, 
^dhna and other areas. Pandesara is at the 
'/outskirts' and is not well connected to the 
Uity. Most workers work near Pandesara 
^IDC and Sachin (even farther away from 
4'the city). In Pandesara, they have bought 
'Widential plots in a nearby village Bamroli 
|ind live there.-Their colony has come up 
|>ver the years, yet it has no wateror electricity 
%wnnection and no pucca road. During 
‘tnonsoon, the entire area becomes slushy 
^nd it becomes difticult even to walk. The 
fiorth Indian workers positively hate their 
Mving and working conditions. However, 
^ hey are forced to leave their villages due to 

S gre income as a result of unproductive 
anddryfarmingthere-Themoneyeamed 
in Surat is useful for repaying debts incurred 
'hack home and/or for agricultural activities. 
Ifo earn adequate dowry for their daughters’ 
(natriage is another reason for migration. 
!\bout half of them live here without their 
families because wages are low and the 
i^blem of housing is acute. Also, there are 
'.ery poorfaciliues foreducationof children, 
if the family has a small plot of land in the 
lative place, it stays behind to cultivate it. 
|ibout 40 per cent migrant workers from 
lorth India are landless labourers. 40 per 
ient come from small peasant background 
nd only about S per cent own substantial 
jind. These workers have no panchayat or 
^te organisation in Surat. They do not 
l^ere to caste norms, freely mix and dine at 
hch other's place. This is partly because far 
Ijvay horn home, they need one another 
Wpective of their caste. Women in their 
Imilies do not go to work, though some of 
ijem work at home to earn some money, 
also follow ghunghat system when 
i from the village visit them but not in 
ar daily life. These workers celebrate 
livalsof Diwall, Dasscra. Holi, Ramnavmi 
I so on. Every year, Ramlila is performed 
8 large ground near Athwa Lines. 

A few years ago, north Indians in the city 
ire mobilised on a large-scale to demand 
inga-Tapli railway line. About 70,000 
ople had gathered in a ral ly to demonstrate 
NT support for the demand. The BJP had 
tported the issue and had even led the 
irch. It was led by Dudhnath, Ayodhya 


Mishra,RamBarangYadavandothen.These 
workers are also occasionally militant in 
their struggle with owners (‘sethias’). One 
f^utuman Singh emerged as a leatter from 
among these workers He was active in Surat 
Silk labour Union. Later, owners got him 
killed, fearing his militancy and his support 
among a large sectionof noith Indian workers. 
For workers' problems, he was always ready 
to lead a tough fight, llie union was not 
strong enough when he was killed. As a 
result, its growth was checked. He is still 
remembered by workers though he died about 
15 years ago. After his death, north Indian 
woikers became leaderless and desolate. 

As Ram is a very popular mythological 
figure in north India, the BJP was slowly able 
to attract a section of north Indian workers in 
the name of religion and Ram Janmabhoomi. 
A few workers also went for kar seva in 
Ayodhya. But, their general atitude is: we 
have come here to earn. Why lose wages for 
the sake of Ayodhya? However, north Indian 
workers of Pandesara participated in riots on 
December 8, 1992. Tliey were agitated by 
rumours and the announcement by the 
mahant of Bamroli mandir (also from UP) 
that the Muslims were coming in large 
numbers to attack the temple and Hindus 
should gather around it to protect it, The mob 
gathered in thousands due to insecurity, 
curfew and general tension. It was then incit^ 
to attack selected targets, and riots and looting 
began. One north Indian worker who had 
joined in riot recounted how insecurity among 
them led them to attack these targets. The 
police also encouraged the mob to loot. The 
workers without families were in the forefront 
of noung while those with families were 
more worried about the safety of their 
families. 

After nots, the police started to arrest 
people arbitrarily and arrested whosoever it 
could lay its hands on. Fearing arrest, the 
mahant of Bamroli temple later ran away. He 
was afraid that the people would beat him up 
if they saw him. Many of these workers now 
repent that they believed rumours and attacked 
Muslims. They also regret the loss of wages 
for two or three months due to riots. In 
PandesaraGIDC, Muslims are also employed 
but they have never had any trouble before 
and even after riots, when Muslim workers 
returned to work, there was no communal 
feeling against them. 

There are about two lakh woricers from 
Andhra Pradesh in Surat. They have been 
coming to Surat for work for the last 20 
years. Most of these workers are from 
Telangana region, a backward part of AP 
spread over eight districts. The area has also 
been a traditional base of communists. 
Howe ver,there are peoplefromcoastal region 
as well as other parts of AP. About 50 per 
cent of migrant workers from AP belong to 
a traditional weaving caste called 
'padmashali'. In fact, till 1983, only 


Padmashali migrated. After that, people 
belonging to other castes tike brahnUn, 
reddy, vaishya, chadali (dhobi) and mangali 
(barbers) also began to come here to 
look for jobs. In Surat, due to the important 
role that money plays, caste barriers have 
narrowed over period. However, while 
workers eat at one anotber’splaceinespectivc 
of caste, they still marry only within their 
caste. 

After a crisis erupted in the handloom 
industry in AP (deaths of C^irala handloom 
workers due to hunger received a lot of 
publicity), many workers started looking for 
better prospects. Some migrated to Bombay, 
some to Bhiwandi and others came here. 
Roughly, 50 per cent of Telugu workers in 
Surat live with their families while others 
have left their families behind due to lack of 
proper housing and low wages. Almost the 
entire Telugu community is employed in 
powerloom industry, most as workers while 
some have set up their own units after selling 
land in their native place and investing it in 
powerlooms. Some own small shops 
providing various serviccs/goods. A few arc 
employed as teachers in primary schools of 
Telugu language. 

For people from AP, language has proved 
to be a big barrier in their interaction with 
non-Telugu people. Very few of them can 
converse in or understand Hindi or Gujarati. 
As the Teulgu community in Surat is 
relatively large, they have no compulsion to 
deal with people from other communities. 
They live in clusters with their own people. 
As a result, they almost constitute a mini- 
Andhra in Surat but they miss their folk 
culture here. 'The result is that when cultural 
troupes from AP come to Surat to perform, 
they receive enthusiastic response. The 
Telugu woikers also confine their talk and 
discussion to politics and otho' issues in AP. 
They are hardly aware of Surat outside their 
wo^place and slums. Only a small minority 
of Telugu shopkeepers and powerloom 
owners has to interact with other people and 
they speak Hindi and/or Gujarati. 

liie caste associations, caste panchayat 
and their traditional god Markandeshwar 
have strong presence in Surat as welt. Any 
dispute between two Telugu per^ns is rarely 
reported to a police station. Instead, these ate 
resolved within their own traditional panch 
system. Panehes demand a huge deposit and 
other expenses are incurred, but 
Satyanarayana, a Telugu worker and the 
president of Gujarat Shramik Sangh says: 
“Here in Surat, traditions are strictly adhered 
to and even in worse forms thanin the native' 
village”. A community experiencing 
alienation is very likely to rigidly observe 
traditions to seek securi^. Also, money plays 
an important role. Recently, an incident took 
place which illustrates tiiis. Oneday acrowd 
of 150-200 people, gathered in a small lane, 
beguitoah^aitgriTy.Itpointed toahutand 
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aocuMdltowoiiaa living Aeraofpiactidiv 
wlidienft Chat had made a very ill and 
ensund that no medicine helped her 
cooidilioD. They claimed that this woman 
had already Ulied four children of that lane 
throng her witchcraft The crowd was 
worried about dwiafety of thdrowncMIdien 
ftom her. The accused woman was frightnred 
that if she was cau^t the crowd would beat 
her up and she had managed to escape after 
alittle beating. Immediately, people said that 
the panch must be called to resolve the issue 
about the link between the woman’s 
witchcraft atxl death of four children. One 
worker said that in their own village, nobody 
believes in witchcraft and it was terrible that 
his community in Surat should follow such 
practices. 

Similarly, after L K Advani’s rath yatra, 
peddamanshis had sympathised with the 
cause of Ram temple. They wondered why 
Hindus could not build a temple in their own 
country. After the riots, they have come 
closer to the B IP because they believe it to be 
the only party that can save them. In the basti, 
in day-to-day issues Muslims dominate 
Telugu people. This had led to some anti- 
Muslim feeling among them. The BJP has 
been trying to gather mote support among 
Telugu workers by financing their Ram 
NkVami festival. However Muslims from 
AP live peacefully with them. 

The migrants from Orissa. Otiya malis,.are 
more closely-knit, dis|riay more solidarity 
among themselves and are more militant 
than others. They mainly come fromCanjam, 
a backward district in a hilly part of Orissa. 
Some also hail from Puri and other districts. 
There are more than three lakh Oriya workers 
here, employed in powerloom industry. In 
Surat, th^ ate callid Oriya mali. Jagannath 
Patti of tiM department of sociology, south 
Gujarat University, Surat suggests that 
initially migrants from Orissa were mainly 
employed as gardeners and watchmen. This 
earned them the name Oriya mali. Some of 
them gotjobs inexpanding powerloom sector. 
Due to better wages, gradually they all shifted 
to powerloom industry. 

An Oriya worker, Rama, migrated to 
Surat some IS years ago. At that time, he 
was working in a coal mine in Ranchi. 
Bihar, when he received a letter from his 
uncle in Surat. His uncle asked him to leave 
Ranchi and come to Surat because jobs 
were easily available and wages were good. 
Today, Rama owns a house in Pratapnagar. 
near Bombay Market, in Surat, in his dark 
hut, made of tin and gunny bags, he stays 
with about 18 other Oriya workers, though 
at a time only up to 10 workers can sleep 
inside the hut. A larger number can be 
accommodated because workms work in 
shifts. Hiey cook collectively and Rama 
charges them for food and accommodation. 
He himself worics in a powerloom unit. 
Most Oriya workers live in iHitslIkeRaffla’s 


as tenants. Very few own a hut. Most of 
them have left their families behind in 
native place. 

There are about 300 people in Surat from 
just one village, Pankaj ’ s village, in Orissa! 
This village is located in a hilly area and 
land there is not very productive. Besides 
^riculture, there is no other avenue for 
jobs. Land in the village is concentrated in 
a few families, mostly brahmins. Brahmins 
by custom do not touch the plough even 
today. The dry-land farming practised in 
the village can sustain very few people. In 
their native district, there are hardly any 
Muslims, less than S per cent and it has no 
history of communal riots. Women do not 
step out of their homes and are not allowed 
to work outside excqit in a few agricultural 
operations on their own land. Oriyas of 
forward as well as backward castes have 
migrated to Surat. Caste panchayats are very 
strong and feudal norms and values 
dominate the village life. Literacy and the 
level of formal education is one of the 
lowest among migrants from Orissa. Except 
a few. nobody can read Hindi or Gujarati. 
Some of them can read Oriya, their natisie 
language, but there is no Oriya newspaper 
magazine available in Surat. 

The oppressive working conditions, long 
hours at work, household tasks, low level 
of literacy and the language barrier, not 
only segregate Oriya workers from others 
in Surat but also keep them ignorant of any 
event in the world outside. The only link 
with the outside world, apart from 
powerloom units where they work, is 
through occasional letters from the village 
or news brought by those returning from 
the native place. These factors combine to 
create strong bonds of solidarity among 
them, impart militancy to the group and 
enforce a strong urge to preserve their own 
world-view for secunty and solace in an 
alien and oppressive environment. 

Oriya woikers are shy before .strangers 
and staunchly defend then traditions and 
customs when questioned about them. A few 
incidents in Surat illustrate this. Oriya 
workers do not join any trade union or play 
an active part in it. However, when in a unit, 
one Oriya worker was thrown out of his job, 
all Oriya workers forcibly clo.sed down the 
unit and began patrolling the area with lathis 
in their hands, ready to strike anyone who 
dared to work in their place. The owner 
called the police but they remained 
undeterred. TTie militancy of Onya workers 
forced the owner to take back the worker 
whose services had been terminated—a rare 
evoit in Surat. 

A large number of Oriya workers go to 
Orissa for Lord Jagannath's rath yatra. ITiey 
collect money for it. During that period, they 
strongly fight with owners of units for 
maximum termination benefits. Nobody 
picks up any fight with an Onya •worker 


because they know that in such cases,ab^. 
group would soon emerge to retaliate. 
Pankaj, an Oriya worker in powerloom 
industry, said thm they are not in die habitof 
going to a police station with a com|daint. If 
there are any quarrels within the community, 
diey settle it among themselves with their 
panch system. Justice is administered hy 
imposing appropriate punishment or fines 
on the guilty. If one of die parties involved in 
the dispute is non-Oriya, they still do not go 
to the police. The aggrieved Oriya workm 
reports the matter to his friends and others in 
the community. Traditionally, they are 
offered liquor and all go out in a group to 
settle the issue. They have their own idem of 
‘wrong’ and ‘right*. In cases where there ita 
complaint against an Oriya person and the 
police arc likely to arrest him, he nins away 
to another basti and sometimes to his native 
place to escape arrest. Pankaj says: "We are 
very scared of the police. They beat us 
mercilessly, without any reason on the 
slightest pretext. There is no one to help us 
against the police brutality and lawyers only 
assist the police despite charging high fees 
from us.” Thus, the fear of the police is veiy 
real for them. Also, they have no political 
support whatsoever because unlike migrants 
from other regions and states, Oriyas woric 
almost exclusively in the powerloom 
industry. There is hardly any middle class 
section among them like shopkeepers or 
the unit owners who can intervene 
effectively on their behalf or/and get their 
work done. 

Very fewOriya workers bringtheirfamilies 
along and even fewer send their children m 
school in Surat. There are hardly any Oriya 
schools. Hence eve.i Oriya teachers ate very 
few. The display of militancy by them is the 
only way to protect themselves. They do not 
take any initiative in demanding munici|tal 
amenities hut support others as and when 
such problems are taken up. For ration cards 
and similar things they approach the local 
leaders and corporators. In this, some woricers 
who have been living in Surat for years hdp 
them. Oriya woricers show little interest in 
voting in elections except in those slums 
where they are concentrate. Of late, the BJP 
has been trying to woo them for support. 
These workers have always toted for the 
Congress till now. The Oriyas are among the 
least communal groups and have no anti- 
Muslim prejudices. KaluPatraandTripathi, 
two Oriya workers, are active in the BJP but 
they have no support at all in the community 
in Surat. 

In mid-80s, Utkal Samaj Samiti was 
formed. Its president Ashok Patra was a 
member of the Congress. This organisa¬ 
tion is now defunct and money collected 
by It in instalments' for residential plots 
remains unaccounted. It was inaugurated 
by J B Patnaik, the then chief minister of 
Orissa. 
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The Kathiawadis migrated to Surat from 
Saurashtra region, especially Junagarh, 
Amreli. Bhavnagar and other places, 
aometime in early 70s. Saurashtra is a 
backward region of Gujarat It.s inhabitants 
an mainly dqiendcnt on agnculiurc, which 
ia not much developed because of its 
dqwndencc on monsoon. In the coastal belt 
of Gujarat, due to increase in .salinity, the 
productivity of agriculture is declining. Land 
is concentrated in the hands of a few rich 
Cunilies who grow cashcrops like groundnuts. 

Most migrants from Saurashtra belong to 
Patd caste. The caste system and orthodox 
religious practices are ngidly followed in 
Saurashtra. Backward castes and .scheduled 
castes are routinely oppressed by forward 
castes. For instance. Vankars are beaten up 
and terrorised on the slightest sign of their 
assertion and affluence like wearing better 
clothes, not bowing in the presence of the 
upper caste people and so on. Disputes over 
wages are common. 

People of Saurashtra aie deeply religious 
in nature. There have been a number of 
religious movements in Saurashtra. For 
example, Jalaram Bapa, Moran Bapu and 
other saints arc revered here. Thousands of 
people attend their preachings and sermons. 
One Kathiawadi Jokingly suggested that 
any one can attract people in Saurashtra if 
one wears saffron clothes and goes to a 
village. Many religious gathenngs are held 
in Saurashtra. like Sitra and Satam. In the 
past few years, religious movements have 
deepened the faith of the people. The saints 
have also been propagating on the Ram 
Janmabhoomi isssuc. As a result, the BJP 
has been able to make inroads in Saurashtra 
and consolidated its position. Since the Jan 
Sangh days, it has a f^oothold in Saurashtra. 
BJPgavea political colourto this religiosity 
of the people by extensively carrying 
campaigns on Ram mandir issue and 
spreading prejudices and lies against the 
Muslims. The Kathiawadis of Saurashtra 
were carried away by the propaganda. With 
the Kathiawadis of Saurashtra coming under 
the sway of the BJP. those of Surat also got 
communalised due to their close contact 
with their native place. 

In 1989assembly elect ions, three out of the 
total four assembly seats in Surat were won 
by the BJP. From the Varachha Road area, 
which IS dominated by Kathiawadis, 
Manubhai Pithawadiwala won. Manubhai is 
reputed to have links with illegal activities, 
land-grabbing as well as diamond factory- 
owners. He also campaigned for change and 
called upon the youth to channelise their 
energy towards change, take the initiative 
and fight unemployment. He presented 
hinucif as an agent for change. He appealed 
for the unity among people from Saurashtra 
and declared himself to be an advocate of 
(heir interests He adopted a militant posture 
in favour of Kadiiawadis and won his seat. 


As pointed out earlier, Saurashtra is an 
underdeveloped region dependent on 
agriculture. Kathiawadis are staunch 
supporters of tradition. They vehemently 
preserve traditional vidues and are proud of 
them. Muslims born Saurashtra are also proud 
of its culture. Here, joint family system is 
still prevalent. Underdevelopment, resultant 
poverty and uncertainty associated with 
change reinforce traditional values and 
culture in the region. Their popular image 
IS that of simple villagers, warm and 
hospitable. Guests are always welcome in 
their houses. They go out of their way to 
help a needy and a poor person. At the same 
time, Kathiawadis are known as militant 
fighters if provoked. For example, they 
reacted angrily on Varachha Road, also 
known as mini-Saurashtra of Surat, against 
'Mangadh hatyakand* in which Darbars 
massacred Patels proceeding to attend a 
marriage. According to a reporter of 
Sandesh, massive protests were organised 
against the massacre. Similarly, there were 
serious repercussions of the anti-re.servation 
agitations of 1981 and I98S. Kathiawadis 
react militantly whenever their values and 
identity are under attack. 

Recently, a well known Kathiawadi 
person was arrested and allegedly tortured 
by the police. He was falsely implicated in 
a case of firing at the PSI from his revolver 
in Kapodra police station. In protest, 
massive meetings were organised and 
statements threatening the involved PSI 
were issued in the press. Militant speeches 
were also made. This went for days. The 
situation was brought under control only 
when the two concerned PSIs were 
transferred by the commissioner of police. 
However, a small srction claimed that the 
entire agitation was opportunistic and was 
manipulated by diamond owners and 
builders (the accused was a builder Mohan 
Sawant). There are several other instances 
where the slightest provocation leads to 
angry and violent reaction by Kathiawadis 
like pick-pocketing or a minor road 
accident. Violence and brutal exploitation 
in their daily life accounts for such outbursts 
by them on such occasions. 

Events and rumours after the demolition 
of Babri masjid on December 6, 1992, 
provided a spark to the communally charged 
atmosphere in the city created by the vicious 
anti-Muslim propaganda of the BJP, VHP, 
RSS. Literally, thousands of Kathiawadis 
took to streete and there was no one to 
restrain them, including the police. For two 
full days, looting, rapes, killings and other 
brutalities were perpetrated by them on 
Muslims in the name of religion. The 
Saurashtrian identity also works in another 
way. During any agitation, diamond factory 
owners close down their factories and 
mobilise their workers for the agitation, be it 
communal riots or anti-reservation stir. 


Kathiawadi dianwnd wotfcen live in 
extreme poverty. About 60 per cent of them 
cannot afford to bring their families along 
to Surat. They live in crowded rooms and 
share sleeping place. At times, they even 
stay in the factory. Literacy rate is very low 
among them. They cannot read or write and 
spoken word is almost sacred. Repeatedly, 
sadhus, employers and politicians talk about 
communal issues and project them as major 
issues. While other migrant groups do not 
haveamiddleclass to voice their aspirations, 
among Kathiawadis this is not the case. 
They have a middle class and small 
industrialists in their community. Hipvever, 
this middle class does not articulate 
aspirations of workers and the silently 
oppressed. There is no agitation or protest 
along class lines. In the name of Saurashtra, 
only communal politics and interests of the 
elite are pursued. 

The Kathiawadis have a strong sense of 
solidarity and community life which 
preserves their separate regional identity. 
This has, as in the case of other migrant 
communities, developed strong intra- 
communal bonds. It is this bond of which the 
upper caste and the diamond unit owners as 
well as land-grabbers of Kathiawadi origin 
take advantage to pursue their interests and 
communal politics. It is this bond emanating 
from a strong sense of identity in an alien city 
that today mobilises, almost effortlessly, 
thousands of Kathiawadis at short notice 
whenever they perceive danger to their 
identity from ‘aliens’—be they Muslims or 
police. It is this bond that today makes the 
Kathiawadi worker stand behind the elites 
from the community. Ironically, one of the 
reasons for such strong sense of solidarity 
and identity is the insecurity of life and 
employment and brutal oppression at their 
placesof work, including torture and beatings 
to recover advances and loans and on 
suspicion of theft. The miserable conditions 
of living only add to the longing for some 
sort of collective feeUng. Separated from 
theirfamilies, the alieiution of the city drives 
them to various vices like alcoholism, 
prostitution, and even blue films. 

Conclusion 

In the riots that followed the demolition of 
Babri masjid on December 6,1992, the BJP 
and llindutva forces had a strong 
organisttional network and the baddng 
the Rana, Gfaanchi, Kharwa and Macbhi 
communities. These upwardly mobile 
communities were looking, for a broader 
idmitification and larger polilkal role which 
the Congress had failed to provide. The BJP 
could fiU in this .vacupm and therefore had 
the resources ttf these communities at its 
(hsposal.Themigramworiten’ participation 
in the riots was out of their insecure living 
and wtnking condittons. 


Eotmomic and PoHikal Weekly 



Presents 

ALTERNATIVE ECONOMIC 
SURVEY 199S-94 

There is no denying that the official Economic Survey has acquired quite a few apologetic 
traits. Over the years, it has tended to be more of a window-dressing than report objectively 
and meaningfully the state of Indian Economy. The manner in which the economy affects 
the lives of the common man is rarely captured in the official survey. Hence, an attempt 
was made to prepare an Alternative Economic Survey 1992-93 in 1993. This Survey was 
very well received by media, economists, activists, NGOs and other groups. 

Public Interest Research Group has now brought out Alternative Economic Survey 
93-94 keeping in view of developments during this period. Written by a team of 
economists, activists, academicians and grassroot workers, the Survey has examined 
various public policies and suggested alternative packages. This survey has following 
chapters : 



The Economy 92-93 

C.T. Kurien 

Population and Food 

N. Krishnaji 


Macro Scene 

Arun Ghosh 

Industry 

S. Muralidharan 


NEP:Taking Stock 

SurenderJ. Patel 

Corporate Governance: 


Self-reliance and 


Towards Laiaaez Faire R. Maheshwari 


Globalisation 

M.A. Oommen 

Power Sector 

Surinder Kumar 


The External Sector 

Jayati Ghosh 

Planning and 



External Debt 

Biswajit Dhar 

Public Sector 

R.C. Dutt 


GATT and India 

B.K. Kealya 

Women: Politics 



IMF-World Bank 


of Exclusion 

Krishna A. Patel 


and India 

Balraj Mehta 

Gender Perspectives 



Fiscal Policy 

Dalip Swamy 

on Development 

P. Swaminatban 


Taxation 

V. Upadhyay 

Tribals 

Pradip Prabhu 


Financial Sector 

Kamal Kahra 

Education 

Suresh Shukla 


Prices and Distribution Jaya Mehta 

Higher Education 

K.S Chalam 


Labour and 


Health 

Imrana Qadeer 


Unemployment 

D. N. Reddy 

Environment 

Ashish Kothari 


Agriculture 

Abhijit Sen 

Lobbies 

Dolly Arora 


Rural Economy 

Kamala Prasad 

Plus many Box-itema 



Pages: 180 [A-4 size] Price : Rs 40 [Individual] or $ 5 

Rs. 80 [Institutions] or $ 10 


[Add Rs 10 or $ 2 for packaging and postage & send M.O/Bank Drafts 
only in favour of Public Interest Research Group, Delhi] 

Public Interest Research Group, 142, Maitri Apartments, Plot No. 28, 
Indraprastha Extn., Deihi-110092 (INDIA). PhonO'Cum-Fax: 91-11-2224233 

'‘rimed by Krithne Rlii M Modem Am and InduaUrlci, 151, M. Induttrial Etttte, Ganpatrao Kadem Maig, Lower Ibuel. Bombay 400 013 
and pHUislied by bjai for Sameekelia that ftom Hilkari Howe, 2S4, Shahid Bhagaisingh Road, Bombay.4QD OSS. 


May 28.1994 


Regd No M H-^/SoaaK325 


DLF i 

CEMENT LTD. 

Regd Office ; 1-E, Jhandewalan Extension, New Deihi - 110055 

Public Issue of 99,13,400 Secured Redeemeble Multi Optfon Convertible« .1 
Debentures of Rs. BS/- each for cash at par aggregating Rft. 84,26,39,000 g 


PROJECT HIGHLIGHTS 

• Pfomoitd by Dlf* f^owp rxrupying ^.romnonl 
po«ih<m ill f**ftlo5folo foi lln*l<»sl4SyfHiis Qf.arl 
from inloroit in Hnqinoofinq nduslry 

• TnibiiHul collubofalii n with Mihon ( omeft 
^ ftmpnnyllfi (NC< ) Jupon f >r monufatture of 
1 4 ni llioii tpa (if (♦‘fnoni NC^ is onp (f ih^ 

st romPiil munufai.tUTeis tn Jitpfjii havinq 
Q Iota' (upocily of 1 ) inillton tpo iihI u 
ttunovoi tf US$ I 81 billion (Yt'orenHi'dMar h 
I <) 

• N( ( tfHhnolijgywillpiovicJotholvneftsof (l|low 
fi#»«it tind pnwyy a luuinplion (fl) einiiSion Inveis 
f (jnfoimiriq to !ntpfn<itionol stn iciards (III) wo te 
boat rtKovery sysfc^i wlurh will Im utilist'd t*> 
qonoruln pownr fof (uptivr consumption and insult 
into substantial cost livings 

• Miotnqif lof itnin with limostono le'oivi' 
nvoilabl^ n ihp vidiiity of plant for ibuul 100 
yuors u! ‘h^ lutuii«opui ity 

• C opfi/c ftowcn ge’nnrntion i f ) SMW fc en*»ie 
no unntlorfuplod nnd »<»nsi,t»*nt npply uf 

pCjWH 

• Pioximity to the t »>rTit*nt deficit Norrhnrn ff»f|if n 
and taptivn » lOsumption by tfie qruup 

• PntfojSn nul nionaqement *oinpri*mg of p€*»»ple 
with divoise expt»ii»*nc ♦ or d prov**ri trurlf ^e« "i 

• PrO|«vt and site ctuniuruos lirf^odv obtiuneJ 
hum envifciimenlal angle from the rospetlive 
oufhontios on 1 2 in Iti .>pi t|.>T bo«is (Rcwisod on 
1 4 milii >n tpo i>o'i avsnited} 

• Project viability o'sessoii ond aftfiiQijfKl by fhr 
Industrial L iwiit ^ InvesNnent i oiporat'on of 
India lid (K K I] foi I 2 milliun tjxi Rupee term 
ban part ipotion by the All indiu finanuol 
In'titchons 

• f M«igi cuiieiuy Ison porii ipafion l>y 
IntemutionnI htaiuo Lorpornticn (IFC I 
Wo hincjtcn upts U>$ 28 million Pnrtu ipolion 
m Multi Optic n C»>nvei tif >lo l^nbentures (MCH Ds) 
ipto US$ 8 S millif>n n firm allotment l:»nsis 


CREDIT RATING 

rnsil has oisigned 0B&+ (Ptomnince^l Triple 
B Plu) ) roting to 'ho t optioned debenluie I'sue 
This rating indii utes suffn lenl safety with legurd 
to timely payment of m’orest and pnuipat 
I lowevtM V honging < ik ums^ances are inaie likely 
to load to u weakened > apo< ity to puy interest 
ond fcpoy pnnr ipol than tor debentures m higher 
rated < aloijories 


ISSUE OPENS ON 
ESnd JUNE, 1994 


ISSUE HIGHLIGHTS 

• Muiti Option Convertible Debentures of 
Rs 85/ each Part A ofRs 50/ converttble into 
5 equity shnies at par on allotment and Port B 
NLDofRs 35/ hovingfouroptionsforinvestors 
* Option I simple interest of l/’e on N( D 
Pi ftion * (>pt on II r umulative intere »t of 1 /^'o 
on NCD Portion * Option 111 — opportunity to 
^onveit NCD portion info equity shores No 
interest janyoble on NCD portion * Option IV 

to dispose off NC portion of M(X D 

• Paiti* ipationonhimollolmentbasisintheMO D 
Issue upto 11*^$ 0 5 million equivalent to ImJian 
Rupee* /O 35 cr)ies by IFC Washington by 
ImJion ond »Hshf im mutuol funds to the extent 
Kupees 1'93 1 roresondby Foieign Institutiona' 
•nvo*tors to tho extent of Rs 14 25* roros 

• The ( o npony hns mode orrangements for buy 
bu(,k of Nnn ronvertible Portior (KHOKHA) 
thiouyh Honq Kong Bonk The co*t of tho Lquity 
'’'hares t<i eligible allottees opting for the boy 
b ick Kicility would be Rs 11/ per share 

• ls»ue rated BBBf (Pronounced Tnplo B Ph s) by 
( RIML 

• fasy ui d attroc five payment ^erm^ R% 25/ on 
opphrotion and Iralonce Rs 60/ on allotment 
f|f not opted for KIroko buy back) 

• I istiruj of vhoies tjnd debentures of Ahmedohad 
R jmbay ( ah utfo Delhi Juipui und Madras 
Slo k ix< hongns 

• f kill pitjinoter' i ontribulion of Rs ’5 65 < lores 
by wav of Multi Option Convertible Debentures 

• Tax benefit U/S 801 80M under Income "^ax 
At I 1961 am I Weolth Tax benohtj 


Investors may note that in the event of the 
present issue being oversubscribed, the 
allotment will be linoiised in consuhation with 
Stock Exchange at New Delhi, the ollotment 
shall be on proportionote bosis ond a SEftI 
nominoted public ropresentotive shall be 
ossocioted in the process of Hnolisotion of 
bosis of ollotmont. 


RISK FACTORS 

EXrPKNAl (TO THfCOMPANY) 

(i) Profitability may be affected due to < hanges in 
Government Policy towords Cement Industry, 
Exchange Roto Fluchrolions and various statutory 
levies 

(ii) Competition from the existing and proposed 
manufacturers may offer t performonce anti 
ptofitabrlrly of the rompany 

INTFRNAI (SPECIFIC TO THE PROJEC f) 

(in) Cost/time over run may affect the cost and 
ptofitablity of the piO|ect 

(iv) The appraisal for the Pro|ect has been 
(.onducted by 1C ICI bosed on the rated capacity 
of I 2 million tpa Subsequently Ihe Company 
hod revised the rated rapacity to I 4 million 
tpd in Older to improve the profitability whicli 
has liepn noted by 1C iri Reapproiscil of the 
Pioiect at the enhomed ropoiity is to be 
undertolien later by 1C ICl 

(v) C onvorsion of Prosper tuig I icence into Mining 
loose for limestone is owoitfd 

(vi) RIIC 015 in the pi ocess of acquiring both pi ivote 
and Government land on behalf of tho Company 
os per Memoriindum of Undeistanding signed 
by the Company with RIICO 

(vii) Site cleaiance and NoOb|etlion Certificote 
fiom the Environmental Angle has been received 
from Rojosthon Pollution Control Boord and the 
Deportment of Enviionment for the rated capacity 
of I 2 million tpa Thecleaiantefor 1 4 million 
tpu IS awaited 

PERCEPTIONS OF THE 
MANAGMENT 

(ii) The Compony does not foresee ony difficulty^in 
mai ketmg its product due to the strategic location 
of Its pbnt in ’he cement deficit Region 

(ill) Barring unforeseen circumstances, the 
manogomeni is hopeful to complete the pro|ecf 
within the projected cost ond time estimates 

(v) The Compony has already filed opplication for 
obtaining mining lease and no difficulty is 
envisaged in gelling the some 


NRi foriTM are available at tfie 
Registered Office af the Company 


IMhvuunipdny dot's notrtHvivvthvrnininiu’Tiv bs iiptionol K) olthoi^siedmount ncludingdevolvomentolundflrwntarsMrithinBOdaysfromthtidateofclosureotthat^^ue thecompany 
sMI lortl with fPfund tho ontir»»suhv ripiion nmounl fvrpivwrt For dWay bnyond "8 days of tho opening of tho ibxue m refund of such subscription tho comparty shall pay interast @15% 
per anruim 1 Miore i*' dn) iy in retund unouni \. o let if*d tho conip toy and the directors of tfiH company shall be jointly and severally liable In repay the amount due by way (M refund with 
inieros* ^ 1 s • pnt annum lot the deluy boyur d ^8 days from tfie date nt opomno nt the ixsue 
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DEMOGRAPHIC CONSEQUENCES 
OF FAMINE: REGIONAL VARIATIONS 

DEBT CRISIS AND ECONOMIC 
REFORM 

GIRL CHILD IN THREE INDIAN STATES 

m TEACHING WOMEN STUDIES TO 
MALE ENGINEERS 

KASHMIR: ABUSE OF PREVENTIVE 
DETENTION 


H ON THE BORDER OF FASCISM: 
MANAFACTURE OF CONSENT 
IN ROJA 


m REDEFINING THE GOOD SOCIETY: 
NORTH-SOUTH DIALOGUE 


SOUTH AFRICA: A NEGOTIATED 
REVOLUTION? 



We help Nature keep her true colours. 


As repuietl manufacturers of vital 
chemic U prockicis weve been in the 
forefront ot piomonng sifetv iivl 
environment piotection 

Onr commitment to preserve the 
en\ironmc*nt improve satc*t\ iiul 
enhance the Ivc ilth and weH.ire ot our 
emplo\c*es and the surrounding 
commiimtv ininiUsts itself in e*verv 
lacet ot oiii op< rations right from 
our choue of technologv to process 
selceiion and engineei ing design 

fcfllut^nt tieatment plants at both 
our factories lender liquid wastes 
harmless Sophisiieatc*d pollution 
abatement equipment keep emissions 
within tolc'rance limits 

Our R&D wing develops products 
that are env ironment friendlv 


searches for v\ i s to recycle waste and 
constantlv cv iliiites the effectiveness 
of our own polluiK>n prevention and 
contiol efforts 

Wc ve dcMUicd ecluc ition 
programmes to inftiim train and 
encourigc oin < mplovcc s to activelv 
paitKipatc in u hicvmg s ifctv ind 
environnic ni il piotcction goils sifetv 
inspectK>ns ind sifetv audits to assure 
continuous toutlol md onsite ind 
offsite clisott i contiol plans to aid 
effective re spouse to a wide i ingc of 
emergencies 

Its ill put ot out integrited c'ffott 
to keep out opcritions sift and 
hai mless 

And to ensure that we help 
Nature keep het true colours 
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Coping with Famine 

India provides a good opportunity tor analysing tamine demography 
in a historical perspective. While analysis at an aggregative level 
provides an understanding of short-term demographic responses, 
examination of inter-distnct variations helps to assess the relative 
importance of factors such as drought seventy, relief provision, 
flow of migration, etc, that shape the demographic outcome 1399 

Three Years of Reform 

Economic retoim in India was tnggered by an external debt cnsis. 
the outcome mainly of domestic fiscal imbalance Three years of the 
reform have passed and the impact of some ot the policies is visible 
While three years may be too short a period for assessing the lull 
impact of the policies, for mid-course corrections of the policies 
It will be too late if their results arc not delected in time 1411 


Thought Control 

Within the emeigmg maelstrom ot 
inedia forces in India, our thoughts 
are being thought for us in ways that 
make the indoctrination of 
UBditional authority figures almost 
mild in comparison The 
fundamentally uncniical 
valonsation ot the market and the 
state by a range of media 
representatives constitutes a form ot 
cultural fascism which, while liberal 
and idealistic on the surface, is most 
dangerous in the hold it has over 
people's minds and votes 1989 


How Much Is Enough? 

The world must finally grapple with 
the Gandhian question How much is 
cnough‘>The answer would have to 
be viable in terms of sustainability 
and, to be of real practical value, 
would have to be eventually 
applicable universally 1383 


Child Labourers 

HouMhold surveys in West Bengal. 
Bihar aad east I'P show that all girt 
children in nmi hooMholdi m la 
fact disguised child labourers, 
with the degree of exploitation 
varying with socio-economic 
backwardness 1379 


Beyond Gender 

Women’s studies is about 
social change and while we focus on 
hierarchical gender relations, we must 
Mso highlight iniquities based 
on class, caste and creed 1419 


Without IVial 

The government of India has 
behaved in a disgraceful manner in 
regard to the impiisonmenl without 
trial of the veteran leaders ot 
Kashmir. Abdul Ghani Lone 
and Syed All Shah Geelani 1373 


Cleft Stick 

Every year at ‘akha tcej', ihc 
Rajasthan goveinment launches a 
drive against child mamages The 
work burden tails on the lowest 
level functionary, the ‘sathin , who 
IS required to report on child 
marriages taking place so that the 
police can intervene This is where 
Bhanwn, a sathin who was 
gang raped because she tned to slop 
a child mamage taking place in 
her village, was caught in a 
cleft stick 1377 


What Next? 

While ‘negotiated revolution' 
has become the favounte media 
expression to describe the 
transformation in South Africa, 
not only negotiations but the 
revolution also has to continue 1375 


For Flogging 

In showing its approval of the 
flogging of Michael Fay in 
Singapore, the ‘Amencan public' 
in whose name the US political 
leadership performs its heroic 
(feeds has lifted the lid on the 
can of worms of Amencan 
authontananism 1386 









LETTERS TO EDITOR 


Triple Iklaq Judgment 

THE article of Flavia Agnes ‘Tnple Talaq 
Judgment Do Women Really Benefit 
(May 14) raised some interesting 
questions 

Customary law is set against J nihan’s 
judgment Customary law may have its own 
meaning in sociology but Muslim Personal 
Law (MPL) IS different it is based on the 
wordiaf god and the precepts of the prophet 
as interpreted by religious and secular (non 
Muslim)) judges in India The subject has 
not to be taken in a populist fashion .i lew 
vital questions anse tor sciious thinking 
which are as follows 

(1) What are the limits of MPl and the 
consutuuonal law' 

(2) Are there any absolute limits set to 
primacy of constitutional law' 

(3) Was MPL given absolute supremacy 
over Muslims (apart lioni penal laws which 
were conceded to IPf') and what is actually 
saved from the ( onstitulion alter 1947' 

Infimity, if any in J I ilhan's judgment 
should have been shown from I 2 and 3 
pomes of view 

On the points raised by fl is la the legal 
position IS as under 

(a) The position under three consecutive 
monthly pronouncements ol talaq would 
have bMn cerUiinly diflerent it there had 
been an opportiinitv foi reflection and 
reconciliation 

(b) There is no question of ai quisition ot 
land belonging to a divorced woman Under 
the Land Ceiling Act the husband s and 
wife's lands arc clubbed together u/i/eii the 
wife IS judicially separated/divorced The 
courts have in fact held in this case that there 
was no divorce As tar as the Ulemas are 
concerned, there is no consensus that triple 
talaq' in one sitting is a customary divorce 
(see the Muslim Personal I aw Board s des 
enpUon ot this type ot divorce as citminal 
action though it accepted contradictorily 
such divorce because of popular usage) 

(c) Once 'tnple talaq' is held to be invalid 
for all purposes. Khatunissa can certainly 
claim to be maintained hv her husband 

(d) The doctnne ot divorce by mutual 
consent does not apply here for two reasons 

(i) In 'tnple talaq' consent ot wile is not 
mcessary. and (ti) when the court has 
held that in fact there was no divorce in 
the eyes of law the question of consent is 
not there, the fact that the tnple talaq' has 
not been challenged by husband or wife in 
dus case is irrelevant because the nghts of the 
slate are affected by the so-called divorce 

(e) In fact on the facts of the case it is 
apparent that the husb<tnd and the wife have 

together If factual presentation is 
challenged then more evidence should have 
been produced at the lower judicial level At 
the level ot the Supreme Coun this cannot 
he done 


(0 7 here is no quesuon of the women's 
nght being involv^ All thatis to be decided 
under Islamic law is whether the husband 
and the wife have in fact totally separated 
and not cohabited with each other In case 
of the preferred divorce, for instance, the 
first ‘talaq’ is considered to be cancelled 
ab mttio if the husband and wife continue 
to dwell under the same roof From this 
point of view there is nothing to prevent 
the wife from walking out from the posses¬ 
sion of the residence There is need for an 
objective test to check that divorce is in 
fact a fraud, as distinct from it being 
invalid 

(g) 1 he point IS even the requirements 
of MPL were not met and the divorce was 
held to be fraud to avoid the Land Ceiling 
Act In cases of fraud all concepts 
of minoiity and customary law become 
irrelevant 

(h) The point that minonties ate denied 
benefits of the Family Courts in Bombay 
through a laulty drafting of the Family 
Courts Act docs not really anse from 
J I ilhan's judgment However it is certain¬ 
ly a point which needs consideration by the 
government and the activists 

(i) Regarding the final query raised by 
Flavia that il the couple are divorced after 
the property is acquired, will they be enti 
lied to reclaim their property from the 
slate, the obvious answer is that law is not 
applied retrospectively but it is applied 
having regard to the position on the date of 
the acqui suion and subsequent events can¬ 
not alter such legal actions 

We hope the above clanflcabons will be 
helptul to your readers in understanding the 
conliovcisy 

Iqbal Masi'D. A S Urai/ee 

Secular Media-Watch Centre 
Bombay 


Big-Ume Swindle 

THEextiemelyfaciieandsuperficial review 
of Randhir Singh’s book Five Leeturet ut 
Marxist Mode by Sumanu Baneijee (April 
16-23) does little justice to dw coiai^xity 
ofissues addressed by Randhir Snqih While 
Randhir Singh n^dy seeks to restpre the 
primacy (“in the uTlimide analysis’^ of class- 
analysis, he does not wish away the socio- 
histoncal specificities of the Indian situa¬ 
tion It simply would not do jo dismiss ainly 
“caste Of ethnic loyalties traditions which 
are being harnessed by small-ume political 
operators and legitmus^ by new-fangled die- 
ones of ceitam academics” A detailed critical W 
survey of such theones, not all of whidi have * 
been propounded by cloistered academics, 
seems to be called for It is impottant to the- 
onse the relations between caste, ethnic strug¬ 
gles and the class forces m our soaety today 
Otherwise ‘class-based politics' will g/A chro¬ 
nically derailed by influences from such spheres 
The big question missed by metropolitan 
big-time journalists of course, is whether 
such con* epts as the Indian nabob have any 
histoncal validity If India is a nauonal state, 
then state tenor against attempts to 
disrupt the nabon is an unfortunate necessity 
If. on the other hand, the concept is hollow, or 
at least inadequate, then the issue of stale teiror 
nses above the level of mere tegality Then V 
violence by ethnic groups against hegemomc 
claims of the Lcntraliscd naoon-state will be an 
altogether different matter 
An abstract discussion of the problems of 
building socialism is of little value Indian 
leftists are nut given to senous research in 
modem history, and they do not cnbcally 
re-examine policies followed in thepastand 
theirconscquences How then can they claim 
a right to be heard on this issue'' 
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Putting the Qock Back 


T he process by which the injectable contraceptive Depo 
Piovera (and Net en) has been introduced into the Indian 
market makes a travesty of the efforts of concerned and 
committed vramen’s and health groups tocreatecommon ground 
pr the state, people’s movements and researchers on issues such 
f contraception which crucially and intimately affect the lives 
of women. For the issue here is not merely the approval given to 
a contraceptive of questionable safety but the gradual erosion 
of the rights won by the international health and women’s move¬ 
ments over the decade and points to the gathering momentum 
towards the evolution of a lean and mean state. 

Let us assemble the facts. Depo Provera (DP) is a controversial 
contraceptive which is the first of a generation which indubit¬ 
ably transfers control from the woman-user to the administrator- 
doctor and hence to whatever the authority which controls the 
medical establishment. Given the poweriessness of women 
socially, politically and economically, the issue of user control 
lias assumed great importance because it is the real test of 
whether the rhetoric of empowering vypmen has indeed been 
^slated into accepting that women have and may exercise 
ghts over their bodies, over their reproductive health. The fact 
is that women’s empowerment in the economic and political 
sphere even if it r^ly materialises does not challenge the 
patriarchal state apparatus as sharply as does the acceding of 
reproductive rights to v/omen. By stalHng the licensing of DP. 
women had asserted their right to safe contraception and control 
aver their fertility. The Indian government by allowing the sale of 
DP and Net en has at one stroke swept the 15-year old unresolved 
jebate under the carpet and encroached upon hard won rights. 

Secondly, the ent^ of DP comes at a time when the Indian 
{ovemment is keen to encourage foreign investments and is 
toping for the return and expansion of the drug MNCs. It is also 
in the throes of accommodating as many of the ‘concerns^ of 
interest groups led by the World Bank as is possible without 
etting the balance of political forces. The refurbished popula- 
I bomb myth is extensively influencing policy decisions. The 
ikensing of the injectables is the red carpet laid out for com¬ 
panies like Upjohn and German Remedies, manufacturers of 
DP and Net en, respectively. Upjohn, it may be recalled, has had 
m uftoill task getting the contraceptive ai^roved. Its extensive 
methical trials in third world countries became the spark for 
women’s and healdi groups to mount an offensive which ulti- 
nalely led to a public inquiry, where Upjohn was forced to 
XMicede that it had sought USroA approval on false grounds. 
Jpjohn in submissions to the US Securities and ^change 
-ommission had in the past admitted that it had paid huge bribes 
o foreign governments to persuade them to allow the sale of 
yp to government agencies. Getting the world to accept DP 
ladcl^y become a major objective for the company. The 
id||mgovernment withalongestablished drug control machinery 
Bwi vast middle class population flrmfy hooked on consumerist 
baantsof upward mobility and inevitably thesmall family norm, 
taadpa^ for Upjohn, ridng on an Indian drug firm which has 
ill Oie right oonnections. a vast market for a never-done-well 


contraceptive. In return, no doubt the MNC will offer goodies like 
sophisticated drug ranges, elc^ 

The ministry of health has issued a statwnent, following a high- 
level meeting which included the Drug Controller of India (DCI), 
the health secretary, the ICMR chief and “women’s repre¬ 
sentatives’*, that the drug has been approved after thorough study, 
trials and post-marketing surveillance. Clearly, the government 
must mean studies conducted abroad, for ICMR in its annual 
report of 1975 had reported the abandonment of the only trials it 
had ever undertaken, because of the high drop-outs due to heavy 
and prolonged bleeding or amenorrhoea. In fact, thcdrugcontrolier 
is repotted to have said that the approval was given entirely on the 
basis of material supplied to the authorities by Upjohn. The DCI 
has also contended that field trials of contraceptives do not give 
suflicient information about acceptability, which, as for any 
consumables, can only be asse.s.sed after it is introduced. Not 
only is this a shockingly irresponsible attitude, but it makes a 
mockery of the entire structure of drug testing with its elaborate 
and internationally accepted sequence of trials. So far India has 
stood out among third world countries in having an independent 
mechanism for assessing drug safety and acceptability, even 
though it is often sought to be circumvented by drug urmpanies. 
This decision of the drug control authorities to license the two 
controversial contraceptives is tantamount to the first step towards 
dismantling the drug licensing system. 

This suspicion that the state is moving towards shedding its 
responsibility of ensuring tha( a drug introduced in the market is 
indeed safe is strengthened by other developments. For instance, 
that the contraceptive is to be di.stributed through the Family 
Planning Association of India (FPAf) and the NGOs who will 
cither buy it or will be gifted the same by aid agencies, all of whom 
are concerned about the population explosion, has been under¬ 
played for obvious reasons. For, this means that women who 
cannot afford the drug will also be at risk from its use through the 
NGOs. who could even be .set up for the purpose, and the FPAl 
clinics. And worse, since the government has no mechanism to 
monitor or control the activities of the NGOs. it wi 11 not be liable 
in case of d^age due to use of the drug or its administration. In 
such circumstances, to what extent can the drug control adminis¬ 
tration ensure that adequate and reliable post-marketing 
surveillance be done? It is well to remember that adverse drug 
monitoring mechanisms arc only now being created and they 
have to contend with numerous problems in a health care system 
which is becoming increasingly unregulated and chaotic. By 
licensingtitt injecttoles for manufacture and sale, the government 
has circumvented the need to .strengthen the ethical base of its 
health care operatiDns, and absolve itself of charges of the kind 
that have been made about its family planning programme so far. 

Fbr all these reasons it is imperative that abroad-based opposition 
be mounted, which includes not just women's and health 
groups, but other progressive movements and the large number of 
NGOs who have been so vocal and visible in the numerous 
preparatoty meetings for the Cairo conference on population and 
development. 
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BY-ELECTIONS 

Mixed Bag 

THE reiulti ol the recent by-elcctions tw 
tbcLok Sabha and state assemblies are 
said to have generally gone in the favour 
of the Congress!I). A closer look at the 
results, however, reveals a pattern that is 
more complex. 

Going by the number of seals ahme, the 
Congress has certainly done well in the Lok 
Sabha elections, winmng five of the seven 
constituencies that went to the polls But 
while two of these victunes were recorded in 
Maharashtra, the voter turnout (25 per cent) 
inboththeBaramati and Ahmcdnagar(south) 
constituencies heie was the lowest so far, a 
factor that may have worked to the advantage 
oftheCongress Further, while Sharad Pawar 
had secured 84 4 per cent of the votes polled 
in the constituency in the last elections, the 
Congress candidate this time, Bapusaheb 
Thite, has managed only 60 percent. Similar¬ 
ly, in both the Kumool (Andhra Pradesh) and 
Mayurbhanj (Orissa) Lok Sabha constituen¬ 
cies Congress candidates have recorded vic- 
tosies with lowei margins as compared to the 
previous elections. In Kumool, a traditional 
Congress!!) stronghold, Kotia Suryapraka.sh 
Reddy, son of chief minister Vijaya Bhaskara 
Reddy, won by a margin ot 19,646 votes 
whereas in 1991 his lather got elected with a 
margin of 52,000 votes. Detailed figures 
show that the Tclugu Desam Party has made 
inroads into the Congress vote-bank in three 
out of the seven assembly segments in the 
constituency. Similar inroads were made by 
both the Janata Dal and Jharkhand Mukti 
Morcha (Sibu Soren) in the Congressd) vote- 
bank in Mayurbhanj. While in the last elec¬ 
tions the Congress had won the seat by a 
margin of 49.000 votes, this time its candi¬ 
date Sushila Tina polled only 23,471 votes 
more than her JD nva). On the other hand, the 
JD and JMM improved their share of the 
votes cast from 23..32 per cent to 29.09 per 
cent and from 10.37 percent to 15.79 pei cent 
respectively. These results have sent shivers 
down the spines ul Congresspcople who 
have themselves described the pcrtomiance 
of the party here as poor. 

However, it is when we come to the assem¬ 
bly election results that the inadequacy of the 
Congres$(I)'s performance is really pro¬ 
nounced TTie only states where the party 
has fared creditably arc Madhya Pradesh 
and, to some extent, Punjab. Its candidates 
in the Chachoda and N^odar constituen¬ 
cies, res-pectivcly, won by impressive 
margins, though the importance of its vic¬ 
tory in Nakodar was diminished when it 
lost the subsequent election in Ajnala to 
Akali Dal(Badal) by a big margin. Of the 
remaining three assembly seats that the 
Congress has bagged, the victory in 
Hamirpur (Himachal Pradesh) and West 
Angami (Nagaland) was by negligible mar¬ 
gins and can be attributed to certain local 
factors which, under slightly different cir¬ 
cumstances, could have lesulted in the 


party's defeat. The third seat, from 
.Scrampore (West Bengal), was retained 
with a signiticantly reduced margin. 

In the rest ul the states where assembly by- 
polls were held, namely, UP. Tamil Nadu, 
Kerala and Rajasthan, the Congress or Con¬ 
gress-supported candidates werceither not in 
the reckoning at al I or were badly defeated. In 
UP. four out of the six contest^ seats were 
won by the ruling SP-BSP combine, while 
the remaining two seats went to the BJP 
which wrested one scat from the former 
while ceding another to it in a similar fashion. 
Looked at in conjunctioii with the BJP's 
victory in the Meerut Lok Sabha constituen¬ 
cy, where its candidate defeated his nearest 
Janata Dal nval by more than 85,000 votes, 
this confirms the trend established in the 
1993 assembly polls which brought the 
SP-BSP combine into power but indicated 
a consolidation of the BJP vote-bank. It 
shows, in other words, that despite the 
Ayodhya issue having lost some of its 
political lustre, the BJP has lost none of its 
popularity in the state. In this context, the 
party's victory from the Rajakhera consti¬ 
tuency of Rajasthan by 9,584 votes cannot 
be Ignored. 

In Tamil Nadu, the most spectacular per¬ 
formance came from the newly-formed 
Marumalarchi DMK (MDMK) of the rebel 
DMK leader V Gopalasamy. While both the 
Perundurai and My lapore constituencies have 
been won by the candidates of the ruling 
AIADMK, it was giveh a stiff fight by the 
DMKandMDMK.especially the latter which 
secured 23,452 voles in Perundurai to come 
second while polling 10,500 votes even at 
Mylaporc. From this, it appears that the 
AIADMK owes its victory primanly to the 
split in the DMK. As for tire Congress, it lost 
its deposit in Penindurai. 

Perhaps the only saving point for the Con¬ 
gress in the deep south was the narrow mar¬ 
gin of defeat ul the rating United Democratic 
Front (UDF) candidate in the Guravayur 
constituency in Kerala. The UDF candidate 
A .Samadhani, fielded by the lUML which is 
a part of the front, lost to an independent 
candidate, backed by the Left Democratic 
Front (LDF), by 2,052 votes. However, even 
here the credit for the narrow margin of 
defeat of the UDF candidate cannot be given 
to the Congress, for by soft-pedalling the 
Ayodhya issue, chief minister K Karanakaran 
seems to have gifted away a number of Mus¬ 
lim voles, traditionally split betweentheCon- 
gress-IUML and the Left Front, to Islamic 
patties like the People's Democratic Party 
(PDP) which won over 14,000 votes. This 
resulted in a rcducuon in the vote share of the 
LDF too, which, despite the victory of its 
candidate, secured only 34.88 per cent of the 
polled votes as compared to 40.78 per cent 
in 1991. 

Overall, while poll results do not neces¬ 
sarily favour the Congress(I), they fail to 
provide any other clear-cut pattern either, 
making it difficult to predict, on the basis of 
these results, the performance of the parties 
in the next round of elections. 


GOLD AND SILVER 

WhatHaveLiberal Importi 
Achieved? 

STOCK markets and real estate apart, the oni 
segment of economic activity to boom as i 
result of the economic reforms programme ii 
trade in bullion. The demand for gold aiK 
silver has been boosted by the restraint or 
their relative paces, thanks to enhanced suiv 
plies through liberal imports. Internationally 
gold is now consider^ less effective as t 
hedge against inflation. Western central bank: 
sold 635 tonnes of gold in 1992 and 475 
tonnes in 1993. If gold production has been 
lower in the former USSR, South Africa and 
other gold producing countries, the demand 
for gold in the developed markets of Europe 
and Japan has also bnn slack. While there 
may have been some revival of buying inter¬ 
est in gold from investors and speculators in 
Europe and North Amenca as a result of 
reduced interest rates and subdued condi¬ 
tions in their stock markets as well as real 
estate markets, the long-term trend in inter¬ 
national prices of gold and silver has been a 
declining one. It is the steady erosion in the 
book value of their gold assets which has 
prompted many central banks to dispose of 
gold from their stocks. 

Even so, the World Gold Council and other 
international agencies engaged in promoting 
trade in gold are buoyant because of the 
Asian markets in genei^ and those of India 
and China in particular, in Asia the propen¬ 
sity to hold gold and silver is determined to a 
great extent by non-ecimomic factors. Before 
the officially permitted imports began. Indi¬ 
an prices of gold and silver had been rising, 
even when international prices were falling, 
as a result of restneted supplies. Between 
1980-81 and 1991-92, the annual average of 
gold price in the London market steadily fdl 
from $ 585 per fine ounce to $ 357, a loss of 
nearly 40 per cent and that of silver in the 
New York market came down from 1.585 US 
cents to 409 US cents per ounce, a loss of 
nearly 75 per cent. But the average price of 
goldintheBombaymarketrosefromRs 1,522 
per 10 gm in 1980-81 to Rs 4,298 per 10 gm 
in 1991-92 and that of silver went up from 
Rs 2,617 per kg to Rs 7,332 per kg—a rise of 
over 180 per cent or nearly 10 per cent per 
annum in each case. Though tte high and 
rising domestic prices made smuggling 
lucrative, they placed a limit on the absorp¬ 
tion of the metals in the domestic maricet. But 
with import of gold officially permitted from 
March 1992 and of silver from February 

1993, supplies have been tremendously aug¬ 
mented a^ the pressure on domestic prices 
has eased. Between March 1992 and May 

1994, while the intdhiational prices have 
shown a slight uptrend (from $ 344.64 to 
$ 384.00 per fine oz of gold and from 450 
US cents to 547 US cents per oz of silver) 
domestic prices have genially remaimil 
subdued (Rs 4.443-Rs 4,670 per 10 gm of 
gold) or fallen (from Rs 8.050 to Rs 7,029 
per kg of silver). 
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BoOi euy avAilaBQity and subdued 
(Native prices have thus gone to stimulate 
absorptiOT of gold and silver m the Indian 
niarket. It was hoped that liberalisation of 
jmpoct of gold and silver would minimise 
lU^ing. prevent diversion of foreign ex¬ 
change into illegal channels and wipe out the 
‘havala’ rupee rate for the dollar Nothing of 
the soft has happened The ‘havala’ rale is 
currently Rs 3S.S0 per dollar for dollar in- 
stniments and Rs 33 50 per dollar for cash 
Even the hope of collecting some revenue 
from the import of the precious metals has not 
been realised Initially, the import duty on 
gold was put at Rs 4S0 per 10 gm (or about 10 
per cent of the ruling market pnce in India), 
but It had soon to be reduced to Rs 220 per 
10 gm The duty on silver is Rs 500 per kg 
(roughly 6 to 7 per cent) The bullion trade 
had been putting tremendous pressure on the 
Maharashtra government to reduce the sales 
tax on bullion on the ground that other states 
had lower rates Conning the demand, the 
overall incidence of state levies (including 
0 3 per cent surcharge for the earthquake 
relief fund) has now brnn slashed from 3 75 
per cent to just 0.8 per cent 
The bullion trade has been emphasising 
that even at the reduced import duties official 
import of gold and silver is not profitable In 
other words, there is a continued rationale for 
gold smuggling Smuggling of golcl into 
India was estimated at 150 tonnes in 1991 
After the repeal of the Gold Control Act by 
Madhu Dandavate as finance minister in 
March 1990 and the permission to import 
gold in March 1992, absorption of gold i n the 
Indian market shot up to 259 tonnes in 1992 
(166 tonnes of smuggled gold and 93 tonnes 
of legal imports) The latest annual report of 
the London based Gold Fields Mineral Ser¬ 
vices, which provides authentic information 
on movements of gold the world over, suggests 
thatIndiaabs(Hbed238tonnesofgoldin 1993— 
122 tonnes via smuggling and 116 tonnes 
ofliaally (not counting 19 tonnes under the 
replenishrnent schemes for exports) 

Similarly, the New Yoric firm Handy and 
Harman’s annual report on the world silver 
market in 1993 has estimated that India ab¬ 
sorbed as much as 3,267 tonnes of the white 
metal dunng the year as against 1,754 tonnes 
nn 1992 and 1,360 tonnes in 1991 Of 3,267 
tonnes, 498 tonnes were smuggled The re¬ 
port emphasises that “India has been the most 
important swing factor in the silver market in 
recent years’’, which had gone to help the 
averagepnceofsilvertonsebyabout9 I per 
cent in tte New York market from $3 94 per 
ounce in 1992 to S 4 30 per ounce in 1993 
The easy availability of silver has signifi¬ 
cantly stimulated not industrial demand but 
non-industnal demand in India in the form of 
jewelleiy and silverware Non-industnal de¬ 
mand zoomed from 818 tonnes in 1991 to 
998 tonnes in 1992 and 1,695 tonnes in 1993 
The bullion markets have received a fur- 
Jhtf impetus in 1994 as a result of the special 
m^iwtliccncefSlDscheme introduced as an 
incentive for exporters The government- 
owned Minerals and Metals Trading 


Corporatkm (MMTC) has declared that it 
would aggressively use this facility The 
company is intending to expand its distnbu- 
tion system for precious metals and its sales 
would be open to “anybody including 
dealers, refiners, merchants, traders, jewel¬ 
lers and individuals’’ TheStale Bank of India 
(SBl) and MMTC have been administen ng a 
replenishment scheme for import of gold 
against jewellery exports under which 19 
tonnes of gold were imported in 1993 
The implications of liberal impoit of gold 
and silver for the domestic economy are 
indeed depressing bullion imports now ab 
sorb as much as Rs 13,500crore or more than 
one-tifth of net household sector saving in 
the form of financial assets 


WEST BENGAL 

T^visted Economics 

A correspondent writes 

IF Marxists regard economics as the quintes¬ 
sence of politics, non-Marxists, not exclud¬ 
ing anti-Marxists ot course have no com¬ 
punctions about twisting economics to suit 
the needs of their political tactics ol ihe day 
Witness, for instanic, Ihe ohitei du ta ot the 
union finance minister in the course of his 
indictment of the West Bengal Left Front 
government 

In the first ever public meeting he has held 
in West Bengal, Manmohan Singh chastised 
the Lett Front government for its failuic to 
generate employment, attract new invest¬ 
ment and set up new industries in the slate 
during the last 17 years of its tenure As if 
taking the cue from him. The U ommiic Times 
a few days later held the Left-leaning ideo¬ 
logy of the state government responsible lor 
stifling the entreprencunal spirit that used to 
flourish in this region in the past and for 
creating a situation in which “industry fled, 
wealth diminished, infrasUucture collapsed, 
unemployment rose and the educated jobless 
hadn^ingbettertodothanargue ideology ” 

Even if this be accepted as a true picture ol 
this state today, the rot certainly did not start 
with the coming in ot the Lett Front govern¬ 
ment in 1977, noi is it persisting due to the 
present government s policies alone, it at all 
For people with a short memory, it may be 
useful to quote a few points from a longish 
analytical account published in 1971 by the 
Bengal CHiamber of Commerce and I ndustry, 
Calcutu, hardly to be regarded as blind ad¬ 
mirers of the communist-led Left Front, in 
Older to trace the real reasons tor West 
Bengal’s present economic malaise 

In the early 60s, the study said, Ihe (histo- 
nca!) “tendencies ol decline in the economy 
jof West Bengal were further aggravated by 
the phase of sluggishness in the Indian eco¬ 
nomy West Bengal appears to have been hit 
the hardest among all states of the Indian 
union" After noting the fact that the reces¬ 
sion had started earlier in West Bengal and 
that the loul registered factory employment 
in the slate had increased by only 20,000 
during the nine-year penod 1951 lo 1959, it 


underlined the faa that factory employment 
declined by 40,000 in just one year in 1963. 
Then the Bengal Chamber publicatKHi quotes 
some revealing passages from the authorita¬ 
tive Report of the .Survey Committee on the 
Engineering Industry in West Bengal. 

“The tail in industrial employment, parti¬ 
cular iy in the engineering industry, and the 
act ompanying stresses and strains reflected 
themselves through the increasing tempo of 
labourtroublesdunngtheyear 1967 “’The 
mounting industrial disputes had theirspread 
effect,“ the repoit goes on, ‘throughout Ihe 
manufaclunng indusiiy of the st.iie, includ¬ 
ing those units which weie not yet affected by 
the recession The buyers from other states 
felt neivous and hesitant in placing their 
orders with the industrial units in West 
Bengal tor tear ol non delivery in time. ’’ 
Then of c ourse came the two United Front 
governments .iccompanied by the famous 
phenomcnonot ghciao The Bengal Cham¬ 
ber publication quotes a study (by the late 
Nitish R De) which says, “Despite the wide 
publicity an estimate shows that only about 
10 per cent ot the industiial establishments 
weie affected by gheraos’m 1967 neither 
the w hue collar cleris al employees, who are 
highly politiciscd and aclively uniomsed,nor 
the employees of such cstablishmems as are 
nurtured in a cultuic ot collective bargaining 
participated in the | ‘gheiao | movement, de¬ 
spite their left politic ai leanings ’’ (see West 
Bengal An Anuhiii al Studs sponsored by 
the Bengal Chambei ot ( oinmcrce and In¬ 
dustry, Oxfoid and IBM 1971, pp 113-18) 

It in blaming the 17 year left rule for the 
industrial decay it. West Bengal. Singh is 
doing less than justice to his own economic 
acumen lor the sake of scoiing a point or two 
of tactical-political advantage, the other side 
also has not displayed signs of a mote pro¬ 
found understanding Even though JyoU Basu 
has had two Marxist economists as his fi¬ 
nance ministers during Ihe 17-ycar penod, 
the Left Fiont guvernnu nt has not displayed 
an undci standing ol ihcdcpihof thetnhented 
ensis, instead the chief minister has been 
looking to a miracle lo be achieved with the 
assistance of the IMI WoildBank TNCsand 
NRIs, along with I ndian big business Hence the 
Left Front has been unable lo turn around the 
speaihead of the attack against them 

TAXAIION 

Not Radical Enough 

THE conicicnce ot slate tinpncc ministers 
the central ministry ot finance convened was 
slated to discuss principally the proposal of 
the 1 ax Reforms ( ommillec, also known a.s 
the Chelliah Committee, for a national-level 
value added tax in plat eol the present system 
of domestic commodity taxation composing 
excise duties levied by the centre and sales 
taxes levied by the slates The Chelliah Com¬ 
mittee did not think that its proposal for a 
national level value added tax would pose 
any insurmountable problems not even with 
respect to the pn sent division ot tunctions 
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and powers under the constitution between 
the union and the states. It would appear, 
however, that thecomnutteegot caniedaway 
by its enthusiasm for the changeover. 

The constitutional hurdles might not be as 
easy to overcome as the committee gave the 
government to understand. This comes out 
not only from the proposals forwarded by the 
National Institute of Public Finance and 
Policy (NIPFP), the institute commissioned 
by the government to come up with a con¬ 
crete measure; the deliberations of the dne- 
day conference should also have convinced 
die finance ministry how hard it will be to 
bridge the gap between the cenUe and the 
stales on the subject All that has been agreed 
upon (if at all it can be so described) is to set 
up a committee to go into the question of value 
added taxation. The NnW had reportedly cau¬ 
tioned against a nauonal-lcvel value adM tax 
and has instead suggested a two-level levy, one 
at the central level and the other at the state levd, 
each with its own offset provisions in regard to 
Input taxation at the resp^veievel.but^tti no 
provision for cross-offsets. 

It is interesting that both theChelliah Com- 
minee and the NIPFP fought shy of more 
radical solutions to the problems which are 
supposed to beset existing commodity taxa¬ 
tion. The principal problem with the existing 
system is that with no adequate olTsets for 
input taxation, cascading results. Also, with 
both central excises and state sales taxes 
being largely based on the origin pnnciple 
rather than the destination principle, the boie- 
fits of revenue accrue to the producing re¬ 
gions rather than the consuming regions which 
are really the ultimate tax-payers. 

The question still remains whether these 
two problems could not be attended to within 
the existing system. As far as the problems of 
cascading is concerned, the really radical 
solution would lie in the direction of the 
centre forsaking excise taxation in favour of 
the states in return for the states undertaking 
to give complete offset for input taxation. 
That would also tighten the task of the 
Finance Commission. The second problem, 
namely, of inequity between states in reve¬ 
nue accretion, could perhaps be tackled 
through some sort ot pooling ot a portion of 
the total revenue collection and its redistribu¬ 
tion on an equitable basis Fur consignment 
tiui, the states had agreed to a sort of pooling 
which would have come into effect but for 
the opposiUon from (he rimmce ministry 
mandarins headed by Chcliiah .ind a lew states 
anbapuung return favours Intm the centre 

Basically what is called lor is a radical 
restruciunng ot the di.slribuiion of (axing 
powers between the centre and the .states and 
that can come about it the centre forgoes (he 
power to levy excises 

PANCIIAYAT RAJ 

Only a Shell 

ON Apnl 2.^. Rdineshwar Thakur, minister 
of state for rural development, could not 
contain himself while announcing that all 


states bad passed tefisladon on panchayatn^ 
that brought them in line with the 73id 
Constitution Amendmeitt Act, 1992. “A new 
chapter”, be claimed, "has bm written” in 
the political history of the country. 

Vhien the panchayats in rund areas and 
nagaipalikas (municipalities) in the urban 
parts become functional, there will, accord¬ 
ing to Rameshwar Thakur, be as many as 30 
lakh elected representatives of local bodies; 
of these at least lOiakh will be women. One- 
thhd of all chairpersons of local bodies will 
also be women. Likewise, scheduled castes 
and scheduled tribes will be represented ac¬ 
cording to their proportion in the population 
in the membership and chaitpersonship of 
the local bodies. All this, Thakur exulted, 
meant that "a new chapter in addressing 
social justice will have bran opened”. 

Rameshwar Thakur was clearly carried 
away by the mere fact that the states had 
pass^ legislation that was supposed to con¬ 
form to the requirements rtf theconstitutional 
amendmentonpaiichayatt^j.ltisverydoubt- 
ftit if eitherhe or his department had had time 
to examine the various state legislations. Nor 
apparently bad he found lime to read the 
reports from various states in regard to the 
public debate which the proposed taws had 
provrdeed before their enactment If he had 
cared to read such reports, he would have been 
more circumspect in making die claims he did. 

Take the case of Kerala’s Panchayat Raj 
Bill which, as Thakur told newspersons, was 
passed at S a m on the 23ni after a marathon 
36-hour session. The only thing the Kerala 
bill docs is to legislate the rural local bodies 
permanently into existence by providing that 
elecdons to these bodies will be held at 
regular hve-year-intervals, that if they are 
dissolved fresh elections will be held within 
six months, and that women and scheduled 
castes and scheduled tribes will have the 
minimum stipulated rqixesentation. But all 
these create a shell only. What is it that die 
state legislature was prepared to put inside 
this shell? One has only to look at the list of 
subjects proposed to be transferred to village 
panchayats for the purpose. There is hardly 
any subject of substance that the state gov¬ 
ernment is willing to devolve to the local 
bodies—even in the field of education, health 
and social services, leave aside subjects like 
public works, agriculture, irrigation and in¬ 
dustry. And whatever is being proposed to be 
transferred is to be controlled, supervised 
and monitored by the bureaucracy. Eveiy 
panchayat body is required to send its budget 
for the approval of the designated bureaucrat 
Not just that. The panchayat body is obliged 
to include in its budget what the bureaucracy 
demands. And if a body is recalcitrant, the 
Kerala act has enough provisions to be in¬ 
voked for even the dismissal and disqualifi¬ 
cation of chairpersons and members. 

If the Kerala act is the model which other 
Mates have followed—the Kerala govern¬ 
ment claims to have very nearly followed the 
example of Karnataka—then ail that can be 
clai med for the state legislations is that a huge 
farce has been enacted. The' Nagarpalika BUI 


ittw dn the mvU in ICimlg 
suqiicions about Ae leal InNnlioii* oi'lhe site 
government in r^ard to devolution of pow^. 

I 

SOUTH AFRICA ^ 

Undeserved Credit 

A correspotuUta writes: 

INDIANS of aU hues and many denomina¬ 
tions are too keen to retniod the worid about 
MahatmaOandhi’scontributionstotheevieo- 
ttia] liberation of the black people of South 
Africa from the pernicious racist white niie, 
climaxed in the final decades by the more 
atrocious apartheid. In this they, however, 
pay scant regard to thehistorical truth. Gandhi, 
of course, played a most heroic role in fight¬ 
ing the racist South African regime almost 
from his first interface with it till he finally| 
left thecountiy after about twodecades* stay.' 
But he fought mainly for the rights and 
dignity of the Indian settlers, occasionally for 
some other Asians, paiticulatiy the Chinese, 
but never, repeat never, for the blacks. 

ArrivingatDurbanattheendofMay 1893, 
he had his first, and successful, encounter 
with the white rulers on his right to wear a 
turban, his usual headgear at that time. His 
next encounter was the celebrated occasion 
of his railway travel. In this also he succeeded 
in winning for Indians, "who”, however, 
“were properly dressed", the right to travel 
by the first and second class. Fot the next 20 
years he continued to fight the humiliating 
disenminations against the Indians and in j 
squeezing from the infamous racist regime 
one concession after another by a skiiftil 
combination of mass actions and legal-con¬ 
stitutional battles which extended over three 
continents, covering, as it did, apart ftom South 
Africa, India and Britain as well. But as aiieai^r 
mentioned, he never uttered a word or did 
anything about oppression of the black nativti. 

Indeed, he rather gone to the other 
extreme of backing the white rulers in their 
offensives against the blacks, in 1906 when 
the Zulu rebi^ion broke out, he offered his 
own services and exhorted Indians to volun¬ 
teer their services to the white governmenL 
He rationalised his action in blatant terms 
when he said: “We are in Natal by virtue of 
British power. Our very existence depends 
upon it It is, therefore, our duty to render 
whatever help we can." As is well known, 
Gandhi, given the rank of sergeant-major, per¬ 
sonally M the ambulance corps he had rai^. 

NdsonMandela'soccaskmal leferenoembis 
debt to the Mahatma may perhaps be cited in 
defence of iheindefensiblecredit sought by the 
Indians. Mandela probably refers to the lesrons 
he may have drawn from Gandhi’s non-violent 
mass straggles. Even in this context it should 
not begtossedover that in India as wdl as South 
Africa the final outcome owed not a little to the 
non-non-violent straggles of the masses that 
hadgoneall along with the non-violent actions. 
Gandhi’s admirers should display some addic¬ 
tion to the tiuti) which was a hall-maik of the 
Mahatma's lifelong experiments. 
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IN THE CAPITAL MARKET 


EPW Research Foundathw 


SunU Securities 

SURAJ SECURITIES AND FINANCE 
which u presently engaged in various 
financial services like leasing, secunues, 
trading, nwrcbant banking, etc, now plans to 
expand its activities to include •bill 
disixNintuig, hue purchase, bridge finanang, 
etc. The company has already obtained 
SEBI Category I Merchant Banker status 
For the year 1992-93 the company earned a 
net profit of Rs 17lakhonat^mcomeof 
Rs 21 lakh while for the nine months ended 
December 31,1993 net |HOfit rose to Rs 40 
lakh on a total income of Rs 60 lakh The 
company plans to finance its total 
lequiiemenls of funds aggregaung Rs S 7 
crore through internal accruals of Rs 2 4 
crore and a public issue of equity shares of 
Rs 10 each at a premium of Rs 7 per share 
The issue aggregaung Rs 3 3 crore Will open 
for public subsenpoon on June 8 

Zodiac Clotiiing 

A government recognised export house. 
Zodiac Clothing Company has been 
promoted by M Y Nooram and associates 
The cmnpany manufacuires ready-to-wear 
men's cl^ng at its 100 per cent export- 
onented unit in Gujarat and markets it under 
the brand name'Zodiac', a name well known 
not only in India but also in the intemabonal 
market Inaddiuontoexpoitingover90per 
cent of Its producuon to European countnes 
like Germany, Switzerland ai^ the UK, the 
company has also recently made a foray uito 
the American market IndiedomesUcmarket 
the company markets its products through 
Its subsidiary whidi is a licensee of die 
brand name 'Zodiac', owned by Metro- 
pohtan Trading Company The promoters 
now plan to enter die capital market oo 
June 8 with an offer for sale of 8,48,000 
equity shares of Rs 10 each at a premium of 
Rs 110 per share aggregaung Rs 9 3 crore. 

Vadilal Dairy 

Promoted by the house of Vadilal, Vadtiai 
Dairy bilemauonal was mcorporated in 1987 
and presently manufactures icecreams under 
the brand name 'Vadilal' The company is 
now diversifying intti raw milk processing 
for manufacUuing milk, butler,cheese, ghee, 
mailed milk foo^ uifiiitt milk food, skim 
milk powder and casein and is setung up a 
Its lakh ItMS integrated dairy tte 

E le. ‘ITheconilMmy hits entered into a 
ad know-how agreement witt Ault 
ojfCHinda end has also entered intoa 
MWaieat with Vadilal Milk 
h marketing 


company Ihe project which is being set up 
at a total outlay of Rs 25 crore is expected to 
commence commercial production by 
October this year To part finance the pro¬ 
ject die company is entenng the capiuil 
market on June 7 with a public issue of 14 
lakh equity shares ofRs lOeachatapremium 
of Rs 20 per share aggregaung Rs 4 2 crore 

KMF 

KMF (formerly Kuku Motor Finance), a 
Delhi-basedcompany promoted by Suiendar 
Kumar Chadha, Kamlesh Vaid and Kavita 
Chadha, is engaged in the business of 
merchant banking and leasing of automo¬ 
biles, including commercial vehicles, in 
additton to office equipment and machinery 
The company now plans to expand its fund- 
based acuvities and the total requirement of 
funds aggregaung Rs 9 2 crore is to be 
parUally financed through a public issue of 
30 lakh equity shares of Rs 10 em;h at a 
premium of Rs 2 per share The issue 
aggregaung Rs 3 9 crore will open for public 
subsenpUon on June 10 

Anco Conununicatioiis 

Anco Communications, a Bangalore-based 
company, was incorporated in 1986 and is 
presendy engined in the manufacture of 
terrmnal equipment The company is enter¬ 
ing the capital market on June 10 with a 
public issue of equity shares of Rs 10 each 
at par aggregaung Rs 2 75 ertne to part 
finiuioe the expansion of its production 
capacity. InaddiUontotheexpansionwhich 
eavtsages lacieasiag the capacities of 


existing products like digital switching 
systems and associated main distnbuUon 
frame and three channel open-wire earner 
systems the company is also planning to 
broaden its produi t lines by introducing 
2/15 shared radio systems 8 channel o/w 
carrier systems optic line terminaUng 
equipment digital multiplexes and tone- 
pulse switchabic telephones fhe company 
has already received orders worth Rs 9 crore 
and It plans to m.irkct its products directly to 
theDoT The project which is estimated to 
cost Rs 5 I crore is expected to commence 
commercial production by August this year 

Mayur Uniquoters 

Promoted by Mayur I eather Products, 

5 K Poddar and K V Ciupta Jaipur-based 
Mayur Uniquoters is engaged in the manufac¬ 
ture of natural leather shoe uppers The 
company is now setting up another project 
for the manufacture of PU/PVC synthetic 
leathers at a total cost of Rs 9 9 crore at 
Jaipur Out of the total installed capacity of 

6 million linear metres per annum, 4 million 
metres will be for PVC coated syntheuc 
leather while the balance will be for 
polyurethane (PU) synthetic leather The 
plant and machinery which is to be procured 
from Matel Sri Italy will have special 
features such as electronic thickness con¬ 
trollers and double ventilation ovens 
Commercial production is expected to 
commence this month To part finance the 
project the company plans to tap the capital 
market on June 9 with a public issue of 
equity shares of Rs lOeachatpar aggregating 
Rs 3 crore 
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CURRENT STATISnCS EPW Reseatdi FouKlilloii 
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Indufinal growth his started edging up, but the turn-round is partly statistical, it is also resincied to some basic intermediate and durable consunier goods 
uiduaines Investment-related capital goods industries and mass consumption non-durables continue to show negative growth Among inftastnictuie induainea, 
eacepi thermal power and cement, others have expenenced a setback Asaiesult overall indusinal growth in 1993-94 (Apr-Jan) lagged behindeven the pteviooa 
year's poor peiformance Government/public sector consumpuon and investment remain sluggish and continue to dampen industnal growth, even as foreign 
exchange reserves and liquidity grow rapidly and the inflation rale remains high 

Macroeconomic Indicators 


lode* Numbera of Wholcaalc 
Prica (198l-82«100) 

Weights 

May 14 
1994 

Over 

Month 


Variation (Per Cent) Potnt-to Point 

1991-92 


Over 12 Months Fiscal Year So Far 1993 94 
Latest Previous 1994-98 1993-94 

1992 93 

1990 91 

All Commodities 

1000 

263 0 

1 0 

no 

69 24 




■mi 

121 

Primary Articles 

32 3 

267 9 

1 4 

132 

35 34 




mM 

17 1 

Food Arucles 

174 

292 9 

22 

62 

50 40 

28 

48 

75 

209 

189 

Non Food Articles 

10 I 

287 0 

03 

27 2 

05 29 

06 

24 2 

-14 

8 I 

193 

Fuel, Power, Light and Lubricants 

10 7 

278 0 


104 

17 7 

24 

13 1 

182 

13^ 

144 

Manufactured Products 

87 0 

247 4 

09 

98 

7 1 23 

1 4 

88 

79 

12 6 

89 

Food Products 

10 1 

268 9 

42 

13 3 

7 1 60 

45 

118 

68 

10 2 

132 

Pood Index (computed) 

27 8 

283 0 

29 

46 

57 47 

33 

7 1 

58 

17 2 

168 



Latest 



VnnatiAn IPfsr rTp'nf) PninlwlnoPmiil 



Cost of Living Indices 


Month 

Over 

Over 12 Months Fiscal Year So Far 1992-93 

1991 92 

1990-91 

1989 90 




Month 

Latest 

Previous 1993 94 1992 93 





Industnal Workers (1982=1 (X)) 




99 

61 99 

6 1 

61 

139 

136 

66 

Urban Non Man Emp (1984 88=100) 



73 

96 73 

68 

68 

13 6 

134 

80 

Agn Lab (July 60 to June 61=100) 


BS3 


116 

07 116 

07 

07 

21 9 

166 

1 0 


Apr 29. 



Vanation (Per Cent) 




MoiMy and Banking (Rs ciore) 

1994 

Over 

Fiscal Year So Far 

1993-94 

1992-93 

1991 92 



Month 

I994-9S 1993-94 







Money Supply (M3) 

447199 

3439(0 8) 

15153(3 5) 

14958 (4 1) 

65827(17 9) 

49344(15 5) 

51653(194) 

Cumney with the Public 

87192 

8060(6 2) 

5025 (6 1) 

4411 (6 5) 

15159(22 2) 

7175(11 7) 

8050(18 2) 

Deposits with Banks 

388034 

-1066 (-0 3) 

10683 (3 t) 

6308 (2 I) 

50112(16 9) 

41741(16 3) 

43392 (20 5) 

Net Bank Credit to Govt 

210829 

4604 (2 2) 

6420(3 I) 

10132(5 7) 

27623(15 7) 

17975(114) 

18070029) 

Bank Credit to CommI Sector 

240550 

-608 (-0 3) 

4658 (2 0) 

3576(1 6) 

18577(7 1) 

32141 (17 1) 

16225(9 4) 

Nettoreign exchange assets of the 








banking sector 

87121 

3394 (6 3) 

3394 (6 3) 

1982(7 9) 

25912(103 8) 

3747 (17 7) 

21205 0004) 

Reserve Money (May 6 94) 

144687 

804(06) 

6065 (4 4) 

13731 (12 4) 

26577(24 0) 

11274(113) 

11726(12 4) 

Net RBI Credit to Centre (May 6 94) 

97482 

-3290 (-3 3) 

699(07) 

14816(18 0) 

1334(14) 

2175 (2 3) 

5904(6 7) 

Scheduled Commercial Banks (May 13 

94) 







Deposits 

326413 

2210(0 7) 

12599(4 0) 

7361 (2 7) 

45242(16 8) 

37814(164) 

38216(19 8) 

Advances 

167701 

-1499 (-09) 

4079(2 5) 

4083(2 7) 

11640(77) 

26390(21 0) 

9291 (8 0) 

Non-lood advances 

I8619I 

-3805 (-2 4) 

3476 (2 3) 

1971 (1 4) 

7476(5 1) 

24317(201) 

120922(8 4) 

Investments 

142804 

3945 (2 8) 

101II (7 6) 

-1076 (-10) 

26737(25 3) 

15460071) 

15031 (20 2) 


lndcx<Numbcrs of Industrial Weights 
Production (1980 81=100) 

Jan 

1994 

Averaae for Fiscal Year So Par 

Vanation (Per Cent) Fiscnl Year Avenutes 


1993-94 

•1992-93 

1992-93 1991-92 1990-91 1989-90 1988-^9 1987-88 1986-87 

'General Index 

1000 

248 9 

220 1 (3 1) 

213 4(3 3) 

16 

-02 

84 

86 87 

73 

91 

Mining and Quarrying 

II 8 

269 0 

219 1 (2 8) 

2131(00) 

1 7 

04 

45 

63 79 

38 


Manufactunng 

77 1 

233 1 

210 8(2 4) 

208 8 (3 5) 

09 

-1 8 

91 

06 87 

79 


Electncity 

114 

309 2 

286 5(7 1) 

267 4(4 9) 

49 

85 

78 

10 8 9 5 

77 

10 3 


Minimum 




End of Fiscal Year 




Pood Slocks with 




















Government Agencies (mn In) 

April 1 

1993-94 1992-93 

1991-92 

1990 91 

1989-90 

1988-89 

1987-88 L986-87 1985-86 

Rice 

10 8 


147 110 

98 

II 2 

■Kn 

m 

59 

100 

103 

Wheat 

37 


73 30 

24 

58 

36 


33 

94 

102 

Total (mcl others) 

14 8 


22 2 14 7 

12 2 

17 3 


■d 

94 

19 5 

207 

1 

External Sector 



1993-94 Quarterly Data 




Fiscal Year . 


1 

Apr-Jun 

July-Sept 

Oct-Dec 

Jan-Mar 


1993-94 

1992-93 

1991-92 


Exports Rs croic 

16073 (39 8) 

16388 (27 0) 

16721 (29 4) 

20365(27 1) 

69547(30 4) 

53351 (21 1) 

44042(35 3) 

US $ mn 


5127(27 8) 

5224(15 2) 

5330(17 8) 

6492 (21 5) 

22173(20 4) 

18421 (3 1) 

17866 (-IS) 

Imports Rscrore 


17018(6 5) 

16825 (5 8) 

17634(13 1) 

21329(38 1) 

72806(15 7) 

62923(31 5) 

47851(108) 

US $ mn 


5429 (-2 7) 

5363 (-4 1) 

5621 (29) 

6799 (33 4) 

23212(6 8) 

21726(119) 

19411 (-19 4) 

Balance of Trade Rscrore 

-945 

-437 

-913 

-964 

-3259 

-9572 

-3809 

USSmn 

-302 

-139 

-291 

-307 

-1039 

-3305 

-1545 


May 20, 

Mar 31, 




Vanation Over 


Foreign Exchange 

1994 

1994 Month Year Fiscal Year So Far 

1993 94 1992-93 1991-92 

1990-91 1989-90 1988-89 I 

Reserves 



1994-95 1993-94 





Rscrore 

48708 

47626 2883 27678 

1082 834 


10223 

-1383 -795 -647 

USSmn 

15477 

15176 

897 8784 

301 241 

8724 731 

3383 

-1137 -854 -1386 
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Industrial Pt^iidloii 










ledai Numbecsef laduatrial 











nvduciioa: Uee-baaed 


Avenge fur 








CiMilfIraHnw 

We^ 

Amil-Jamiarv 








(1980-81-100) 


1993-94 

1992-93 

992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 1986-87 | 

Basic Industrlea 

394.1772 

237.2 

228.0 

234.6 

226.8 

213.1 

199.4 

189.2 

172.2 

163.2 



(4.0) 

(2.7) 

(3.4) 

(6.4) 

(6.9) 

(54) 

(9.9) 

(5.3) 


Capital goods industries 

164.2713 

242.2 

254.2 

263.0 

267.1 

291.7 

251.4 

206.6 

192.9 

166 3 



(-4.7) 

(5.5) 

(-1.5) 

(-8.4) 

(16.0) 

(21.7) 

ai) 

(16.0) 


Inteimediatt goods industries 

20!i.0679 

201.2 

181.6 

179.5 

174.1 

176.9 

168.8 

162.0 

144.9 

140 8 



(10.8) 

(5.7) 

(3.1) 

(-1.6) 

(4.8) 

(4.2) 

(11.8) 

(2.9) 


Consumer goods industries 

236.483S 

192.9 

188.4 

184.3 

183.2 

189.0 

177.0 

166.2 

160.0 

145.7 



(2.4) 

(0.6) 

(0.6) 

(-3.0) 

(6.7) 

(6i) 

(3.9) 

(9.8) 


Consumer durables 

2S.S00I 

352.4 

309.0 

314.7 

323.5 

359.7 

325.0 

317.5 

259.6 

241.3 



(14.0) 

(-0.8) 

(-2.7) 

(-10.1) 

(10.7) 

(2.4) 

(22.3) 

(7.6) 


Consumer non-durables 

210.9635 

173.6 

173.8 

168.5 

166.3 

168.3 

159.1 

148.0 

147.9 

134.1 



(-0.1) 

(0.9) 

(1.3) 

(-1.2) 

(5.7) 

(7.6) 

(0.0) 

(10.3) 


Groupwise Index Numbcn 



Average for 







of Industrial Production 

Weiehts 

Anril-Januarv 







(I980-8I-I00) 


1993-94 

1992-93 

1991-92 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 1987-88 | 

20-21 Food'products 

5.33 

145.9 

153.0 

161.4 

167.8 

166.2 

169.8 

150.9 

148.5 

139.0 



(-4.6) 

(-5.2) 


(1.0) 

(-2.1) 

(12.5) 

(16) 

(6.8) 

(4.4) 

22 Beverages, tobacco and 

1 57 

126 8 

1104 

121.9 

114.2 

1189 

104.8 

103.0 

92.1 

84.9 

tobacco products 


(14.9) 

(-9 4) 


(-4.0) 

(13.5) 

(1.7) 

(118) 

(8.5) 

(-13.8) 

23 Cotton textiles 

12 31 

141.4 

132.7 

125.2 

131.6 

126.2 

126.6 

112.3 

107.8 

111.2 



(6.6) 

(6.0) 


(4.3) 

(-0.3) 

(12.7) 

(4.2) 

(-3.1) 

(-1.2) 

2S Jute, hemp and mesta textiles 

200 

97.7 

85.8 

101.0 

86.7 

90.4 

101.6 

97.4 

101.9 

91.0 



(13.9) 

(-15 0) 


(-4.1) 

(-11.0) 

(4.3) 

(-44) 

(12.0) 

(-10.0) 

26 Other textiles (mcl wearing 

0 82 

71.2 

77,3 

99.1 

76.0 

97 2 

103.2 

151 7 

134.2 

91.8 

apparel other than footwear) 


(-7 9) 

(-22.0) 


(-21.8) 

(-5.8) 

(-32 0) 

(13.0) 

(46 2) 

(5.4) 

27 Wood and wood (mxlucts. 

0.45 

198.7 

189.5 

186.7 

193 2 

185.0 

197.2 

176,0 

1717 

161.7 

furniture and fixtures 


(4 9) 

(1.5) 


(4.4) 

(-62) 

(12.0) 

(2.5) 

(6.2) 

(-34.3) 

28 Paper and paper products and 











printing puMishutg and allied 

3.23 

222.4 

212.5 

203.1 

212.0 

209.6 

198.0 

181.5 

171.3 

166.3 

tnduairies 


(4.7) 

(4.6) 


(1 1) 

(5.9) 

(9.1) 

(6.0) 

(3.0) 

(1.9) 

29 Leather, leather and fiv products 

0.49 

201.6 

190.9 

181.9 

195.5 

1967 

194.3 

188.3 

177.3 

18S.S 

(except repair) 


(5.6) 

(4.9) 


(-0.6) 

(1.2) 

(3.2) 

(6.2) 

(-4.4) 

(4.4) 

30 Rubber, plastic, petroleum and 

400 

178.9 

174 3 

170 8 

176.8 

172.9 

174.0 

173.5 

168.3 

155.1 

coal.|»^ucu 


(2.6) 

(20) 


(2.3) 

(-0.6) 

(0.3) 

(3.1) 

(8.5) 

(3.7) 

31 Chemicals and chemical products 

12 51 

294.5 

274 4 

257.4 

276.7 

262.8 

254.1 

247.6 

236.6 

200.9 

1 exeqx peODletim and coal products 

(7.3) 

(6 6) 


(5.3) 

(3.4) 

(2.6) 

(4.6) 

(17.8) 

(14.3) 

32 Non-metallic mineral products 

300 

211.2 

206.5 

202.7 

209.1 

205.2 

193.1 

189.9 

184.6 

158.1 



(2.3) 

(1.9) 


(1.9) 

(6.3) 

(1.7) 

(2.9) 

(16.8) 

(-1.4) 

33 Basic metal and alloy products 

9.80 

174.1 

165.4 

166.0 

174.2 

168.5 

158.8 

143.7 

144.9 

135.6 



(5 3) 

(-0.4) 


(3.4) 

(f^^.1) 

(10.5) 

(-0 8) 

(69) 

(6.9) 

34 Metal products and parts exemt 

2.29 

128.9 

125.4 

133.4 

126.2 

140.0 

143.1 

142.6 

133.3 

129.6 

machinery and transport equifnnent 

(2.8) 

(-6.0) 


(-9.9) 

(-2.2) 

(0.4) 

(6.8) 

(3.0) 

(4.2) 

: 35 Machinery, machine tools and 

6.24 

180.3 

171.6 

176.7 

176.3 

184.4 

186.9 

171.9 

161.1 

139.2 

parts except electrical machinery 

(5,1) 

(-2.9) 


(-4.4) 

(-1.3) 

(8.7) 

(6.7) 

(15.7) 

(-1.8) 

36 Electneal machinery, apparatus 

5.78 

414.1 

455.0 

425.5 

477.8 

493.6 

563.6 

459.2 

348.2 

335.2 

and appliances, etc 


(-9.0) 

(6.9) 


(-3.2) 

(-12.4) 

(2.7) 

(31.9) 

(3.9) 

(31.6) 

37 Transpoit equipment and pans 

6.39 

205.4 

189.1 

186.6 

197.4 

191.5 

192.3- 

181.1 

172.5 

151.8 



(8.6) 

(1.3) 


(3.1) 

(-0.5) 

(6.3) 

(5.0) 

(13.6) 

(4.8) 

38 Other manufacturing industries 

0 90 

261.9 

264 3 

262.1 

273.7 

269.9 

321.8 

333.2 

305.6 

272.1 



(-0.9) 

(0.8) 


(1.4) 

(-16.1) 

(-3.4) 

(9.0) 

(12.3) 

(15 6) 

Total manufactunng 

77 11 

210.5 

205 5 

198 6 

207.1 

21)46 

207.8 

190.7 

175.6 

161.5 



(2.4) 

(3.5) 


(1.2) 

(-1.5) 

(9.0) 

(8.6) 

(8.7) 

a.9) 

Inflrattructure Industries 

March 

Variation Over 

Cumulative for Fiscal 

1992-93 

1991-92 

1990-91 


1994 

Month 

Year 

1993-94 

1992-93 





Coal (mn tns) 

30.01 

5.08(204) 

-0.41 (-1 4) 

246.0 (3.3) 

238.2 (3.9) 

238 (3.9) 

229 (8.3) 

212 (5.4) 

Electiicity generation (mn kwh) 

30020 

3457 (13.0) 

2724 (10 3) 

323323 (7.4) 301066 (50) 

301066 (5.0) 

286700 (8.5) 264300 (7.7) 

Hydel (mn kwh) 

5382 

600(12.5) 

-86 (-1 6 ) 

70311 (07) 69833 (-3 8) 

69833 (-3.8) 

72530 (1.4) 71530 (13.2) I 

Theimal (inci nuclear) (mn kwh) 

24638 

2852 (13.1) 

2810(12 9) 

253012 (9.4) 231233 (8.0) 

231233 (8.0)214150 (ll.l) 192700 (5 1) f 

Crude petroleum (000 tons) 

2635 

583 (28.4) 

389 (17 3) 

27015 (0 2) 26950 (-11.2) 26950 (-11 2) 

30340 (-8.2) 33020 (-3 1) 

Petroleiim steel (000 tons) 

4851 

601 (14.1) 

362(8 1) 

54344 (1.6) 53482 (4.0) 

53482 (10.6) 

48350 (-0.4) 48360 (-0 3) 

Saleable steel (000 tons) 

1254 

233 (22.8) 

134(12 0) 

11981(5.7) 

1333 (7.2) 

11333 (7.2) 

10570 (13.3) 9330 (1 3) 

Cement (000 tons) 

5910 

881 (17.5) 

183 (3 2) 

57833 (6.8) 54133 (-5.2) 

34133 (-5.2) 

57100 (4.0) 54900 (-0.9) 

Fenukiuen (N) (000 tons) 

716 

124 (20.9) 

21 (3 0) 

7274 (-2.1) 

7430(1.8) 

7430(1.8) 

7300(4.4) 6990(3 7) 

Feitillseis (F) (000 tons) 

220 

38 (20.9) 

59 (36 6) 

1810 (-21.5) 2306 (-10.0) 

2306 (-100) 

2560(24.9) 2030(14 3) 

^Revenue eamins xoods ttaflfic 











railways (mn tons) 

41 

II (36.7) 

6(17 1) 

362 (3.6) 

350 (3.4) 

350 (3.4) 

338 (6.2) 

318(2 7) 


Nmn-. (1) Supeiscript numend denotes momh to which figure relates, e g, superscript ’ stands for July, (ii) Figures in brackets are percentage vanations 
over the period specified or over the comparable period of the previous year, (iii) — means not available. 
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COMPANIES 


EPyif Research Foimdation 


KESORAM INDUSTRIES 

Coping with Recession 

KESORAM INDUSTRIES (KI), the 
flagship company of the B K Birla group, is 
a highly diversified company manufacturing 
automobile tyres and tubes, rayon yam and 
cellophane paper, rcfr^tories, cement, 
textiles, spun pipes, etc. Profitability took a 
severe beating in 1992*93 with the company 
posting a net loss of Rs 24.4 crore despite a 
40 percent rise in net sales over the previous 
year. 

Ironically the company’s tyres division, 
Birla Tyres, which accounts for between 40 
to SO per cent of total turnover was 
responsible for both the rise in turnover as 
also the loss suffered by the company. Set 
up at a time when the tyre industry was 
going through a severe recession due to the 
recession in the automobile sector, the 
division has also had to cope with rising 
costs on the one hand and low offtake due to 
low demand on the other. Further, an adverse 
duty structure and keen competition in the 
industry leading to low prices have led to 
severe pressure on margins. Exports which 
accounted for up to 20 per cent of the 
division’s production failed to prop up 
^fitability as international markets, though 
faring better than the domestic market, are 
not remunerative. Erratic, intermittent and 
irregular availability of raw material coupled 
with low offtake took its toll of the 
performance of the company’s spun pipe 
section. Further, disturbed labour relations 
at the unit led to closure of the factory from 
September 1992. 

Sluggish demand, unremunerative 
prices, severe power cuts and steep cost 
increases affected the profitability of the 
company’s cement units. Moreover, the 
full impact of thp increase in rates of 
royalty on limestone from February 17, 
1^2, in coal from July 31, 1991 and 
excise duty from March 1, 1992 further 
aggravated the situation. Production at 
the company’s plant in Andhra Pradesh 
which is a surplus state in cement 
production fell from 7.S lakh tonnes of 
cement and 7.3 lakh tonnes of clinker in 
1991*92 to 6.9 lakh tonnes of cement and 
7 lakh tonnes of clinker in 1992-93. 
Inadequate wagon supply, severe power- 
cuts ranging from 40*60 per cent for 
almost eight months in a year, .lower 
cement prices and the extra transport cost 
incurred on moving surplus stocks to 
consuming centres led to pressure on the 
division’s margins. Though production at 
the Vasavadatta cement plant was 
marginally higher than in the previous 
year, production was again affected due to 
poor quality of coal, inadequate wagon 
supply and severe power-cuts. 

The recessionary trends in the rayon 
market in the first half of the year under 


review and the close down at the 
company’s rayon and transparent paper 
sections due to labour unrest affected the 
operations of the section and even export 
demand failed to bolster its performance 
due to unremunerative prices. Offtake at 
the transparent paper section was stagnant 
while the increased availability of cheaper 
substitute films in the market threatened 
to cut into its market share. The communal 
violence in Calcutta in December 1992 
affected the offtake of the textile division’ $ 
cloth and yam, though the unit improved 
its performance in the first half of the year. 
Operating profit rose by 72 per cent, but a 
1S8 per cent increase in interest charges 
and a 182.4 per cent higher depreciation 
provision led to a sharp Tall in net profit. 
Despite the loss the company has declared 
a dividend of 10 per cent by dipping into 
reserves. 

Meanwhile, the company has completed 
installation of the second fluidised bed 
boiler at the textile division, benefits of 
which will be noticeable in 1993-94. The 
company is examining the viability of 
diversifleation of its refractory section to 
cater to the future needs of refractories and 
it also plans to expand the Vasavadatta 
cement plant’s capacity by six lakh tonnes 
in due course. A new company has also been 
formed by KI, Century Textiles and two 
other companies of the B K Birla group to 
run and operate the Birla tyre unit from 
April this year. According to the agreement 
between KI and the new company, the latter 
will pay a lease rental amounting to about 
Rs 36 crore per annum to KI. In order to 
resolve its liquidity problems the company 
has reportedly hived off a substantial 
portion of its Indian Rayon holdings to 
fetch about Rs 22-24 crore. Further, in 
order to meet increased working capital 
requirement the company entered the 
capital market in January with a rights 
issue of 51,55,171 17 per cent secured 
redeemable non-convertible debentures of 
Rs 100 each attached with one detachable 
equity warrant. 

For the first six months of 1993-94 the 
company suffered a net loss of Rs 11.1 
crore on net sales of Rs 341.6 crore as 
against a net loss Rs 5.5 crore on net sales 
of Rs 286.5 crore in the corresponding 
period last year. 

ORISSA CEMENT 

Low Government Offtake 

Incorporated in 1949, Orissa Cement is 
engaged in the manufacture of cement, 
refractories, reinforced cement, concrete 
pipes, etc. llie company markets its cement 
under the brand name of ‘Konark’ and 
refiactories under the brand name of 
’Dalima’. With net sales remaining stagnant 
in 1992-93. net proflt fell alarmingly by 


more than 50 per cent over the previous 
year. 

Production at the company’s cement 
division at Rajgangpur in Orissa was stable 
at 5,84,000 tonnes (5,87,000 tonnes) of 
clinker and 6.49,0(k) tonnes (6,51,000 
tonnes) of cement while sale of cement 
was lower at 6,40,000 tonnes as against 
6,52,000 tonnes sold in 1991-92. With the 
consuming industries updating technology, 
demand for refractories in the private sector 
has been decreasing over the years while 
public sector units prefer raurcing their 
requirement from other pubtic sector units. 
Though production at the company's 
refractory division was stable at 72,000 
tonnes (73,000 tonnes), sales fell to 68,000 
tonnes (75,000 tonnes) due to sluggish 
demand. This coupled with severe compe- 
ti tion and diminished price realisation led to 
pressure on margins and the company’s 
operating profit fell by 27.2 percent. Higher 
resort to short-term loans by the company 
(mainly from UTI) led to a sharp increase of 
33 per cent in interest charges. Further, 
with a gross fixed assets formation of 10.1 
per cent for the year, depreciation charges 
also rose by 10.3 percent Ieadingtoa60per 
cent fall in profit before tax. 

Even a 71 per cent fall in tax liability, 
which amounted to 30.3 per cent of proflt 
before tax, could not stop net profit from 
plummeting. Further, the excise authorities 
have issued a showcause notice to the 
company demanding a differential excise 
duty amounting to Rs 10.9 crore on the 
special cement sold by the company 
between April 1982 and October 1988. 
The company however obtained a court 
injunction staying the proceedings before 
the excise authorities. 'The fall in profitabi¬ 
lity forced the company to cut the dividend 
rate from 40 per cent last year to 25 per cent 
in 1992-93. 

Despite its poor performance on the 
domestic front, the company’s exports 
rose by 40 per cent and it export^ 14,662 mt 
of cement valued at about Rs 2 crore to 
Bangladesh and Nepal. The expansion 
project undertaken by the company at its 
cement plant to increase its capacity from 
5.25 lakh tonnes to 6.5 lakh tonnes was 
completed in the year under review and it is 
now implementing another project to 
enhance its capacity further to 8 lakh tonnes 
per annum. Slag dryer facilities have also 
been set up while the high, efficiency 
.separators together with ESPs have been 
commissioned. Encouraged by the benefits 
derived from its technical collaboration 
agreement with Tokyo Yokyo Company of 
Japan, the company entered into another 
agreement with TYK Corporation of Japan, 
a leading manufacturer of sophisticated 
refractories in J^an, for castable, precast 
and lance pipes. Further, in order to enter 
the field of continuous casting refractories 
it ordered a cold isostatic press which was 
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Kesoram 

Orissa 

Sipta Coated 

Gammon 

Flex 

1 Piniiicial Indicaton 

Industrial 

Cement- 

_Stedf_ 

India 

Industries 

March 

March 

March 

March 

June 

March 

March 

March 

June 

June 


1993 

1992 

1993 

1992 

1993* 

1992 

1993 

1992 

1993 

1992* 

Incomc/approprlatlons 











1 Net Sides 

48277 

34546 

18755 

18850 

18193 

12467 

8159 

7768 

8232 

6831 

2 Value of production 

51823 

35701 

19795 

19252 

19839 

12155 

8693 

7657 

8626 

6989 

3 Total income 

4 Raw matenals/stores end spares 

32693 

35982 

20301 

19668 

19911 

12188 

9487 

8617 

8758 

7058 

consumed 

23068 

12704 

%36 

8064 

15850 

9824 

4014 

3397 

5643 

4284 

3 ether manufacturing expenses 

8675 

7451 

2989 

2697 

1924 

387 

1581 

1871 

350 

255 

6 Remuneration to employees 

3935 

3835 

1353 

1158 

199 

104 

2889 

2446 

410 

365 

7 Other expenses 

8957 

7309 

2692 

2759 

797 

677 

189 

195 

682 

528 

d Operating profit 

8058 

4683 

3631 

4990 

1141 

1196 

814 

708 

1673 

1626 

9 Interest 

6582 

2548 

1400 

1052 

1047 

837 

585 

430 

677 

579 

10 Cross profit 

1488 

2162 

2255 

3952 

622 

378 

458 

428 

1092 

1055 

11 Depreciation 

3928 

1391 

1068 

968 

461 

322 

206 

201 

312 

312 

12 Pnflt bsfan m 

-2440 

771 

1187 

2984 

161 

56 

252 

227 

780 

743 

13 Tte provision 

0 

0 

360 

1250 

0 

0 

15 

49 

3 

89 

14 Pnflts^tax 

-2440 

771 

827 

1734 

161 

56 

237 

178 

777 

654 

15 Dividehds 

225 

242 

135 

216 

0 

0 

54 

54 

305 

277 

16 Retained profit 

LWmaafeaarta 

-2665 

529 

692 

1518 

161 

56 

183 

124 

472 

377 

17 Paid-up capital 

2088 

2088 

540 

540 

1935 

1797 

216 

216 

762 

762 

18 Reserves and sutplus 

9226 

12042 

7629 

7073 

993 

834 

1576 

1563 

1833 

1373 

19 Long term loans 

38930 

34636 

7827 

7398 

2915 

2665 

967 

1386 

1584 

1746 

20 Shoit term loans 

1830 

1686 

783 

250 

2125 

1536 

240 

358 

5045 

1199 

21 Of which bank bonowings 

0 

0 

0 

0 

1263 

869 

20 

25 

1046 

871 

22 Gross fixed assets 

53088 

51820 

19057 

17636 

6544 

6699 

5760 

5767 

6626 

3956 

23 Accumulated depreciation 

17267 

13083 

10252 

9013 

1747 

1294 

3832 

3948 

1071 

760 

24 Inventories 

12551 

8907 

5923 

5891 

2938 

1179 

2731 

2208 

1290 

696 

23 Total assetsriiabilities 

MIscelInneous ttema 

64450 

59828, 

20368 

19947 

11280 

9474 

12342 

13046 

12079 

6156 

26 Excise duty 

12786 

5454 

0 

0 

1935 

782 

1 

2 

2248 

1793 

27 Gross vglue added 

11872 

8447 

5036 

6326 

2379 

1325 

3951 

3075 

2261 

2017 

28 Total foreign exchange inctxne 

1191 

189 

374 

274 

0 

0 

118 

236 

38 

0 

29 Total foreign exchange outgo 

Key Hnanctal and performance ratios 

1986 

2899 

1709 

92.1 

1775 

3175 

1614 

22 

587 

*791 

508 

30 Turnover ratio (sales to total assets) (%) 

74.9 

57.7 

94.5 

161.3 

131.6 

66.1 

59.5 

68.1 

111.0 

31 Sales to total net assets (%) 

32 Gross value added to gross fixed 

92.7 

68 5 

III.8 

123.5 

228.3 

182.5 

272.1 

220.5 

89.2 

134.5 

assets (%) 

33 Return on investment (gross profit 

22.4 

16 3 

26.4 

35.9 

19.8 

36.4 

19.8 

68.6 

53.3 

34.1 

51.0 

to total assets) (%) 

2.3 

3.6 

11.1 

5.5 

4.0 

3.7 

3.3 

9.0 

17.1 

34 Gross profit to tales (grots margin) (%) 

3.1 

6.3 

12.0 

21.0 

3.4 

3.0 

5.6 

5.5 

1.3.3 

210.3 

15.4 

35 Operating ptoTii to sales (%) 

16.7 

13.6 

19.4 

26.5 

6.3 

9.6 

10.0 

9.1 

23.8 

36 Profit before tax to sales (%) 

-5.1 

2.2 

6.3 

15.8 

0.9 

0.4 

3.r 

2.9 

9.5 

10.9 

37 Tax provision to profit before tax (%) 

38 PtoTit after tax to net worth 

0.0 

0.0 

l^0.3 

41.9 

0.0 

0.0 

6.0 

21.6 

0.4 

12.0 

(return on equity) (%) 

-21.6 

5.5 

10.1 

22.8 

5.5 

2.1 

13.2 

10.0 

29.9 

30.6 

39 Dividend (%) 

10.0 

15.0 

25.0 

40.0 

— 

— 

25.0 

25.0 

40.0 

36.0 

40 Earning per share (Rs) 

-14.98 

4.45 

15.31 

32.11 

0.83 

0.31 

10.97 

8.24 

10.20 

8.58 

41 Book value per share (Rs) 

42 PIE ratio (based on latrot and 

43.20 

58.16 

131.50 

118.69 

15.13 

14.64 

82.96 

82.36 

34.06 

28.02 

corresponding lut year's price) 

43 Debt-equity ratio (adjust^ for 

-8.2 

19.1 

18.9 

5.3 

10.8 

32.1 

15.5 

13.3 

20.6 

61.Q 

7.0 

81.8 

revaluation) (%) 

44 Short term b^ borrowings to' 

510.6 

342.2 

110.2 

115.4 

99.6 

101.3 

54.0 

77.9 



inventories (%) 

0.0 

0.0 

0.0 

0.0 

43.0 

73.7 

0.7 

1.1 

81.1 

125.1 

43 Sundry cieditott to sundry debtors (%) 

46 Total remuneration to employees 

92.9 

87.9 

69.9 

99.2 

49.4 

51.5 

129.2' 

62.3 

18.8 

12.9 

to gron value added (fk) 

47 Total rem-incration to employees 

33.1 

45.4 

26.9 

18.3 

8.4 

7.8 

73.1 

79.5 

18.1 

18.1 

5.2 

to valiM (rf production (%) 

W Orou nked assets formation (4b) 

7.6 

2.9 

10.7 

21.5 

6.8 

10.1 

6.0 

11.2 

1.0 

-2.3 

0.9 

33.2 

-0.1 

31.9 

8.2 

4.8 

67.5 

49 Growth in inventories (%) 

40.9 

60.8 

0.5 

30.8 

149.2 

— 

23.7 

-4.8 

85.3 

— 


* ISmonthi. 
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expected to be installed and commissioned 
in 1993-94. With the company successfully 
executing the order from Dtirgapur Steel 
Plant, the latter has placed repeat orders for 
their balance requirement. 

Though import duty on refractory raw 
materials was reduced to SO per cent by the 
government, duty on refractories them¬ 
selves was also simultaneously reduced 
which may lead to increased competition 
from imports in 1993-94. Further though 
production in 1993-94 was expected to be 
higher on the enhanced capacities, the 
adverse conditions prevailing were also 
expected to continue. 

For the first six months of 1993-94 the 
company’sperformancehasworsened. With 
government demand accounting for up to 
40 per cent of aggregate demand, low 
government offtake due to the resources 
crunch coupled with the rising manufactur¬ 
ing costs have led to a poor show by the 
cement industry as a whole. While the 
company’s net sales fell by about 17 per 
cent from Rs 98 crorc in the corresponding 
period last year to Rs 81 4 crore, net profit 
fell by more than SS per cent to Rs 2.9 crore 
(Rs 6.4 crore). 

SIPTA COATED 

Push for Exports 

Sipta Coated Steels is engaged in the 
manufacture of GP/GC shccts/coils, cold 
rolled (CR) steel strips, hot rolled coils, etc. 
As in the previous year, the profitability of 
the company continued to suffer in 1992-93 
(IS-month period) as margins were under 
severe pressure due to the stiff competition 
resulting from excess installed capacity in 
the galvanising industry. Though net sales 
rose by 16.7 per cent on an annualised basis 
over the previous year, a sharp increase in 
operating expenses resulted in a 23.7 per 
cent (annualised) fall in the company's 
operating profit. Though operating and net 
profit margins ro^e marginally over the 
previous year they stood at a mere 3.4 per 
cent and 0.9 per cent, respectively. If 
despite this gross and net profit rose, it was 
mainly due to a large non-operating profit 
amounting to Rs S.3 crore in 1992-93, a 
major part of which emanated from sale of 
assets. 

Meanwhile the company’s products have 
reportedly been well received in the 
overseas market and the company has 
several orders on hand. It hopes to improve 
profitability through higher emphasis on 
exports and expects to notch exports in 
excess of Rs 20 crore in the current year 
(ending this June). The GP/GC sheets 
industry is presently characterised by 
excess capacity as the actual annual 
demand is hovering around five lakh tonnes 
while the installed capacity is around nine 
lakh tonnes. The company has managed to 
increase its capacity utilisation from S2.8 
per cent for CR sheets in 1991-92 to 60.5 
per cent (annualised) in 1992-93 while 


that of GP/GC sheets has increased from 
78.6 per cent last year to 96 per cent 
(annualised) in 1992-93. 

For the flrst six months of the year 
ending June 1994 the company has posted 
a higher net profit of Rs 1.6 crore on net 
sales of Rs 126.3 crore. 

GAMMON INDIA 

RandD Efforts 

Gammon India fared well in 1992-93 with 
a 10 per cent rise in total income and a 15 
percent rise in operating profit. Despite a 
36 per cent rise in interest charges, net 
profit increased by 33 per cent due to a 
mere 2.5 per cent rise in depreciation and 
a fall in tax provision over the previous 
year. During the year the company hived 
off its Gammon Fer-chem division as the 
factory had ceased operations since 
November 1987. The contract of a 900- 
bed hotel in Moscow valued at Rs 120 
crore was foreclosed due to the fragmenta¬ 
tion of the erstwhile USSR and the 
abrogation of the Soviet-Indian Business 
Treaty. However, the contractee had 
invoked the advance payment guarantee 
amounting to Rs 18 crore which the 
company claims is not tenable as it has 
performed its obligations under the 
agreement and the claim, in any event, 
cannot exceed the amount of unexpired 
guarantees of Rs 1.2 crore. The company 
had a balance of work-on-hand worth 
Rs 331.5 crore as compared to Rs 430.6 
crore last year while Rs 118 crore worth of 
contracts were under negotiation on March 
31, 1993. Further, the company has since 
secured contracts worth Rs 34.9 crore and 
it expects its prospects to be bright due to 
the massive construction activity envisaged 
at the national level. 

The company’s R and D division is 
engaged in developing and improving 
construction techniques to suit Indian 
conditions by design improvement, use of 
indigenous chemicals and resins, import 
substitution of vital components of construc¬ 
tion equipment, in-house manufacture of 
equipment and more efficient launching 
systems for bridges. It is also focusing on 
improving quality control and updating 
technology in various fields of construction 
engineering to support the requirement of 
the construction activities of the company. 

Among its subsidiaries, while Freyssinet 
Prestressed Concrete Company (97.83 per 
cent holding) and Gammon Nirman (99.96 
per cent holding) posted satisfactory results, 
the other two subsidiary companies, 
namely. Gammon Turnkeys and Gilcon 
Project Services registered net losses for 
1992-93. 

For the first half of 1993-94, while the 
company’s total income rose to Rs 34.7 
croic. net profit was stable at Rs 22 lakh as 
again.. i total income of Rs 34 crore and a 
net profit o| Rs 21 lakh in the correspond¬ 
ing period last year. 


FLEX INDUSTRIES 

Bright Prospects 

Flex Industries which is engaged in the 
manufacture of flexible pacluging has 
improved its performance over the 
previous year. The annualised increase in 
net sales and net profit over the previous 
year (15-month period ended June 1992) 
works out to 50.6 per cent and 48.5 per 
cent, respectively. Production was also 
higher at 4,721 mt as against 4,185 mt of 
printed, laminated, metaJised, co-ex truded 
coated, embossed plastic film and paper 
produced last year. The company’s ‘unit 
pack' marketing concept roems to have 
proved to be the right strategy as buyers 
prefer to buy consumer goods in small, 
convenient and apparently cheap units 
which are consumed in their entirety 
during use. Increasing resort to short¬ 
term loans (up 320 per cent over the 
previous period) by the company led to a 
17 per cent rise in interest charges. Though 
operating profit rose by a mere 2.8 per 
cent due to a more than proportionate 
increase in operating expenses, a stable 
depreciation charge and a lower tax 
provision led to a larger increase in net 
profit. Encouraged by its improved 
performance the company raised the 
dividend rate from 36 per cent last year to 
40 per cent in 1992-93. 

During the year under review the 
company completed installation of new 
machines. Further, the company’s new 
expansion project at Malanpur in Gwalior 
for the manufacture of flexible packaging 
material and the modernisation programme 
at its existing plant at Noida were 
completed and commercial production 
commenced. The company’s expansion- 
cum-modernisation programme led to a 
gross fixed assets formation of 67.5 per 
cent during the year. To part finance its 
expansion-cum-moderoisation programme 
the company made a rights issue of 
38,13,750 17.5 per cent partly convertible 
debentures (PCDs) of Rs 100 each 
aggregating Rs 38.1 crore and 9,15,000 
18.5 per cent non-convertible debentures 
(NCDs) of Rs 100 each with one detachable 
wanant aggregating Rs 9.2 crore. For 
augmenting its resources for margin on 
working capital and long-term working 
capital requirements the company also 
made an issue of 1,50,000 secured 
redeemable convertible debentures of 
Rs 100 each aggregating Rs 1.5 crore by 
way of private placement with UTI. 

With die flood of multinationals entering 
the country' to sell consumer goods, 
chocolates and all kinds of edible and 
inedible items, the medium to long-term 
prospects of the packaging industry appear 
bright. With a 20 per cent annual growth 
rate in the industry the company’s CMD, 
Ashok Chaturvedi, expects sales to grow 
by 50 to 60 per cent annually over the next 
10 years. 
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CIVIL LIBERTIES 


rhe Detentions of Lone and Geelani 

kGNooraaii 

7te ploy of re-detention, employed in the case of Abdul Ghani Lone and 
yedAli Shah Geelani, the veteran leaders of Kashmir, makes a mockery 
fthe few safeguards Article 22 of the Constitution provides to detainees 
nder preventive detention laws. 


HE govemment of India has behaved in a 
isgraceful manner in regard to the imprison- 
icnt without trial, called preventive deten¬ 
on. of the veteran lexers of Kashmir, Abdul 
ihani Lx)ne and Syed Ali Shah Geelani. The 
rdersweremadebythe state govemment, in 
mss disregard of the state’s Constitution 
id the Constitution of India, but the state is 
ider president's rule. They are both leading 
ghts of the Humyat Conference. 

The two enjoy high respect. They were 
:tained on October 29, 1993 by the state 
ivemment on the ground that they were 
laking statements urging people to join a 
arch to the Hazratbai shrine to force the 
my to lift the siege of the shrine. The matter 
as settled the next month when the siege 
as lifted as a result of an agreement with the 
ilitants holed up inside. It is another matter 
at the govemment chose to deny the fact, 
me was subjected to indignity and injuries 
a result of the brutal assault perpetrated on 
m by the police when he led a procession, 
cither leader is in good health. Their 
•ntinued detention was not preventive but 
initive and clearly smacked of vendetta. 
On January 28, 1994 the Jammu and 
ashmir High Court struck down the deten- 
>n order. But the state govemment claimed 
had made fresh, orders the day before, 

I January 27, 1994. These orders were 
lallenged in habeas corpus petitions in the 
ipreme Court. As to what happened in the 
ipreme Court thereafter a news-report by 
e Pn in The Hindu of April 29 reveals a lot 
out the proceedings on the previous day; 

The Supreme Court today warned the 
centre that it would be forced to release 
detained Kashmiri leaders Abdul Ghani Lone 
and Sayed Ali Shah Geelani arrested in 
October last in the wake of the Hazratbai 
crisis, if it failed to produce the original 
records of the detention by May 3. 

The warning was given by a Division 
Bench comprising Mr Justice S Mohan and 
Mr Justice M K Mukhetjee hearing an appeal 
by the two detained leaders after the Solicitor 
General. Mr K T S Tulsi, informed the court 
that the government had not been able to get 
the records as yet. 

Mr Tulsi sought three days’ time saying a 
special messenger had left with the records 
from Jammu but he was yet to reach Delhi. 

MrBhimSinghappearingfor the detained 
leaders told the court that the government 


appeared to be taking the court for a ride and 
was playing hide and seek with it on the 
issue. 

The apex court had duri ng the last hearing 
sought from the union government the 
original records of the detention to satisfy 
itself that the leaders had been served with 
the detention orders passed on October 29 
and a subsequent detention order in January 
after revocation of the earlier order. 

The counsel for the two leaders had told 
the court that the grounds for detenuon had 
not been informed to the two leaders thus 
denying them an opportunity to represent 
against the detention. 

The PTl's report of the proceedings on 
May 3 were published the next day in the 
same paper, lliey read thus: 

The union government today told the 
Supreme Court that the release of Kashmir 
leaders, Abdul Ghani Lone and Sayed Ali 
Shah Geelani, could have far-reaching 
consequences leading to the freeing of over 
700 detenus in the state of Jammu and 
Kashmir. 

The plea was made by the Solicitor 
General, Mr K T S Tulsi, during the hearing 
of petitions challenging the detention of the 
two leaders. 

A division Bench composing Mr Justice 
S Mohan and Mr Justice M K Mukherjee 
while agreeing with the Solicitor General's 
plea, however, made it clear that Article 
22(4) of the Constitution and judgments of 
the apex court were a clear bar against 
holding the leaders in detenuon any longer. 
“Mr Solicitor, we have to give effect to the 
Consutution. You cannot expect us to say 
that we should do away with the judgments 
of the apex court", Mr Justice Mohan 
observed. 

However, while agreeing with Solicitor 
General's plea that the case had far-reaching 
consequences, the court adjourned hearing 
till tomorrow to enable the Union of India to 
present further arguments in support of the 
continued detention of the two leaders... 

Counsel for the detained leaders, MrBhim 
Singh, submitted that the second order of 
detention was null and void as it had been 
passed by the Divisional Commissioner and 
not the government. 

Therefore, if one were to take the period of 
detention from October 29, after a three- 
month period as the Advisory Board hod 
afqiTov^ the one-year detention only to 
March. 


The judge said prima facie the case went 

in support of the two detenus unless the 

government could substantiate the need for 

holding them offer a further period. 

Hius was an indulgence given to the state. 
What happened on May 67 Tulsi told the 
court that the order of detention of January 27 
had been revoked. The court thereupon 
dismissed the petitions as infructuous. It was 
widely believed by those who attended the 
hearings, including members of the bar, that 
the court was inclined to allow the petitions 
and order the release of the detainees. 
Indeed, judgment was expected to be 
delivered on May 6. It may be recalled that in 
the case of Kuldip Nayar during the 
emergency the detention o^er was revoked 
in order to prevent the Delhi High Couh 
from delivering judgment on the babels 
corpus petition filed by the detainee’s wife,. 
Bharati Nayar. The facts are mentioned in 
Experiment with Untruth by Michael 
Henderson (1977) at page 122. The Los 
Angeles Times of September 1976 also 
reported the ploy; “When it appeared likely 
the ruling would be in Nayar’s favour, 
government officials suddenly released him, 
hoping to avoid an announcement of a 
decision which could be used as a precedent 
by other detainees hoping to be released.” 
But Justice S Rangarajan ticked off the 
government lawyers and proceeded to 
deliver an erudite judgment which was a 
major event—a landmark ruling in support 
of the citizen's rights and the rule of law. It 
was a masterly exposition of the law. 

In the instant case, the detainees were 
released and rearrested after fresh orders of 
detention were served under Section 9(5) of 
the Jammu and Kashmir Public Security Act, 
1978. If this ploy of re-detention is allowed 
to succeed, it will make a mockery of the 
few safeguards sub-clause (4) of Article 22 
of the Constitution of India provides to 
detainees. One hears a lot about judicial 
creativity. It has not halted the illiberal trend 
in rulings on preventive detention. 

On a fresh order of detention after the 
quashing or revocation of the first the law as 
laid down by (he Supreme Court is that it 
must be based on “fresh material (Chhagan 
Bhagwan Kahar vs N L Kalna AIR 1989 S 
C 1234). Consideration of grounds in the 
previous order will vitiate detention 
(Jahangirkhan vs Police Commissioner AIR 
1989 S C 1812). At page 1882 is reported 
Ramesh vs State of Gujarat which affirms 
Chhagan's case. 

This safeguard is not adequate. Two more 
are called for. One is that the court must 
subject the second order to greater scrutiny. 
The other is that no second order must be 
permitted to pass muster if made after a 
judicial bearing of the first. It is palpably 
mala fide'and should be deemed to be so. 
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APPOINTMENTS 


DOCUMENTATION 

ASSISTANT 


RURAL DEVELOPMENT ORGANISATION seeks the following 
experienced personnel for its projects in Chotanagpur region in Bihai/ 
Tamil Nadu 


A Bombay based news agency 
requires part time person 1o 
organise newspaper clippings. 

Timings are adjustable and 
would be for three mornings or 
afterrKJons a week. Position is 
suitable for graduate or 
undergraduate student with a 
broad interest in current affairs. 
Applicant must live or study in 
south Bombay. 


* REGIONAL PROGRAM EXECUTIVE with minimum S years 
experiencain Project Planning and Fund Raising. 

* TECHNICAL PERSONNEL for Sericulture Promotion in Singhbhum 
and Palamau Region. 

* RESEARCH PERSONNEL. 

* TECHNICAL PERSONNEL for Promotion of Agricultural Extension. 
Dryland Farming, Horticulture and oilseed Cultivation. 

* WOMEN CO-ORDINATOR with Special Reference to Adult and 
Noq-formal Education Programmes. 

* PROJECT MANAGER to be based in Dharmapurai, Tamil Nadu. 


Contact: The Editor, Associated 
News Features. 116 Great 
Western Buildings, Nagindas 
Master Road (Extn), Kala 
Ghoda, Bombay or phone 
2043101. 


All Applications sl)ould reach on or before 25.06.94 to: 

Alternative for India Development, 

1 V.G.N. Nagar, 

iyyapanthangai Kattupakkam Post, 
Madras 600 056. 



SOCIETY FOR PARTICIPATORY RESEARCH IN ASIA (PRIA) 

INVITES DEVELOPMENT PROFESSIONALS 


PKIA is an eduaUional support Non Government Orga- 
nixation (NGO) involved in Research, Training and 
ftroducHon of learning materials. Its Development 
Professionals, based in Delhi, run programmes of its 
Centres as researchers, trainers, communicators and 
nehoorkers involving frequent travel. 

1. Centre for Pat^d^Hon and Copernance 
supports Participation of and Self Governance by 
marginalized sections in areas of literacy and natural 
resource. It also focusses on micro-planning and load 
devdopment under the Panchayati Raj ondNagarpalika, 
73rd and 74th oonstitutioncd ammendments. 

Z CentreforOccuvationalandEnvironmentalHealth 
focusses on healthier work and living place. It 
promotes awareness/action on occupational hetdth and 
environment^ pollution. As a CIS Collaimrtding Centre 
of no, it generates, processes and disseminates informa- 
lion intermdionally. 

3. Centre for Institutional Develomnent endbles ca¬ 
pacity bmlding of grass-roots groups and NGOs in such 
areas as programme planning, monitoring and evalua¬ 


tion, tnuningmethodclogy, organizationaldevdopment, 
strategic planning, and finance. It is starting a long 
dundion programme on Development Management far 
South Asian NGO leaders. 

4. Centre for Global Alliance actively pmtidpates in 
and promotes devdopment o/ interrutional networks 
and alliances for solidarity and advocacy on critical 
glchal and local issues/concents. It promotes cross-coun¬ 
try and inter-regiau^ exchange towards capadtybuild- 
ing, development cooperation and learning. 

Oualifuine Backmund : Relevant Pod-Graduate 
eduaUion, with at least 8 years experience. 
Compensation Package: iJs. 100,000 p.a. or more, 
dependingon oneaexpectedcontrAutim toPRIA 'swork.. 
Please write in confidence within three weda, to: 

Dr. Rajesh Tandon 
Executive Director 

Society for Participatory Research in Asia 
iZ Tuglakabad Institutional Area 
New Delhi-no 062 
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COMMENTARY 


SOUTH AFRICA 

A Negotiated Revolution? 

Niiian Koshy 

The ANC leadership is conscious not only of the uniqueness of the system 
against which it waged struggle, but also of the fact that those who upheld 
the system now share power in the new government. Not only negotiations, 
but the revolution also has to continue. 


ITIE way the eiectipn was conducted—all 
Its imperfections not withstanding—is proof 
Jiatthiscountryhiujustsurvivedanegotiated 
-evolution”, so wrote a leading daily in South 
Africa after the first alhrace elections in the 
xHintry. To Nelson Mandela the election 
vas liberation and to justice Kriegler, the 
ihiefofthe independent election commission 
,t was an act of national reconciliation. 

That the election was unique goes without 
saying. That was best evident in the faces of 
he millions who waited patiently for hours 
uid sometimes for days to cast the first vote 
n their life afRiming their dignity as well as 
ritizenship. To them the vote was something 
eally precious. 

Negotiated revolution has become the 
avourite media expression to describe the 
ransformation in South Africa. Add to this, 
he claim by die last National Party state 
iresident F W cte Klerk that it was he who 
snded apartheid and the interpretation of the 
inal stages of the historic change in South 
Kfrica becomes either simplistic ordistorted. 
Ihe claim by the National Party that it 
'oluntanly relinquished power is invalid but 
:redit goes to de Klerk for almost correctly 
eadi ng the writing on the wall. The apartheid 
ystem was something unique in the annals 
if history and its end also had to be in a 
inique manner. 

From the time the first Dutch settlers 
stablishcd a trade base in Cape Town in 
652. South Africa's destiny was inextricably 
inked to success! ve Dutch or British coloni^ 
ule. Prom this date South Africa was 
lecisively influenced by the economic and 
olitical aspirations of western European 
ociety and of the European settler 
ommunity established at the southern tip of 
tfrica. This not only shaped the contours of 
iouth African society but to a laige extent 
ras responsible for the main and overriding 
onflict in South Africa, namely, the conflict 
etween the African majority and a settler 
ommunity which dominated militarily and 
oliticaUy and whose own economic interests 
Here the decisive factors in the formulation- 
fpdicy. 

The distinctive characteristic of 
olonialism in South Africa has been white 
linority social domination. This form of 
omination was intimately tied to the 


economic and political systems of the 
metropole countries from which the 
domination emanated. The main conflict in 
South Africa could thus be characterised as 
a north-south conflict. The cumulative result 
of the political and economic domination of 
the whiteminontywasasocietydiaracterised 
by enormous socio-economic disparities 
coinciding with political power and race 
boundaries. Two worlds still exist in South 
Africa—on the one hand a first world with a 
sophisticated infrastructure and capital- 
intensive economy; on the other hand a third 
world with all its problems. While the first 
world is almost exclusively for the white 
minority, the majority of the blacks belong 
to the third. 

The pattern that settler colonialism created 
in SouA Africa based on racial discrimination 
in the combined interests of western capital 
and the settlers is what made the South 
African system unique. But that uniqueness 
made it impossible that the domination could 
be ended either by colomal withdrawal (as in 
most African countnes) or externally control¬ 
led transition (as inZimbabwe and Namibia). 
Hence there had to be a unique way of ending 
the conflict. It was the par^ox of the South 
African situation that whereas it was saddled 
with the colonial problem of white domina¬ 
tion it did not have the option of colonial 
withdrawal or transition to solve it. 

The beginning of negotiations in South 
Africa is often traced to the dramatic 
announcement by president de Klerk on 
February 2, 1990 in which he said the 
government was ready for negotiations, that 
die political parues would be unbarmed and 
that political prisoners would be freed. Nelson 
Mandela became a free man nine days later. 

The apartheid regime had already begun to 
crumble by the mid-1980s. For two decades 
the major arena for the battle for the future of 
South Africa was intemationid public 
opinion. The liberation movement had 
decisively won the battle there by 1985. The 
conflguration of domestic, regional and 
international developments madeit inevitable 
that apartheid had to yield to something 
different. The regime reacted in two different 
ways. In public in a defiant mood it iqipeared 
to withdraiv into a permanent siege. In secret 
it initiated talks with Nelson Mandela in 


prison. It took five years for the second track 
to become public. 

There is little doubt that what de Klerk had 
in mind in 1990 was not exactly the kind of 
transition that actually took place. He had 
thought that the ANC could be co-opted into 
a political system where the white minority 
could still be able to pull several strings ttsd 
control the levers of powers. The negotiating 
positions of the National Party, emphasising 
federalism and demanding what was 
tantamount to a minority veto were all meant 
to preserve in the new dispensation, to the 
extent possible, special privileges for the 
minority. 

Shared power was the watershed 
concession by the ANC, but the National 
Party had to give up its earliercrude strategies 
to create an anti-ANC alliance, to insist on 
white vetoes in the cabinet or to rotate the 
state presidency and so on. It should not be 
forgotten that de Klerk had to discard the 
pnnciple on which he vowed he would stand 
rock solid, never to accept black majority 
rule. 

Joe Slovo, the leader of the South Afncan 
Communist Party whose 'sunset clauses' 
formed the basis of ANC's proposals for 
power-sharingclaimed, “Looking at the result 
as a whole, I can say without hesitation that 
we got pr^y much what we wanted. Our 
opponents hoped to weaken a future 
demooratic state by imposing federalism. 
We have won aunited South Aifrica... in all 
critical areas ... the future (tanocratic state 
will have overriding powers. If you look at 
the finance provisions of the whole 
dispensation you will see that the purse¬ 
strings ate firmly in the hands of the central 
government.. In regard to decision-making 
in the future executive, in the multi-party 
Cabinet of national unity ... the regime had 
been holding out for special majorities. In 
the end we won the (irinciple of majority 
decision-making." Slovo conceded that all 
this unounted to no more than 'a mountain 
of paper’ unless it is implemented 'in the 
interests of revolution'. 

The African National Congress had hoped 
to get a two-thirds majority in the National 
Assembly and the Constituent AssonUy. 
There are many who believe that it was good 
in the interests of national reconciliation that 
the ANC did not achieve it. The ANC is now 
in a position to implement its policies but in 
drafting the constitution it needs the support 
of other partiesmpecially.theNational Party. 
A two-thirds majority might have generated 
anxiety in -some sections and might have 
been used by those forces which want to 
undermine the process of national re¬ 
conciliation. It Jjas to be pointed out that the 
constitutional principles have already been 
agreed upon and iricluded in the interim 
constitution which stipulates that ‘a new 
constitutional text shall comply’ with thetii. 
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These principles which reflect ANC’s 
positions are non-negotiabie. The most dis¬ 
appointing performance in the elections was 
by the Pan Africanist Congress (PAC) and 
tiw Democratic Party. The PAC was formed 
in I9S9. breaking away from the ANC 
basically on two issues, the prominoice of 
whites in the struggle and the issue of land. 
These two issues have remained the dominant 
feature of its policies. Like the ANC it was 
also banned and went into exile and made a 
few shifts around the cmtral issues of its 
identity. 

While the PAC managed to be in the 
limelight by its radical rhetoric, on the level 
of conventional indicators of relative strength 
of a political movement, i e, funds, orga¬ 
nisation, international and domestic pro¬ 
minence, demonstrable mass support, orga- 
nisatioiul strength, etc, it was always much 
weaker than the ANC. It had nevertheless 
claimed extensive underground support. 
With little funds and virtually no campaign, 
the PAC could manage to get only 1.2 per 
cent of the votes and ft ve seats in the National 
Assembly. 

After the elections Mandela paid uibutes 
to the PAC and the Azanian People’s 
Organisation (AZAPO) saying that both had 
contributed significantly to the struggle of 
black people against white domination and 
oppression. “It hurts, hurts me, a great deal 
that they should not have been able to make 
the threshold that other parties have made”, 
he said, offering the leaders of the two orga¬ 
nisations places in the new government. 

The Democratic Party can legitimately 
claim the heritage of the white liberal stream 
in South African politics. But as it went 
through many shifts in the recent past the 
ground on which it had stood was taken by 
the National Party which claimed to be 'new’ 
after having ‘end^ apartheid’. At the time of 
the DP’s virtual demise it must be recalled 
that its predecessors played an important 
role in exposing apartheid from the pers¬ 
pective of human rights and its leader Zach 
de Beer made vital contnbution especially in 
the early stages of negotiations. 

Considering the fact that chief Butheiczi ’s 
Inkatha Freedom Party came intotheelection 
fray virtually at the last minute—making the 
election arrangements which were from the 
beginning less-than-satisfactory even more 
difficult—the lO.S per cent vote it got at the 
national level was impressive. Pre-election 
polls had not given the IFP more than 7 per 
cent votes. It had earlier stayed out of elections 
claiming it was committed to federalism and 
therefore could not accept the constitution 
and strongly opposed to what it termed the 
ANC-NP alliance. 

It should be recalled that for a long time 
chief Butheiczi was the favourite of many 
western leaders projecting him as the mo¬ 
derate alternative as he challenged armed 
struggle and international isolation. For 
some rimetheNational Party considered him 
as an ally but as negotiations progressed 


Butheiczi moved on to an idliance with the 
extremist whites. His movement was 
supported and used by the “Third Force’ in 
the South African security forces to foment 
violence as conclusively proved by the 
Goldstone Commission. 

It is known that it was an accumulation of 
irresistible pressures including possible 
withdrawal of support by the Zulu King and 
Inkatha moderates that finally pushed 
Butheiczi into the elections. He had hoped 
that the international mediation on some 
constitutional issues to which the ANC and 
the government had agreed would pave the 
way for postponement of the election. But 
when the mediators Henry Kissinger and 
Lord Carrington refused to include the date 
of elections in the terms of reference for 
mediation, Buthelezi had run out of all 
options. 

Meanwhile Nelson Mandela had skilfully 
been able to convince the Zulu king that the 
best he could hope for was the constitutional 
position offered by the ANC. Mandela 
graciously affirmed his and the ANC’s 
support for the king at an ANC rally in the 
heart of the Zulu kingdom. 

But the pressures came not only from the 
king. Increasingly unhappy with the prospect 
of becoming members of an extra- 
parliamentary guerilla group Inkatha 
moderates read Buthelezi the not act saying 
they would quit rather than support an 
organisation bent on boycott of elections 
with a resultant escalation of violence. They 
were not ready for political wilderness when 
they felt that power was so clo.se at hand at 
least in Natal. That was not all. It is now 
known that there was a secret deal between 
de Klerk and Buthelezi. On 25th Apnl—the 
day before voting began—de Kleric signed 
an agreement that put 7.41 million acres of 
land into a trust controlled by the Zulu king. 

Yet, the inclusion of Buthelezi in the new 
dispensation and his being gi ven an i mportant 
portfolio in the cabinet augur well for national 
reconciliation. This is in no way to under¬ 
estimate the problems in Natal. It is often nut 
made clear that political violence among 
blacks in South Africa is not primarily tribal 
as the media especially outsit South Africa 
has managed to project it. While almost all 
supporters of inkatha are Zulus, all Zulus are 
not supporters of Inkaiha. Even in Natal the 
Inkatha managed to get only 51 per cent in an 
election believed to have been ngged. 
Political violence among blacks in which 
many Zulus were killed was often between 
Zulu supporters of Inkatha and Zulu 
supporters of ANC. What was called black- 
on-black violence was basically political 
and Its escalation was often due to the 
involvement of the security forces. 

It is not clear at the moment what the post- 
election strategy of Buthelezi will be. While 
bargaining for regional powers and provincial 
autonomy. he will project himselt as anatinnal 
leader as the country enters a new stage of 
black politics. 


One political party which stayed out of the 
elections was the white Conservative Party. 
A section of the whites under the name 
Freedom Front contested the elections and 
won 2.2 per cent votes and nine seats in the 
National Assembly. Its participation was on 
the basis of an agreement with the ANC and 
the outgoing government on a formula for 
negotiations for the self-determination of the 
Afrikaners. 'The accord, the finalisation of 
which was reportedly assisted by Britain, 
Switzerland a^ Belgium makes provisions 
for: any community sharing a common 
cultural and language heritage whether in a 
territorial entity or any other recognised Way 
to demand the right to self-determination; 
the final constitution to give expression to 
any particular form of self-detmnination 
provided there is proven support from 
within the community; the formation of a 
20-member * Volkstaat’ Council to be elected 
by members of the National Assembly 
supportingtheestablishmentofa ‘Volkstaat’. 

Freedom Front’s bargaining position 
has considerably weakened as it got only less 
than half of the votes it had hoped for and 
which itself had indicated as the basis for 
successful negotiations. The definition of 
self-determination is crucial not only with 
regard to the claims of the whites who cannot 
show any contiguous territory with white 
majority but in dealing with issues of 
autonomy which are bound to be raised in the 
making of the new constitution. 

As it confronts manifold challenges, the 
ANC leadership is conscious not only of the 
uniqueness of the system against which its 
struggle was waged but also of the fact that 
those who upheld the system now share 
power in the new government. While the 
politics of apartheid has come to an end, its 
economics still continues. Therefore, not 
only the negotiations but the revolution also 
has to continue. 


ATTENTION 

Scholars/Redders 

For your requirement of Rare, Out-of- 
Print and New Books and government 
publications on India, write to or visit:- 

Prabhu Book Service 
Sadar Bazar 

Gurgaon, Haryana 122 001 
India 

Tel: on STD 0124-320588 
From Delhi only 8-320588 

We are also Interested in purchasing 
single book/individual collactiond/ 
whole libraries of antIque/rare books. 
Books signed ty MahaUna OandhI, 
Jawaharlal Nehru, Indira QartdhI, Raflv 
OandhI, Tagore and other nationalist 
leaders are of special miereat. 
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Child Marriage, Govemmrat 
andNGOs 

Shaaker Singh 
NUddlDey 
Arana Riqr 

The focus on the child marriage ceremomes which take place during 
'akha\ teej ’ in Rtdasdum has an upper caste and class bias and is a 
misinterpretation of a dalit and OBC custom. In the name of being modem, 
it is another chance to oppress deUits and OBCs, while shifting the focus 
from dowry deaths, the tortured existence of widows, etc, among the upper 
castes. 


BHANWRI. a kumhar (OBC) of village 
Bhateri in Jupur district was gang rap^ 
by a group of five men, four of whom 
were gujjan (OBC) of the same village, on 
September 22, 1992. The gujjars form a 
majority in the village. She was made a target 
because she had, at the briiest of the Wom¬ 
en’s Development Programme (WDP) a 
govonment programme she woik^ for, and 
the district admlqistratioii of Jaipur, tried to 
stop achild marriage from taking place in her 
village. With little progress in the investiga¬ 
tion and prosecution of the culprits, social 
activists, women's groups and other sup¬ 
porters held a rally a^ meeting in Jaipur in 
November 1992. The meeting ended with 
the courting of arrest and breaking of the 
cordon, near the state secretariat. As a result 
of that protest, the case was handed from 
the state CID to the CBl. After a year of 
investigation, the CBl charge-sheeted the 
culprits, and they were finally arrested in 
December 1993. 

Bhanwri's case has drawn wide support 
from people and groups from all walks of 
life. Gang rape is a non-bailable offence. So, 
the initial bail application was rejected. But 
a second application filed on April 11,1994 
fdched bail for three of the five accused of 
rape. The whole struggle is now concen¬ 
trated on a legal battle for justice. 

But is this the end of the social relevance 
of that rape? One must examine the socio¬ 
political factors leading to the rape, and the 
subsequent reactions. Bhanwri's case is 
unique because she is a government servant 
who was raped as a consequence of carrying 
out directives of government campaign. 

Every year at ‘akha teej' (the marriage 
season which falls in May) the state govern¬ 
ment of Ritiasthan launches a drive against 
child marriage. One of the agencies relied 
upon to combat child marriage is the WDP. 
Ihe work burden falls upon the lowest level 
functionary—the 'sathin' who is required to 
report on child marriages taking place so that 
the police can intervene. This is where 
Bhanwri who is also a sathin was caught on 
the cleft end of a stick. Bhanwri was in a 
predicament. But a whole lot of others ate 
involved in processes which create such 
predicaments advertently or inadvertently. 

What were the influences playing on 


Bhanwri when she got involved in this case? 
She had been recruited into a new govern¬ 
ment programme which not only worked for 
radical goals, but was to use non-bureaucrat- 
ic and radical processes. She was put through 
an intensive training co-ordinated by acti¬ 
vists like us where the emphasis was on 
fearless opposition to social evils. She had 
learnt the jargon of change and participated 
in variousfollowupprogrammeslike ‘jajams* 
and 'shivirs' where radical goals and pro¬ 
cesses were re-emphasised. 

Her alienation from the village had begun 
when she received the Rs 200 .stipend from 
the government. She was told by others in 
the village that after all the government was 
paying her to do a job. The de facto targets 
like family planning, and prevention of child 
marriage had begun to creep in. Despite her 
confusion on these issues, she knew where 
her honorarium was coming from. There¬ 
fore, it is not surprising that she ‘bravely’ 
reported on and opposed a child marriage in 
her village, although the act made her alien¬ 
ation complete. It was an unfortunate fall out 
of being involved in a government pro¬ 
gramme. That she was brave in facing the 
wrath of the village was part of the training 
she had imbibed. That the form the reaction 
would take would be abhorrent, criminal and 
violent beyond her imagination, was some¬ 
thing she was soon to leam. After the crime 
she retained her courage, looked for support, 
and decided to take on the world. 

People within the WDP did react prompt¬ 
ly. Once again it was part of their training. 
Many of them had been handpicked for their 
commitment. After all Bhanwn was one of 
their own. What happened to her, happened 
to them. A co-ordinated reaction b^an to 
emerge as those within the WDP realised 
that fighting from within was leading no¬ 
where, and concerted public pressure was 
necessary. The press, lawyers, academicians, 
political party members and activists joined 
the vociferous cry that culminated in a huge 
rally in Jaipur demanding the arrest a^ 
prosecution of the guilty. The state govern¬ 
ment lackadaisically, oidered a CBl inquiry 
two months after the event, and continued 
with its task of promoting social change. 

Bhanwn still lives in her village threat¬ 
ened and ostracised. After sustained pres¬ 


sure the govenuiwat baa provided her'secu¬ 
rity and compensation*. But has the govern¬ 
ment examiri^itsown role in fitting social 
evils? What sathins and other govenunent 
functionaries will have to ask themselves fat 
whether they expect the go vemment to stand 
by them, when there is a reaction ftom pow¬ 
erful groups to another government cam¬ 
paign. 

Ilie eventual arrest of the five culprits has 
shown once again that public pressure forces 
a system even as unsympathetic as ours to 
respond. But an analysis of the subsequent 
events has shown that the response has been 
largely judicial. The government hu en¬ 
gaged in no introspection, about its approach 
to the issue of child marriage. Nor has it 
reviewed the role of sathiru aiM 'prachetas' 
in ‘reporting’ to an official machinery on 
sensitive sodril issues. It has certainly not 
taken the responsibility of dealing with the 
fall out of its programmes and actirms. As 
akha teej approached this year, once again 
the district administrations have been aiAed 
to prevent child marriages. And once again 
the prachetas and sathins are being encour¬ 
aged to be the agents of change by persuad¬ 
ing families not to have child marriages. 

It is not (piite right however to merely 
blame the government. The government has 
only succeed in presenting a progressive 
facade because of the involvement of NGOs 
and individuals with credibility. When it 
becomes clear that such involvement is bom 
out of mutual benefit where funds and die 
space provided by working with the govern¬ 
ment are major considreadons; then the re¬ 
sponsibility for the hypocrisy such pro¬ 
grammes generate must be shared by all 
those who involve themselves in it. 

Attheendof the rally inJaipur.theattinide 
of the government was very clear. Bhanwri's 
suffering was merely an unfortunate fall out 
of a programme that was beginning to be run 
for prestige and for sustaining an image. 
That was the time for sathins, prachetas and 
other ‘committed’ staff to leave in large 
numbers, and for NGOs to completely dis¬ 
associate themsel ves from the prognmnie. It 
was necessary to discredit the government 
programme, cripple its image building 
aspect and show that the commitment was 
not to the comforts of a government 
programme; but to a cause. 

Issue of Child Maruaob 

The isolation of child marriage as one of 
the greatest social evils has to be critically 
viewed. Especially as the statement comes 
from class dnd caste groups who practice, 
.and are victims of, the far more destructive, 
social custonvof dowry. What follows is an 
attempt to analyse the issue of child mar¬ 
riage. To look at the manner in which the 
government has tried to stop it and Bhanwri’s 
predicament of being a pawn in a game of 
cosmetic social change. A process in which 
many of us play a part. 

‘Child marriage' in Rajasthan is far from a 
marriage as it is normally understood. The 
film crews, journalists and photographers of 
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glossy magazines whodescend on Rajasthan 
every akha tcej bring out the colours of 
Rajasthan and the misery children experi¬ 
ence at being forced to dress up and suffer 
hoursofabewilderingceremony. Whatthey 
do not reveal is that the children return to 
their respective homes until the ‘muklava’, 
‘ana’ or ‘gohna' ceremony, which takes place 
years later when the girl goes to her in-laws' 
home. The so-called marriage ceremony 
should actually to understood as an engage¬ 
ment. The effort should therefore be todelay 
the muklava till the girl is 18 which is the 
legal age ofconsent. There is sufficient inter¬ 
nal pressure within rural communities to 
support any effort to delay the ceremony of 
muklava. 

The internal logic of child mamage cere¬ 
monies is fairly sound. Child weddings take 
place primarily amongst OBCs and dalits, 
and therefore most often poorer families. 
Instead of having to spend on the wedding of 
all the daughters repeatedly, when the oldest 
daughter in the family gets 'married', all the 
younger ones ate ‘mamed’ too. The eco¬ 
nomic logic of group weddings needs no 
explanation. Even this group ceremony is 
often expensive enough to account for years 
of indebtedness. 

These girls do not suffer the social mi¬ 
series of widowhood that affect the upper 
castes. In the event of the spouse dying, 
widow remarriage is sanctioned and prac¬ 
tised freely. Since women work outside the 
home, the girl is an economic asset, and 
therefore her family tries to keep her with 
them for as tong as possible. It is also the 
reason for there teing no dowry. What exists 
it the practice of paying a bride price, and as 
with any such monetary transaction it serves 
to highlight the value of the man. Where 
dowry it practised thi woman has to pay 
more for the ‘honour* of marrying a man of 
value. In this case the more 'valuable' the 
man, the smaller the price the family has to 
pay for buying the bride. Whether dowry or 
bride-price it is the woman who is bought or 
purchased. However it is undoubtedly true 
that in upper caste groups who practice dow¬ 
ry, the woman is seen far more as a commod¬ 
ity of disvalue. There are a number of legiti¬ 
mate objections to child marriage customs. 
But it is only if we compare it with other 
prevalent marriage customs in our society 
that we will get a fuller picture of what is a 
very complex social issue. 

Whilecriticisingchild marnages, no men¬ 
tion is made of the very sensible spending 
patterns, and great community participation 
that ate a part of these weddings. This is in 
stark contrast to the conspicuous and abhor¬ 
rent expenditure that the urban dowry giving 
eliteisestablishing as the norm. The analysis 
■nd description of child marriages is part of 
u attempt at sanskritisation. The elite 
amongst the OBCs and dalits who have 
begun to get their children married when 
they are older, have also adopted the practice 
of tewry and extravagant weddings. 

Why should we compare these customs? 
Because the focus on child marriage ceremo¬ 


nies has an upper class and upper caste bias 
and is a misrepresentation of a dalit and OBC 
custom. In the name of being modem it is 
another chance to oppress dalits and OBCs, 
while shifting focus from customs like dow¬ 
ry-deaths, physical isolation of women, and 
the tortured existence of a widow in upper 
caste families. 

It also reveals why the government has so 
eagerly prioritised this issue in its bid to 
bring about a ‘social transformation’. The 
law has been made mofe stringent. There has 
been a writ filed recently in the Rajasthan 
High Court to gi ve the la w more teeth and the 
implementers more powers. More seminars, 
meetings and drives are held to root it out, 
and there is a selective use of it as an instru¬ 
ment of control. Child weddings cannot be 
stopped—but specific individuals can be 
persecuted, and very often money can be 
extracted. The upper class policy-makers 
successfully shift the focus, and the 
implementers acquire a new weapon. 

The district administration which prevents 
the largest number of child marriages is 
given credit and the press highlights stories 
of 'successful' attempts to stop them. This 
appreciation is shown despite the fact that in 
most cases the officers mobilising their agen¬ 
cies to stop child marriages have taken and 
given large dowries. And of course no child 
marriage ceremony is actually stopped—it 
simply takes place in great secrecy, perhaps 
with the added cost of paying off the author¬ 
ities. 

Bhanwri was raped by Badri, Gyarsa, 
and three others; but are not many more 
responsible? Is not the government also res¬ 
ponsible for forcing targets on her on an 
issue which gives it an apparently socially 


progressive image. Ate not the committed 
functionaries responsible for continually 
compromising in the attempt to find space 
within? Are social activists not responsible 
for suspending their critical faculties and 
participating in the contradictory business of 
government- sponsored social change? And 
finally, even Bhanwri and other sathins will 
have to introspect and ask themselves whether 
they want to continue to be used as pawns in 
the hope of getting a permanent government 
job. How vested is their interest? 

Now that the culprits are finally behind 
bars it is time we asked ourselves these basic 
questions. Vast sums of money are coming 
in from the west for lip-service development 
and cosmetic social change. If'we continue 
to provide credibility there will not only be 
more casualties like Bhanwri but the process 
of genuine change will be discredit^. Un¬ 
fortunately it seems as if the trend continues. 
The recent increased involvement of volun¬ 
tary organisations in the WDP, and the 
unionisation and wage demands of the sathins 
are two different examples of continued ac¬ 
quiescence. 

The whole WDP decided its course when 
It spoke for continuation and an attempt to 
fight from ‘within the system’. The threat of 
mass resignation on the day after the rally 
was openly stated to be merely a threat. 
Clearly the vested interest of being in a 
government job weighed heavily on the minds 
of those who were in it. Hiey viewed the 
issue of rape as a very serious one. Yet there 
were limits to the degree of open confronta¬ 
tion with the authorities. Obviously the next 
step was conventional unionisation so that 
protection could be provided from within the 
system. 
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And while the demand Iqf the uthins to be 
made fid) time government servants with 
commensurate pay scales is in one sense 
[iliinate; clearly it is a larger s^ towards 
_ j thdr own freedom of action. One is 
forced'to ask the question—what is more 
important, the cause they are woiking for, or 
themselves? Or are they both synonymous? 
It is ironical that a programme that began 
with the objective of empowering women, 
sod poor women in particular should get 
focused on issues of salaries and teiiUre for 
the ‘volunteers’ themselves. 

The enrolment of more active NGOs to run 
district IDARAs of the WDP is another 
successful step in the process of co-option of 
the language and inspiration of chwge by 
the state machinery. By the nature of their 
existence, NGOs have drawn great strength 
om being outside the structure of the gov- 
nment. It has given them flexibility, and 
ability to deal with social issues with 
courage and sensitivity. Their criticism of 
the government and its programmes has very 
often had a salutary effect on the programme. 
Recently however, the government has found 
It convenient and effective to use the NGO 
structure also. The irony of this contradicto¬ 
ry hybnd is best reveked by government 
organised non governmental organisations 
(GONGOs) like IDARA. 

With the government managing to rope in 
prominent NGOs to run GONGOs like the 
district IDARAs this process of co-option is 
even more visible. For an administration thpr 
increasingly responds only to pressure, one 
sed hardly wonder whose influence will be 
greater in this new form of official relation¬ 
ships. In the process of change, NGOs had 
carved a niche for themselves, and managed 
to raise and highlight issues which the polit¬ 
ical parties and the establishment had chosen 
to Ignore. In doing so it had forced the 
establishment to give such issues legitimacy. 
As NGOs take one more step in the direction 
of being part of the establishment, there is a 
need for a critical evaluation in order to 
understand where they will stand when there 
are conflicting interests. To speak a radical 
language has always been fashionable. 

I Today, it is also profitable. However, when 
I thought out and half hearted radical ef- 
bris are made by people who want to have 
'the cake and eat it too—the process of change 
has a major setback. People like Bhanwri, 
on the frontline of such efforts are the 
ones who will continue to suffer from the 
fall out. 

That there is a great need for socio¬ 
political change does not even need to be 
stated. But the government cannot lead a 
campaign for change against a system it 
represents. The government can be 
pressurised. Its laws can be used. It can be 
made more accountable. Its internal contra¬ 
dictions can be exposed. Its money can be 
made available to the public to whom it 
dly belongs. Its morecommitted function- 
^pes can genuinely help. But it cannot lead 
^ a revolution against i‘.self. 

Bhanwri's case must leach us that socio¬ 


political chai'je must be rooted and conw 
from the people. The issues, and the methods 
of dealing with them must be formulated by 
those who have a vested interest in change. 


WE are in the fourth year of the SAARC 
Decade of Girl Child (1991-2000). The 
enthusiastic response to the growi ng concern 
for the survival and overall development of 
the girl child in the SAARC region prompted 
the heads of the concerned governments/ 
states to declare in 1991 the period, 
exclusively for the girl child. The government 
of India, in pursuant of this declaration, 
prepared a National Plan of Action focusing 
on three major goals; survival, protection 
and development of girl children in the 
country, while emphasising the needs of 
those belonging to special and vulnerable 
groups and the adolescent ones. In the 
National Action Plan that was prepared, it 
was said that “this Plan of Action for the Girl 
Child will help sustain the consciousness 
aroused all over the country and achieve the 
goals set for a brighter future of the girl child 
in India within this decade.”' 

Here we try to expose the built-in-depres¬ 
sion the girl child is still steeped in by 
highlighting the findings of four very recent 
studies, two on West Bengal, one each on 
Bihar and eastern Uttar Pradesh, supported 
by our micro-surveys. The revelations, 
certainly, do not go in favour of the much 
vaunted declarauon and the Indian leaders 
who had been signatories to it. 

As for West Bengal, surveys were carried 
out in slums in Purulia town, and in the 
Bandoan bloc in Purulia district. Three 
villages, Pukuikata, Kuilapal and Paharpur 
in the bloc were chosen for this purpose. The 
same survey, sponsored by the Institute of 
Local Government and Urban Studies and 
the United Nations Childrens Fund 
(UNICEF), was also carried out in two other 
villages, Harinathpur and Chuakhola under 
Falakata Ps in Jalpaigun.^ The second set of 
findings on the state were by the School of 
Women’s Studies, Jadavpur University, and 
covered four villages of Burd wan and South 
24 Parganas districts and a ward (No 79) of 
the Calcutta Municipal Corporation.’ The 
study on Bihar, which includes Hatiakan 
village in Patna district, Purana Dumka in 
Dumka district and Punasiya in Deoghar, 
was conducted by Centre for Womens 
Development Studies, Bihar. In eastern Uttar 
Pradesh, the study was by the Centre for 
Women’s Studies and Development, Benares 


We must be aware of prediely who ii uaiiig 
whom when we collaborate. And finally, w« 
must not let monetary handouts pull the wool 
over our eyes. 


Hindu University, and itcovered four villages 
in Varanasi and Sultanpur districts and two 
city wards. My own micro surveys are in two 
gram panchayats in Midnapore district, Sauri- 
Kotbar and Sabra under Danton Bloc II on 
the Kharagpur-Contai road. 

The surveys by the School of Womens 
Studies, thoseon Bihar, eastern Uttar Pradesh 
and Midnapore are pointers to the wide gap 
between promises and actions, temporary 
outburst of emotion and sincerity of purpose, 
illusion and reality. 

As for literacy, wide inter-sex disparities 
arc highlighted by the studies concerned. At 
Kuilapal, Pukbrkaia and Pahaipur in Purulia 
district and Harinathpur and Chuakhola in 
west Dinajpur, north Bengal, the males 
dominate the scene. 

The details are as follows; 

Kuilapal-male/64.63 per cent, female/ 

28.75 per cent, Pukurkata-male/32.31 per 
cent, female/1.85 percent. 

Paharpur-maIe/60.S6 per cent, female/ 

11.76 percent, Harinathpur-male/71 percent, 
female/52 per cent. 

Chuakhola-male/63 per cent, female/ 
46 per cent. 

The UNICEF survey at the Purulia slums 
finds 57 per cent of males literate, whereas 
the females were 40 per cent. The age group 
of the respondents was 5-15 years. In the 
higher group, the literacy rate for girls 
registers a sharp fall of 26 per cent. 

The School of Women’s Studies, JU 
survey of 600 households furnishes some 
interesting detai Is. Says the report; “As far as 
mothers’ perceptions in the matter of the 
desired levels of education for boys and 
girls, some contrasts may seem quite 
interesting. It is seen that 4.5 percent mothers 
felt that there was no point in educating girls, 
while only 0.5 per cent felt the same way 
about boys. Around 19 per cent mothers said 
that it was enough, to educate girls up to 
pnmary level or to just teach them to read 
and write. Less than 4 per cent mothers, felt 
similarly about boys. Whereas 33 per cent 
mothers wanted their daughters to study as 
much as they aspired, around 40 per cent 
wanted this for their sons.” 

Ail the 24 girls in Midnapore who 
responded to this researcher’s surveys are 
school going and want to continue their 


Girl Child in Three Indian States 

Ashim Mukhopadhyay 

While education i$ essential for empowering the girl child, it is even more 
important to recognise the services she renders. Household surveys in 
West Bengal, Bihar and eastern Uttar Pradesh reveal that all girl children 
in rural households are in fact disguised child labourers, with the degree 
of exploitation varying with socio-economic backwarcbiess. 
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studies and of them four had been voluntary 
trainees in the literacy campaign None of 
them seem<surc about how long they will be 
able to continue their education Seventeen 
girls consider education as a weapon to 
empower themselves and ot them seven 
prefer service, two want to be teachers and 
five want to join the medical profession 
Alarmingly seven other girls seem to be 
extremely fatalist and cannot think beyond 
becoming typical house-wives ortarm hands 
Of these 24 girls 17 allege discnmination in 
terms of educational and nutritional facilities 
within the households All the four student 
cum voluntary trainees, already mentioned, 
even apprehend an abrupt termination of 
their academic career because of capricious 
whims of their fathers, who are staunch 
believers in purdah This takes us back to the 
School of Women’s Studies findings that 
says "more than 21 per cent parents wanted 
their daughters to become good housewives 
Only6 Swantedtheirdaughterstobedoctors, 
6 3 per cent wanted daughters to be school 
teachers and 6 7 per cent preferred some 
service but did not specify the matter" 

Bihar is very backward as regards the 
status of women Ridden with traditional 
age-old fnidal values and lacking exposure 
to the processes of urbamsation, universal 
education and modernisation, its society is 
characterised by innumerable restnctions on 
women and girl children Consequently, the 
percentage of female literacy is very low and 
female mortality rate is high Gandhiji once 
said “When you educate a boy, you educate 
an individual and when you educate a girl, 
you educate a family ’’ According to the 
CPWDS, Bihar, *71 3 per cent respondents 
have illiterate mothers, 2 3 per cent 
respondoits have literate mothers” ^Though 
literacy rate in the state has increased from 
19 9 pneent in 1971 to 26 percent in 1981, 
that of females is not having a smooth run 
Male literacy rate in urban areas is 62 6 per 
cem and 34 4 per cent in rural areas Female 
literacy rates In the two sectors is far below 
39 8 per cent and 10 per cent respectively 

The wide difference in female and male 
litency rates is reflected in the low enrolment 
of girls at schools, compared to boys In the 
Class W category, the percentage of girls is 
32 S compared to the boys’ 107 S In the 
Class VI-VIII category, the enrolment ot 
girls IS only l4 7percentcomparedtoboys' 
43 8 per cent 

In fact, people in Bihar think that it will be 
difOcult to ^t girls married if they are 
educated Because, parents will have to pay 
moie dowry It is interesting to note that the 
Muslims at Sabra gram panchayat in 
Midnapore, who are well linked to their 
Bihan counterparts in terms of language and 
culture, zealously propagate the same views 
Take Abdul Mannan, a retired state govern¬ 
ment employee He does not want women to 
go beyond the Madhyamik examination In 
fact, his first three daughters could not go to 
any college, but he is determined to make his 
son, an M Sc and sit for the IAS Whenasked 
why he did not prefer higher education for 
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ds'xlaughters. Mannan got visibly annoyed 
ind said:.“Do you want them to secure a job 
md make it an alibi to move about till late 
nto the night and marry a Hindu oraChristian 
oy? Impossible.” (Interview with Mannan, 
>ecember24,1994). 

In eastern Uttar Pradesh, 42.2 per cent of 
he responding girls have never attended any 
chool. Of the scheduled castes and tribes, 
tnly one-fourth and one-third respectively, 
lave been able to join schools. Reasons for 
10 attcndance/drop-out are 66 per cent 
tonomic and 65.2 per cent familial.' 
nterestingly. 88.2 per cent upper caste girls 
re found to be studying, indicating clearly a 
Dwer drop-out among the advanced com- 
nunities. Parental disinterest in reading and 
anting as sKill.s to be developed equally by 
oth sexes emerges most sharply among girl 
hildren nearly SO per cent of whom reported 
at the skill was appropriate for boys only. 
Tie UP government's reservation policy in 
ducation and employment for scheduled 
astes and tribes is certainly perceived only 
or boys. 

Coming back to Bihar, we find that 17.3 
er cent of the respondents (600) have no 
pecific ideas about their future career 
idicating the extreme indifference and 
italism they are being drawn into. Again, 
lose who want to continue their studies or 
ursue a career are mostly urban, upper caste 
igh income groups or financially better offs 
nth mothers highly educated and ambitious 
^hich shows that the social background of 
ie respondents does have significant 
rlationship with plannings to further their 
arecr. 

Only a few girls are really so fortunate, 
he rest, the vast village-based, socio- 
conomically depressed ones are coldly 
eated and made to work as hard as draught 
nimals by their parents or male elders. The 
ictuie is the same not only in the states 
oncemed. but all over the country. Some- 
ines, they have to take over the full burden 
f household chores, so that their mothers 
lay work outside to beef up the family 
icome. They represent child labour in dis- 
uise in their own households. This takes us 
:raightway to the question: what is child 
ibour? 

Disguised Child Labour 

Article 24 of the Indian Constitution 
ealing with fundamental rights, says: “No 
hild Mow the age of 14 years shall be 
mployed to work in any factory or mine or 
e engaged in any hazardous employment.” 
article 45, that speaks of the directive 
nnciple of state policy, declares that the 
ate shall endeavour to provide within a 
enod of 10 years from the commencement 
f the Constitution, free and compulsory 
lucation for all children until th^ com¬ 
pete the age of 14 years. Again, die Baroda- 
ised Operations Research Ground and 
angalore’s Concerned for Working 
hildren define child labour as one in the 
T5 year age group, engaged in remunera- 
work widi or without pay within or 


outside the family at any hour of the day. If 
judged by these standards, all girl children in 
rural households in the country are nothing 
but disguised child labourers. Patriarchal 
society throughout the world docs not 
recognise the services rendered free of cost 
by the girl child and the intensity of this age 
old exploitation vanes according to the socio¬ 
economic backwardness of the people con¬ 
cerned as visible more in rural areas orslums 
in a city. 

Of the 24 girls interviewed by this 
researcher 17 reported back-breaking, 
tiresome work. They arc staying either with 
their parents or uncles. Take Rekha Patra 
(10), daughter of the late Hari Patra. She 
stays in the household of her maternal uncle 
along with her mother. The man, a farm¬ 
hand, has developed a peculiar habit of giving 
the girl a good beating every day without any 
provocation before sending her off to the 
kitchen to cook food. Of course Rekha does 
not receive any money. 

A girl child’s woik is considered non¬ 
productive and non remunerative by the 
menfolk of her family. Another survey 
conducted by this researcher at Kultikari, 
Sabra, Tutranga (Midnapore) and Raspur 
(Howrah/Amta Bloc I) panchayats shows 
that on an average a girl child performs 30 to 
35 types of tasks throughout the day 
especially if the school is closed or if she is 
adrop-out, and her workload increases during 
the p^ seasons. The survey was conducted 
in December 1993 when the daily w^e at 
Sabra village was Rs 24 -i- rice and muri 
(costing Rs 5-6) and a bundle of bidi and a 
match box. In .some other parts of the village 
the rate was Rs 28 and bidi and a match box. 
Now, if a small or marginal farmer or a 
sharecropper has to employ labour to attend 
to his household chores, this will mean a 
constant loss of his meagre income. Hence 
he exploits his daughter or grand-daughter 
or niece or the daughter-in-law or the young 
wife, whatever may be the girl’s familial 
status. Hie patriarchal society, that looks 
down upon its mother as a second sex, 
approved of such exploitation and injustice. 

Same is the experience of the School of 
Women’s Studies, JU at the four villages 
under its survey. At Phulmalancha, a 
remote village under Basanti Ps in South 
24 Parganas, the re.cearchers found women 
doing a lot of useful and productive work. 
But it were the men who marketed the produce 
and grabbed the money. The males during 
talks shrugged off the femalefolks role or 
remained ignorant of it. The ILGUS survey 
remarks: “It is a common experioice in 
rural areas that women render very useful 
service to their male family relations in 
culti vation and in carrying out differmt non- 
agricultural activities. Formally these jobs 
are taken to have been done by males and 
wages are received by them.” 

Denying a woman recognition and remu¬ 
neration for her work in a household has 
been a phenomenon quite common all over 
the world, more so in the underdeveloped 
countries. According to an FAO estimate. 


“sometimes women's work could be longer 
than men’s by as much as43 percent. Many 
parts of Africa have a large incidence of 
female-headed households where women 
undertake the sole responsibility of growing 
food. It is in spite of these facts, women have 
generally been seen as consumers and not as 
producers in the book-keeping system of 
development. Such attitudes have resulted in 
not only adversely affecting the consumer 
status of women, Mt have also put develop¬ 
ment projects in jeopardy. Since women’s 
role is vital they should be includetj asexjdicit 
target groups in rural development. 1^ 
reforms and technological infusion. Tliit 
requires a prior understanding of women's 
work in different geographic and cultural 
settings.”* 

Education is essential for empowering a 
girl child, but she also requires a sincoe 
recognition of the services she renders. All 
the surveys mentioned show that her job 
opportunities are distinctly narrower than 
that of men and the wage rates lower and 
highly exploitative. In the three Purulia 
villages, inter-sex disparities in employment 
are as follows. Pukurkata-male/69.23 per 
cent, female/1.85 per cent. Kuilapal-male/ 
77.78 per cent, female/21.25 per cent, 
Paharpur-inale/70.42 percent, female/11.76 
percent (UNICEF 1989]. 

Employment assistance provided under 
IRDPin 1984-85 had 12,106 male beneficia¬ 
ries against 921 families. In 1988-89, the 
corresponding figures were 12,590and 5,406 
indicating considerable improvement in 
women’s position even as the latter did not 
come up to even the half of the male number. 
Under the Trysem programme that aims at 
promoting income generating skills, number 
of male teneficiaries went up from 1,438 
in 1984-85 to 1,743 in 1988-89 while the 
females covoed during the same periods 
were 80 and 93 respectively [UNICEF 1989]. 

Of the600households studied by CFWDS 
in Bihar. 96.5 per cent girls were found 
engaged in household work, which is not 
considered as ‘work’ either by the definition 
of work or by parents. Only 3.3 per cent 
respondents reported on doing some remune¬ 
rative jobs and “when asked about the plus 
point of being employed, they saideconomic 
independence was the most important factor 
to motivate them to seek a job.” 

The situation is worse in eastern UP where 
in 600 families from four villages and two 
city wards, only 13 girls reported gainful 
employment. Majority of the respondents, 
belonging to the backward classes were 
indifferent about their future as well as 
Vorking conditions and seemed to have 
submitted themselves to their fate. 

While upper caste well-off girls (44.6 per 
cent) had plans to pursue ^cation ind 
carctr, 67.8 per cent of the class from both 
urban and niral areas wanted to get married 
((3WSD1993). Bat marriage does not ensure 
a cakewalk. It just leads to the second phase 
of bondage in a girl's life, a bondage mudi 
longer, more terrible, more unbear^le than 
the years spent at parental home. With 
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mamage she is just thrown from frying pan 
into fire ^arly mamage is still rampant in 
the three 'tates under discussion Taking the 
three Purulia villages together more than 65 
per cent of the housewives were mamed off 
before 16, while the figure for the two 
Jalpaigun villages for the same age, happened 
to 42 per cent In the Bihar villages, as 
already mentioned, “Out oi 64 mamed girls, 
30 were thrown into the cauldron between 
13 16 years In eastern UP an overwhelming 
number of the mothers responding to the 
survey, happen to be victims of this obnoxious 
practice Among them, more than half were 
mamed betore 13 The rest were mamed 
between 13-16 years and 16-18 years with 
preponderance in the first category" 
(Cf%DS) In West Bengal, It can be said that 
early marriage is prevalent in all the districts 
varying in intensity During October- 
November 1989 this researcher while in¬ 
vestigating changes in demographic pattern 
in the districts bordenng Bangladesh had 
been a witness to several such marriages in 
Nadia, Murshidabad and Malda districts 
More than 90 per cent of the bndcs seemed 
to be in the 12-group and the grooms, 
hardly above 18 

All the respondents this researcher met at 
Vivekananda Manab Kalyan Samity, an NGO 
at Saun (Midnaporc) complained of attempts 
by their fathers to marry them off, putting an 
abrupt end to their education The girls were 
below 17 Infact.theexistingChildMarnage 
(Restraint) Act, 1978, that has tixed the 
minimum age of marnage for boys at 21 and 
(or girls at 18 and made any violation ol the 
provision a cognisable offence, is being 
shown utter disrespect by the guardians ot 
the two sides The Bihar CWDS study 
mentions a survey by H N Singh with 122 
persons— 81 males and 41 females, which 
shows that about two-third of the respon¬ 
dents were mamed off belore 15 About 50 
per cent of the females admitted they were 
mamed before they had completed the age 
of 10 

barly mamage denies a girl an opportunity 
for development and increases the nsks of 
immature babies, and infant and maternal 
mortality, gynaecological complications, 
repealed pregnancies to make up the loss of 
male issues As per medical advice, a girl 
needs tour to live years for her physical 
growth after attaining puberty This t s denied 
when she is married oil young and this leads 
to a VICIOUS cycle The situation is all the 
more discouraging in the Muslim com¬ 
munities, where restrictions on education, 
polygamous traditions, false notions of 
economic well being through having more 
kids encourage and defend early mamage 
mon: enthusiastic ally than any otherrcligious 
gioup AtSabra there arc many young house¬ 
wives who have already given birth to five to 
eight c hildren At Dhaneswarpur a village 
under the Sabra pane hayat a Muslim gentle 
man has got 16 chtidren through his two 
wives Instances such as this are many 

Already weakened by discnminations in 
terms of nutntion and health care in their 


parental home, a girl child finds her fate 
sealed off permanently by an untimely mar¬ 
nage Henceforth, she is to act like a beast of 
burden a baby-producing machine and a 
tireless lover in bed M A Mannan nghtly 
says that “woman remains the last colony, 
the last serf, the last minor in many respects 
We conclude with the tragic story of Rumpa 
Senapati, a 10-year old girl at Dhaneswarpur 
Her father is a small peasant and also trades 
in molasses Rumpa s mother, Shibant (32) 
got her elder daughter, Mithu married at 15 
to a retail seller of fish Before mamage, 
Mithu used to read in Class IX at a local 
school and assist her mother by attending to 
many household chores Only a month ago, 
her husband gave her a good beating 
following a brawl and she tned to hang 
herself She was saved but the rope left a 
deep scar on her throat Mithu narrated the 
incident to this researcher The irony is that 
Shibani seems to have learnt nothing from 
Mithu’s misfortune She has now yoked the 
younger daughter, Rumpa, to the treadmill 
of the household Listen to the little girl In 
an interview she says “Except-the examina¬ 
tion times, I get up early in the morning, 
sweep floors and if mummy goes out I cleanse 
utensils and cook food I then serve food to 
daddy and my two brothers, feed the cattle 
and look afler the poultry Also I give the 
courtyard a wipe over with water and cow- 
dung and light lamps at the Tulshi Mancha in 
the evening My brothers do not work so 
hard, yet they get good (ood and better 
treatment Mummy beats me ifshe finds any 
fault but spares my brothers ‘ Rumpa wants 
to continue her studies, but is not sure about 
her future ” Mummy says girls should not 


have any desire but go on woricing Rumpa 
also collects fuel, fodder and water for the 
household everyday The time is not far ofL'f 
when she will become accustomed to sucIm 
exploitations and regard her status within the 
tamily as inferior to her brothers She will 
grow up and have a family of her own, she 
too will inculcate the same biases in her 
daughter's psyche, consequently perpetua¬ 
ting this mode of behaviour in future 
generations 
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Keaenning me uooa soaeiy 

A North-South Dialogue on Challenges 
of 21st Century 


Vasant Govniiiker 
Ignaqr Sachs 




The complex problems facing humamty demand the evolution of a strategy 
of sustainable development in which both the north and the south 
recognise their distinct responsibilities and design synergistic strategies 
for both groups of countries. 


ON the occasion of the 1992 Indian Science 
Congress a group of distinguished scholars 
set to explore the interconnectivities and 
action possibilities related to science, 
population and development. Their effort 
culminated inabook,' now in its third edition, 
centred around three broad topics; 

—the prospect for the demographic transition 
in India conditioned by a real social and 
economic transition; 

—a sober assessment of the challenge 
represented by the need to satisfy on a 
sustainable basis, sometimes in the second 
hdf of the 21st century, the needs of a 
stationary Indian population of 1.6 to 1.8 
billion—the inevitable billion plus, even if 
there are reasons to believe that the rate of 
fertility will go sharply down in the next 
decade or two; 

—the contribution expected from scientists 
capable of blending techne and cpisteme, 
the popular know-how and the most 
advanced science. 

The joint effort of the authors unfolds a 
strategy of sustainabledevelopment forindia. 
Why only India, such a strategy has in it the 
basic ingredients many of which would be 
just as applicableelsewhere. In a similar vein, 
but a much larger scale, was the stimulus 
provided by the 1992 Earth Summit, held in 
Rio de Janeiro, to reflect on a planetary scale 
on ways to promote a smooth transition 
towards socially equitable, ecologically viable 
and economically efficient development 
paths. 

For that, it is necessary for the north and for 
the south to recognise their distinct 
responsibilities and to design in both groups 
of countries different yet synergistic 
strategies,* though it is easier said than done. 

The whole world must finally grapple with 
theGandhian question: Howmuchisenou^? 
The answer to be arrived at would have to be 
viable in toms of sustainability andeventually 
applicable universally to be of real practic^ 
value. The north just would not be able to 
continue to be as profligate as at present and 
must begin making the transition from its 
present lifeandconsumption styles by shifting 
loless energy-intensive resource-use patterns. 
Establishing an equitable trade pattern 


between the north and the south, transferring 
of resources from north to south to reverse the 
present trend of a net outflow of resources 
from the south to the north, as well as making 
certain environmentally friendly northern 
technologies freely available at non¬ 
commercial, reasonable prices are three 
additional important dimensions. 

As for the south, it ought to recognise the 
patently non-viablenatureof northern patterns 
with at least two criteria of sustainable 
development mentioned above—social 
equity and environmental viability—even 
for the north. Through imitation the south 
may only expect to recreate enclaves of 
northern style modernity for the benefit of a 
minority and at the expense of the majority. 
Hence the need both for the north and the 
south to steer newer and original development 
paths, informed by a more egalitarian vision 
of the society and a different hierarchy of 
needs—another Gandhian question. Hence¬ 
forth, further advances in the north and 
development in the south should rely, as 
much as possible, on a resourceful use of 
renewable resources. A biomass-baseo 
modem civilisation is not only possible but 
necessary and. in this respect, tropical 
countries have a comparative advantage. 

India’s contributions to the search of a 
planetary suategy will matter for a variety of 
reasons; 

—almost one in every five citizens of the 
world will be an Indian; 

—the country has a solid ethical and 
intellectual tradition of looking for an 
original development path, while main¬ 
taining an open dialogue with the rest of the 
world; at a moment when the south, the 
north and the east all experience an urgent 
need to overhaul their failed or exhausted 
models, India’s post-independence refusal 
to apply ready-made solutions and her bold 
attempt at pioneering a ‘third way’ 
constitutes an important precedent, 
whatever thejudgment on her achievements 
and failures over the last 40 years; 

—India has a large pool of committed and 
competent scientists willing to engage in a 
mutually educating dialogue with their 
counterparts in other countries and more 


particularly, to confront their views with 
those of fellow scientists from the north. 
The Indo-French book project focusing on 
strategies for the 21st century arose out of 
these considerations. 

The problematique of the book is very 
broad and, at the same time, bewildering. A 
Martian technocrat disembarking on our 
plpnei, using global statistics would mM 
certainly reach a very optimistic conclusim 
about the prospect fpeing the inhabitants m 
the Earthship. 

Thanks to the progress of science and 
technology already achieved, the age of {denty 
is within sight. 'The basic needs of all the 
humans can be easily satisfied with a reduced 
burden of work so as to free peoples’ time for 
thecultural, spiriuial and ludic activities more 
congenial with the uniqueness of the human 
species. Although serious uncertainties 
remain as to the environmental impacts of 
some technologies in use and of excessive 
fuel energy burning, alternative solutions 
could be worked out by scientists and easily, 
implemented. 

Yet, the reality is poles apart from this rosy 
picture. The world is engulfed by a deep 
social crisis, compounded by environmetitrd 
disruption. Its causes are multiple^ 

—the inequalities built in the working of tite 
economic systems, both within nations and 
between nations, leading to the twin 
processes of excessive accumulation of 
resources in the hands of a minority and of 
deprivation of the majority; environmental 
disruption occurs at both ends of the 
spectrum: the affluent minority with its 
present life-styles indulges in 
overconsumption of scarce non-renewable 
resources, the deprived majority, in order to 
survive, overtaxes the life-supporting 
systems to which it has an insuffldent 
access; 

—the terribly wasteful and environmentally 
careless patterns of resource-use: the 
cmitinuing potlatch represented by the piling 
up of armaments, the exceedingly high 
operational and transaction costs of the 
socio-economic and political systems; the 
paroxysm of ‘creative destructiveness’ of 
the pi^uctive capacities prompted by an 
ill-conceived search fw competitiveness, 
the accelerated obsolescence built-in into 
equipment and the so-called ‘durable’ (lie) 
consumer goods; 

—the inadequate priorities of technological 
research biased towards solvable demand 
and not towards the satisfaction of basic 
needs; 

—above all, the worst form of irreversible 
loss represented by the wasting of human 
lives of all those deprived of their ri^t to 
work, to earn a de^t livelihood and to 
unfold the potefiiials present in every human 
being; in modem societies the poor become 
increasingly useless; alienation and 
exclusion take the place of exploitation. 
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Thus, the (oots of the social and 
envuonmental cnsis do not he in the scarcity 
of resources Nor, contrary to a widespread 
fallacy, tn the population explosion The 
non-consumers cannot be blamed for 
overconsumption of fossil energy and other 
resources Of course, the demographic 
transition is desirable, as e''ponential growth 
of human population in a finite planet cannot 
be sustained for ever 
But, as pointed out by several contributors 
to the Inevitable Billion Plus, it is not 
stenlisauons or contracepuve technologies 
that bringdown the rate of population growth 
but basic economic and social transition Porthe 
850 milhon uneducated and poor Indians the 
argument that a small family is a happy family 
does not sound convincing The causal link 
between populauon growth and poverty works 
bodi ways and to break the viciouscirclebetween 
the two eradication of poverty and upgrading of 
social condibons are the first pnonty 
An important feature of the present cnsis is 
that It affects, albeit in different forms and 
with unequal intensity, all the three groups of 
countries the late peripheric capitalist 
countnes of the south, the so-called countnes 
in transition from the collapsed real 
socialism’ to market dominated economies 
in the east and, last hut not least, the 
industnalised countries ot the north plagued 
by structural unemployment brought about 
by growth without employment and by a 


diversion of resources from real economy to 
the great financial casino 

By far the most spectacular event has been 
the sudden collapse of the Soviet Union and 
the discrediting of the centrally planned 
command economy, paradoxically at a 
moment when it could theoretically rely on 
the technical support of powerful computers 
The countnes of the east are confronted by 
the daunting task of carrying out 
simultaneously a structural adjustment, a 
profound restructunng of the economy and a 
complete overhaul of economic and poliucal 
institutions, while facing the prospect of mass 
unemployment and dealing with a particularly 
severe environmental cnsis, for which they 
are not prepared 

Yet. their predicament and the failure of 
thci r socio-economic system do not constitute 
a proof a contrario of the excellence of 
capitalism It is enough to look at the 
exceedingly high political, social and 
environmental pnee paid for the advances in 
average economic growth and several other 
indicators by the countnes of the third world, 
to realise that a sharp departure from the 
present trends is called for, if the objective is 
sustainable development as defined above 
achieved through a democratic regulation of 
mixed economics' This applies equally to 
the south Asian tigers, that have an 
uninspiring political and an appalling 
environmental record 


Even more significandy, die welfare states 
in western and northern Europe—a symbol 
of civilised and socially responsive 
capitalism—are showing signs of exhaustion, 
unable to resist the combined pressure of low 
rates of growth and of a labour-displadng 
technical progress The welfare systems have 
worked well, so long as they were not being 
put too much to contribution under condibons 
of rapid growth and almost full employment 
But now, when the need for social proteebon 
is most pressing, they are crumbling under 
their cost, not spedemg of the fact that mere 
putting of the unemployed on the dole does 
not shelter them from social exclusion and 
loss of dignity, work in our sonebes sbll has 
a major socialising fonebon 
Social exclusion, spabal segregabon,ethmc 
tensions and dualisation of the economies— 
themes once reserved to the discussion of 
peripheric societies—have acquired a 
universal pertinence A severe deficit of 
economic and social democracy has become 
d common challenge of the south, the east and 
the north alike with no easy solutions in sight 
More and more, the international 
coni igurabon acts mote as an obstacle than as 
a facilitator The world economy has gone 
through a structural transformation brought 
about by three 'decouplings’ (Peter Elrucker) 
the di vorce between the growth of output and 
the creation of working opportumbes, the 
gap between the GNP and the volume of raw 
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nt#tpri«u tod commodide* requirad to 
ptodoceitand, last but not least, theloosoiing 
of the link between the real economy and the 
financial speculative sphere expanding in a 
totally uncontrolled way. 

Rising productivity 1$, of course, welcome 
if propo'ly managed in terms of equitable 
shuing of the sodally required work and of 
the product obtained. But this is not die case 
at present Tbe pricing of commodities 
requires international agreements and 
stabilisation schemes which forty years of 
discussions have failed to yield. The north- 
south impasse continues unabated. Absence 
of controls on the global financial markets, 
capable of curbing speculation which attracts 
resources to the detriment of productive 
investment, constitutes the basic weakness of 
the Bretton Woods institutions. The IMF 
, does not stand up to its original purpose, 
preferring instead to play the role of the 
guardian of monetarlan ordiodoxy, imposing 
on developing countries deflation, 
devaluation and deregulation irrespective of 
the prevailing, conditions and of the social 
cost incurred. 

Recession and unemployment sharpen the 
stniggleformarkets. Comp^tiveness is being 
sought by all means, i^thout distinction 
between iu legitimate and spurious sources, 
such as depressed wages, severe underpricing 
of energy and raw materials, and predatory 
exploitation of natural resources. Left to the 
free interplay of market forces, enterprises 
externalise social and environmental costs of 
production, playing havoc with the rules of 
social equity and ecological prudence. That 
it why redefining of the regulatory role of the 
states and of biting rules of the game on the 
international scene is urgently called for. The 
1992 Earth Surhmit attv^ this task, which 
will be continued in 199S by the Worid 
Social Summit of chiefs of states and 
governments. Two entry-points could be 
tnstnimental in channeliing die debate 
towards operational considerations. 

On the one hand, it is necessary to outline 
need-onented ecodevelopment strategies, 
t e, to make sure that the economic system will 
be able to produce without further 
environntental disruption all the goods and 
services required to meet the basic needs of 
the world population. The concept of basic 
needs is understood in its 'strong' version 
(Ben Wisner); It is up to the populations 
concerned and not to technocrats using 
abstract norms todefine them in thdrcoitcrem 
diversity, while at the same time dqiloying 
their resourcefulness by identifying in each 
ecosystem—be it niral or uiban—the latent, 
underutilised or misused resources to be 
tapped and/or redirected. Ecodevelopment 
stnoegies ought to be ecosystem, culture and 
site-specific. That is why greatm’ local 
autonomy and meaningful peoples’ 
participation are requited, whkdi shouldbot 
be misunderstood, howevn, as a way of 


shumiing the lesponsMity ttf the coitral 
states and of the international system. 

On the other hand, in order to make 
correspond a solvable demand to the 
production of satisfactors of basic needs, 
ecodevelopment strategies ought to pay 
special attention to the creation of 
opportunities to work and earn a decent wage 
and/or to self-produce the livelihood. 
Employment cannot be treated as merely 
resultant from the rate of economic growth. 
Fine-tuned employment policies are called 
for exploring tbe job opportunities in the 
following areas; 

—resource and energy conservation and 
recychng, as well as better maintenance of 
the existing stock of equipment, housing 
and infrastructure; 

—the prospect for a highly productive small- 
scale agriculture made possible by the 
second, biology-based, green-revolution; 
—the scope for expanding the biomass-uses 
for energy and industtid purposes; 

—the potential for niral non-agncultural 
employment in decentralfsed industnes 
bas«l on flexible specialisation; 

—the need for expanded public works in 
order to improve through better infra¬ 
structure the systemic competitiveness of 
national and regional economies; 

—the expansion of social services by n^ns 
of highly labour-mtensivedelivery systems. 
An active policy of employment creation 
and productive insertion constitute the most 
effective way of addressing the widespread 
phenomena of social exclusion. 

Special attention should be paid to the first 
priority listed above, insofar as it tepresents 


aclearbaseofapositiv»«imgaiM,lnuMch 
socio-ecoDomle and enviranmenta] gains go 
hand in hand, the more so that many jeta 
created in the realm of resource conseivadon 
might pay for tiiemselves through the saving 
of resources achieved in this way. For obvious 
reasons, ecodevelopment stretegies should 
concentrate as nuich as possible on such ‘win- 
win’ opportunities, up to now rather neglected. 

The Indo-French book cannot pretend to 
explore in depth the multifaceted, complex 
and interconnected problematique just 
overviewed. We decided to be selective, 
choosing a limited range of topics; each topic 
would be treated by an Indim and a French 
author, expected to look at the problems from 
their own perspectives and moving from the 
singular cases of India and of Europe (as 
exemplified by France) to the consideration 
oftheglobal challenges facing the crew of the 
Spaceship Earth and of the distinct 
responsibilities of the north and of the south 
in transition strategies towards the 21st 
century. 

Notea 

1 Gowariker, V (ed): The Inevitable Billion 
Fiur, VichorDhanPablications.Pune, 1993. 

2 See Sachs, I, TraiuMon SiraugUs Towardi 
thelhtCtntuty, with a foreword by Maurice 
P Strong, Interest Publications for ReseaKh 
and Information System for the Non- 
Aligned and Other Developing Countries. 
Delhi, 1993. 

3 The collapse of the command economy and 
the utopian character of an integral market 
economy leave the mixed economy as the 
only possible mode of production. 
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The Flogging of Michael Fay 

Culture of Authoritariaiiism 

Vinay Lai 

In showing its approval of the flogging of Michael Fay in Singapore, the 
much touted 'American public’ in whose name the American political 
leadership performs its heroic deeds, has opened the lid on the can of 
American authoritarianism; this lid is now being sought to be put back 
into place. 


SOME weeks ago, Michael P Fay, an 18- 
year old American who has been living in 
Singapore fornearly two years, was sentenced 
by a court in Singapore to a prison-term of 
four months and commanded to pay a fine of 
$ 2,215; additionally, the judge, appositely 
named FG Remedies, ordered that six lashes 
be administered on Fay's buttocks, which 
may not remain snow-white for too long 
Fay, imagining that he'was in America, 
where a not insignificant number of people 
have made vandalism, not to mention murder, 
armed robbery, and aimless killing, their 
calling in life, with every encouragement 
from such quasi-fascist organisations with 
their largely imbecilic membership as the 
National Rifle Association, decided to amuse 
himself by vandalising cars with spray paint 
and eggs, and tearing down traffic signs 
which he then hauled home. Perhaps Fay had 
forgotten that the chicken does come home 
to roost; the eggs he threw fertilised, to Fay’s 
misfortune, in unexpected ways. Fay is no 
longer amused; he was shown emerging 
from the court in unmanly disarray, and a 
considerable campaign has been mounted on 
his behalf in order to dissuade the government 
of Singapore from carrying out the sentence. 
His mother has argu^ that the flogging, 
were it to be inflicted, will scar her son for 
life and leave him psychologically disturbed, 
but she appears not to have reflected upon 
the acute possibility that he must have been 
quite disturbed in the first place to conduct 
Umself in the altogether foolish manner in 
which he did, and that too in a place which 
brooks no nonsense from bored and un¬ 
supervised teenagers. No less a person than 
Bill Clinton, the president of the United 
States, implored the Singapore government 
to pardon Fay. 

Lest it be supposed that Fay is somehow 
being singled out to receive this cruel punish¬ 
ment as an American, it should be made clear 
that conviction for the offence of vandalism 
carries a mandatory sentence of flogging in 
Singapore. Every year nearly 600 people are 
flogg^ in Singapore, and of this number, 
slightly more than one-fifth are foreigners. 
Although flogging is described as a ‘cruel’ 
and ‘barbaric’ punishment, and forbidden 


outright by such agreements as the Inter¬ 
national Covenant on Civil and Political 
Rights, Singapore (along with Malaysia, 
where too flogging is administered for certain 
offences) is not a signatory to this agreement. 
Indeed, in this respect as in many others, 
Singapore stands apart. The rigidity of the 
laws by which Singapore is governed is 
suggested by the fact that the fine for not 
flushing a public toilet is about $ 32; more 
onerou.sly, and ominously, the fine for eating 
on the subway is $ 300. Gastronomic 
excesses, as nutritionists and scientists have 
been warning us for sometime, cany a heavy 
price.'H'he sale of chewing gum, the elixir of 
abovine America, is prohibited: that noxious 
substance, which has dulled many an 
American sensibility, is described (not 
incorrectly) as “a perennial nuisance". Diug 
trafflekers are put to death; if mere unlawful 
possession of a gun carries a life sentence, 
the firing of a gun not unexpectedly carries 
a death sentence. The debate that rages in 
Amenca over the possession of guns would 
be entirely incomprehmisible to residents of 
Singapore, while so-called progressive laws, 
such as the one passed nut too long ago in 
Virginia—in the teeth of opposition from the 
fanatical National Rifle Association— 
limiting the sale ofhandguns to any individual 
toone per month must appear to Singaporeans 
as farcical. 

Singapore has acquired, then, a formidable 
reputation as a place of ‘law and order'; the 
principal index of its safety is that women 
can travel anywhere in Singapore, even late 
at night, without any fear of bodily harm; a 
cordon sanitaire engulfs the small island. 
This is no mean achievement, and pertiaps 
one would be quite right to insist that no 
country can claim its adherence todemocratic 
norms when a large number of its citizens, be 
they men or women, are unable to have 
complete freedom of movement. Besides the 
safety of its streets, and the orderliness of 
life, Singapore must surely be the place 
destined to epitomise the Protestant craving 
for cleanliness. The fine ftH littering is the 
princely sum of $ 3,185, and pdlution (just 
as much as traffic) is regulated, among other 
things, by enforcing a strict limit on the 


number ofmw can allowed into theoottBtty 
each year. As an American tourist from 
Memphis, Tennessee, put it, "Everything is 
so clean here, you just fed safe and good. 
Nothing unpleasant could possibly happeo 
here. Cleanliness is next to godliness.”' Here 
in Singapore, tourists From middle America 
in their polka dot polyester dresses and 
elephantine shorts can feel at ease as th^ 
once did in their own towns built with the 
accumulated fortunes of Wrigley, colonel 
Saunders, and other purveyors of rubbish. 

The safety, cleanliness and extreme 
orderliness of Singapore’s streets are said to 
be the principal reason why Americans have, 
much to the surprise of human rights 
organisations and the small number of those 
who read and think, overwhelmingly 
endorsed the sentence of caning passed on 
Fay.^ Letters received at the Washington 
offlees of the senators and representatives 
from Ohio, the sorry state from which Fay 
hails, and at the offices of newspaper editors 
throughout the country, have unequivocally 
expressed their support for the government 
of Singapore’s undi minished resolve to keep 
Singapore free of crime and punish convicted 
offen^rs.' Castigating one wnter for having 
described Singapore as a “tight little 
dictatorship" given to “repression”, H Sam 
Samuelson of San Diego wrote that he saw 
“nothing wrong with repression when it so 
specifically and successfully marks crime 
and criminals and frees a society from fear ot 
Its own streets^iublic parks and front yards”. 
Another letter to the editor of the San Diego 
Union-Tribune expresses rejoicing at the 
knowledge “that there are still some societies 
that believe that a little corporal punishment 
is good for recalcitrant youth”.* Mike Royko, 
a nationally syndicate columnist with the 
Chicago Tribune, has repotted that ‘99 per 
cent’ of the letters he has received express 
jubilation at the impending flogging of Fay, 
and go on to suggest that “flogging should be 
part of [the American] justice system”. One 
man wrote to him that “maybe what we need 
in this country are the same laws and 
punishment they have in Singapore. We 
wouldn’t have the problems that we have 
today”; another expressed the commonly 
held view that “five or six whacks on the can 
with a cat-o’nine-tails is a great deterrent”, 
while a third was quite unequivocal in his 
lack of sympathy for Fay: “That American 
punk is getting exactly what he deserves. If 
we had similar laws. I’m sure our states 
wouldn’t be under control of the thugs and 
slugs.”* Nor is it to be supposed that women 
have considerably more compassionate 
feelings towards Fay; one woman pointed to 
the hypocrisy of citing supposed standards 
of decency and civility in America, given 
that “kids can shoot the face off their mother 
and not be found guilty, and a skater can 
conspire to seriously harm a teammate and 
still compete in the Olympics”. “Thank 
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goodness <w more soisiblepeopiedsewhae 
in the worid”. tier letter concludes, “who 
hold our standards in contemfu”.* 

Ashamed at the enthusiasm with which 
the Americans appear to have awaited Fay’s 
flogging, editorialists—who must now take 
oil the mantle of ci vilisdion, though few had 
ady qualms in endorsing George Bush's 
b/utal and barbarous war on the Iraqi people— 
and liberals have sought to attribute 
Americans’ endorsement of the senten'ce to 
their ignorance of the authoritarianism with 
which Singapore is governed, and to their 
unhappiness with the war of attrition that is 
beingplayed out on the streetsof America. In 
Mike Royko’s words, the letters he has 
received “tell us that the justice system in this 
country is out of step with the feelings of the 
majority”; in the assessment of a sociologist, 
“Prople are desperate. They feel everything 
IS coming apart, that the younger generation 
IS out of hand.”' More significant is the 
attempt to argue that though Americans are 
nghtly desirous of living in a country where 
they do not fear for their lives, and where the 
' rule of law’ prevails, their views of Singapore 
would undergo a sea change if they were 
brought to an awareness of Singapore as a 
country that is little better than a dictatorshi p. 
The New York Times has expressed its dis¬ 
appointment that “Americans, in their 
yearning for order”, are prepared to endorse 
“medieval torture for an act of adolescent 
mischief’,' and it is precisely on the 
'medieval’ nature of the sentence, and thus 
of the government that has approved it, that 
numerous other newspapers have dwelled. 
The Los Angeles Times, claiming that Pay 
has now pointed to the coercion if not torture 
that was applied to extract a confession 
from him, has drawn attention to the “well- 
documented flaws in Singapore’s authori¬ 
tarian system of criminal Justice”, such as the 
limited right to legal counsel and against 
self-incrimination, detention without trial or 
charges for gangsters and drug trafflekers, 
and trials without jury, and characterised the 
punishment imposed upon Fay as “a sentem^ 
from the dark ages”.’ On the view of one 
American journalist, the caseof Michael Fay 
represents an opportunity for the government 
of Singapore to flaunt “its contempt for the 
western concept of individual rights”, and 
though'he is appreciative of the fact that 
Singapore, “arguably the cleanest, greenest, 
safest large city on earth”, has created an 
extraordinarily high standard of living for its 
citizens, he points to the infringements upon 
"free speech, even free thought”, and the 
“constant fear of their government” with 
which “many Singaporeans live”.'® 

Clash OF Cultures 

As might be expected, a number of writers 
i>ave sought tode^be the aBairasacollision 

two cultuies, as an instance of “western 


crime” meeting "eastern justioe” the “passion 
for graffiti”, which might almost be mistaken 
for the disorder of creativity, pitted against 
“an Asian society’s demand for conformity 
and rigid public order”." To Ben Macintyre 
of The Times of London, the punishment 
imposed upon Fay, and the recent murder of 
two Japanese teenagers during a car-jacking 
in Los Angeles, are two episodes that “neatly 
illustrate the gulf between American and 
Asian notions of crime and punishment”. He 
is certainly right in stating that in the view of 
Japanese commentators. Americans appear 
to have lost sight of the distinction between 
the life of a human being and the worth of a 
motorvehicle.butwhatis particularly 'Asian' 
about the use of the cane or the cat-o’nine- 
tails? Flogging has a very long history in the 
west, and in England, it might be noted, 
flogging was abandoned with great reluc¬ 
tance, its use in the navy and on juvenile 
vagrants continuing well into the 20th 
century.*' One journalist has even recalled 
that in the US, public flogging was a legal 
punishment in Delaware for robbery, wife¬ 
beating, and certain other offences as recently 
as the 1960s.'' If MacIntyre’s historical 
memory is short, far more disingenuous is 
Jim Hoagland, who suffers from the opposite 
defect A correspondent with the Washington 
Post, Hoagland points to the fact that 
Singapore is essentially ruled by “ethnic 
Chinese citizens who have nottotally lost the 
Han emperors’ disdain for non-Han cultures”. 
As Hoagland, who no doubt picked up a few 
‘facts’ about Chinese ‘culture’ in some 
preposterous class in world history at the 
high school or college that he attended, 
argues, le affair Michael Fay is to be viewed 
alongside the recent conflict between the US 
and China over human rights, in which 
Christopher Warren was relegated to “a long 
line of powerful but loathsome barbarians 
come to Beijing to meddle in China's affairs”. 
Hoagland is quite insistent that theChinese, 
whether in China, Singapore, or elsewhere, 
should be compelled to conform to mini mum 
“international (not American) standards of 
civilised behaviour”, and lest anyone be 
inclined to think that “American political or 
cultural imperialism"may havesomebearing 
on the matter, he resolutely concludes that 
“this conflict revolves instead around 
thousands of years of institutionalised racism 
practised by Chinese leaders, from the 
emperor#to the chairman’s commissars”." 

'The ghost of ‘Onental Despotism*, as we 
surely know, does not rest easily. Although 
Hoagland’s argument deserves nothing but 
contempt, it has the virtue of bringing to the 
fore the arrogance of the west, and its deep- 
rooted contempt for the other, that might 
otherwise have been obfuscated. Hoagland 
belongs to that ilk which would employ 
force to make the Singaporean Chinese, who 
are—on his view—^nothing but exponoits of 
an “institutionalised racism” (as though the 


west knew nothing of this abomination), 
bend to the dictates of a ‘globid cultuie* that 
must perforce be western in its origin. 
Although Qinton is absolutely right in having 
described the punishment as ‘extreme’, it is 
astounding that some American officials in 
the state and commerce departments should 
have threatened Singapore with reprisals if 
the sentence is carried out" America has 
never known how to negotiate with dif¬ 
ference, and where it cannot have its way, it 
stands ready to employ its military might As 
one American wrote to the Afew York Post, in 
recommending that the Pentagon take over 
the matter from the state department “Having 
carrier-based aircraft engage in threatening 
manoeuvres just outside Singapore airspace 
should send the island country our message; 
our ability to inflict punishment to protect 
our people goes well teyond a rattan cane”.'* 
That is indubitably how the greater part of 
the American establishment feels. 

What accounts for the enthusiasm with 
which Fay's sentence has been received by 
the American public, just as much for the 
Jingoistic response of some others, is not 
the purported dissimilarity between two 
‘cultures’, but rather the peculiar circum¬ 
stance that America and Singapore are two 
countries that fully understand each other. 
Singapore has, of course, been one of 
America’s great friends and trading partners 
in Asia. Althou^ conservatives are now 
feverishly pointing to the authoritarianism 
with which the regimen of ‘law and order’ is 
maintained in Singapore, as something that 
greatly attenuates theeconomic accomplish¬ 
ments of this ‘Asian tiger’, the support of 
authoritarian regimes has been one of the 
few consistent elements in American foreign 
policy ova- the course of this coitury. The 
American elite has always had a latge spot in 
its heart for authoritarian leaden: Iflie attracts 
like, no? One might recall that Jeanne 
Kirpatnek, who exemplified the American 
phenomenon by which utter mediocrities are 
catapulted to positions, of dangerous 
eminence, had m^ the invidious distinction 
between ‘authoritarian’ and ‘totalitarian’ 
regimes the cornerstone of Reagan’s foreign 
policy. Authoritarian regimes, being sup¬ 
portive of the free market, were deemed to be 
friendly and worthy of support, however, 
brutal the manner in which they dealt with 
theirsubjects; totalitarian n^mes, on account 
of their advocacy of Marxism-Leninism or 
some other form of communism, were 
rendered into targets of American inter¬ 
vention and attack. What, then, is this 
excitement about the authoritarian regime of 
Singapore. America’s trusted friend, thestar 
pointing to the road tohappineu, peace, and 
{gosperityforAsia’simpoverished millions? 

Singapore and'the US share, as I would 
submit, a culture of authositarianism. 
Hegemony is neva as successful as when it 
masks powa and renders compliance with 
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those myths by which dominant powers sedc 
to shape and rule tlM world. In showing its 
approval of the flogpng of Michael Pay, the 
much touted ‘American public*, in whose 
name the Amencan political leadership 
pefomis its heroic deeds, has opened the lid 
on the can of American authoritarianism; 
this lid is now being sought to be put back 
into place with the exhortation, to quote 
from UtaNew YorkTimes, oneof the principal 
organs of American hegemony,- that 
“America, the land that led the world in 
decrying cruel and unusual punishment, must 
demonstrate that orderbought with torture is 
never worth the price—at home or abroad”." 
Americans can be cajoled, bui when 
America's partners in authoritarianism, 
particularly when they are not of European 
stock, have the temerity to unmask some 
great myth, or to upset the hierarchies that 
nature herself has supposedly ordained, the 
demonstration must be of a different order. 
How this demonstration might be achieved 
is suggested by the case, wholly unusual in 
the annals of colbnialism, of the flogging of 
Phlnehas McIntosh." hfach like Michael 
Pay, Phinehas McIntosh, a drunk, vain¬ 
glorious, and womanising Insh lout living in 
Bechuanaland (now Botswana] in the 1930s, 
had the habitof makings nuisanceof himself. 
At long last, the native chief, Tshekedi, 
ordered that McIntosh be flogged; summoned 
before the native tnbunal, he was nicked 
with a whip twice. The great transgression 
had been committed; a white man had, for 
the first time, been ‘flogged* by someone not 
of his own race. The official reaction was not 
merely to suspend Tshekedi from the exercise 
of his duties; a large naval force was rushed 
to the area to ensure compliance and prevent 
an imagined rebellion. 
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PERSPECimS 


On the Border of Fascism 

Manafacture of Consent in Roja 

Rostom Bbarucha 

Within the emerging maelstrom of media forces in India, our thoughts are 
being thought for us in ways that would make the indoctrindtion oj 
traditional authority figures almost mild in comparison. Market and the 
mte (and their collusions), by a range of media representatives, 
constitute a form of cultural fascism which is liberal and even idealistic 
w the surface but dangerous in the hold it has on people's minds and 
votes. The film Roja needs to be seen in this overall context in order to 
^rasp its subtle extension of the ‘manafacture of consent’ by which the 
-risis in Kashmir is being circumvented by the government. 


THERE are many boidera implied in tills 
essay which covers a difficult and tricky 
ground, one that I cannot claim to have fully 
grasped becauseit is just beginning to emerge. 
It is a ground that CO vers the lure (and the lies) 
of nationalism but not in a directly political 
context Rather, it is mediated and disguised 
through iayos of cultural expression which 
have been consolidated through a 
'manafacture of consent’' engineered ^ the 
agencies of the state in the maricet and the 
media. As the essay moves towards an elab¬ 
oration of this 'consent', it also inscribes the 
difficulties involved in naming fascism in the 
Indian context. This is the subtext of the 
essay, anunderlying leitmotif which does not 
always surface but which remains an unre¬ 
solved problem that troubles me beyond the 
writing of this essay. Somewhere within and 
outside ourselves, we need to confront that 
dangerous border whoi nationalism becomes 
fascism, not by denouncing the other mid 
subjecting ouisdves to iurtheraggression, but 
rather by questioning our own complicities 
in the legitimisation of violence around us. 

Tellingly, the provocation for this essay 
has not bMn sparked by a direct confront¬ 
ation of the realpolitUc or a re-reading of 
Gramsci but by something more immediate 
and seemingly trivial; the all-India box office 
hit Roja, a film that hovers between the 
genres of romance and a political thriller 
dealing ostensibly with 'terrorism' in Kash¬ 
mir. Not only has this unprecedented com¬ 
mercial blockbuster received the implicit 
blessings and very direct support of the nvn- 
istry of defence, it has also been awarded a 
prize for national integration from the gov¬ 
ernment of India, whose authoritarian chief 
election commissioner has gone on record 
testifying the patrioticcredentials of the film.^ 
Not to be outdone, it appears that the votaries 
of the Hindu right in the Bharatiya Janata 
Party, notably its leader L K Advani, have 
also endorsed the meuage of the film. And 
(he general response not only in the mass 
media but among intellectuals and a great 


many activists as well has been largely 
positive, if not overly enthusiastic in a mind¬ 
lessly jingoist manaf^acture ofconsent. 

One could avoid wnting about Raja alto¬ 
gether (even cntiques are likely to contnbute 
to its hype) were it not for the fact that the film 
has also been desenbed by a minonty of its 
dissenters as 'fascist'. Now fasci.sm is a seri¬ 
ous busimss, dangerous not only in the 
realpoUtik but in the context of cinema, and 
any use of the term demands qualification 
and analysis. Fascism should not be assumed 
any more so than it needs to be glibly dis¬ 
missed. The immediate—and taritalising— 
task of our times is to name fitsdsm with 
critical responsibility.' 

Significantly, I first encountered this de¬ 
scription of the film as ‘fascist’, in a seminar 
on communalism, a subject on which we are 
becoming increasingly eloquent even as its 
realities congeal, go underground, and occa¬ 
sionally explode. The fact is that communal- 
ism has entered public discourse in multiple 
idioms and contexts—economic, political, 
cultural, critical. Apart from an increasing 
exposure of facts and figures, investigative 
remits, polemics on violence, there is also a 
growing discrimination in defining and even 
texturingdiffoent modes, narratives and strat¬ 
egies of communalism so that today we are 
somewhat better prepared to represent iu 
realities even if we are unable to change 
them. The market has alsocontributed favour¬ 
ably to the subject with a commitment to 
business rather than to communal harmony. 

If things are looking up for communalism 
on the intellectual front, the same cannot be 
said for fascism. Despite its close complici¬ 
ties with communal violence, it remains rel¬ 
atively unrepresented in cntical discourse, 
where it enters flectingly, more often than not 
in an alarmist mode. As much as we may be 
aware of tile subterranean infiltration of fas¬ 
cist tendencies in our culture, itis still strangely 
difficult to name these tendencies as speci¬ 
fically fascist. It could be that we continue to 
live (or so we would like to believe) in a 


fractious democracy in India, whose founda¬ 
tions endure, however vulneiabiy, despite 
the recent spate of communal, ftindamenial- 
ist, and secessionist attacks. The reluctance 
to name fascism could also emerge from our 
awareness of its historical contexts in the 
Third Reich and Mussolini’s dictatorship, 
regimes of inckKUination that have been 
internalised at depths and levels which are 
not entirely familiar in the Indian context 
But pohqis, this rttionale could well be a 
wish-fulfilment on our part, an evasion of 
responsibility in craifionting symptoms of 
fascism in Iridia today. 

About the only significant piece of writing 
in the aftermath of Cumber 6 that has taken 
on the task of defining fascism in the Indian 
context is Sumit Sarkar's exemplanr analysis 
of 'The Fascism of tiie Sangh Parivar'— 
exemplary, 1 stress, because it has both the 
courage and the historical preparation to name 
fascism with a deep sense of responsibili^ 
and rage.* Two paiticttlar charactenstics (rf 
Sarkar’s annuls (which will be echoed in 
my critique of Roja) are worth noting: the 
emergeriM of a “communal consensus” in 
which “a whole series of assumptions and 
myths have turned into common sense”, and 
the construction of “a powerful and extend- 
ableenemy image” through the appropriation 
of old prejudices and the combination of 
new ones, which are being propagated on the 
media with increasing intensity. 

Despite the boldness of Sarkar's interven¬ 
tion, one would also have to acknowledge 
that it IS, perhaps, easier to name the fascism 
of the Sangh parivar than its allies, whose 
'connivance and implicit sustenance from 
within the highest corridon of power’ have 
almost legitimised fascism within the frame¬ 
work of democracy. It is in naming these 
allies that the “responsibility of intellectuala',' 
in Noam Chorniy’s unfailingly resonant 
words, “to speak the truth and to expose lies” 
proves to be extremely difficult. It is irifinite- 
ly safer (or, should one say, politically strate¬ 
gic) to resort to euphemisms and leave the 
'highest corridors of power’ unnamed. 

Indeed, we could easily deflect the entire 
problem of naming fascism by focusing on 
an infinitely more acceptable category of 
analysis—propaganda. Keeping this in mind, 
it is useful to address Ashis Nandy’s three- 
tier framework of propaganda in which we 
learn that countries like India (and Pakistan) 
have apparently passed the initial stageof not 
suspecting the “hidden agenda” of tte gov¬ 
ernment’s messages on the media to a more 
sceptical stage where “thought control” it 
increasingly perceived in the context of the 
“national interest argument”.’ In this evolu¬ 
tionary process of media conscientisation, it 
would seem that third world countries have 
yet to reach the final stage p^ected in the 
most propagandised of capitalist societies, 
the US. where within the rtietoric and legis¬ 
lation of ‘free speech’, 'pluralism', and an 
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abundance of 'choices’, there are severe 
limits placed on areas of ‘public scrutiny’, 
notably in exposing the lies of the govern¬ 
ment, which are erased and legitimised 
through the most subtle regimentation imag¬ 
inable. 

The reality is that while ‘we’ in countries 
like India may not have reaped that stage 
yet, we are fast approaching it With the 
increasing power of the media m India and 
the invasion of the satellite networks, lye are 
being enveloped byacapitalist mediaculture 
without the infrastructure or resources to 
dismantle the messages and images infiltrat¬ 
ing our cultural space. Quite simply—and 
critically—we are not sufficiently prepared 
toiitentify the 'manafactureof consent’ which 
has a long history in countries like America 
dating back to the 20s when it was associated 
with the propagation of democracy and then 
picked up by the public relations industry, 
political science academia, and the entertain¬ 
ment business." Ironically, this quintessen- 
tially American state of being ‘brainwa.shcd 
under freedom' is what our government has 
tacitly accepted and endorsed even as it con¬ 
tinues to adopt an anti-American stand in 
relation to political controversies relating to 
nuclear disarmament and human rights vio¬ 
lations in Kashmir. 

Within the emerging malesirom of media 
forces in India, we find that our thoughts are 
being thought for us in ways that would make 
the indoctrination of traditional authority 
figures like gurus, parents, teachers almo.st 
mild in comparison. Not only are ‘our’ tradi¬ 
tional cultural values being affected (the hyp¬ 
ocritical lament by almost all politicians), the 
very perception of culture is being deter¬ 
mined by the growing hegemony of national 
and global market forces, whose right to 
inteipret the world is being propagated al¬ 
most without dissent. This peremptory and 
fundamentally uncritical valorisation of the 
market and the state (and their collusions) by 
a range of media representatives in advertis¬ 
ing, television, journalism, commercial cin¬ 
ema, constitutes to my mind a form of cultur¬ 
al fascism—liberal and even idealistic on the 
surface, but dangerous in the hold it has on 
peoples’ minds and votes. 

Roja, I believe, needs to be seen in this 
overall context in order to elaborate on its 
subtle and undeniably inventive extension of 
the 'manafacture of consent’ by which the 
crisis in Kashmir is being circumvented by 
the government. Par from being a freak box- 
office hit, the nim has been made possible 
through the larger ‘consent’ of the media 
culture surrounding it. In turn, it has contri¬ 
buted to this culture substantially by inscrib¬ 
ing (and thereby, reinforcing) the official 
scenario on Kashmir with an illusion of re¬ 
conciliation. Ultimately. Kashmir is ‘ours’, 
the sovereignty of its people a secondary 
issue to the territorial integrity of the state 
within the larger frameworic of the nation. 
After all, as our ministers across parties have 
unanimously declared. “Jammu and Kash¬ 
mir has beoi, is, and shall be an integral part 
of India’’.’ 


Naming Fasosm 

Before opening the fascist dimensions and 
undercurrents of Roja, it is necessary to reit¬ 
erate and inflect the question raised at the 
start of this essay; How does one name fas¬ 
cism in the Indian context? More specifical¬ 
ly, how does one name fascism in Indian 
cinema? This is an even more difficult ques¬ 
tion to confront in the absence of an adequate 
theoretical discourse on the subject. What 
emerges from polemical essays and interven¬ 
tions in debates are scattered references to the 
manipulation of mass audiences through the 
‘ideological weapons’ of techniques; the 
bombardment of visual stimuli in narratives 
devoid of ‘breathing space’ which prevent 
spectators from ‘thinking’ or even ‘seeing’; 
the voyeuristic use of spectators as instru¬ 
ments of violence; the ‘divinisation’ of stars 
as cull figures beyond history; the strangle¬ 
hold of the market and the underworld in 
manafacturing ‘dreams’ of an increasingly 
lumpenised culture.' Fascism lurks in all 
these phenomena without being crystallised 
or even named. 

About the most sustained critique in film 
studies that attempts to contextualise symp¬ 
toms of fascism in the Indian context is MSS 
Pandian’s The Image Trap, which exposes 
the MGR phenomenon within the interstices 
of Tamil politics and cinema.' Significantly, 
the study is prefaced by a quotation from 
Walter Benjamin that sets the ‘frame’ for the 
entire book: 

Fascism sees its salvation in giving these 
masses notthcirrighi.butinsteadachanceto 
express themselves. ‘The masses have a right 
to change property relations; fascism seeks 
to give them an expression while preserving 
property. The logical result of fascism is 'the 
introduction of aesthetics into political life'. 
1'he violation of the masses, whom fascism, 
with its Fuhrer cult, forces to its knees, has 
Its counterpart in the violation of an appara¬ 
tus which IS pressed into producuon of 
ritual values. 

This memorable statement of fascism res¬ 
onates unconsciously at multiple levels in 
Pandian’s documentation of the political re¬ 
alities underlying MGR’s "constructed biog¬ 
raphy" and the even more terrifying endorse¬ 
ment of this “biography" by “the people” 
who saw in their chief minister a saviour 
figure, “the undisputed patron saint of the 
poor”, who is deified even after this death." 

However, after the context of the MGR 
phenomenon has been made expliciUy clear, 
when we are waiting for fascism to be named 
and analysed both politically and cinem^i- 
cally, if only to refute or differentiate it from 
Benjamin’s perspective, it is significant that 
this moment never arrives. The possibilities 
of naming fascism arc elided through an even 
deeper and layered elaboration of the con¬ 
struction of “common sense”, substantiated 
through references to the “pre-existing cul¬ 
tural practices of the subaltern classes”. In the 
process, the task of confronting fascism is 
sublimated through a ‘subaltern’ discourse, 
so that when there is one reference to the 


MGR phenomenon in specifically fascist 
terms, it is almost apologue: "...in bodi real 
life and on the screen, MGR was presented as 
one among the common people and tx the 
same time he was distant from and stood 
above them. Perhaps, we may mention bcae 
that this is veiy similar to tl» manner in 
which fascist propaganda projected Hitler"." 
Instead of deepening this valid connection, 
the critique is promptly authenticated (and in 
the process, diffus^) through references to 
Adorno’s useof Freud’s psycho-analytic cat¬ 
egories in exposing the dual impulses of the 
“great little man”, who is at once ‘omnipo¬ 
tent’ and just “one of the folks, a plain, red- 
blooded American”." MGR is almost an 
afterthought in these larger references to 
fascism. 

This brings us back to the difficulty in 
alluding to fascism without naming it. The 
problem is not semantic but political. 
Empathising with it rather than dmying its 
intransigence—am not fiee from the prob¬ 
lem myself—it becomes possible, perhaps, 
to name the unnamed by pushing the existing 
categories of oppression which are accept¬ 
able in the mainstream of political and cultur¬ 
al discourse, and at some point, in subverting 
the accepted premises of dissent. In the pro¬ 
cess, one must be prepared to test and chal¬ 
lenge the assumptions of one’s own politics 
and loyalties to larger, people-orient^ mass 
movements, which may be perilously close 
to or appropriated by the fascist tendencies 
one is attempting to expose. 

One’s critique is, therefore, vulnerable at 
very personal levels because it may be mis¬ 
understood by one’ sown colleagues in being 
assumed to undermine common commit¬ 
ments. In raising the difficult question, “At 
what point does a mass movement become 
potentially fascist”, the response is generally 
guarded. Silence is sometimes recummend- 
^.Butmoreoftenthannot—and particularly, 
at this point in time—silence could simply be 
an acknowledgement of fear or a loss 
of words. 

The task of naming fascism, therefore, is 
fraught with risks not only through attacks 
from fascists themselves (unacknowledged 
or odierwise) but through the burden of self- 
censorship. The act of naming also brings to 
a head the inner struggle of submitting to 
‘polibcal correctne.ss’ and being ‘honest’, 
which are not necessarily synchronous. 

To provide a context for this struggle in a 
somewhat different register, it would be use¬ 
ful to recall the dilemma posed to infeilect- 
uals world-wide when the resistance to com¬ 
munist rule by groups like Solidarity in Po¬ 
land was beginning to be voiced and ad¬ 
dressed. In orte such forum in New York, 
Susan Sontag shocked and alienated quite a 
few of her supporters by recanting as it were 
from her earlier position in the late SOs. when 
she had refused to accept any criticism of 
communism, equatingthis “propaganda” with 
an endorsement of “McCarthyism”.” Later 
in 1982 atarally for Polish Solidarity in New 
York, she acknowledged not widwut asome- 
what glib self-critique that “Communism is 
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fascism—successful fascism, if you will”. 
By earlier “identifying the enemy as 
fascism” and believing unquestioningly in 
“the angelic language of communism”, 
Sontag admitted that a “great deal of untnith” 
had been “countenanced”. 

Not surprisingly, Sontag was taken to task 
by a wide range of thinkers including 
Chomsky and Fbucault who pointed out the 
reductive dangers of her equation between 
communism and fascism and her disregard 
for the New Left critique of communist dem¬ 
agoguery Hcrown tendency to "exaggerate” 
everything was also highlighted, which en¬ 
couraged her “net merely to say explosive 
things that are al»urd...but often, to say ex¬ 
plosive thi rigs because they are absurd.”While 
accepti ng the validity of these criticisms, one 
should also acknowledge that Sontag was 
touching on a very sensitive nerve in illumi¬ 
nating the dubious ethics by which the lies of 
the ‘enemy’ are exposed at the expense of 
confronting the lies endorsed in fighting the 
‘enemy’. 

Does the responsibility of intellectuals ul¬ 
timately he in exposing one set of lies at the 
expense of silencing others? How does one 
strategi.se one's own evasions? And to what 
extent can onejustify them for ‘the common 
good’? What are the limits of protecting lies 
in the national interest? These questions res¬ 
onate deeply in the Indian context today and 
are at the very heart of the representation of 
Kashmir in the realpolitik and cinema. 

CONSTWUCnNG THE EnEMY 

About eight years before Sontag equaled 
ra.scism with communism, she had wntten 
one of her most thought-provoking essays 
‘Fascinating Fascism’ (i974)onthc rehabili- 
lation of one of the most “artistic” propagan¬ 
dists of the Third Reich, Lcni Riefenstahl.'^ 
While It IS established in film circles that her 
Triumph of the Will was admired by the 
Fuhrer himself as “a totally unique and in¬ 
comparable glorification of the power and 
beauty of our movement”—indi^, he and 
Gocbbels collaborated with Riefenstahl on 
■•laging the second National Socialist Party 
congrc.ss to meet the demands of her mise en 
w ene —the director herself constantly reiter¬ 
ated in the post-war years that her film was 
not propaganda but cinema veriie (“It is 
history— pure hisioiy"). And the fact is that 
this is how many enlightened spectators have 
chosen to believe in her work, justifying or 
denying her propaganda with a wide range of 
rationales. 

It IS not necessary to enter into the details 
of this debate except to sh ess for the purpose 
of this argument that propaganda in cine¬ 
ma-fascist or otherwise—is not always 
■ccognised as propaganda. Indeed, the idiom 
of propaganda d^ not have to be tenden¬ 
tious or overtly political at all. Rifenstahl’s 
Nazi affinities can be studied in her more 
‘innocent’, commercial alpine romances, as 
^ntag indicates so brilliantly in the process 
of reminding us that the “formal structures 
and themes of fascist art” can also be traced 


in entertainments and spectacles like Stanley 
Kubrick’s 200/ Space Odyssey, Busby Ber¬ 
keley’s The Gang’s All Here, and the great 
family musical Walt Disney’$ Fantasia.'* 

This providesavaluable clue towards open¬ 
ing the fascistdiiriensions of Roja, which is 
one such ‘entertaining’ film, a patriotic ro¬ 
mance that sets a young ample against ‘ter¬ 
rorists’ in Kashmir with the state providing 
the necess^ link. The film is dangerous not 
because it is obviously so, but precisely be¬ 
cause it is so refreshingly ‘innocent’. 

On the surface, Roja carries its political 
agenda lightly which is part of its deadly 
charm. .Subaltemity is restricted to the rural 
family background of the heroine (Roja), 
more of an idyllic backdrop than a source of 
•Struggle. The class base of the film, however, 
is determined by the metropolitan hero, Rishi 
Kumar—a nice, suitable, brahmin ‘boy’, who 
desires a bnde from a village because he has 
“fallen in love with the soil of the place”, as 
he disarmingly admits. He is obviously edu¬ 
cated enough to be a cryptologist, a profes¬ 
sion that he assumes with a certain cool, his 
affiliations to the topmost intelligence ser¬ 
vices in the country handled with an under¬ 
stated nonchalance. This patriotic Indian is 
also an indigenised yuppie, a distant figure 
from a subaltern hero or rabble-rousing ac¬ 
tivist. 

Even his patriotism appears rather 
unselfconscious in comparison to the nation¬ 
alist blockbusters of the past, notably Manoj 
Kumar’s lachrymose rhetorical dramas on 
‘service to the nation' inShaheed, Upkarand 
Roti KapdaAurMukan, in addition to Chetan 
Anand‘smorestndent//aqee 9 alonthe 1962 
Chinese debacle, where ‘mongoloid’ Indian 
actors contributed to the construction of a 
‘foreign’ enemy image. 

It is only in recent years, with the 
communalisation of popular culture in India, 
that ‘enemy images’ in cinema have been 
marked with specific political signs in die 
Indian context. Earlier ‘enemies’ were sub¬ 
sumed in the larger category of ‘villains.’ 
And villains have almost invariably been 
enteitaining,exaggcrated, histnonic figure.s— 
think of good old Pran swigging a bottle of 
VAT 69 plotting revenge against the hero. 
The nostalgia is almost immediate. Later, as 
filmic narratives became more violent, the 
villains were more sharply individuated, ac¬ 
quiring almost bizarre dimensions in non¬ 
realist and hyper-realist modes of perfor¬ 
mance. I am thinking here of the larger-than- 
life Gabbar Singh in Sholay, the me^oman- 
ic Mogambo in India, the frenedc ‘oriental’ 
spy Dan in Karma, and more deviantly, the 
outrageously transvestite Maharani in Sadak, 
who is both the madame of a brothel and a 
don of the underworld. At least two of these 
figures are clearly cast as destroyers not only 
of the ’community’ but of the ‘nation’ at 
large. Indeed, when Dilip Kumar finally cor¬ 
ners Dan in Karma, he proceeds to riddle 
bullets around him with a machine-gun, cre¬ 
ating in the process that unfor^ttable image 
of a map of India. At one level, this is a 
nationalist inscription with a vengeance, but 


the cinematic constnmtlon is so wild that one 
is compelled to applaud its ingenuity. Xeno¬ 
phobia is not the issue, but rather, the flair 
with which the coup d'etat is executed. 

These references to earlier modes of vil¬ 
lainy (which are not ‘innocent’, steeped as 
they are in sexist and lumpen glamorisation) 
provide a point of reference, nonetheless, for 
examining the veiy different construction of 
the ‘enemy’ in Roja. Here there are no vil¬ 
lains in the earlier sense, but enemy fipues 
who are specifically marked as ’Kashmiri’ 
and ‘Muslim’. Their representation is almost 
low-key, even ‘realistic’ by commercial film 
standards. Far from being flamboyant or 
even caricatured, they are played in die con¬ 
text of verisimilitude. Tliey even ’look’ 
Ka.shmiri, the ‘terrorisu’ being iqxesented 
by north Indian aaors, the leader Uaquat 
played by Pankaj Kapoor, whoisbetterknown 
allova-India as the Hindi-speaking‘masterji’ 
in the popular television serial Zabm 
Sambhalke, which focuses on the teaching of 
the ‘national language’ to all communities in 
India. '* The fact that Uaquat is able to com¬ 
municate with Rishi Kumar fiomTamil Nadu 
is ‘explained’ through his earlier study of 
BSc Agriculture in Coimbatore.These are 
the ‘naturalist’ details, the 'lower depths’ to 
which Mani Ratnam is capable of sinking in 
order to substantiate the ‘reality’ of his narra¬ 
tive. 

More than one enthusiast of Roja has un¬ 
dermined the danger of its representation of 
the ‘enemy’; "There are no black and whites 
in the film, but varying shades of grey. Mani 
Ratnam does not paint the militants as totally 
evil, but merely as deviants in a society gone 
wrong.”'* This, according to a reviewe . is 
“where the genius of Roja lies.” Prccisdy: 
the ‘genius' of propaganda, which makes 
you Mieve that Ratnam is sympathetic to 
these ‘deviants’, who incidentally are not 
‘militants’ but ‘terrorists.’ (In the Tamil ver¬ 
sion of the film, the use of the word 
‘theveravathi ’ (‘terrorist’), is specifically dis¬ 
tinguished from ‘porali’, (‘militant’)—a dis¬ 
tinction that has become particularly con¬ 
spicuous since Raji v Gandhi’s assassination.) 

How, one wonders, are these ‘objeaive’ 
reviewers capable of forgetting that these 
’deviants’ are also presented in a rather mon¬ 
strous light? The hawk-like, sinister persona 
of Wasim Khan is iwver once humanised. In 
a sense, he continues to be a ’viUain’ in the 
earlier mould of Indian cinema, but his fren¬ 
zy and somewhat demented demeanour are 
contained within the framework of natural¬ 
ism. Uaquat is more ‘civilised’, but let us not 
forget theknifethathepoints at Rishi Kumar’s 
neck, drawing a trickle of blood (very dis¬ 
creet. but sadistic nonoheless); the slaps thtf 
he inflicts on his sister (whose compassion is 
problematically silent); and the blows with 
which he hammers the hero in the M Hind 
sequence. The very rhythm and movement of 
the camera are positively menacing when we 
first encounter the ‘terrorists’ in their own 
terrain, when at abrupt intervals, they ^ipear 
sudderily like predat^ guards, ma^^and 
pointing their guns dh^y at ’us’ in the 
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audience. How can ail these detail* be regard¬ 
ed as ‘grey' in representing the ‘terrorists'? 

Of course, the menace ofthe ‘terrorists' is 
not conveyed through violence alone but 
through the more ambiguous sign of prayers. 
Are there any ‘greys’ to be found in the 
synthesised calls to prayer on the soundtrack 
which resemble the wails of banshees? Is 
time any 'balance' in the disorienting angle 
of the shot depicting Muslims praying—a 
shot that is deliberately inserted in a sequmce 
of images representing ‘Kashmir* whoi it 
reappears in the middleof the rilm?Theother 
shou lalmost like quotations) accompanying 
this image are the army drill and an explo¬ 
sion. Prayer is interspersed between mainte¬ 
nance of order and its disruption. Why does 
‘Islam* have to be quoted so emphatically 
and equated with disturbance? 

The most insidious representation of ‘Is¬ 
lam* is when Liaquat is praying while Rishi 
Kumar is going berserk rolling on the ground 
while attempting to extinguish the national 
flag burned by the ‘terrorists’. What almost 
every single reviewer has relished about this 
sequence is its great act of patriotism, the 
more astute pointing outthat ‘our’ hero Rishi 
Kumar resembles one of the Mandal com¬ 
mission agitators in his flame-resistant blue 
Jeans. But what needs tobeemphasisedis that 
this sequence does not begin or end with 
Rishi Kumar but with Liaquat praying and 
ending his prayers by wiping the palms of his 
hands over his face, and then jerking his head 
in the direction of Rishi Kumar (off-screen). 
These are the punctuation points that frame 
the entire sequence, the patriotic tumult (ac¬ 
centuated by hysterical chants on the 
soundtrack rising m a crescendo; declaiming 
the ‘oneness’ of the country) interspersed 
with shots of Liaquat praying with an ^most 
fanatical calm. 

Underlying the orchestration of the scene 
is a principle drawn from Mani Ratnam's 
deepest influence as a filmdirector; advertis¬ 
ing." The principle is one of foregrouncUng 
a particular message by filling the back¬ 
ground with seemin^y irrelevant and con¬ 
tradictory details. To reitenteatniiaiii, what 
is being sold in an advertisement of soap, for 
example, is a particular style of living and 
tiiinking without which that particular brand 
of soap would have no ‘markable’ value. In 
a strategically altered mode, Ruiuun is ‘sell¬ 
ing’ the hottest brand of nationalism and to 
make it not just palatable but desirable, he is 
setting the mood not only with sharp cuts and 
a rousing soundtrack but through the juxta-, 
positionof negative imagesofttw ‘enemy’— 
some hy peracu ve ‘terrorisu’ beming tiie hero 
up; one absolutely still, a man lost in prayer. 

‘Iliis is the ceri^ sequence in Roja that 
bonlers, to my mind, bn fascism, echoing the 
feverish pitch of the opening sequence of the 
film in which we (in the audience) enter the 
frame of action along with therifl^wielding 
militia accompanied by Alsatian dogs strain¬ 
ing on the leash in hot pursuit of Wasim 
Khan. Our empathy with the army is moni¬ 
tored kinetically from these very firstimages, 
ami the pace is sustained in the subsequent 


Kashmir sequences reaching its climax in the 
flag-burning episode. Here the peaking of 
nationalist fervour is consolidated, 1 repeat, 
through the inscription of* the ‘enemy’ 
(Liaquat), whose ‘faith’ is so intense (rather 
like his pnmordial link to the concept of 
jihad) that it seems to transcend reason, 
humanity, history. It is a non-negotiable 
source of power that is ultimately linked to 
the perpetuation of violence. And the only 
legitimate counter to this threat is a delirious 
state of self-sacnfice'driven by the hero’s 
umnflected courage and surrender to the high¬ 
est ideals in fighting for the nation. Here he is 
not just defending the nation with patriotic 
cnes of Jai Hind, he is entering a state of 
hypecnationalist transcendence. 

Sympathy Factor 

If there is one aspect in Rojo’s narrative 
that has been consistently misread, it is the 
‘sympathy factor’ which has diluted the ‘en¬ 
emy image’ of the ‘terrorists' without alter¬ 
ing its essential violence and threat At even 
subtler levels, the ‘sympathy factor’ condi¬ 
tions one's viewing of Ristii Kumar’s boss 
who is a top consultant for the Indian stete in 
deciphering enemy codes. 

This benign, fatherly figime carries his 
authority so lightly that it would seem some¬ 
what exaggerated to cast him in the context of 
‘the authoritarian Indian’. Certainly, he is not 
one of those victims of technology, science, 
and westernisation in modmn India who is 
"psychologically uprooted” and desperately 
in search of “total ideologies and value- 
systems”.” On the contraiy, the boss in Roja 
isathoroughly, ‘rooted’, national brahmin, 
his connections with scientific knowledge 
judiciously balanced with his understate 
religiosity. In his office, there are computers 
and a neat row of religious pictures, includ¬ 
ing a photograph of Ramana Maharshi. In 
addition, he is the only person in the metrop¬ 
olis who is able to establish an immediate, 
nativist link with Roja, querying her about 
local food preparations and the location of 
temples. 

Though he appears only in two scenes, his 
sudden (and convenient) illness precipitating 
Rishi Kumar’s trip to lOuhmir—-intfeed, the 
boss provides the structuring pnnciple on 
which the narrative of Roja pivots—one 
realises the political resonances of his role in 
tile context of what Ashis Nandy has illumi¬ 
nated about the psychology of fascism in 
India: 

Even when the authoritarian Indian takes a 
revivalist posiuon, thereby trying to return 
to the uterine warmth of an idealised past and 
an idealised motherland, what he projecu 
into the past and into the concept of the 
nation are nothing other than conventional 
western middle class values.*' 

This is the paradox of the ‘rootedness’ 
conveyed by the boss insofar as it coexists, 
and pertiaps reinforces hi* affinities to the 
most lethal ‘westernisation’ embodied in dm 
mechanisms of surveillance facilitating the 
protection of the nation. Throat his a^a- 


tions to Roja, a direct link is establidwd 
between es^onage in the national interest 
and the exalution of the community so con¬ 
spicuous in the celebration of village life in 
the first half of the film. 

Whether the village is named Sundara 
Perumal Puram (as in theTamil version of the 
Roja) or Sunder Bhanpur (as in the Hindi 
version), the fact is that this is a sy ntheticpan- 
Indian village whose geography covers a 
panorama featuring almost all aspects of the 
national landscape including mountains, 
fields, waterfalls, running brooks, creeks. 
Hie village is also essentialised as a totally 
harmonious social structure dominoed by 
old women who play an activp role in cele¬ 
brating Rishi Kumar’s weddingnight,gyrat¬ 
ing lasciviously to the strains of a porno¬ 
graphic song highlighting the thnll of coitus. 
Here, unlike the more discreet sexuality of 
the couple’s first night in Kashmir, Ratnam 
does take a risk in stretching the norms of 
titiilation in commercial cinema by making 
old women (significantly no old men) com¬ 
pete with the frenzied dancing of the village 
youth, whose violent pelvic thrusts are 
counterpointed with the more sinuous move- 
mem of sexy mother-figures. 

Once again, if this is ‘acceptable’ as part of 
the Roja’s world, tt is because the treatment 
of the community is overwhelmingly sympa¬ 
thetic. Apart from a slight feud in Roja’s 
family, which is countered through hergrand- 
motha's intervention, there are no caste ten¬ 
sions, no panchayat politics, no blatant dis¬ 
parities in income—in short, we are present¬ 
ed with a totally ‘unreal’ utopia from which 
Roja is thrust into the realpolitik of Kashmir. 

The ‘sympathy factor’ is, perhaps, strong¬ 
est (and most deceptive) in the projection of 
Roja herself as an ‘individual’ who is able to 
expose the limitations of the state. In one of 
the most analytical readings of the film pro¬ 
vided by Tejaswini Niranjaru, we learn of 
"the failure of the state, wUch cannot defeat 
the militants, cannot rescue its employee, a 
failure that can be made to justify a middle 
class rejection of it in favour of liberalisation 
and free enterprise’’.” In a more journalistic 
vein, this statement has been r^uced to a 
punch-line: "The system has failed; it’s up to 
the individual”.” Certainly, the most symp¬ 
tomatic moment in the film that substantiates 
this view is Roja’s sharp (and much-quoted) 
rejoinder to the colonel, whoi he declares 
that her husband cannot be released in favour 
of Wasim Khan; “Would you say that same 
thing if a ‘mantri ki beti’ were kidnafqied? Is 
a mantri ki b^ more important than my 
husband”. 

Here, too, .as in the sequence with the 
tniniing flag, there is double message at play. 
Overtly, tiim is sympathy for this tove 
young wife who is obviously familiar with 
the realpolitik to recall the kidnapping of an 
erstwhile home, minister’s daughter by 
Kashmiri militmu and her subsequent re¬ 
lease through government intervention at the 
highest levels.” In articulatlQg her position 
in opposition to that of the pri^eged maitiri. 
U beti, Roja is obviously striking a choiti— 
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iheto ‘oneofu^Buiiignificantly.iheiitlw 
itrUdng ftciiofd with the col<mel, who U«tHu 
•ttentively, evoi compauionatdy, and later 
intervenes on her bdialf so that Raja can 
directly address a minister from New Delhi 
about the rdease of her husband. And mirac¬ 
ulously, with no bureaucratic haules what¬ 
soever, the government agrees to release 
Rishi Kumar. The order may come ‘from 
above’, but the agencies facilitating them ate 
essentially benign and understanding. Iwould 
contend, therefore, that ‘we* (the people 
watching Roja) ate given the illusion that the 
state needs to be defied, but in actuality, the 
state is with us and is even willing to be 
guided by us. 

In this context, though Rcja does take the 
initiative when the ‘terrorists’ fail to deliver 
Rishi Kumar, sheisaccompanied by an entire 
battalion of rifle-wielding soldiers who pro¬ 
tect her. In their vigilance, which is more 
ceremonially visible in the army parade re¬ 
presented ea^er, we witness the most efficient 
demonstration of military power in the histo¬ 
ry of Indian cinema. It is the ‘terrorists’ who 
bungle, while the army keeps its word with 
the necessary precautiotis. The only ineffi¬ 
cient membo' of the state is the poor sentry 
wiyi falls asleep on duty outside Roja and 
Rishi Kumar’s hotel room in Srinagar, but 
then, he does not belong to the rank and file 
of the army. 

In short, it is a euphoric misreading to 
imagine that RoJa is celebrating individual¬ 
ism above the power of the state. The fact is 
that Roja and Rishi Kumar are integrally a 
part of the state. If the fervent wife gets 
hysterical and places her husband above the 
state, that is only to be expected. Ultimately, 
it is Ae patriarchy of marriage and the bene¬ 
volence of the'state' that protect her. In the 
concluding shots of the film, as the army 
scurries off in pursuit of Liaquat (no ‘happy 
end’, I inugine, for him once he is caught), a 
sobbing Roja drops at her husband’s feet, 
reliving that etemsd icon of the devoted Indi¬ 
an wife. The husband picks her up and gently 
caresses her cheek, but—this is a telling 
sign—there are no tears, not even glycerine 
drops. Somewhere in the chemistry of Mrs 
India and the system sustaimng her, there is 
a triumph of the will. 

Manafacturinq Consent 

There is more that can be read in Roja, but 
a sufficient context has been provided, 1 
believe, to examine how the official position 
on Kashmir is being validated in the larger 
endorsement of the fllm. Not only it die hype 
surrounding the film directly related to pub¬ 
lic reladaos and big business, it is more 
disturbingly orchestrated to enhance an inte- 
grationist image of Kashmir for which the 
govemmenthuawarded the fllm by waiving 
iu entertainment tax. More than the rave 
reviews which have gushed about Roja, the 
more disturbing critiques are those which 
have self-righteously vindicated the ‘patriot¬ 
ic’ premisei of the film with a specious 
ofaj^vity. 


No issue ha^ been more earnestly—and 
hypocritically—defended than the represen- 
tadon of human rigjitt as is evident in the 
following response; 

Of course, the Indian army it not a bunch of 
Sir Galahads. Of course, there have been 
human rights violations. Sadly, a lot of our 
intellectuals are totally silent idiout the other 
side of this; the human rights violatitms of 
the tenoriats. Sadly, no one also writes about 
the army jawan spending hit dayt in con¬ 
stant danger in unfamiliar and hostile terri¬ 
tory. What’s wrong widi saying good things 
about our military then? What is wrong with 
showing courageous soldiers?*’ 

Even if one wanted to parody a defence of 
the state, I do not think this statement can be 
surpassed. The human rights argument (why 
do not you show the poor jawans suffering?) 
is characteristic of the pitch on many fea¬ 
tures, documentaries, and talk shows on 
Doofdarshan, which are going out of their 
way to elicit (and exploit) sympathy for the 
suffering jawan. 

If there have been human rights violations 
by the army, then why keep silent about 
them? In a spint of objectivity, show ‘both 
sides of the picture’. Along with Liaquat 
beating Rishi Kumar, Whydonotwealsosee 
the Inthan army picking up civilians from the. 
streets, searching houses at random, killing 
demonstrators in self-defence, and ‘worse’ 
(the euphemism forrape). ’The problem with 
showing 'courageous soldiers’ is not that 
they lack courage but that they are capable of 
a totally unjustified violence, which even the 
state has been compelled to acknowledge.** 
But to show these violadons. one would 
necessarily have to show ‘people’—and that 
is one category of the human race that is 
conspicuous by its absence in the Srinagar of 
Roja, apart from two cursory shots of a 
newspaper boy and a row of donees lined 
up against a wall. 

Once again, (here can be perfectly ‘justi¬ 
fied’ reactions; ‘The film clearly explrtins 
that there are no people on the streets because 
there’s a curfew on. Reviewers should do 
well to watch the fllm—which after all is 
providing his bread and butter—instead of 
locking for Hindu communal snakes under 
the seat".** The fact that a director has multi¬ 
ple options within his fictional framework to 
present the contradictions of a situation is 
obviously lost on this ‘critic’. Why does 
Kattiunir have to be reduced in Roja to a 
contontation between ‘terrorisu’ and the 
army with a romantic couple caught in the 
cross-fire with one dlspliuied Ti^l tour- 
guide providing some comic relief? What is 
the politics of this reduction? What is it 
saying (or not saying) about the people who 
live in Kashmir and who aae neither ‘terror¬ 
ists’ nor members of the army? Why are they 
erased? These questions have serious politi¬ 
cal implications, and they cannot be div 
missed through claims (with no concrete 
evidence) that Roja is extremely popular on 
the video circuit in Kashmir. Instep of as¬ 
suming some kind of subaltern endorsement 
in tiiis ‘fact’, I would be compelled to probe 


who exactly is watching tiw fllm (apart firam 
the army) and whM is being peicdved. 

The defence of Roja in tli^ earlier pant* 
graphs is a fine example of the ‘pragmatid 
criticism’ that Noam cfwmskyhascautionsd 
against in his reflections on the ‘manafochm 
of consent’.’Through a seemingly reasonaUa 
arid self-righteous stand, the ‘prismatic’ ait* 
ic actually contributes to ‘thou^t control’ by 
working within the rules of the game. Dem¬ 
ocratic systems do not merely tolerate nidt 
criticism, they even welcome and honour it 
on occasion because it contributes to the 
larger myth of a free exchange of ideu. 
Obviously, there are different levels of ex¬ 
pertise in reinforcing the premises of tiie 
state, but they meet th^gh acommonground 
of complicities which empower what people 
think. These complicitiu are ‘manafactur^* 
not by force, but through the most ‘open’ and, 
at times, inane of exchanges. 

Inanity is flequently the distinguishing 
mark of propaganda in ademocratic system. 
In the magazine culture tiiat proliferates un¬ 
der its patronage through ‘ftec enteiprise’, it 
is not uncommon for a certain mindlessness 
and vacillation to be upheld as a norm. Thus, 
in the Sunday magazine cover story of Roja, 
after mock-serious dismissals of the film’s 
potential danger (it will not lead to “raucous 
calls for our own Ubensraum") and a tacit 
acknowledgement of its “jingoism...that 
could stick at the level of the subctMisdous”, 
the ultimate verdict is that the film “might or 
mightn't lead to anything’’.** When a critical 
attempt is made to coimter this evasion 
throu^ a position, it is generally dismissed 
witii a facile quip; “Economic mdPotttiad 
Weekly now carries turgid academic analyses 
of the film, and every kitty pa^ in the caj^tal 
seems to revolve around Roja”." As part td 
the some trivial rhetoric, another apprecia¬ 
tive comment onRq/a is inscribedinafeoture 
on the Miss India Beauty Competition. On 
Kashmir in particular, the first runner-up is 
definitelv wort h auotina; “It’s India’s Etta. 
How could anyone think of givingit away?”** 
This casud angst for a potentidly Toit pan-' 
dise is symptomatic of a grou^ piiUic 
consensus that Kashmir is ‘ours’. 

Sometimes in the midst of quips and chatty 
columns, there con be some down-to-earth 
advice from veteran journalists like 
Khushwont Singh, whose capacities to com¬ 
bine the personal, the political and the sexual 
have endeared him to millions of readers and 
the sute. While brsezilydismissinga“Puitiab- 
like solution” to the Kashmir problem, and 
advocating a need to break the deadlock 
created by Indian and Pakistani govemmenu 
through “the pressure of public opinion in 
both countries”, Singh ultimately neutralises 
the valittity of his points by chatting about 
other matters, ran^ng from the death-of a 
filmstar’sfather to the growthof cactus to the 
translation of a love poem to his inevitable 
dirty joke.” By the time you have read it and 
attempted to laugh, Kashmir is forgotten. 

If the ‘pressure of public opinion’ has tobe 
taken seriously, it caimot be subsumed in the 
‘manafacture of consent’ provided by the 
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trivlalisen of free speech in the mass me- 
(Ua. Other forunrts and languages are need¬ 
ed through translation, songs, poems, pam¬ 
phlets, documentaries, and hopefully, 
counter-films to Raja. The thrust of these 
alternative discourses could meaningfully 
cohere around a more detaMed knowledge 
of the historji of Kashmir ^ince indepen¬ 
dence—a hisipry that is being subtly sup- 
jfkssed. It could be argued, of course, that 
there is free access to information in a 
democratic society, but one can be equally 
sure that little or nothing will be done by 
the state or its allies to provide a more 
complete picture of all the complicated, 
fractious, and violent details of history that 
are best ignored 'in the national interest’. 

The right to know the history of Kashmir 
beyond crude associations wi^ ‘terrorism’ 
ne^s to be demanded and actively pursued 
by all citizen groups and public forums in 
India concern^ with the protection of de¬ 
mocracy. It is shocking indeed to realise 
not only how little we know, but how we 
accept this fact. A more detailed awareness 
of Kashmir (and not just the ‘Kashmir 
problem’) can begin only if we are pre¬ 
pared to counter our somnolence by con¬ 
sciously seeking out relevant facts and new 
strategies of intervention; the limits and 
possibilities of regional autonomy in Kash¬ 
mir in the context of the abortive attempts 
in the past to negotiate and then deny this 
autonomy; the need to respect ‘Kashmiri’ 
identity as a complex of cultural and ethnic 
strains without equating it with ‘Muslim’ 
fundamentalism; the capacities of a demo¬ 
cratic state to tolerate, as Balraj Puri puts 
it so bravely, “non-terrorist and peaceful 
expression of secessionist ideas’’.'^ 

Dissent cannot be summarily equated with 
and-nuionalism. It needs tobecontextualised 
within die specific histories of pain shared by 
different communities in Kashmir and ad¬ 
dressed not with token conce-ssions and ges- 
turesofsympathy.but concrete political mea¬ 
sures. Nor can dissent be denied on the grounds 
that only a ’unified’ (read: government) stand 
can prevent Kashmir from erupting into a 
‘thousand Bosnias'. Mote critically, dissent 
should not be equated with a tacit support for 
the regressive internationalisation of the 
'Kashmir problem’ by Pakistan abetted by 
the US, whose policing of human rights is 

0 of the mo.st violent ironies in global 

iitics today. The manipulative roles of 
Mcistan and America need to be confronted 
critically but not at the expense of addressing 
the urn real estrangement of the people in 
dw nuhmir valley from the rest of India. If 
Kashmir is an ‘internal problem’, then it is 
necessary to acknowledge the validity ot 
dissent in negotiating differences not only in 
relation to ‘militancy’ but to certain con¬ 
structs of the ‘nation’ in the country at l<vee. 
The determination of the 'sovereignty of 
people’ is not the prerogative of the state 
done. 

It would be presumptuous to assume that 
he ‘Kashmir problem’ can be resolved 
hnwgh cultural intervention. But consider¬ 


ing the traumas that have emerged through 
the failed illusions, betrayals, wars, and col¬ 
lusions determined by a succession of polit¬ 
ical regimes, one could suggest the creation 
of a more humane ground for debate and 
dialogue through interactions between art¬ 
ists, writers, thinkers, and concerned citizens 
across the border(s). The ‘responsibility of 
intellectuals' today is not to allow the exigen¬ 
cies of the realpoliiik to destroy the possibil¬ 
ities of interaction with ‘others’ or to com¬ 
promise on the freedom to think differently. 
By merely mounting or endorsing the cat¬ 
egorical imperatives of the state, we are not 
protecting the ‘national interest’ bu.t further 
contributing to a ‘manafacture of consent’ 
that needs to be disnipted. To acknowledge 
the democratic necessities of this disruption 
is, ironically, to risk being considered anti¬ 
national. But this risk is unavoidable today if 
we want to keep the struggles within demo¬ 
cracy alive. It is not just the ‘azadi’ in Kashmir 
that is at stake, but the foundations ofourown 
freedom as well. 

I end this essay somewhat unexpectedly 
on an ‘embrace’. This is how most romanc¬ 
es are supposed to end and Roja is no 
exception. Sometimes in the closing shots 
of a commercial film, it is not just the lovers 
who embrace but their fathers as well. In 
Raja, the fathers are quite nondescript and 
absent, the state having usurped their roles. 
However, it would have been deeply mov¬ 
ing to my mind—indeed, real tears could 
have been shed—if another embrace could 
have been realised: the embrace of Liaquat 
and Rishi Kumar. At an earlier point in 
time, this ‘impossible’ moment could have 
been rcalused through an ‘unreal’ narrative 
building to a rousing climax in which these 
estranged brothers could have embraced. 
But RoJa is ‘real’ after all—^so the final 
meeting between the ‘patriot’ and the ‘ter¬ 
rorist’ IS perfunctory and fails flat. 

Filling the void in the realpoUtik beyond 
Roja is the embrace of politicians. Not the 
two leading negotiators of Kashmir within 
the home ministry whose tensions have 
resulted in a much-publicised ‘cold war’, 
but rather, two politicians from opposite 
camps—a ‘liberal’ veteran of the Hindu 
right and a tough-talking young Congress¬ 
man. In their embrace, following the pyr- 
rhic ‘victory’ of the Indian government at 
the recent talks in Geneva, both partymen 
grinning ecstatically at the camera (and 
‘us’), we confront the new complicities of 
our times: Congress-BJP bhai-bhai. This 
embrace would seem to contradict all the 
earlier dissensions between the defenders 
of the Sangh pari var and the upholders of a 
secular Indian state, between those politi¬ 
cians branded as ‘deshdrohi’ and the others 
claiming to be patriots. Where are the bor¬ 
ders today in this dissolving of differences, 
this great show of ‘unity’? What is being 
suppressed, denied, lied in this demonstra¬ 
tion of loyalties? What is being celebrated? 
'The ‘national interest’ or the collusions in 
‘the highest corridors of power’? 'The un¬ 
named needs to be addressed. 
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Pnkuh Sanmgi 

Political Liberalbm by John Rawls; Columbia University i^ess, New Ywk, 1993. 


I 

JOHN RAWLS’ Political Liberalism 
(1993)* is an important landmark in 
contemporary liberal theory. It is a con¬ 
tinuation of his earlier work A Theory of 
Justice (1971), which was written in an era of 
decline of political philosophy and which has 
made him almost a celebrity. His ideas on 
Justice have been powerful, subtle and wide- 
ranging. Nozick’s prediction that political 
philosophers would have to “either work 
within ^wls’ theory or explain why not" has 
indeed come true [Nozick 1974; 183], Rawls’ 
ideas have been assessed not only by political 
and moral theorists, but also by economists. 
Jurists, sociologists, international relations 
scholan and lay critics. The responses are not 
confined to the western world; he is read and 
discussed in almost every country. However, 
no critic has agreed with Rawlsian ideas in 
toto. He has been criticised both by liberals 
andlibeitarians,byconservativesandMarxists. 
Since 1978, Rawls has been writing off md on 
and has been ^ving occasion^ lectures 
primarily as leplin to critics. In the process, 
he has revised and systematised his notion of 
’Justice as faimess’.’Theresultof this enterprise 
is his latest book, PoMcd Uberaiism. It is 
more than acompilation of his earlier writings 
(1978,1980,1982a, 1982b, 198S, 1987,1988, 
1989). He has revised those papers con¬ 
siderably, added an unpublished paper. Hie 
IdeaofPi^lic Reason’, and has presented an 
introductory chapter which lucidly knits 
together his idea of political liberalism. 

’Die aims of A Theory <4 Justice were to 
generalise and to cany to a high«' order of 
abstraction the doctrim of social contract as 
an alternative to the moral theories of 
Mtiliuuianism and rational intuitionism (1971; 
jvil-viii). Justice as fairness was the chief 
htmcturalfeanireofthis conception. Thesocial 
. (ContracttraditionwasseenbyRawlsaspartof 
moral philosophy. A moraldoctrineof justice 
Svhich is suppos^ to be general in scope was 
|‘\ kiot distinguished firam a strictly political 
"^iKinception of justice. However, Rawls’ 

' SUtem^ to present a universal moral theory 
|{ded to several logical inconsistencies. Justice 
:><lu fairness was framed to accord with the idea 
>bf a ‘well-ordered society’. A well-ordered 
|Roclety was supposed to be regulated by a 
labile conception of justice. It is a society in 
‘’everyone accepts and knows that 
I accept the same principles of justice. 


and the basic social institutions satisfy and are 
known to satisfy tbeseprinciples’’(1971;4S4). 
Such a society is relatively homogeneous in 
its basic moral beliefs and there is broad 
agreement about what constitutes the good 
life. Since a well-ordered society endures 
over time,its conception ofjusticeis supposed 
to be st^le, i e, when institutions are just, as 
(tefined by the conception of justice, those 
taking part in these arrangements acquire the 
corresponding sense of justice and clesiie to 
do their part in maintaining fhem. 

Such stability provirted a basis for Rawls to 
argue that justice as fairness was a 
comprehensive philosophical doctrine. But 
Rawls faced a problem because the idea of a 
well-ordered society of justice as fairness is 
not only unrealistic but is also incompatible 
with the fact of reasonable’pluralism. In his 
new book, he sets the tone of this argument 
thus; 

A modern democratic society is charac¬ 
terised not simply by a pluralism of compre¬ 
hensive religious, philosophical, and moral 
doctrines but by a pluralism of incompatible 
yet reasonable comprehensive doctrines. No 
one of these doctrines is affirmed by citizens 
generally. Nor should one expect that in the 
foreseeable future one of them, or some other 
reasonable docuine, will ever be affirtiwd by 
all, or nearly all, citizens. Political liboalism 
assumes that, for political purposes, a plura¬ 
lity of reasonable yet incom|Mtible compre¬ 
hensive doctrines is the normal result of the 
exercise of human reason within the fiame- 
work of the free institutions of aconstitutionai 
democratic regime. Political liberalism also 
supposes that a reasonable comprehensive 
doctnne does not reject the essentials of a 
democratic regime (1993; xvi). 

Now, instead of looking for a comprehensive 
moral doctrine, Rawls attempts to present a 
political conception of justice. 'This justice is 
the focus of an overlapping consensus of 
reasonable comprehensive doctrines. Justice 
as fairness is now presented as an example of' 
such apolitical conception. Being thefocusof 
an overlapping consensus, it can be endorsed 
by the mainrdigious, philosophical and moral 
docuines that endure over time in a well- 
ordered society, it is the most likely basis of 
social unity availableinaconstitutional demo¬ 
cratic regime. Were it achieved, Rawls 
believes, it would extend and complete the 
movemoit of thought that began three cen- 
turii.^ ago with the gradual acceptance of the 


principle of toleration. This process would 
end with the full acceptance and under¬ 
standing of modem liberties. , 

The problems of contemporary political 
life do not centre around simply tte issue of 
religious toleration but extend to diverse issues 
based on race, ethnicity, gender, etc. This 
calls for a differoit set of principles of justice 
which A Theory of Justice did not discuss. 
Rawls is aware of this. Ihe earlier version of 
liberalism was intrinsically faulty becauseit 
relied on abstract concept of the pmon and 
used individualist, non-social idea of human 
nature. It employed an unworkable distinction 
between the public and the private that 
rendered it unaNe to deal with the problems of 
gender and family. It is because of these 
problems that Rawls sets out to present bis 
notion of justice as fairness as a form of 
political liberalism. He seems to argue that it 
is possible to dellnate the fair terms of social 
co-operation between citizens characterised 
as ftw and equal yet divided by profound 
doctrinal conflicts. This is a problem of 
political justice and not a problem about the 
highest good. The general problems of mwal 
pMlosophy are not the concern of political 
liberalism, except insofar as they aflect tiie 
way the background culture and its com- 
prdiouive doctrines tend to support a c«i- 
stitutional (femoaatic regime. 

Thus Rawls’ Political UberaUm raises 
two fundamental questions about, political 
Justice in a democi^c society; What is the 
moat ^ipropriate conception of justice for 
specify!^ the fair termsofsocial co-operation 
b^een citizois regarded as flee and equal, 
and as My co-operating members of society 
over a complete life, from one generation to 
the next? are the grounds of toleration, 
given the fact thtt the political culture of a 
democratic society is always marked by a 
diversity of opposing an irreconcilable 
rdlgious, philosi^cal and toottl doctrines? 
Rawls finds it remarkable that in spite of the 
deeply opposed views in almost every 
democratic country,Ifaerecouldbeapossibility 
of obtaining just co-operation amoiig fteeand 
equal citizens. He thinks that political 
liberalism could provide a solutiem to this 
intractable problem. 

An important reason for the conflict in a 
cottstitiitional democracy it the deeply 
contested ideas about how the vahiesoflib^ 
and equality ate best expressed in the basic 
rights pf citizens so as to answer to the daiins 
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of both liboty and equality. Rawls thinks 
that his idqa of justice as fairness tries to 
adjudicate between the two contending 
values. He attempts- to show that a certain 
arrangement of basic political and social 
institutions is more appropnate to realising 
both the values of libmy and equality when 
the citizens are conceived as free and equal. 

One has to start by looking to the public 
culture as the shai^ fund of implicitly 
recognised basic ideas and principles, llte 
sharing of such convictions emerges out of 
the historical experiences of citizens. Giving 
examples ftom the American society, Rawls 
says that religious toleration is now accepted 
and no one openly professes an argument for 
persecution. Similarly, slavery which caused 
a civil war is now rejected as inherently unjust 
and no one would (tefend it as a social policy. 
“We collect such settled convictions as the 
belief in religious toleration and the rejection 
of slavery and try to organise the basic ideas 
and principles implicit in these convictions 
into a coherent conception of justice. These 
convictions are provisional fixed points that 
It seems any reasonable conception must 
account for” (1993:8). Such considered con> 
victions which are alsodescribed as ‘reflective 
equilibrium’ become the basis of the political 
conception of justice. The aim of justice as 
fairness is to present itself as a conception that 
may be sha^ by citizens as a basis of a 
reasoned, infomuKl, and willing political 
agreenwnt. It expresses their shared and public 
political reason. 

A political conception of justice is presented 
as, what Rawls calls, a ‘freestanding view’. It 
offers no specific metaphysical or epistemo¬ 
logical doctrine beyond what is iiriplied by the 
political conception itself. It is assumed that 
all citizens would affirm their own compre¬ 
hensive doctrines, to which the political con- 
ceptibn they accept is in some way related. 
But the latter is not a part of or derivable 
from any comprehensive doctrine. Rawls 
explains this by using acontemporary phrase: 
“[T]he politii^ conception is a module, an 
essential constituent part, that fits into or can 
be supported by various reasonable and 
comprehensive doctrines that endure in the 
society related by it. This means that it cart 
be presented without saying, or knowing, or 
hazarding a conjecture about [the] doctrine 
It may belong to, or lie supported by" (1993: 
12-13). Thus a freestanding political 
conception does not deny there being other 
values; nor does it say that political values are 
separate from other values. Rawls’ aim seems 
to specify the political domain and its 
coiKsption of justice in such a way that its 
institutions can gain the support of an 
overlapping consensus. 

Citizens vriio affirm reasonablebut opposing 
comprehensive doctrines belong to an over¬ 
lapping consensus, i e, they generaliy endorse 
that conception of justice which endorses the 
content of dieir political judgment of basic 
institutions. The object of consensus is itself 
a moral conceptioa It ^s affiimed on moral 


grounds. It includes conceptions of society 
and of citizens as penoni, as well as of 
principles of justice, and an account of the 
political virtues through which thpseprinciples 
are embodied in human character and 
expressed in pflblic life. An overlapping 
consensus, therefore, ”is not merely a 
consensus on accepting certain authorities, 
or on complying with certain institutional 
arrangemenu, founded on a convergence of 
self- or group-interests” (1993:147). All 
those who affirm the -political conception 
start from within their comprehensive view 
and draw on religious, philosophical and moral 
grounds it provides. They will not withdraw 
Aeir support of it should the relative strength 
of their view in society increase and eventually 
become dominant. Thus overlapping con¬ 
sensus is supposed to be stable in spite of the 
shifts in the distribution of politit^ power. 
Hence Rawls excludes the possibility of the 
creation of a political community united by 
the affirmation of the same polid^ doctnne. 
The moral quality of public life is achieved 
because the citizens share a common aim 
rather than by the oppressive^use of state 
power. 

This notion of the exercise of power by the 
people was missing in the earlier writings of 
Rawls [Sarangi \99l].lnPoUticalLil>emlum, 
he introduces the ideaof'public reason* as the 
basis of the liberal legitimacy of the state. He 
describes it as the intellectual and moral power 
of thecitizens, though limited toconstitutional 
essentials and questions of basic justice: 
“...in a democratic society public reason is 
the reason of equal cidzais who, inacollective 
body, exercise final political and coercive 
power over one another in oiacting laws and 
in amending their constitution” (1993:214). 
Public reason imposes a limitation on the 
exercise of coercive political authority over 
the most fundamental values of the polity. 
Gtizens share in political power as free and 
equal persons, and being reasonable and 
rational they have a duty of civility to appeal 
to public reason. They are to “conduct their 
fiuidamentai discussions within the framewoik 
of what each regards as a political conception 
of justice based on the values that the others 
can reasonably be expected to endorse and 
each is, in good faith, prepared to defend that 
conception so understood” (1993:226). This 
mrans that each one of us must have, and be 
reiuly to explain a criterion of what principles 
and guidelines we think other citizens (who 
are fiwandequaDmay reasonably beexpected 
to endorse along with us. It is inevitable and 
often desirable that citizens have different 
view^ as to the most appropriate political 
conception becdute the publrepoliticai culture 
IS bound to contain different fundamental 
ideas that can be developed in different ways. 
Thus an ideal of public reason is an appropriate 
complement of a constitutional democratic 
culture which is marked by a plurality of 
reasonable comprehoisive doctrines. 

Rawls* intoest in the political conception 
of justice leads him to emphasise on the role 
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of a citizen in'a democratic state rather than 
on the abstract individual. However, his 
procedure for achieving social co-operatiai 
IS the same as before; citizens are viewed u 
persons whocan engage in social co-opoadOB 
over compile life. They can adjust dieir 
ends so that those ends can be pursued by the 
means they can reasonidily expect to ac^re 
in return for what they can reasonably expect 
to contribute. The iitA of responsiUlity for 
ends is implicit in the public political culture. 
Instead of a metaphysical doctrine of persons, 
Rawls presents a conception of persons as 
politicsj beings. These citizens are represen¬ 
ted in the original position as free and equal. 
They think of themselves as free in three 
respects: first, as having a moral power to 
form, to revise, and rationally to pursue a 
conceptionof die good; second, as bdng self- 
authenticating sources of valid claims; and 
third, as capable of taking responsibility for 
their ends (1993:72). Being free in these 
respects mbles citizens to be both radonally 
and fully autonomous. Rational autonomy 
rests on posons’ intellectual and moral powers. 

It enables them to deliberate in accordance 
with their conception of the good. It is in their 
public recognition and the- informed 
application of the principles of justice in their 
political life, as their effective sense of justice 
directs, that citizens achieve full autonomy. 
As stated by Rawls: “[Fjull autonomy... is a 
political and not an ethical value. By that I 
mean that it is realised in public life by 
affimung the political principles of justice 
and enjoying the protections of the buic 
rights and liberties; it is also realised by. 
participiding in society’s public affaire and 
sharing in its collective self-determinatioa 
over time” (1993:77-78). 

II 

On the whole, Rawls now asserts that 
justice as fairness is a poUikal conceptioa 
and not a metaphysical one. However, he 
dbems to be attaching several meanings to the 
term ‘political conception of justice’. Such a 
conception is directed towards the basic 
stracture of society rather than toward a,full 
range of moral conduct. It therefore acce^ a 
sharp distinction between public and non¬ 
public principles. At the same time, it is a 
moral notion because it rests on the possibility 
of conscientious public action and not on pure 
Hc^besian appeal to rational self-interest. 
Further, a political conceptimi is constrained 
by the requiremoits of practicality. It is based 
on the facts of politi^ history and social 
development. It is drawn from a^ addirsi^ 
to a specific public culture. Its justificalioa 
lies in sharing the understanding of that culture 
ratherthan its conespondencetosomeunivene 
of moral facts. Also, it is supposed (b bc ,| 
independent of the broad philosophical, 
metaphysical and religious commitments. ^ 

ItisnotclearwhetherRawls’revisionofhis i{ 
conception ofjustice adequately counters the ^ 
criliqueofcommunitarians(eg,Sanddl982] 1 
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that U< conception of the self is self-created 
wd freely fhosenhsopposed to the constitutive 
conception of the self in whichit is history and 
circumstances that constitute individual 
identities. Rawls' strategy seems to deny that 
liberalism rests on any specific concqition of 
individuality. One enters the original position 
not by denying one’s unique self-hood, but by 
blacking out the kiwwledge of social position 
which might be morally arbitrary. The veil of 
ignorance, theraore, has “no specific 
metaphysical implications concerning the 
lutureof the self; it does not imply that the self 
isontologically prior to the factsabout persons 
that the parties are excluded from knowing" 
(1993:27). 

One may object to Rawls’ arguments on 
several grounds. It is one thing to say that 
liberalism does not presuppose a single 
metaphysical view of the individual, but quite 
another to say that liberalism is compatible 
with all such views. Rawls seems to depend 
on the latter claim which cannot be easily 
sustained [Gutmann 198S). Secondly, 
Rawls’ argument depends on a specific affir- 
mi^ve conception of individuality: persons 
must be emotionally, intellectually and 
ontologically capable of drawing an effective 
line between their public and nun-public 
identities. This may defeat the very purpose of 
anonymity assiKiaied with the id^ of a veil of 
ignorance. Thtidly, conflict wiihitt4iberal so¬ 
cieties may force metaphysical is.sues onto 
the public agenda. Consider the i.ssue of ntm- 
discriinination. It raises the question as to who 
is to be treated as an equal member of moral 
community. Public authority may be used to 
defend equal nghts of all moral persons. Yet, 
doing this in circumstances of deep moral 
dlsagieemem risks di scord and even violence. 

At the same time, Rawls 'revised version of 
liberalism does not rest on the unencumbered 
self. He seems to be convinced that indi¬ 
viduality IS not only shaped but also threatened 
by the community. He expects individuals to 
be endowed with the capacity for cntical 
reflection on the institutions and pre¬ 
suppositions of their society as also for non- 
coerced choice essential to moral action. ‘To 
have th^'lcapacity to become aware of the 
inner contradictions of one’s own society is 
precisely the kind of reflective distance 
required by the liberal conceptions of 
individuality.. liberal theory needs no more; 
^ the communitarian critics of liberalism 
caimot in the last analysis deny its possibility’' 
tGalston 1989: 722]. 

* Rawls has narrowed down his conception 
^f political philosophy addressing to a 
\peciftc public culture, that of democratic 
miety. Earlier, A Theory of Justice was 
Applauded partly because it was seen as 
Jestoringthelegitimacy of truth-based political 
'valuations. He contended at that time that his 
hieory was neither produced by specific 
historical and social circumstances nor 
to defend any existing order. He has 
jubaequeiUly abandoned this effort. Political 

ilosophy, be now contends, is always 


addressed to a specific public culture, h 
proposes principles congenial tospedfichisto- 
ticid traditions. Justice as fairness presents 
itself “not as a conception of justice that is 
true, but one that can serve as a basis of 
informed and villing political agreement. 
...Philosophy as the search for truth itout an 
independent metaphysical and moru order 
cannot, I believe, provide a workable and 
shared basis for a political conception of 
justice in a democratic society" (1983:230). 

It seems that the Rawlsian it^ of mold 
personality is the predominant self-under¬ 
standing held by contemporary citizens of 
liberal democratic societies. Rawls, like Hegel, 
has transposed the Kantian idea of the free 
and equal moral personality from the realm of 
transcendental reason to the realm of history. 
However, in the absence of some sort of 
philosophy of history, there is no obvious 
reason to accord moral significance to the 
subjective beliefs about moral personality 
held by contemporary liberal citizens. “One 
needs to moralise history if one is going to 
develop a moral theory of justice out of 
histoncal circumstance. Otherwise, the moral 
character of the political interpretation of 
justice as fairness is left unexplained and 
ungrounded" [Neal 1990:47]. 

Rawls has to clarify as to how.the existence 
of an overlapping consensus on a conception 
of justice can be empirically ascertained and 
whether the presentation of a political 
conception is the best way to gain sufficient 
consensus for stable unity. He seems to be 
satisfied with merely imaginatively realisable 
consensus on a principle of justice. He even 
goes on to justify this utopianism: “[P]oliticai 
philosophy assumes the role Kant gave to 
philosophy generally: the defence of 
reasonable faith in the possibility of just 
constitutional regime” (1W3:172). Whether 
such a reasonable faith can remain divorced 
from metaphysical implications of political 
philosophy is not certain. 

Although Rawls’ political conception of 
justice is not defined in opposition to moral, 
he nevertheless wants it to be understood as 
something not founded on a comprehensive 
moral ideal. He wants to maintain a balance 
between the Hobbesian strand ofliberalism— 
liberalism as a modus vivendi secured by a 
convergence of self and group interests—and 
a liberalism founded on a comprehensive 
moral doctrine such as that of Kant and Mill. 
Perhaps he fears that a Hobbesian reading of 
the political would fail to ptovidea sufficiently 
moral account of the citizens’ obligation to 
accept and obey the institutional practices 
which would result from the original position. 
At the same time, he does not want his 
conception of justice to be premised on a 
comprehensive moral ideal of individual 
character, because in that case it would fail to 
qualify as a non-controversial conception of a 
procedure capable of adjudicating conflict 
among moral ideals. 

It goes to the credit of Rawls that he seems 
to have found a way of solving what might be 


called a paradox ai liberalism. On the one 
hand, lib^ism is committed to tdennee. 
Hence, state has to remain neutral in the 
conflict of ideas among citizens. On the other 
hand, liberalism also demands partiality for 
itself. It requires that force be us^ against the 
individuals challenging the principle of 
tolerance. “Rawls’ justification of a political 
conception as part of an overlapping consotsus 
allows him to argue, on everyone’s bdudf, 
that the substantive conception of justice 
included within it is nght (and worthy of 
enforcement through state power) even while 
remaining tolerant of (and impaired 
towards) the disparate ideas, life-styles, 
religions, and moral views of the citizenry’’ 
[Hampton 1989: 803). Now it is clear why 
Rawls says that formulating a political 
conception of justice is simply applying tin 
principle of toleration to philosophy itself. It 
IS worth pondering over the idea that political 
philosophy is useful to a liberal society only if 
it rids itself of all metaphysical views so as to 
be properly tolerant of the diversity of ideas 
and practices in a country’s politick culture. 

Note 

* Unless otherwise mentioned, references in the 
parentheses are to the works by Rawls. 
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SPECIAL AimCLES 


Regional Variation in Demographic Consequences 
of Famines in Late 19th and Early 

2(Hh Century India » ;;; 

Anip Maharatna 

India provides a good opportunity for analysing famine demography from a historical perspective. While analysis at an 
aggregate level provides an understanding of short-term demographic responses, analysis cf inter-district variations helps 
to assess the relative importance of factors such as drought severity, relief provision, flow ofmgration, etc, that shaped the 
demographic outcome. 


WHILE demographic considerations arc 
central to an understanding of famine' this 
aspect appears to be a relatively less re¬ 
searched arca.^ However, there have been 
some’serious attempts, in recent times to¬ 
wards providing useful insights on famine 
demography.’ In this context India provides 
d good opportunity of analysing famine 
demography from a historical perspective.^ 
Tim Dyson m a recent study has exploited 
this opportunity by analysing demography 
of India’s four major historical famines, 
namely, those of 1876-78, 1896-97, 1899- 
1900 and 1943-44.’ In Dyson's study, how¬ 
ever, the analysts is at an aggregate provin¬ 
cial level. While this provides an under¬ 
standing of short-term aggregate demo¬ 
graphic responses during the famine pro¬ 
cess, the question of spatial variation has not 
been addressed at ail in Dyson’s study. But 
examination of regional variation within a 
province should also provide insights into 
the factors which contnbute to demographic 
consequences. Hiis is because in major fam¬ 
ines not all areas were similarly afflicted in 
terms of excess deaths. So inter-district 
analysis should help assess the relative im¬ 
portance of factors (e g, drought severity, 
and relief provision) that shaped the demo¬ 
graphic outcomes. 

Of course, the question of regional varia¬ 
tion IS potentially far more complex than an 
aggregate province-level analysis. Indeed, a 
comprehensive study of spatial variation in 
demographic consequences might involve 
many complex forces (e gi economic condi¬ 
tions, regional ecology, variation of infra¬ 
structure, and different patterns of relief). 
Thus a region with a relatively large propor- 
uon of irrigated land can be expected to cope 
belter with a drought than a solely rainfall 
dependent region. However, given the exist¬ 
ence of transport and communications net¬ 
work, trading and speculative activities may 
tend to spread dearth and high food prices 


across all regions—irrigated or unirrigated. 
This, in the context of an integrated market, 
a region with little loss of farm activities and 
employment may still experience a nse in 
food prices and associated distress, while a 
drought-affected region suffers both from 
employment (hence income) loss and price 
rise. Prom these coitsiderations it may be 
hypothesised that regional variation in price 
rises actually may be a poor indicator of 
regional variation in famine distress (espe¬ 
cially where a transport network is fairly 
developed). Funbenlnore, variation in the 
demographic impact of a famine may also 
involve factors such as migration, relief 
provision, and epidenfics. Thus a significant 
flow of migration frdm one region to an¬ 
other, other things eijual, will inflate the 
number of registered deaths in a receiving 
area and vice versa. Regional patterns of 
relief may also influence demographic con¬ 
sequences. A better provision of relief in 
one area may be hypothesised to mean less 
distress and less associated excess mortality. 

The purpose of the present paper is to 
examine some of these issues using dis¬ 
trict-level data for selected major famine 
locations in the Indian subcontinent. These 
are the Bombay famines of 1876-78 and 
1896-97, the Punjab famine of 1899-19(X) 
and the United Provinces of Agra and Oudh 
(called United Provinces henceforth) fam¬ 
ine of 1907-08.‘ All these famines were 
‘msgor’ both in the sense of ‘severity’ of 
distress and its spread across wide areas of 
the Indian subcontinent.’ The selection of 
these locations has largely been influenced 
by the availability of a relatively good quai¬ 
ls data and other official documents. The 
primary source of district-level demographic 
data is the registration system.* There is no 
doubt that regisuadon coverage was far 
flom complete This problem was particu¬ 
larly pronounced during the early days of 
the registration system. However, it should 


also be noted that there has been a signifi¬ 
cant provincial vanadon in quality of regis¬ 
tration. For example, the registration sys¬ 
tem was relatively good in Central Piw- 
inces, Berar, Bombay Presidoicy, Punjab 
and United Provinces.* 

During periods of social disruption such 
as accompanied by famine, it is possible that 
quahty of registration sometimes deterio¬ 
rated. But this was not necessarily the case. 
Famine conditions often led to augmented 
registration efforts.'* While there mighthave 
been regional differences in registratioa 
quality this problem should not prevent one 
from using registration data for the purpose 
of assessing changes dunng dw famine pro¬ 
cess from the pre-famine levels. Even if 
there was a deterioration in registration 
coverage during famines, assessing inter¬ 
district variation in demographic impact 
should not be difflcult, provided all districts 
suffered somewhat uniformly in terms of 
deterioration in registration operations. The 
principal sources of information on non¬ 
demographic variables (e g, reponal varia¬ 
tion in drought, crop failure, price rises, and 
relief) are the annual provincial administra¬ 
tion reports and separate provincial (often 
very voluminous) reports on famine admin¬ 
istration. 

Few more general points are worth noting 
here. First, the single most important pre¬ 
cipitating factor in all these famines was 
drought. Thus the events associated with 
different stages of famine (i e, early signs, 
peak of the crisis and tapering o^ were 
somewhat common to all these famines." 
The onset of drought (around early July) 
immediately triggered food prices, and this 
together with the loss of farm employment 
resulting from a very low agricultural pro¬ 
duction (of both kharif and rabi crops), 
conuibuted to a drastic entitlement faihm 
for the majority of rural population. Migra¬ 
tion in search of food or employment was a 
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common reqxwM. Famiiw diiimt in tibe 
fomu of itaivadon and acute undcrautrition 
nmally tended to peakovo' the period until 
the reaumption of monioon in the year 
followiog drought. 

Second, the chief governmental effort to 
tackle famine coniiited of relief provision 
foe the most vulnerable sections. There was 
DO governmental control over prices, sup* 
^ea and distribution of food, which were 
basicallv left to maricet forces and [Mvate 
traders.” Organisation of relief policy was 
the responsibility of the local-level admin- 
isttation.” For example, a district was en¬ 
titled to government relief provision only 
after local-level administrators bad declared 
theexistence of famine conditions. Accord¬ 
ingly, in theprovincial reports onthefamine 
adri^stration districts have, almost always, 
been clauified into 'famine districts’ and 
'non-famine districu’. Official declaration 
of famine in a locality was usually based on 
some ‘tests’. For example, 'test weeks’ (i e, 
provision of paid works on a very small 
scale) were set up initially to test whether or 
not the {Hovision of large-scale relief work 
in that locality was justified. 

Relief measures were in two basic forms; 
direct and indirect. The most important 
measure of relief was the provision of mas¬ 
sive public works at subsistence wages (paid 
in cuh) for those who came forward for it. 
Comfdementary to public works was gratu¬ 
itous relief for those who were unable to 
work. Gratuitous relief usually took the 
form of either cash doles or cooked food in 
the relief kitchens oisotpoor houses. Indirect 
relief measures usually included remissions 
from land revenue, and agricultural loans 
for both subsistence and production. 

Bombay Fami.mb op 1876-78 

The Bombay presidency, or at least a 
large part of it, has traditionally been vul¬ 
nerable to drought and famine. This is, of 
course, related to the scanty and uneven 
nature of monsoon rainfall in this vast and 
largely unirrigated land! The proportion of 
irrigated land to the total under cultivation 
,< j has always been less than 5 per cent.'* 

) However, all regions were not equally vulner- 
j able to drought. Table 1 provides some 
I background on 23 districts, grouped into 
,, ( fourdivisions.undertheBritish administra- 
f'.'j tion in the years immediately before the 
.< 1876-78 famine. Of the four divisions 
Kiv 1 only Konkan normally received abundant 
rain. Both Deccan and Gujarat were usu¬ 
ally the recipients of scanty rainfall and 
' were thus relatively dry. However the 
districts of Sind division were the driest 
(Table 1).” However, Sind was not as 
vulnerable to drought-related famine as 
the Deccan. This was partly due to the fact 
that ^ind division—being extremely 
diy—used to rely on the cultivation of diy 
crops like cotton, sugar-cane, and wheat. 


Also, agricultural production wu laigdy 
based on the waters of the Imlus river rather 
than on the monsoon rains.” Sind's relative 
prosperity and lesser vulnerability todrought 
was amply reQected in the fact of veiy high 
productivity of cotton cultivation, especiafiy 
compared to the Deccan (Table 1). Gujarat 
division, though dry, was not always af¬ 
fected by a general monsoon failure as se¬ 
verely as was Deccan. This was partly be¬ 
cause ‘ ‘the southm districts of Gujarat lie 
open to the sea (ratha than shielded behind 
tlie Ghats)”.” 

Tlie vitd rates for 1874-75 in Table 1 
clearly indicate that the registration data 
were deficient; and the level of 
underregistration was almori certainly not 
uniform across districts. Veiy low regis¬ 
tered vital rates for the districts of Sind 
reflect the division's own special difficul¬ 
ties in establishing the registration system.” 
However, while we cannot attach much 
confidence to the levels of these vital rates, 
proportionate changes in registered deaths 
and births may still be used for inter-district 


comparisons. Of course, we do this under 
the assumption that both registntiott cover¬ 
age and its inter-district differentials did not 
change aigniHcantiy within the voy short 
space of time involved. Note that the 
Deccan and Gujarat divisions registered 
comparatively high death rates in 1874-75. 
Relatively lower registoed death and Ixrth 
rates in I&mkan division may be indicative 
that registration coverage in this region was 
slightly less. However, Konkan being a re¬ 
gion of abundant rainfall, this may also be 
partly a reflection of the fact that tMs regicin 
was relatively secure from famine.'* 

We now analyse regional variation in the 
demographic consequences of the 1876-77 
famine. Table 2 provides key indices of 
drought, crop losses, price rises, mortality 
and fertility effects and also relief provi¬ 
sions across the districts of Bcxnbay [xesi- 
dency. The officially declared famine dis¬ 
tricts (i e, the Deccan division)—^which 
were the only ones provided with govern¬ 
ment relief—have bwn distinguish^ from 
the rest; and districts in both groups have 


Tablb 1: Backoxound Information on Districts ourino the Prb-Pamme I^riod: Bombay Prbsioenct 


DislTiciA}ivision 

I'c^tation- 
according to 

1872 Census 

Average 

Annual 

Rainfall 

1872-74 

Yield of 
Clean Cotton 
Per Acre 
1873-76 (lbs) 

CBR 

1874-75 

CDR 

1874-73 

Deccan division 

Khandesh 

10,28.642 

38.1 

44.84 

19.9 

22.3 

Nasik 

7,34,386 

29.9 

37.08 

26.3 

21.1 

Poona 

9.07,235 . 

63.8 

43.16 

22.7 

20.0 

Satara 

10,61,002 

88.0 

41.02 

28.8 

20.2 

Ahmednagar 

7,73,938 

45.7 

12.87 

30.8 

24.3 

Sholapur 

7,18,034 

42.9 

23.87 

20.8 

19.4 

Bijapur 

8,16,037 

34.2 

10.02 

21.3 

18.1 

Bcigaum 

9,38,037 

60.6 

29.92 

• 29.4 

26.3 

Dharwor 

9,88,037 

47.9 

46.24 

28.4 

26.5 

Total 

79.66,061 

50.1* 

34.33* 

23.4 

22.2 

Konkan division 

Ksnara 

3,98,406 

139.1 


30.4 

27.8 

Ratnagiri 

10,19,136 

179.9 • 

— 

15.4 

13.4 

KiRiala 

3,30,045 

125.2 

— 

14.7 

13.2 

lliana 

8.47.424 

192.8 

— 

21.0 

20.9 

Total 

26.13.011 

164.3* 

— 

19.4 

18.0 

Gujarat division 

Sural 

6,07.087 

79.4 

132.05 

24.1 

26.4 

Rroach 

3,50.322 

35.6 

73.18 

16.4 

23.8 

Kaira 

7,82,733 

46.3 

143.25 

20.3 

23.4 

Panch Mahals 

2.40,743 

46.2 

na 

17.6 

15.6 

Ahmcdabad 

8,29.637 

34.7 

50.17 

18.9 

24.3 

Total 

28.10.522 

52.5* 

99.66* 

20.0 

23.7 

Sind division 

Ilyilerabad 

7.21,947 

9.5 

425.01 

5.8 

8.2 

iW and Parkar 

1,80,761 

14.9 

206.53 

6.0 

6.2 

Sikarpur 

7.76.227 

. 8.3 

49.64 

6.0 

9.6 

Kurrachee 

4,23,495 

6.3 

190.07 

. 8.4 

11.3 

Upper Sind 

89,985 

6.4 

117.14 

8.6 

9.1 

Total 

21.92,413 

9.1* 

197.78* 

65 

9.2 

Bombay City 

6,44,305 

— 

— 

20.1 

23.9 

Bombay Presidency 

1,62,28.174 

69.0* 

93.61* 

20.8 

20.2 


Xaies- (t) Figures marked (*) are the respective uaweighled averages of the dtsirici-Ievel figares. 

(2) Ihere was almost no cotton cultivatkHi in the Konkan division. 

Souicer Rainfall and demographic data: Amual Report of the Solitary Commissioner for the 
Bombay Govennnenr.Oovemment Press, Bombay, various years; data on yields of cottoa: 
General Report on the Admimstralum of the Bombay Presidency for the year I87S-76, 
Government Press, Bombay, 1877. 
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been nnked leparately (in deecending or¬ 
der) with legnd to the scale of mortality 
increase. It is dear from Table 2 that almost 
all of the Deccan region experienced a sig¬ 
nificant shntfall of rain in 1876 and hence 
much of the mamally cultivated land had to 
remain uncultivated during 1876-77. Al¬ 
though shcrtfalls in both rain and land cul¬ 
tivation from pre-famine levels were not 
confined to the districts of the Deccan, it is 
a{q>arent that such failures were relatively 
less in the other divisions. Indeed,- some 
districts (e g, Sikarpur and Broach) even 
recorded a slight increase in the area under 
cultivation in 1876-77.^ This difference 
between the Deccan and other regions was 
also reflected in food prices. The districts of 
the Deccan (i e, the ‘famine districts') gen¬ 
erally experienced higher price inoreases 
than other regions. Ihis probably partly 
reflects the fact that markets were not very 
well integrated. This should be judged in the 
light of the available transport and commu¬ 
nication facilities which were, though de¬ 
veloping, still relatively poor during the late 
1870 b. Thus the,implication is that famine 
distress (particularly as evinced by rising 
prices) could not spread uniformly across 
districts. Conditions of severe famine dis¬ 
tress were relatively confined to areas which 
were most severely affected by crop failures. 

While the number of rcgisternl deaths 
more than doubled in the ‘famine dis¬ 
tricts', the ‘non-famine’ areason average 
recorded a modest (if not entirely negli¬ 
gible) increase in mortality (Table 2). 
Similarly, the registered number of births 
in 1878—which can be taken as approxi¬ 
mately indicative of ihc number of concep¬ 
tions in the peak famine year of 1877—ap¬ 
pears to have been reduced by about 50 per 
cent on average in the Deccan division; but 
all the other divisions, taken together, seem 
to have experienced no appreciable decline 
in births (Table 2). Thus considering these 
two groups of districts—famine and non¬ 
famine—we find a clear correspondence 
between their presumed economic and de¬ 
mographic vulnerability. 

Table 3 presents correlation matrix for the 
relevant measures. It shows that correla¬ 
tions of index of land cultivation with indi¬ 
ces of rainfall failure and price rises are 
respectively positive and negative—both 
being statistically significant and in ex¬ 
pected directions. This implies that failures 
of the rains played a distinct port in deter¬ 
mining failures of agriculture and lienee 
price increases. As also can be seen from 
Table 3, the correlations of the index of 
births with the index of land cultivation and 
price are of the expected signs and also 
statistically significant. Note, however, that 
the relationship between the index of mor¬ 
tality and the index of land cultivaticm is 
much stronger (-0.72) than with the rela¬ 
tionship with index of price (0.32). There 


aufy be a suggestion here that the extent of 
production failure is a better measure of 
distress than price rises perse. Note too that 
the reduction in births corresponds better 
with regional variation in the measures of 
distress. Moreover, the ccaielation coeffi¬ 
cient between the indices of deaths and 
births is negative (as expected) and also 
statistically quitesignificant. However, there 
are some notable inegularities to these 


generalisations atlhedistrict levd. Formt- 
ample, some non-famine districts (eg, Thar 
and Patkar, and Kanara) experience very 
large increases in monality—even lar^ 
than some famine districts. As mentioMd 
earlier, the division of districts into ‘fam¬ 
ine’ and ‘non-famine* was based on assess¬ 
ments made 1^ district officials. However, 
such a sharp official distinction did not 
conform Strictly to the real regional varia- 


Table 2; Indices of RaInpau., Land undes Cultivation, Psices, Relief Psovisions, Mostauty and 
P brni mr by Distkkt dusinc Famine of 1876-78, Bombay Pbesidency 


DittncLs 

Index of 
Rainfall 
in 1876 
Compared 
with 
Average 
1872-74 

Index of 
Land 

Cultivated 
in 1876-77 
Compared 
with 
1874-75 

Index of 
Price of 
Jowar in 
1876-77 
Compared 
with 
1874-75 

Index of 
Deaths 
in 1877 
Compared 
with 
1874-75 

Index of 
Births 
in 1878 
Compared 
with 
1874-75 

Daily Average 
NoorPenoni 
on Relief 
Per 1000 
Populithw 

Famine Districts 







Bijapur 

13 

27 

176 

.561 

16 

80.7 (8.1) 

Dharwar 

28 

51 

186 

320 

35 

38.3 (3.8) 

Belgaum 

35 

62 

169 

282 

42 

33.7 (3.4) 

Shalapur 

14 

34 

365 

252 

45 

84.9 (8.3) 

Satara 

44 

62 

248 

243 

61 

31.4 a-i) 

Poona 

40 

48 

215 

170 

37 

56.5 (5.6) 

Nasik 

86 

na 

135 

168 

80 

17.0 (1.7) 

Ahmednagar 

23 

60 

231 

164 

30 

44.4 (4.4) 

Khandesh 

33 

95 

160 

112 

too 

5.0 (2.3) 

Average 

35* 

55* 

209* 

248 

54 

41.9 (4.2) 

Non-famine Districts 







Thar and PR.^kar 

73 

76 

105 

220 

314 


Kanara 

46 

na 

136 

194 

66 


Ratnagiri 

36 

100 

na 

156 

87 


Hyderabad 

77 

97 

123 

149 

120 


Kurracliee 

151 

na 

121 

146 

93 


Kobala 

70 

98 

na 

135 

117 


'lhana 

43 

54 

123 

133 

92 


Sikarpur 

58 

105 

105 

98 

109 


Surat 

64 

68 

200 

95 

102 


Panch Mahal 

90 

na 

na 

94 

105 


Broach 

60 

108 

109 

92 

109 


Uppersind 

120 

na 

100 

89 

86 


Kaira 

68 

76 

157 

86 

98 


Ahmedabad 

77 

98 

135 

83 

103 


Average 

73* 

88* 

128* 

118 

98 


Bombay city 




198 

105 


Bombay Pmidency 




191 

92 



Nores; (1) Figures marked (*) are the respective unweighted averages 

(2) Figurr.% in parentheses ate the respective percentages of gratuitously relieved persons to the 
total number relieved. 

Sourcet: Data on pnees and area cultivated; General Report on the Atiministration of the Bombay 
Presidency, Government Ptess, Bombay, various years; data on relief; Report of the Indian 
Famine Commission, 1898, Volume lit. Appendix, London, 1899;on rainfallanddemogtaphic 
dau AnnualReportofdteSanUaryComnusstonerforGovemmenl of Bombay,Csostnweall 
Press. Bombay, various years. 


Table 3; Correlation Matrix Involving Demographic and Other Measures 
Presented in Table 2—Bombay Famine of 1876-78 



Index of Rain 
in 1876 

Index of l^icc 
in 1876-77 

Index of Deaths 
in 1877 

Index of Birthi 
in 1878 

Index of cultivauon in 1876-77 

0.69* 

-0.66* 

-0.72* 

0.86* 

Index of rain in 1876 


-0.64* 

-0.70* 

0.85* 

Index of price in 1876-77 



0.32 

-0.58* 

Index of deaths in 1877 




-0.84* 


Note; Data on changes in births and deadu for Thar and Parkar were excluded because of unduly 
extreme influences (see Table 2). 

* Less than 1 per cent level of tynificance. 


Bcoaomic and Political Wedtly June 4,1994 


1401 



tion of distress. For example, Kanara which 
teems to have received less than half the 
normal rainfall in 1876 may well have suf¬ 
fered great fotxl shortage and distress. Cer¬ 
tainly it seems to have experienced both 
considerable mortality increase and fertility 
reduction (Tahie 2). But Kanara waa not 
' officially recognised as a famine-affected 
diatiict and wu not provided with relief. 
Thus the case of Kanara may be an example 
of administrative failure in the identifica¬ 
tion and classification of districts. How¬ 
ever, the administration report for 1877-78 
stated that: “The district of Kanara, without 
being affected by scarcity, became the re- 
sortof numerous immigranu from the fam¬ 
ine country, who, being unaccustomed to 
the climate of the thickly-wooded coast and 
bill tracts, fell victims to fever and other 
diseases on their arrival’ ’ .’* 

On the other hand, unlike Kanara, mortal¬ 
ity increases in much of Sind division (e g, 
in Thar and Parkar, Kurrachee and 
Hyderabad) were not generally matched by 
signs of fertility reduction. Indeed, the fact 
that the registered number of deaths and 
births in Ihar ahd Parkar both more than 
douUed is striking (Table 2). As indicated 
earlier, the registration system, particularly 
in Sind, was extremely deficient. Apropos 
the enormous rise in registered births in 
Thar and Parkar in 1877 compared with the 
preceding year, the Adnunisiration Report 
writes that “no explanation of this increase 
has been given, but under the present system 
the registration of births and deaths cannot 
but be unsatisfactory".” In any case, an 
increase in the registered number of deaths 
(perhaps combined with an increased or 
constant number of registered births) in a 
less affected area may also be consistent 
with in-migration of famine victims. 

This is probably best illustrated by the 
indices of registe^ deaths and births for 
Bombay in Table 2. The city recorded a 
considerable increase in mortality in 1877 
with jvesumably no drop in the number of 
conceptions. In this context the AdMnistra- 
tion Report states that' ‘The year [1877) has 
been an exceptionally unhealthy one, and 
there was a large influx of labourers from 
the coast and Deccan, amongst whom fever 
was both prevalent and fatal to an extraordi¬ 
nary degree. The total number of immi- 
giiuits cannot be exactly stated, but during 
the six weeks that registration was carried 
on, it amounted to 36,258."” Note from 
Table 2 that in 1872 the population of 
Bombay city was only 6,44,405. So the 
volume of immigration was comparatively 
large. Note too from the foregoing quotation 
the poceptive linking of migration and 
mor^ity from ‘fever’. 

Relief operations may also exert an im- 
pwtant influence on regional pattern of de¬ 
mographic consequences Table 2 suggests 
diat relief provision was relatively great in 


those famine districts which experienced 
comparatively large reductions in cultivated 
area (presumably reflecting greater crop 
losses). The estimated correlation coeffi¬ 
cient tetween the index, of land cultivated 
and the measure of relief is negative and 
vayhi^(-0.9S).lDolbervMaidi,nlkfopcn- 
tioas appear to have been quile well tugeled. 

However, the impact that variation in 
the distribution of relief made on regional 
variation of mortality and fertility is not 
easy to judge simp^ by looking at the 
relevant district-level data in Table 2. 
Shalapur—-otperiencing severe drought and 
a large increase in oimlality—received the 
largest relief provision. Nearly equal relief 
provision in another most severely affected 
district, namely, Bijapur—whidi also re¬ 
corded the largest mortality increase—^ay 
be suggestive that although relief was gen¬ 
erally targeted in accordance with the sever¬ 
ity of distress, it was not very successful in 
{ueventing demographic crisis. This, in fact, 
may imply several things (which are not 
necessarily mutually exclusive), such as the 
untimeliness, inadequacy, or excessive 
harshness of the relief measures which were 
provided. It is also p(r>sible that tlic alliga¬ 


tion of large relief provisions to one area 
drew in victims from adjoining localities, 
and thus provoked epidemics and inflated 
the numb« of deaths in the receiving dis¬ 
tricts. But in turn this explanation im{dies 
inadequate relief provision in those areas 
fromwherepeoirieiiiigraled.AlltiiispRib- 
aUy reflects both the inadequate and hmh 
natiBv of the rdief provision. Rrqportknof 
gratuitous relief was indeed very small 
(Table 2).>* 

While the question of what would have 
happened to mtulality without relief re¬ 
mains open, the district-level data on relief 
and mortality efrects indic^ that rdief 

Tana 3: Coiuielatk>n Matux Invclvwo 
DeMOORAPHIC and OTHEX MeaSURSS PXSSBNnD 

IN Table 4—Bombay Famine op 1896-97 



Index of 
Deaths 
in 1897 

Index of 
Births 
in 1898 

Index of cr<v 



outturn in 1896-97 

-4).60* 

0.53* 

Index of deaths 



in 1897 


-0.80* 


Noter. For data used see Table 4. 


* sigoificaat St 1 per cent level. 


Table 4: DisTttKT-IO’via. Indices op Crop Failure. Rh UsF Provision, Mortality and ftmuiTY Mmcn 
DURiNO Bombay Famine of 1896-97 


Districts 

Index of Crop 

Index of 

Average Daily 

Index of 

Index of Births 


Outturn 

Price of Jowar 

No of Persons 

Deaths 

in 1898 


in 1896-97 

in 1896-97 

Relieved PCr 

in 1897 

Compared with 


t'ompared 

Compared 

1000 Population 

Compared 

Avenge of 


with 1894-93 

with Normal 

during the 

with Average 

189^95 




Fnmine 

of 1892-95 


(«) 

(2) 

(7) 

W 

(5) 

(6) 

Famine Districts 






Poona 

27 

211 

24 (34) 

177 

80 

Bijapur 

4 

225 

95 (12) 

176 

68 

Satara 

63 

206 

13 (7) 

167 

74 

Na.sik 

32 

239 

21 (3) 

156 

83 

Shalapur 

8 

225 

125 (8) 

150 

70 

Belgaum 

30 

174 

9 (6) 

142 

83 

Khandesh 

32 

259 

10 (1) 

127 

91 

Ahmednagar 

39 

247 

74 (11) 

120 

79 

Dharwar 

50 

196 

2 (37) 

117 

83 

Average 

Non-famine Districts 

31* 

220* 

41 (U) 

147 

80 

Thana 

39 



152 

96 

Cobala 

42 



137 

101 

Ratnagin 

51 



134 

81 

Kanara 

47 



125 

77 

Surat 

50 



115 

99 

Thar and Parkar 

— 



115 

125 

Broach 

69 



88 

106 

Hyderabad 

— 



83 

83 

Panch Mahal 

53 



82 

113 

Ahmedabad 

61 



78 

106 

Kaira 

41 



77 

117 

Average 

50* 



109 

99 

Bombay City 




188 

70 


Notes-. (1) The figures marked (*) are the respective unweighted averages. (2) The figures iaflie 
parentheses are the respective percentages of persons on gratuitous form of relief to the total 
relieved. 


Sources: Column (2): Report on the Famine in the Bombay Presidency, IS99-I902, Vtriume D, 
Government Press, Bombay, 1903. p 1 5: Columns (3) and (4): Government of India, Appendix 
to the Report ef the Indian Famine Commission, 1896, Volume III, London: Oovemment 
ness, 1899, pp204 and 207, Columns fS) and (6^:AnnualReportcftheSaniiary Commissioner 
for the Govemmeni ef Bombay, Government ^ss, Bombay, various years. 
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potiey wu deffeieiit in ndtigaluig die great 
vofamUlily in die aioit sewrdy affected 
anaa. lod e^, die icatler plot between the 
iadaR of mortality and measure of rdief 
(based on Table 2) snggeets a positive rela- 
dfm, the estimated correlation codfident 
being 0.61. Thus, while allocation of relief 
pmMon wu beoadly directed towards the 
<Mvsrdy affected districts, it does not ap- 
paar to have been able to break the positive 
assedation b e twee n the severity of famine 
and cslentof mortality lise. 

Bombay Famnb of 18S)6-97 

The famine of 1896-97 in Bombay presi¬ 
dency "resulted less from the total insuffi¬ 
ciency of the rainfall than from its unreason¬ 
able distribution".” TaUe 4 presents dis¬ 
trict-level data on crop failure, relief, and 
mortality and fertility.” Famine was offi¬ 
cially declared in ninedistrictsof the Bombay 
Residency. Note that as in the famine of 
1876-78 ^ districts of tbe Deccan were 
only declared as famine affected. Relief 
provisions were also organised only for 
those nine districts. From Table 4 it appears 
that the famine-declared districts experi¬ 
enced considerable reductions in agricul¬ 
tural productivity in 1896-97. The remain¬ 
ing districts also seem to have experienced 
shmtfalls in productivity, but generally to a 
lesser extent. Average prices in 18^97 
more than doubled in most of tbe affected 
districts. Although data on prices for the 
non-famine districts were not provided in 
the Famine Commission Report, the "ten¬ 
dency of equality of prices in famine and 
non-famine tracts" basbeenav6ryconunon 
feature of Indian famines especially in the 
late 19th century when transport reached a 
higher level of development.'^ Thus 
Khandesh, which appears to have recorded 
the highest price rise, does not seem to have 
suffered most either in terms of productivity 
ormmtality. 

Proportional rises in mortality during the 
famine of 1896-97 were distinctly less than 
in the famine of 1876-78. The range of 
variation in mortality increase too appears 
to have been less in the famine of 18%-97 
(compare Tables 2 and 4). As can be seen, 
some of the 'non-famine’ districts seem to 
have experienced significant mortality in¬ 
creases compared to some 'famine' dis¬ 
tricts. In fact, tbe correlation coefficient 
between district-level ipdices of crop fail¬ 
ure and mortality increase, though positive, 
is somewhat lower than in the famine of two 
decades before (compare Tables 3 and 5). 
Thus, the suggestion from the data that 
mortality increases were less confined to the 
famine-glared areas (compared to the 
events of 1876-78) probably also reflects 
greater market integration. This is consis¬ 
tent withtiie increased developmentof trans¬ 
port networks (especially railways) during 
the last few decades of the 19th century. 


Note too that the assodation between the births. However, the oortelation coeffidier^ 
extent ofcn^feUure and reduction in births between the indices of births anddeatfaafr 
during this famine seems to have also been negative—asexpeded—andalsoquilehl^ 
lower than in the preceding crisis. The sug- (Table S). Npte that the reduction in conc^ 
gestion is that p^ape owing to botii in- tions in most of tbe affected districts fravj 
creasing transport netwetks a^ market in- their respective pre-famine levels appeani 
tegration over time, famine distress and its tohavcbeenconsiderably lessintbefamlatl 
adversedemographicconsequenoesbecame of 1896-97 (compared to that of 1876-71), 
less restricted to drought-affected areas. As Table 4 shows the number pcnonf 

The apparent improvmnent in registered on relief in many of the affected districtait 
mortality in districts such as Broach, 1896-97 appears to have been lower than ll 

Ahmedabad, Panch hfahals and Kaira is 1876-78. This may portly reflect the m 

notable. These four districts also appear to duced pressure on relief works becauseof i 
have experienced an increase in registered relatively liberal policy of giving loans nnr 


Table 6; iNTEs-Dirnucr VAMAnoN m DeMooRAraic and Oiher Measubes, Punjab 189I-9S ' 


Disincl/Doision 

Population 
1891 Census 

Rainfall 

during 

1892-94 

(inches) 

Per Cent of 
Harvested 
Crops Grown 
by Inigation 
(10 Yeat Average) 

Average 

Registered 

CBR 

1891-95 

Aveiagn 

Registesw 

COR 

1891-95 

(1) 

a) 

(3) 

(4) 

(5) 

(«)l 

Delhi Division 

Hissar 

7.75,808 

17.29 

6 

42.1 

25.7 

Rohlak 

5.90A46 

30.86 

10 

44.4 

27.4 

Ourgaon 

6,68,863 

24.56 

14 

46.7 

29.7 

Delhi 

6,35.224 

25.66 

19 

43.8 

37.3 

Kamal 

6,83,652 

32.71 

20 

44.9 

36.4 

Unriialla 

9,82,291 

29.83 

4 

37.4 

38J 

Simla 

35,246 

53.56 

na 

18.7 

25.0 

Tout 

43,7U30 

30.64* 

12* 

42.6 

3Z7 

JuUunder Division 

Kangra 

7;59,458 

139.12 

27 

33.9 

29.7 

Hoshiarpur 

10,11,644 

39.00 

5 

36.8 

34.0 

JuUunder 

8,91,347 

35.02 

43 

40.8 

35A 

Ludhiana 

6,48,655 

28.73 

24 

43.0 

32.2 

Ferozepur 

8,61,499 

22.07 

31 

42.3 

26.9 

Total 

41,72,603 

52.78* 

26* 

39.2 

31.8 

Lahore Division 

Moolun 

6.20,859 

9.37 

84 

38.1 

29.9 

Jhang 

4,36,821 

8.24 

75 

39.3 

26.1 

Montegomery 

4,99.449 

8.07 

75 

38.9 

23A 

Lahore 

10,55.619 

19.04 

62 

40.9 

3Z4 

Amritsar 

9,90,990 

25.41 

51 

41.3 

38.8 

Curda.spur 

9,40,785 

46.01 

21 

40.3 

36.9 

Total 

45,44,523 

19.36* 

61* 

40.1 

33.0 

Rawalpindi Division 

Sialkol 

10,98,712 

31.47 

51 

43.7 

33.9 

Gujrat 

7,60.823 

28.21 

29 

37.5 

25.6 

Gujranwala 

6,90.061 

23.66 

65 

43.2 

31.8 

Shabpur 

4,93,535 

11.70 

48 

38.5 

23.5 

Jhelum 

6,05.774 

28.48 

5 

38.7 

27.7 

Rawalpindi 

8,45,259 

27.09 

5 

38.9 

30J 

ToUl 

44,94,164 

25.10* 

33* 

40.4 

295 

PeshwavDi vision 

Hazara 

4,76,125 

40.77 

12 

30.3 

21.7 

Peshwar 

6,79,183 

9.85 

52 

22.1 

22.8 

Kobat 

1,82,487 

14.84 

23 

35.3 

315 

Total 

13.37,795 

31.82* 

29* 

26.8 

235 

Derajat Division 

Bannu 

3,69,972 

10.29 

26 

35.8 

24.4 

Oera bmail Khan 

4.82,463 

7.58 

25 

38.4 

275 

Dera Ghari Khan 

3,99,860 

3.44 

46 

29.6 

235 

Muzaffargaih 

3A1.072 

4.53 

76 

32.7 

26.9 

Total 

16,33,367 

6.46* 

43* 

34.3 

255 

Ainjab 

2,05,53,982 

— 

30 

39.2 

n.9 


Holes-. The figures marked (*) an unweighted averages. (2) Theyearl892isnoimcludodlB' 

average CBRs and CDRs for I89I-9S because this was an excqilional qMdemic year. 
Sources: (1)Columns(2), (3)and (6): R^orion UieSaraiaryAimuustrailonofthePimlab, Oovomni 
IVess, Lahore, various yean; columns (3), (4): Ba^ on Oovenmem of AiniiA, JfepeifM 
AdmhuslraiioH cfAe PunjabanditsDepetidencies, Oovemmen tPr aas. Lahoie. various y» 
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advances to landholders who created a con- 
•Merable amount of employment.’* In terms 
of crop failure Shalapur and Bijapur appear 
to have been the most severely affected 
districts; and they also received relatively 
large provision of relief. In fact, the regional 
dbtribution of relief provision in 1896-97 
(at far as it can be assessed) appears to have 
oonesponded fairlyclosely toregional varia¬ 
tion in severity of famine.’* 

It is notable that as a proportion df total 
relief the share of gratuitous relief in most 
districts seems to have been larger during 
1896-97 than in 1876-78 (Tables 2 and 4). 
As Bhatia states in connection with the 
Bombay famine of 1896-97, '‘[i]n the treat¬ 
ment of tlie children and dependents of 
relief workers in kitchens, maintained at 
relief work.s, a high degree of success was 


obtained in Bombay. The administration of 
village gratuitous relief was ‘on the ^ole 
carriedout with success’ ".’’Measures were 
also taken to protect sanitoiy-condition par¬ 
ticularly at tiK relief camps.” Thus a com¬ 
parative moderation in the scale of overall 
mortality and, perhaps, its reduced variation 
between districts during this famine can 
reasonably be attributed, in part, to better 
provision of relief. For example, the rela¬ 
tively moderate mortality increase in the 
severely affected dislrict of Shalapur (com¬ 
pared with some less affected areas) may 
partly be due to the favourable effects of the 
largest provision of relief there (Table 4). 
That relief provision during the famine was 
somewhat better (compared with the famine 
of 1870$) seems to find support too from the 
absence of a positive relationship between 


district-level relief provision and mortality 
increase, correlation coefficient being -0.06. 

Punjab Famine op 1899-1900 

Under the British administration Punjab 
was a vast territory (1,10,463 square miles), 
consisting of 31 districts which were di¬ 
vided between six administrativedivisions.” 
Table 6 presents demographic and other 
background information for all the districts 
and divisions of Punjab. Note that the spatial 
distribution of monsoon rain appears to be 
very uneven across the regions. For ex¬ 
ample, Kangra district normally receives 
rains as high as 139 inches, whereas forDera 
Ghari Khan the figure is only three 
inches. Even immediately adjacent districts 
can receive very different amounts of rain 
(e g, see Hazara and Peshwar). Yet despite 


Tabie 7; l)irnHrT-I,Evii. Indices of Rainpau, Prices, Crop Production. Livestock, Relief Provision. 


1'i.Rni rrv and Mortality durinu Famine op 1899-1900: Punjab 

DistncLi 

Index of 

Rainfall 

Harvested 

Pnee of Jowar 

Average 

Index of 

Index of 

Index of 


Number of 

in 1899 as 

Area of Crops 

in 1899-1900 

Daily No 

Deaths in I9(X) 

Births in 

Land Sale 


Cows in 1899- 

a Per Cent 

in 1899 (KhanO 

as Percent 

Relieved 

Compared with 

19(X) Com¬ 

in 1899- 


19fK) Com¬ 

of 1892-94 

as Per Cent of 

of 1894-95 

Per 1000 

1891-95 

pared with 

1900 Com¬ 


pared with 

(Khanf 

Normal 


Population 


1891.95 

pared with 


1893-94 

Season) 






1893-94 

(I) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Famine Districts 









Hissar 

61 

41 

10 

321 

108 0 (20) 

374 

58 

202 

Ferosepur 

76 

17 

71 

231 

0.8 (0) 

323 

101 

87 

Rohtak 

66 

31 

23 

286 

40.0 (14) 

248 

73 

181 

Kamal 

91 

24 

55 

197 

10.0 (14) 

255 

111 

234 

Lahore 

91 

25 

82 

210 

0.8 (31) 

183 

114 

91 

Gurgaon 

72 

48 

39 

533 

14.0 (15) 

167 

81 

162 

Delhi 

8.3 

44 

69 

233 

3.0 (12) 

144 

99 

141 

Gujarat 

8» 

26 

38 

233 

1.2 (0) 

132 

93 

161 

Amritsar 

101 

34 

80 

207 

0.6 (0) 

118 

118 

114 

Shahpur 

124 

33 

51 

280 

14.4 (1) 

123 

93 

248 

Ihclum 

59 

36 

11 

378 

2.3 (0) 

121 

79 

221 

Umbala 

68 

51 

39 

181 

0.3 (0) 

132 

81 

121 

Moultan 

108 

29 

73 

254 

1.6 (3) 

95 

124 

108 

Average 

Non-famine Districts 

83* 

34* 

49* 

266* 

13.8 (17) 

183 

95 

159* 

lhang 

168 

31 

261 

254 


226 

197 

147 

Ludhiana 

86 

31 

71 

241 


187 

105 

67 

Montegnmery 

75 

10 

85 

280 


151 

79 

96 

Gujranwal 

115 

46 

83 

132 


140 

129 

165 

Bannii 

126 

41 

56 

232 


128 

IIS 

118 

Sialkol 

86 

31 

55 

262 


131 

102 

177 

Hazara 

120 

49 

95 

na 


135 

118 

151 

Peshwar 

102 

17 

87 

276 


120 

140 

116 

Dera Gha/i Khan 

124 

6 

78 

260 


116 

114 

220 

Deni Ismail Khan 

128 

53 

75 

224 


III 

99 

114 

Gurda.spur 

89 

19 

83 

357 


124 

115 

68 

Kangra 

116 

58 

83 

na 


118 

100 

97 

Koha: 

144 

43 

96 

na 


105 

121 

101 

Muzaffargarh 

119 

28 

103 

158 


101 

133 

100 

Hoshiarpiv 

104 

34 

85 

238 


119 

111 

80 

Rawalpindi 

107 

61 

51 

205 


105 

96 

129 

Juliunder 

116 

20 

80 

380 


105 

112 

69 

Simla 

130 

66 

49 

na 


85 

97 

104 

Average 

114* 

36* 

87* 

253* 


129 

113 

117* 

ninjab 






155 

104 



Imm: (l)The figuresmMlced(*)atethetespecliveunweightedavenges. (2) Yeu5fercoluinns(2)Bn4(9)eiidonSepieinber30. (3)'niedisinGtsiB 

each group are ranked according to mortality increase in 1900. (4) Hie flgurcs in parentheses are the respective percentages ot persons on ibd 
gratuitous ftn’m of relief to the total relieved. 

. 'Mice*: Columns (2), (3), (S) and (9): Based on Report on theAdmmistratwn afthePunjaband Its Dependencies, Go verameai Press, Lahore: lelevaat years; 
columns (4) and (6): The Punjab Famine of1899-1900, Vol 1, Govemment Ftess, Lahore, 1901; columns (7) and (8): Bkaed on Report on the 
Sanitary Administration of the Punjab, Govemment lYess, LahOK: various yean. 
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intcr-disirict difTavnces, die divisional av¬ 
enges suggest a relative paucity of rainfall 
across most of Punjab. 

However, Punjabis known to have bad an 
advantage historically over most other prov¬ 
inces in terms of irrigation facilities. Sev¬ 
eral districts with low rainfall enjc^ed rela¬ 
tively large proportions of irrigated land, 
and hence they were conparatively less 
dependent on the monsoon (e g, the districts 
of Lahore division). Bnt the districts of 
Delhi division appear to be particularly vul- 
ncnble, since th^ were neither recipients 
of good ncnmal rainfall, nor were they pro¬ 
vided with significant irrigation. Obviously, 
therefore, this region siiould be relatively 
susceptible to famine condititms. In this 
respect Hissar stands out as the most vulner¬ 
able district (Table 6). However, many other 
districts, including some outside of Delhi 
division, were also susceptible. Yet because 
of the comparatively extensive iirigation fa¬ 
cilities in the province, drought may be ex¬ 
pected to faaVc a^ected agricultural production 
less uniformly across the districts of Punj ab, 
compared to other provinces (say Bombay) 
where irrigation was much more rare. 

Registration data do not show any dis¬ 
tinct regional pattern of pre-famine levels 
of mortality and fertility. For most dis¬ 
tricts the birth rate was considerably higher 
than the death rate. However, variation in 
death rates across districts seems >o have 
been larger than for the birth rate; the 
coefficients of variation are respectively 
0.22 and 0.16. Note from Table 6 that 
registered vital rates were both high and 
generally (perhaps with the exception of 
Peshwar division) very plausible; there is 
every reason to suppose that the registra¬ 
tion system worked rather well in Punjab 
at this time 

With this as background, Table 7 gives 
key district-level data, with particular r^er- 
ence to the main famine period (i e 1899- 
1900). Again, we have distinguished those 
districts which were officially classified 
as famine-affected. The drought in 1899, 
however, appears to have been widespread; 
all districts experienced a shortfall of rains. 
And the intensity of drought does not 
seem to have been particularly restricted 
to the declared famine districts. In several 
non-famine disUicts the dcflciency of rain¬ 
fall was also very appreciable (e g, 
Montegomery, Gurdaspur and Dera Gliazi 
Khan). But, as already noted, the actual loss 
of agricultural production depends partly on 
the degree of monsoon dependence. And on 
this count the famine districts appear to have 
been particularly disadvantaged; while the 
average shortfall in rains in tlie famine 
districts was only slightly larger tlian in Uk 
non-famine distr^, the loss of harvested area 
was very much gieater(by 38 points. Table 7). 

The implications for famine distress arc 
also cleaiiy reflected in two other measures. 


namely, the indices of land sales and the 
number of cows in 1899-1900 (compared 
with 1893-94). Cattle mortality is generally 
believed to be an index of famine severity. 
And sale of property (particularly land) is 
often thought to be a means of last resort for 
those who have some property. It is clear 
from I'able 7 that in famine districts there 
was overall a reduction in cattle of about 17 
per cent, while most of the non-famine 
districts experienced an increase. The in¬ 
crease in the number of cows in the non¬ 
famine districts may partly be due to a net 
transfer by means of distress sales in the 
severely affected districts. Similarly, the 
frequency of land sales in the famine dis¬ 
tricts increased during the crisis by nearly 
60 per cent (from the normal level) while in 
the non-famine districts this increase was 
only 17 per cent. Tliis is again indicative of 
a higher degree of distress in the famine 
districts as a wliole. 

Turning to district-level price indices, 
Table 7 shows relatively small differences, 
on average, between the famine-affcctcd 
and other districts. This was again partly due 
to the increased level of market integration, 
backed up by the advance of thr transp«)rt 
network. Ihus, the spatial integration of 
markets in the absence of state controls 
spread price hikes across the province, and 
tlius made variation in food prices an inad¬ 
equate indicator of regional variation in 
crop failure. 

Tlie proportionate increase in deaths in 
1900 was generally much larger in the fam¬ 
ine than in the non-famine districts Among 
theofflcially declared famine districts, Hissar 
experienced both the highest increase in 
deaths and the greatest reduction in births. 
This probably reflects its acute famine vul- 
nerabilitv. which is amply reflected in ma.iy 
of the relevant measures. The apparent im¬ 
provement in registered mortality in 
Mooltan, one of the officially declared fam¬ 
ine districts, is notewwthy. In terms of 
measures such as agriculturalTailure and 


cattle mortality, both Mooltan and Amritsar 
seem to have suffered relatively less severe 
distress, especially compared with the othor 
'famine' districts; and this may help to 
explain the rather negligible adverse mor¬ 
tality effects in these two districts. This said, 
some non-famine districts alsoexpmicneed 
significant increases in register^ dcativ 
(e g, see Jhang, Ludhiana and Montegomery 
in Table 7) In fact, there was a wide range 
of variation in proportionate increases in. 
mortality between the districts of Punjab. 

Table 8 provides a correlation matrix 
involving themeasures presented inTable 7. 
It shows that the correlation coefficient 
between the district-level indices of short¬ 
falls in rainfall and the area under cultiva¬ 
tion is negative but not very high (-0.38). 
However, the correlation between the pro¬ 
portion of harvested area of crops compared 
to normal and the index of cattle stodc it 
positive and fairly strong. But correlation 
coefTicients between the district-level price 
indices and both the indices of land cultiva¬ 
tion and cattle stock were low (but, as ex¬ 
pected, negative). 'Ihis probably confirms 
that extent of crop failure was a better 
indicator of regional intensity of famine 
distress than price rises. Mortality increases 
apficar to have been somewhat large in those 
districts which were generally more af¬ 
fected by crop failure (Table 8). However, 
note that this correlation is smaller than 
found for the preceding famines. Also, the 
correlations of mortality increase with vari¬ 
ous measures of distress across all districts 
in Table 8 are relatively weak.” This indi¬ 
cates that the distribution of mortality across 
districts was far from being solely deter¬ 
mined by crop failure. Interestingly, how¬ 
ever, the district-level reductions in Inrths 
were strongly associated with moat ot Ihs 
indices of distress (Table 8).” So the re 
gional variation in fertility reduction (eepe 
cially in the early stage) was a better men 
sure of the severity of distress than was th< 
pattern of mortality elevation. 


Table 8; Corrblatidm Matrix opthb Demographic and Other Measures Presenthd in 
Tabi e 7— Puniab Famine op 1899-1900 


Index of 
Land Soles 
in 1899-1900 

Index of 
Rainfall 
in 1899 

Index of 
Harvested 
Ares 
in 1899 

Index of 
Price in 
1899-1900 

Index of 
Deaths 
in 1900 

Index of 
Biiflu 
in 1900 

Index of cattle stock 
in 1899-1900 

-0.07 

-0.02 

0.74* 

-0.30 

-0.35** 

0.80* 

Index of land sates 
in 1899-1900 


0.09 

-0.30*** 

0.13 

0.21 

-0.24 

Index of rainlatl in 1899 
Index of harvested 
area in 1899 

Index at price 1899-1900 
Index of deaths 1900 



-0.22 

-0.07 

-0.21 

-0.09 

-0.42* 

0.06 

-0.22 

0.80* 

-0.30 

-0.21 


AtoTe.f; (1) Information on the change in die harvestrd area in Jhang has been excluded as it produce 
unduly large influences (Table 7). (2) FCr data used see Table 7. 

* Significant at 1 percent level. 

* * Signiricani ai S per cent level. 

*** Significant at less than 10 per cent level. 
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At we htve already itretsed, regional 
pattern of famine mortality may signifi- 
cantly be influenced by the pattern of relief, 
the nature of epidemics and migration. Turn¬ 
ing to the officially declared famine dis- 
tricu it can probably be suggested that relief 
was relatively large in those districts which 
were relatively severely affected. But the 
data for Jhelum provide an exception to this 
generalisation; ^ile its intensity of distress 
as reflected by the relevant measures in 
Table 7 was quite similar to Hissar’s, it 
received a negligible quantity of relief. On 
the other hand, Jhelum experienced a com¬ 
paratively small rise in deaths. Emigration 
from Jhelum may be part of the explanation 
Indeed, the lieutenant-governor in the home 
department of Punj ab wrote that ‘ ‘ [ i] n Jliclum 
and Shahpur which show low birth-rates and 
low death-rates, the figures arc principally 
due to emigration consequent on .scarcity'' 

' Test works in Jhelum (at Jalalpur Canal) 
were opened late in l•cbrua^y of 1900; al¬ 
though the number of {lersons employed 
immediately rose fairly high, it then fluctu¬ 
ated, and It was thought that the “condition 
of those who attended was not such as tocall 
forits (i e, canal work] conversion intorciief 
work*’.’* llie reason for the smaller relief 
provision in Jhelum, thus, may partly be due 
to the relatively small mortality increase 
itself. Use relatively small provision of re¬ 
lief may in turn have induced emigration 
from the district 

Indeed, it appears that the number of 
persons relieved was relatively high in those 
districts which experienced relatively high 
proportionate increases in mortality 
(Table 1).^ A part of this relation may stem 
from the fact that relief provision was rela¬ 
tively large in the severely affected districts. 
However, this also reflects the inadequacies 
of the relief policy. In a study of Hissar 
(which experienced the largest increase in 
Jeeths) a large part of excess mortality 
luring this famine has been attributed to the 
very stringent and inadequate nature of rc- 
ief.’* Relief works applied harsh regula¬ 
tions and offered very low wages so (hat 
'lebilitated workers could not benefit much 
'rom the provis ion of such i cl lef. Gratuitous 
I elief was small, and it was extended mostly 
. jo those who were already on the brink of 
jleath. For example, the deputy commis- 
. I ioner of Hissar district himself wrote that 
f Tt may be argued that the fact of the high 
I tnoitality occurring among recipients of relief 
' |vould t^ to show that either relief reached 
' J[!w necessitous too late or that something 
||onnected with the famine administration 
'' self was a cause of the great mortality’ ’ 

However, there were of course exceptions 
1^ the positive relatinn.ship between relief 
rovision and mortality increase. For ex- 

fc ple, Ferozepur experienced the second 
best mentality increase but received an 
Ignificant amount ctf relief. In fact, the 


Table 9; Dtsnicr-JLsvB. Ikokbs op Rainfall DsFiciENCtr, Chop Losses, Oeatoitovs ItauBP, 
MoRTALirr AND IkiTiLmr Emers ouung Famine of 1907-08: United Provinces op Aora and Ouoh 


Districts 

Percent 

Per Cent of 

Gratuitous 

Index of Deaths Index of Birtlis 


Deficit in' 

Autumn Harvest 

Relief Ex- 

in 1908 Com- 

in 1909 Com- 


Rainfall 

in 1907 Com- 

penditure in 

pared with 

pared with 


in 1907 Com- 

pared to 

Famine Period 

the Avenge 

the Avenge 


pared to 

Normal 

(Per Capita) 

of 1901-04 

of 1901-04 


Normal 


(Rs) 



(1) 

(2) 

(3) 

(4) 

(5) 

(«) 

Famine Diiiricts 






Hardoi 

63 

41 

107.0 

195 

59 

Muttara 

40 

36 

116.3 

198 

55 

Agra 

31 

32 

147.9 

189 

72 

Sullanpur 

56 

14 

102.5 

169 

64 

Etawah 

44 

42 

136.7 

170 

65 

Rahraich 

66 

18 

579.4 

170 

» 63 

Kheri 

70 

20 

409.1 

163 

69 

(londa 

67 

12 

274.9 

162 

74 

biLipur 

60 

19 

253.1 

168 

52 

Mirrapur 

-2 

24 

605.6 

152 

69 

Banda 

52 

25 

491.8 

130 

75 

Jalaun 

5i 

M 

403.9 

162 

65 

Bara Banki 

58 

12 

168.8 

155 

62 

Basti 

53 

43 

81.1 

142 

86 

Fyzabad 

57 

23 

105.4 

137 

70 

Jaunpur 

36 

62 

70 1 

113 

84 

ihansi 

33 

20 

214.2 

125 

84 

Hamiipur 

32 

21 

287.1 

121 

62 

Allahabad 

26 

24 

185.7 

105 

73 

Average 

Scarrity Districts 

47* 

26 

249.5 

157 

70 

Bareily 

30 

40 

35.4 

202 

70 

Moradabad 

52 

40 

10.8 

196 

73 

Baudaun 

33 

46 

30.4 

208 

64 

Bijnor 

44 

16 

26.6 

184 

83 

rilibhil 

47 

43 

9.7 

183 

73 

rtah 

47 

54 

6.4 

196 

63 

Shahjahanpur 

20 

42 

23.7 

179 

76 

Famikhabad 

37 

65 

15.9 

165 

66 

Mainpuri 

51 

47 

18.7 

160 

73 

Rac Bareli 

47 

32 

80.8 

159 

62 

Unao 

53 

25 

46.5 

154 

58 

Cawnpur 

56 

40 

29.1 

139 

63 

Faiepur 

26 

22 

108.2 

136 

67 

Almora 

38 


13.2 

143 

92 

Garhwal 

43 


8.4 

137 

94 

Lucknow 

60 

19 

104.2 

136 

65 

Dehra Dun 

54 

46 

19.3 

123 

88 

Acamgarah 

47 

26 

11.4 

131 

99 

Benares 

23 

50 

93.4 

101 

85 

Ghazipur 

32 

39 

26.7 

98 

72 

BallU 

47 

63 

14 0 

74 

77 

Average 

Non-Famine Districts 

42* 

40 

34 9 

132 

73 

Bulandshahr 

60 

45 

0.0 

182 

67 

Aligarh 

41 

49 

00 

187 

58 

Meerut 

64 

40 

0.0 

150 

74 

Muzratfamagar 

56 

25 

0.0 

143 

69 

Paitabgaih 

22 

54 

0.0 

143 

73 

Saharanpur 

58 

42 

0.0 

121 

76 

Gorakhpur 

46 

73 

0.7 

122 

121 

Nainilal 

38 

25 

8.4 

101 

92 

Average 

48* 

41 

1.1 

146 

83 

United IVovinces 

45* 

31 

107.3 

*153 

74 


Nous: (I) Figures marked * arc the respecuve unweighted averages. (2) Dauon rainfall (in inebes) 
refer to the period between June 1 and October 31.(3) The baseline period does not include 
1903 and 1906 because a partial famine occurred during duM time. 

Sources: Columns (2), (3) and (4): Resotution an the Admhttsrrotian ^of Famine RtMef hi the t/nhml 
Provinces cf Agra and Oudhdunng the Years1907and 1908, Government ftess, AUa h abad 
1908; columns (S) and (6): Report on the Sanitary Adminisliation of the United Provhieaef 
Agra and Oudh, Oovemmenc Press, AUahabad, various yean. 
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daUion anp loMwt, nduetiaiu ia Uitbs and 
land salea all IndicatB that Ferozapur was 
indeedrelatively lass seveiviy affected com¬ 
pared to many of the other funine districts. 
The official report on the famine stated* that 
"fortunately no portion of its {Ferozepur] 
area reached a state of acute distress".^ 
Similarly, Lahewe appears to have received 
scant relief probably because of the lesser 
severity of the famine in that district (re¬ 
flected too in measures of crop loss, fertility 
reduction, land sales and livestock loss); but 
Lahore nevertheless registered a substantial 
increase in mortality (Table 7). 

The epidemic malaria was {vobably the 
most important killer in the Punjab famine 
of 1899-1900.*' And once such an epidemic 
breaks out the usual forms of relief (e g, 
provision works or dole) are unlikely to 
be of much help in mitigating excess deaths. 
Indeed, the outbreak of malaria occurred 
late 1900when relief had mostly been with¬ 
drawn.*’During this(malaiia)epidemic stage 
oart of the regional variation in mortality 
nay well have been influenced by variation 
m malaria ecology (e g, malaria endemic- 
:ty). For example, it is probable that the 
note endemic was the malaria in a district 
luring the pre-famine period, the less would 
X the severity of a subsequent epidemic in 
he wake of a famine, owing to greater levels 
>f immunity.*' Such factors may also have 
»crted some influences in shaping the re- 
ponal pattern of mentality during the famine. 

In this connection the experience in the 
lon-famine district of Jhang is particularly 
ateresting. While the harvested area of 
aops more than doubled in 1899 from its 
normal’ level, the proportional increase in 
he number of registered deaths in 1900 was 
arger than in many of the severely affected 
amine districts (Table 7). Note that the 
lumber of registered births in this district 
ilso rose substantially in 1900. All this can 
•robably be taken as indicative of a signifi¬ 
cant amountof immigration during the fam- 
ne. Indeed, there were a number of districts 
even among the famine districts) in which 
he number of registered births increased 
rom i»e-famine levels. The cases of Karnal 
nd Lahore (both famine districts) are par- 
tcularly noteworthy on this count. They toO 
oth experienced rises in births while also 
xperiencing considerable excess mortal- 
ty. However, the index of births in 1900 
urgely reflects the outcome of conceptions 
a 18^. Since there were some territorial 
hanges in Punjab in 1901, it is difficult to 
alculate comparable measures of changes 
s the number of births for all districts in that 
ear. But in 1901 almost all districts fm- 
diich comparison could easily be made 
bowed a i^uction in births (except for 
hang and Mooltan). On the whole, the 
egative effects of famine on fertility seem 
> have been largra* in the officially declared 
unine districts. 


UmiBD PinviNCBS Pamnb Op 1907-08 

Table 9 presents measures for 48 districts 
relating to the United novinces famine of 
1907-08. The districts were classified by the 
official famine report into three categenies, 
namely, ‘famine’, ‘scarcity’ and ’non-fam¬ 
ine’ districts. This categorisation (which we 
also use here) was usually the responsibility 
of the district administration. It is clear 
from Table9 that mostdistricts nperienced 
a considerable shortf^l in monsoon rains in 
1907. Consequently, crop failure was not 
restricted to the famine and scarcity dis¬ 
tricts. However, on the whole the extent of 
harvest failure in 1907 seems to have been 
larger in the famine districts. It is notable 
that there was hardly any difference in the 
overall shortfall of rain or harvested crops 
between the scarcity and ncai-famine districts. 

Out one important implication of this 
official classifleation was that non-famine 
districts were given almost no relief. As 
Table 9 shows, there was a remarkable 
difference in the amount of gratuitous relief 
provided between the famine and the scar¬ 
city districts. Ihis discrepancy was not re¬ 
stricted to gratuitous relief. Indeed, a simi¬ 


lar discrepancy in overall relief proviiion 
(in favour of the famine districts) is also 
indicated by the data contained in tte report 
on the administration ofthe famine.** Thi^ 
fore the official diagnosis of famine severity 
between distriett seems to have had impor¬ 
tant implications fev the scale of relief pro¬ 
visions. 

As can be seen, the overall reduction tn 
births appears to have been somewhat lai^er 
in the famine districts, particularly com¬ 
pared to thenon-faminedistricts. As Table 10 
shows, the correlation coefficient between 
the indices of crop failure and reduction in 
births is positive and statistically signifl- 
cant However, the relatively low degree of 
association compared to that we have found 
in the earlier famines may partly reflect the 
increased level of economicintegrationand 
partly the favourable influence of a rela¬ 
tively effective and liberal relief provision 
in the affected anas. 

Relatedly, on the whole both the scarcity 
and non-famine districts appear to have 
experienced a roughly similar magnitude of 
mortality increase as in the famine dis¬ 
tricts.** Note too from Table 10 that there is 
hardly any correlation between tlic measure 


Table lO- CoKm ation Matrix op nm Demographic and Other Measures Presented in Table 9. 


United Provinces Famine oe 1907-08 


Index of 

Harvest in 

1907 

Index of 

Deaths in 

1908 

Index of 
Births in 
1909 

Gratuitous 
Relief per 
Capita 

Rainfall deflcit in 1907 
Index of harvest in 1907 
Index of deaths in 1908 
Index of births in 1909 

-0.17 

0.14 

-004 

-0.13 

0.37* 

-0.40* 

0.02 

-0.36* 

-0.01 

-0.28** 

Notr: For data used see Table 9. 

' * less than I per cent level of significance 
** less than 5 per cent level of significance 




Table 11; Summary Measures for Comparison op the Inter-Distrkt Variaiion in Dbmooraphic and 
Other Variabi es. Four Major Histokicai Famine Locations 


Bombay 

1876-78 

Bombay 

1896-97 

Punjab 

1899-1900 

United iVovince 
1907-08 


Index of deaths in the peak mortality 


year*** 

248 

146 

18t 

157 

Index of buths dunng die year 
following the pesk mortality yeai^’> 

54 

80 

87 

70 

Coefficient of vanation in district- 
level indices of deaths 

0.58 

0.23 

0.43 

020 

Coefficient of vanation in distria- 
level indicea biitbs 

0.41 

0 17 

0,23 

0.17 

Correlation coefricient between 
the measure of crop produaion 
and index of deaths 

-0.71* 

-0.60* 

-0.42* 

-0.07 

Correlation coelTicieDl between 
the measure ol crop production 
and index of births 

0.86* 

0.53* 

0.30*** 

0.30 

Percentage share of gratuitously 
relieved persons to the total relieved*** 

4.2 

11.0 

17.0 

54.0 

Conelatioo coefTicient between relief 
provision and index at mortality*** 

0.61** 

-0.06 

0.70* 

-0.01 


(a) refers to ’famine districts’ only. 

(Jb) refers to those districts for which comparison could be made after some territorial changes ia 
Punjab in 1901. 

* less than I per cent level of significance. 

** less than S per cent level of significance. 
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•f crop faiiine and moitali^ rite. Apart 
fion tbe postible effects of inoeased mv- 
ket integra'ion and consequent diffusion of 
crisit, a part of the explanation for this may 
lie in favourable effects of relatively large 
relief provision in the famine districts. 

Ind^, comparison with some of the ear¬ 
lier famines, say those in 1876-78 and 1899- 
1900 suggests that mortality increases in 
this famine were distinctly smaller (com¬ 
pare, for example. Tables 2 and 9). A rela¬ 
tively small excess mortality in this famine 
has Bometupes been attributed to tbe effi¬ 
cient management of the famine.^ It is true 
that this famine was not as widespread as 
fcxmer ‘countrywide’ food crises (c g, that 
of 1896-97). Therefcrfre food could be im- 
pcnted from neighbouring provinces. Again, 
the labouring classes migrated out to other 
provinces where they were able to find 
remunerative employment Ihere are indi¬ 
cations (e g, an increased value of money 
orders sent back to the affected districts) 
that emigrants were even able to send remit¬ 
tances tosupport their dependents at home.*^ 
However, the number of such emigrants 
seems unlikely to have been sufficiently 
great toinfluence tlie famine's demographic 
consequences.*' Hiis said, the relief policy 
adopted during this famine appears to have 
been both relatively hberai and rational. As 
the report on the administration of the fam¬ 
ine states, "the crop failure of the present 
year [1907-08] was serious enough to have 
caus«l widespread distress if the measures 
of relief adopted by government bad not 
been both prompt and liberal"." A liberal 
suspension of land revenue and as well as 
large grants of advances for farmers’ subsis¬ 
tence and agricultural production, 
characterised the relative emphasis on in¬ 
direct fonnsof relief during this famine. Inter¬ 
estingly, die large advances made to agri¬ 
culturists, especially for iirigation and cul¬ 
tivation of the spring crops, helped maintain 
(and perhaps even increase) the demand for 
labour, and in turn this helped to keep mar¬ 
ket wage rates relatively high; Moreover, 
the fixing of wages on the relief works was 
modified so that, unlike tbe old policy, it 
was based not on what would be sufficient 
for the woricer only, but on ordinary market 
wage rates instead. 

^phasis was also placed on village works 
so that people did not need to congregate 
around large relief works sites. ‘Aided’ 
village works, which were undertaken by 
landholders using advances given by the 
government, appeared as a prominent means 
of relief. They were so popular that on 
June 4, 1908 about 1,77,185 persons were 
employed on such works. Tbe wages paid in 
these aided village works "were as a rule 
higher than the rates paid on government 
works and approximated to tbe ordinary 
wages of laboiu'prevailing in the vicinity.’’" 
The implication of such policies lay partly 
in reducing deprivation and distress among 


farm labourers. But it also meant relatively 
less congregation at large work camps and 
this probaUy helped contain the spreiKl and 
virulence of epidemic diseases such as diol- 
era, dysentery and diarrhoea, which were all 
comparatively minor problems during this 
famine. Fmaliy, an increased emphasis on 
the provision of gratuitous relief to tbe 
dependents of relief workers was also a 
cornerstone' of relief policy during this fam¬ 
ine. Indeed, tbe redo of workers' dependents 
relieved (gratuitously) to the total number 
of relief workers was 0.44 in 1907-08, com¬ 
pared to only 0.24 in 1896-97." The propor¬ 
tion of persons receiving gratuitous relief to 
the total number on relief reached 54 per 
cent during this famine. The Famine Com¬ 
mission of 1901 had recommended that this 
figure should not exceed 42 per cent. Thus 
emphasis on relieving workers* dependents 
as well as the liberal nature of the relief 
policy—the policy being adopted in far 
greater measure in the famine districts than 
in tbe scarcity districts (Table 9)—can prob¬ 
ably be held as partly responsible for the 
somewhat lesser mortality rise. Again, the 
view that a relatively more gratuitous and 
liberal relief policy played a significant part 
in containing mort^ity during this famine 
gains support from the absence of a positive 
correlation between relief provision and 
mortality increase." 

Discussion 

We now summarise and review major 
flndings on the regional variation in demo¬ 
graphic and other variables during four major 
historical famines (in the context of indi¬ 
vidual locations). Our foregoing district- 
level analysis for the Bombay famine of 
1876-78 shows that the intensity of distress 
varied maikedly between the affected and 
non-affected regions. In turn, this was also 
reflected in greater variation of adverse 
demographic consequences between the af¬ 
fected districts and those not affected. In 
fact, transport and communication system 
of earlier decades was very limited. Thus, 
during the 1870$ the very restricted road and 
rail network inhibited both fast transport of 
grain and population movement." So less 
affected famine areas seem to have been 
relatively insulated from both price rises 
and tbe spread of epidemics, while famine 
affected ^stricts could not be supplied rap¬ 
idly with grains." As can be seen from 
Table 11, both tbe scale and regional dispar- 
ity in demographic impact during tbe fam¬ 
ine of 1876-78 appears to have been larger 
than during the famines of 1896-97,1899- 
1900, and 1907-08.Notetooa weakening of 
strength of association over time between 
the district-level extent of crop failure and 
adverse demographic effects. In fact the 
regional variation in price rises has been a 
relatively poor indicator of the variation 
both in distress and associated demographic 
impact. On the other hand, compared with 


mortality variation, r^ional variatioo in the 
reduction in births seems to have been a 
better indicator of tbe variation in tbe mea¬ 
sures of famine distress (such as the extent 
of failures in rain and crop production). 

Thus, while increasing transportandoom- 
munications over time may have played a 
role in augmenting the diHusion of the 
intensity of crisis," overall scale of mental¬ 
ity elevation seems to have depended at 
least partly on the nature of relief provi¬ 
sion." Fch' example, much greater increase 
in mwtality (and larger reduction in births) 
during the famine of 1876-78 compared to 
later famines does not seem to relate to the 
severity of drought and crop kisses. Indeed, 
as we have shown earlier, on these criteria 
the later famines—particularly during 1899- 
1900 and 1907-08—appear to have been no 
less severe than the famine of 1876-78." 
Again, it was not that relief provisions in 
terms of tbe number of persons on paid 
works during the 1876-78 famine were par¬ 
ticularly inadequate. In fact the average 
daily number of persons on relief during the 
1876-78 famine compares favourably with 
that during later famines (Tables 2, 4, 7). 
Furthermore, as has been shown above, the 
regional dis Iri button of relief provision seems 
to have broadly corresponded to regional 
variation in severity of drought and crop 
losses. But the proportion of persons on 
gratuitous relief appears to have been much 
lower in the Bombay famine of 1876-78 
compared to later famines (Table 11). This 
prolrably partly reflects tbe more harsh 
relief policy during tbe 1870s (i e, before 
the establishment of the Famine Codes).* 
That tbe relief policy during tbe famine of 
1876-78 was very severe and punitive in 
character (especially compared with later 
relief policy) has been documented by sev¬ 
eral authors." Indeed, district-level data on 
relief and mOTtality do not supptnt the idea 
that tbe greater the relief provided in a 
district, the smaller the adverse mortality 
effecu during the famine (Table 11). This 
probably pa^y stems born the fact that 
relief provision was generally larger in the 
most severely affected districts. This said, 
relief policy too must have been deficient in 
mitigating vulnerability of the population in 
tbe affected areas. This brings us to the issue 
of the nature of relief. 

Indeed, a declining trend in die quantum 
of excess famine mortality over the decades 
since the 1870s has been observed, and this 
has often been attributed to a trend towards 
mem ‘liberalism* and ‘flexilnlity* in relief 
policy (as formulated by the successive 
Indian Famine Commissions)—a trad 
which was sometimes helped by apaneion 
of transport and communications network 
and creation of sAernative emidoyment op- 
pottunities."ButtbefotmulatiooofPamiM 
Codes and a more rational relief policy does 
not guarantee their implementatioo. Al* 
though relief policy became mote liberal 
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Juring the decades since the 1870s. it was 
sometimes very harsh and deOcient in sev¬ 
eral respects (e $, delayed respcmse, non- 
adherence to Famine Codes). The relief 
policy has often been criticised as being 
influenced by "wait and see" attitude on 
government’s part.*' While stressing the 
extreme stinginess of rdicf policy Dteze 
reoaarhB that "(i]n particular, the level of 
wages paid on relief wuks was cxtraordi- 
naiUy low...As a resultK during the* most 
severe crises the availabili^ of did not 

alwayspievcntaoonsiderrirleenfeeblement 
of affected people, and their enhanced vul¬ 
nerability to epidonics’’ .*’ 

This point is illustrated by the fact of a 
larger increase in mortality during the Punjab 
famine of 1899-1900 than both during the 
famines of 1896-97and 1907-08 (Table 11). 
As has been discussed befcxe, the relief 
policy as adopted during the Punjab famine 
was particularly punitive and harsh. The 
chief engineer of the Public Worics Depart¬ 
ment in the Punjab government concluded 
that * ‘some part’ ’ of the excess mcrtality in 
the famine of 1899-19(X) was "due to the 
greater severity of our famine works as 
compared to the last [1896-97] famine’’.*' 
That relief provision was relatively defi¬ 
cient in 1899-1900 is also reflected in the 
high positive conelaticm between district- 
level relief provision and mentality increase. 
In contrast, tberelief policy as implemented 
in Bombay during 1896-97 seems to have 
been better m-ganised and more rational in 
taking especial care for workers’ children 
and dependents, and also in (xotecting sani¬ 
tary condition at large relief camps. As has 
already been discussed, the relief measures 
during the famine of 1907-08 in United 
Provinces too were remarkably liberal and 
rational. Note from Table 11 that the propor¬ 
tion of gratuitous relief during this famine 
was far larger than in thefneceding famines. 
Note too that in case of these two famines no 
positive relationship was found between 
district-level relief provision and mortality 
increase, confirming the greater effective¬ 
ness of relief provision than in the Punjab 
famine of 1899-1900. This is not to suggest 
that inter-district variation in mortality rises, 
was solely related to the nature of relief. In 
fact, regional variation in ecology and inter¬ 
district migration also seem to have contrib¬ 
uted to the variation in demographic impact. 

All these considerations, thus, suggest 
that although during the last decades of the 
19th century India witnessed tiie establish- 
mentof a well-defined famiiK relief system, 
whidi partly contributed to the tteclining 
trend in overall excess faminemortality, the 
role of relief continued to conform to the 
popular notion "sriiich conjures up the pic¬ 
ture of a battle alreatfy half lost and focuses ' 
the attention on emergency opoatiotu nar- 
nowly aimed at containing iu-ge-scale mor- 
lallty.’’** Indeed, as has been amply docu- 
nenled by several autfaeax, this was prob¬ 


ably proved again during the Bengal famine 
of 1943-44.*’ 

Notes 

(The author is grateful to lim Dyson who read 
an earlier draft of this paper and offered many 
useful comments and suggestions.] 
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Food Crises and Economic Change in Wesa- 
em India, 1860-1920, University ness, 
Princeton, 1983, p SO; Tim Dyson, Tha His¬ 
torical Demography of Berar, ISSI-IPSO* ii 
Tim Dyson (ed), India’s Hitiorictal 
Demagrapky, Cunon lYess, London, 1989; 
Census of India 1901, Punjab Vtdimu XVtt, 
Part!, Simla. 1902, pp 41-42. 

10 Indeedonesutedmotivebebiiidiheestablish- 
meat of the registration system in India was to 
monitor mortality trends during periods of 
crisis; on this see Tim Dyson,opcit,p 10. Tba 
Sanitary Commissioner^BiMnbayfteridency 
wrote: *'(t]here can be no question that the 
Increased attention paid to the registratioa by 
the large staff of villige inspecton throughotit 
famine districts bad led to much greater accu¬ 
racy in the number (tfdemhs returned in 1877 
[i e, peak mortality year]’’; see AnmMJJtqpoff 
of die Sanitary Commissionerfor the Govern¬ 
ment Bombay, 7977, Government lYess, 
Bombay, 1878, p 139. 

11 For a useful descriptioo of these drought- 
caused late-I9th century Indian famines, see 
Jean Dreze, ‘Famine Prevention in India’ hr 
Jean Dreze and Amartya Sen (eds), ThePoUll- 
cal Economy of Hunger, Vol II, Clarendon 
ftess, Oxford, 1990. 

12 While governmental participation iatradeand 
distribution of food during the subsistence 
crisis is sometimes seen as an effective means 
of protecting the food entitlemeat of vulner¬ 
able sections erf population, the British admin¬ 
istration was almost obsessively against the 
policy of stale intervention in free market 
operations and private trading; on this see Jean 
Dreze, ‘Famine Frevention in India’, ibid, pp 
27-28. Fora discussion on the influence on die 
British famine relief policy <rf the classical 
ideas favouricgopeiatioa office market forces 
and its implicaiioas, see S Airibiraian, Oasskal 
Political Economy and British Policy in India, 
Univenity Press, Condiridge, espMialiy pp 
69-100; see also Amartya Sen, op cit, pp 160.62. 

13 Fbr a useftil discussion of the basic principles 
and rationale behind the relief policy—4nd 
also its evolution—during the closing decades 
of the 19th and early 20th centuries, see Jean 
Dreze, ibid, pp 25-32, and a)so H S Srivastava, 
The History of Indian Famines and DevHop- 
ment of Famine Policy, 1858-1918, Sri Ram 
Mehra, Agra, 1968. 

14 SeeMBMcAlpinopcit,p48. 

15 The whole of Sind division is now included in 
Pakistan. 

16 See Report on the Administration of the 
Bombay Presidency, Government Press, 
Bombay, various years; see also S Quteshi, 
The British Armexation of Sind, Council Of 
British Pakistanis, Bromsgrove, Monograph 
Nol. 1988, p 3. 

J7 M B McAlpin op cit, p 26. 

18 The contemporary sanitary commissioner for 
Bombay presidency in his annual reports com¬ 
mented upon some of the special difficulties 
faced by efforts to insdgale rrgistiation in Stod. 

19 See also M B McAlpin, op cit, pp 54-55. 
Indeed McAlpin has suggested that both low 
birth and death rales ia Konkan may intply a 
diHerent pattern of population growth—a pat¬ 
tern which implies “less wastage of human 
life". The underlying hypothesis is that “in 
Konkan, where the population was less sub¬ 
ject to abrupt rises in the death rate.due to ' 
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funiae, focieiy had evolved normi for some¬ 
what lower fertility resultiag in lower birth 
tales”, seep 56. 

20 Hie disliia-level annual data on agricultural 
livestock also show large losses during the 
famine fas the Deccan compared to other divi¬ 
sions; see;e g, Reponon theAtbnmistratum of 
Ikt Bombay PwUUtieyfor the Year1877-78, 
Government Dress, Bonibay, 1878, p 181. 

21 See Report on the Admuiairatlon of the 
Bombay PretUeitey for the year 1877-78, 
BoHtoot, 1878, p 361. 

22 Ibid.p360. 

23 Ibid, p 160. 

24 As Bhatia writes about this famine, “(tjhe 
guiding principle in the management of this 
famine was to secure masimum economy in 
relief espendiiue”; see B M Bhatia, op cit, p 92. 

25 See R^rt on the Famine in the Bombay 
Presidency 1899-1902, Government IVess, 
Bombay, 1903, Volume I—Report, p 3. 

26 There was, indeed, a considerable increase 
both in population and registered vital rates 
between the 1870a and 1890s in Bombay 
Residency. But the basic normal patterns <4^ 
regional variation that we have found prior to 
the famine of 1876-78 (see Table 1) seem to 
have remained largely valid prior to the fam¬ 
ine 1896-97. 

27 See B M Bhatia. op cit, p 241. 

28 See B M Bhatia, op cit, p 244. 

29 Thecorrelationcoefficieotsofihenumbersof 
persons on relief with the indices of crop 
failure and reduction in births are respectively 
0.71 and 0.69. 

30 See B M Bhatia, op cit, p 247 

31 The Sanitary Commissionet of the Bombay 
Residency reported the following to the In¬ 
dian Famine Commission: “1 consider the re¬ 
lief camps were kept in good sanitary condi¬ 
tion and precautions taken, certainly at all 
large camps, to protect water supply”: “As far 
as I am aware there was no abnormal defi¬ 
ciency in the water-supply”; see Appenda. to 
the Report of the Indian Famine Commission 

1898, Vol III—Bombay IVesidency, London, 

1899, p 2.39. 

32 Areas from some of these 31 disuicts were 
taken out of Punjab to constitute a separate 
administrative province, namely, the North- 
Western Frontier Province in 1901. Then 
Punjab consisted of 27 districts. 

33 The correlation Coefficients between the in¬ 
dex of deaths and the indices of cattle stock 
and land sales ate respectively -0.35 and 0.21 
(Table 4.8). Note also that the positive associa¬ 
tion between the rises in human and cattle 
mortality is statistically significant. 

Note that unlike the previous fanunes the dis¬ 
trict-level indices of births in Rinjab are given 
for the prime famine year (i e, 1900), while a 
large pMrrf the effect on conceptions in 1900 
should be captured by the respective numbers 
u t>i!**ix in the following year. This was neces¬ 
sitated because of non-availability of corigM- 
table data for several districts after some areas 
svete taken out of Punjab in 1901. However, 
for those districts for which comparison could 
be made the correlation coefficient between 
the index of harvested area in 1899 and index, 
of births in 1901 is found to be 0.30. 

Quoted in The Punjab Famine of1899-1900, 
Volume 1, Government Ress, Lahore, 1901 
(no page number). 

Ibld.p9. 

Indeed, the correlation coefficient between 
the daily average number of persons on relief 
per 1,000population and the mortality indioet 
across the 13 famine districts is positive and 


significant (0.70). It may also be noted that 
coefficient stays exactly the same (0.70) when 
avenge daily numbers of persons on relief 
(irrespective of population si^i) in the districts 
are used. 

38 See D Guz, ‘Population Dynamics of Famine 
in Nineteenth Century Punjab, 1896-97 and 
1899-1900' in Tim Dyson (ed), India’s His- 
loncal Demography: Studies In Famine, Dis¬ 
ease and Society, op cit 

39 See The Punjab Famine of 1899-1900, 
Lahore, 1901, Volume U, Appendix XVIIII, 
pp 163-64. On this issue, see also DOuz. ibid; 
Dreze, ‘Famine Revention in India', op cit, 
and B M Bhatia, ‘Famine and Agricultural 
Labour: A Survey', Indian Journal cf Indus- 
trial Relations, Vol 10, No 4,1975. 

40 See The Punjab Famine of1^9-1900, Lahore, 
1901, Volume l,p8. 

41 OnthisseetheRujabSanilaryCjommissiooer's 
annual reports for 1990 and 1901. 

42 See the Annual Report tf the Sanitary Com¬ 
missioner for Punjab for the Year 1900. 

43 SeeGHtaison,Mosquitoes,MalariaaidMan: 
A History of the Hostilities since 1880, John 
Munay, London, 1978, especially pp 199-207. 

44 See Resolution on the Atbninistration of Fam¬ 
ine RelUfin the United Provinces of Agra and 
Oudh during die Years 1907and 1908, Gov¬ 
ernment Ress, Allahabad, 1908, especially 
chapter VIII. 

45 As the Report on the famine administration 
slates, ‘ ‘One conclusion seems to follow from 
the experience of the present year (1908), 
namely, that the distinction between scarcity 
and famine admits of better definition than is 
at present given in the Paiuine Code. General 
opinion seems in favour of defining famine 
districts to be those districts in which relief 
works with relief to dependents are needed, 
and scarcity districts as those in which gratu¬ 
itous relief and aided works without relief 
works afford all the aid to distress that is 
necessary”; ibid, p 86. 

46 As Bhatia writes, “As a result of the famine 
there was only a small excess ol mortality over 
the normal rate and the local government was 
congratulated by the secretary of state on the 
efficient manner in which the famine had been 
managed”; see B M Bhatia, Famines m India, 
op cit, p 269. 

47 See Bhatia, Fammes in India, op cit, p 267. 

48 As the report on the administration of the 
famine remarks, “(i)here was no organised 
movement of the population from the dis¬ 
tressed areas in sea^ of work, no consider¬ 
able emigration to or immigration from naive 
states, and in fact no noticeable wandering at 
aH”: see Resolution on the Administration of 
Famine Relief m the United Provmcescf Agra 
and Oudh during the Years 1907and 1908, 

, op cit, p ISO. 

49 Ibid, p 150. 

50 Ibid, p 83. 

51 Ibid, p 74. 

52 In this connection, it may be noted that migra¬ 
tion (especially from adjoiaii^ regions) dur¬ 
ing this famine was rather limil^: see Resolu¬ 
tion on the Administration of Famine ReUtf in 
the United Provinces cf Agra and Oudh dur¬ 
ing the Years 1907and 1908, p 128. 

53 In the aftermath of the famine of 1876-78 the 
1880 Indian Famine Commission recom¬ 
mended direct state efforts for extending rail¬ 
ways and irrigation. 

54 Referring to the period before large-scale de¬ 
velopment of the railways, Dreze writes that 
“(e]ntitlemettt failures were exareibated by 
the sluggUiness of trade and the large price 


disparities prevailing between atyacent i»- 
gions”; see lean Dreze,'Famine Reventioa hi 
Iadia',opcit;p21. AsMvasiava writes, “lack 
of satiffactory communications... severely re¬ 
stricted the movements food grains so that 
while in one part of the country people died of 
lack of food, in another, only a few miles 
away, there was an abundance tffeheapfood”: 
see H S Srivastava, t^ cit, p 7. 

55 Railway mileage in India increased lh>m9,891 
in 1881 to 19,555 in 1895; see K Currie, 
‘British Colonial Rdicy and Famines: Some 
Effects and Implications of ‘Ree Trade' ion 
the Bombay, Bengal and Madras Residen¬ 
cies, 1860-1900'. South Asia, Vol 14. No 4. 
1991, p 55. 

56 It has sometimes been argued that the con¬ 
struction of roads and railwsyselid not neces¬ 
sarily function as protective against famine 
mortality; see, e g, K Currie, ibid. 

57 However, it should be mentioned that the 
Bombay famine of 1876-78 nuiy be consid¬ 
ered as being more severe than the later fam¬ 
ines in one respect at least, namely, that it 
involved the occurrence of two successive 
serious droughts. 

58 Indeed the severity of the famine of 1876-78 
(particularly in terms of excess mortality), at 
least partly, prompted die establishment of the 
first Indian Famine Commission (of 1880), 
which, in turn, laid the foundation of India's 
subsequent relief system, namely, the Famine 
Codes (i e, guidelines to the local administra¬ 
tion for anticipation, recognition and relief of 
famines). The first ‘Draff Famine Code' was 
submitted along with the Famine Commission 
Report of 1880. Each province was asked to 
frame its own code by adapting the model 
contained in the Draft Code to its own circum¬ 
stances. FOr details, see Jean Dreze, Famine 
Prevention m India, op cit, and also H S 
Srivastava, op cit. 

59 SeeB M Bhatia, Fominer 01 /ndia. op cit,HS 
Srivastava, op cit. and also K Currie, op cit 

60 See, e g, R E Seavoy, Famine in Peasant 
Societies, New York: Greenwood Ress, 1986, 
especially p 242; I Klein, ‘When the Rains 
Failed: Famine, Relief, and Mortality in Brit¬ 
ish India', Indian Economic and Social His¬ 
tory Review,Vol2l,HoX 1984,MBMcAyiin, 

cit, and Jean Dreze, Famine Prevention bi 
India, op cit 

61 Sec, e g.MAIamgir, op cit p 83. Referring to 
the inqslementation of the Famine Code, Ouz 
writes that “(i]t (government] stepped in once 
excess mortality and severe social disruption 
had occurred”; see D Guz, op cit p 217. 

62 See lean Dtexe, Famine Prevention in India, 
op cit p 34. 

63 S<w The Punjab FamOie cf 1899-1900, Vol¬ 
ume 2, Lahore. 1901, pp 90-92. 

64 See Jean Dreze and Anuatya Sen, Htmger 
and Public Action, Clarendon Press, 
Oxford, 1989, p 67. 

65 On the ftihire of relief provision during the 
Bengal famine of 1943-44, see Famine ta- 
quiry Commissioit Report on Bengal, Gov- 
eniment Ress, New Delhi, 1945; Anuntya 
Sen, op cit especially diapier 6 and Appendix 
D; P R Greenougir, Pnmps/iiy mad Misery la 
Modem Bengal: The Fambuof1943-44,0$.- 
ford University Ress, New York. 1982 espe¬ 
cially pp 127-138; and also Amp Maharatna, 
'Regional Variadon in the Demogiapliic Irapaci 
dur^ die Bewgal Runine of 1943-44’, SwA ‘ 
AsiaRetearch,hUy, 1993,aadAnqiMabaataa, 
The Demognphy of the Bengal Fandne of 
1943-44; A Detailed Study' (appearing), Jh- 
dkm Eeanomie and Social Msloiy Review. 
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Debt Crisis and Economic Reforms 

SPGupta 

Any study ofthe growth ofIndia’s external debt cannot be undertaken in isolationfrom the growth of domestic public debt 
The question is whether the present ecotjumi^ reform will succeed in reversing the rising trends in debt service ratio and 
percentage ofpubUc and external debt to GNP in a sustainable fashion. An attempt is made here to answer the question with 
the he^ of a simple macro-economic model 


THE present economic refonn in India has 
beoi triggered primarily by an extemai debt 
crisis, mainly an outcome of her domestic 
fiscal imbalance, i e, ovenpending by the 
government Three yean of this reform have 
already passed. The irapact of some of the 
policies under this reform is now perceptible. 
There isageneral feeling from the experience 
of other countries that for accessing the foil 
impact of such policies, the three-year period 
is ‘too short’. At the same time, it is felt that 
as far as mid-course corrections in the policy 
packages are required, it will be too late if 
their results are not detected in time. 

To start with, one would like to identify ail 
key factors leading to the present debt crisis; 
beuuse only then can one assess whether all 
the fiscal and rnonmary packages presently 
inidated under this reform could help the 
economy to deactivate these factors, so that 
the economy can come out of the present 
crisis in a sustainable fashion. 

The government has recently brought out 
a Status Report on Extemai Debt (October 
1993). This has placed India’s extemai debt 
at a high figure of $ 74.S billion (excluding 
defence) and $ 8S.4 billion (including de- 
fence)in 1993andaspercentageofGDP33.4 
and 38.3 respectively in 1992-93. There is a 
sharp difference of opinion among econo¬ 
mists about the viability of this level of debt 
burden. For example some read this statistic 
as a forewarning for an impending or con¬ 
tinuing debt crisis. But if one makes an inter¬ 
country comparison, one will notice that 
among 30 major developing countries (bar¬ 
ring China and Republic of Korea), ail have 
an extemai debt ratio to GNP higher than that 
of India in 1991. 'The concern, therefore, 
should not be for this level of debt to GNP. 
ratio. Alternatively it is the debt service ratio 
of a country that conventionally measures its 
repayment abilities, which should be of real 
concern. Using this indicator, there are only 
three countries Zambia, Algeria and Argen¬ 
tina among 30 selected developing countries 
mentioned in the WorldDeveltqmtentReport 
1992-93 which are above India. In Iixiia 
(even excluding defence debt), this ratio is 
higher than one-third of exports and showing 
an ever-increasing trend. 

External debt accumulates basically from 
the growth of the current account briance 
^Snanced by contractual borrowing. Its ser- 
vicingcommitmentadependonthecomposi- 
tion of its financing sources having different 


schedule of repayments and levels of interest 
charges. I do not like here to narrate the 
familiar reasons for how the ‘grant element' 
of India’s extemai borrowing has eroded 
over time, thereby aggravating her servicing 
liabilities. In a nutshell, there has been all 
along a heavy shift from mid-80s from offi¬ 
cial to commercial borrowings (bearingcom¬ 
paratively high interest rates and having 
shorter maturity periods). The large current 
account balance in iu turn can be ascribed to the 
continuing largedomestic fiscal deficit creat¬ 
ing heavy excess demand in the domestic 
market. At tunes in the past, a part of the 
pressure of this excess demand has been 
absorbed by squeezing investment in the 
private sector (the ‘crowding out’ effect) 
through prionty borrowing (under SLR) by 


the public sector. This is why the relation 
between high fiscal deficit and high current 
account balance in the extemai sector has i^ 
always been one-to-one. But over time the 
private sector has been squeezed so much, 
almost reaching a ‘saturation’ point, that the 
impact of any further large fiscal imbalance 
is lively to be transmitted largely to the 
extemai sector. Besides, with the recent re¬ 
duction in the SLR and the market orienta¬ 
tion in government borrowing, any more 
squeezing of the private sector will not be 
possible. 

This is why, any study on the growth of 
India’s extemai debt cannot be undertaken in 
isolation from her domestic public debt. The 
external debt as percentage of exports (goods 
and non-factor services), in current dollars 


Table I: Assumptions—^Alternative Public Debt Scenarios 


(A) Base Case 


(B) Optimistic Case 


(a) Fiscal defiLit (central 

govemmcni) 

(b) Budgeting deficit 

(central govemmeni) 

(c) Revenue deficii (central 

government) 


(d) Interest rates 


(e) Real GDP growth 

(f) Inflation rate 

(g) Population growth 


7.0 per cent (1994-95 to 
2003-04) 

0.7 per cent -do- 

4 3 in 1994-95 and then 4.0 


10.02 (BE) for 1994-95 and 
then 12 0 per cent (1995-96) 

13.0 per cent (there on) 

5 0 althrough 
9 0 (1994-95 onwaids) 

2.1 percent (1994-95 onwards) 


6 5percenl(1994-95 to 1996-97) 
than 6 0 per cent there on 
Same as base case 

4.3 per cent in 1994-95,4.0 per 
cent ,n 1995 96 and then 3.5 per 
cent until 1998(99 and there on 
3 0 per cent per annum. 

10 2 in 1994-95 and then 11 per 
cent there on 

.Same as the base case 
8 0 in 1994-95 and onwards 
Same as base rase 


Table 2. Assumptions—Alternative External Debt Services 


(A) Base Case 


(B) Opumistic Case 


(a) to (g) refer to Table I 

(h) Real growth of exports 

(goods and nfs) 

(i) Nominal average interest 

rate-charges for extemai 
debt 

(j) Repayment schedule 

(k) lYade balance as 

percentage of CNF 

(l) Import elasticity 

(m) Rupee depreciation 

(n) FDI 


Same as the public debt scenano Some as ihe public debt scenario 
(Base case) (Optimistic case) 

9 per cent in 1994-95; 8 per cent 13 0 in 1994-95; I5 0 thereafter 
thereafter 

7.3/8.a/8.3/8.V8.6/8.7/8.8/8 8/8 8 As Ihe base case 
for 1994-95 to 2002-03 


As given in World Bank Report 
and extrapolated 
1.2 to 1.4 

1.21 

3.9 per cent per annum from 
1994-95 to the end 
Disbursement around S 800 in 
1994-95, rising to S 1.46 million 
in 2002-03 


As the base case 
0.7-1 S 
1 30 

10 per cent per annum from 
I9M-9S to the end 
Disbursement around $ 800 in 
1994-95. rising to $ 2 billion in 
2002-03 
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increased from 257 per cent to 313 per cent 
between l984-8Sand 1992-93 almost mono- 
tomcally and the debt-servicing at percent¬ 
age of exports from 22 7 per cent to 31 3per 
cent ova- the same pcnod As percentage of 
GNPat current dollar, the external debt again 
increased from 17 S per centm 1984-85 to 
28.8 per cent in 1991-92 (Table 12) The 
significant contribution to this increasing 
external debt came from growing public debt 
Public debt at the centre over this pcnod rose 
from 49 3 per cent ofGDP to 57 9 percent of 
GNP almost monotonically and its external 


debt component increased from 35 5 percent 
in 1984-85 to43 3 percent in 1991-92 Thus 
in 1992 the central government public debt 
covered 43 per cent of India's total external 
debt, besides there was the indirect impacts 
of growing domestic fiscal deHcit on the 
external gaps when the excess demand spilled 
into the external market Now, the moot <^- 
Uon IS whetherthe present economicreform will 
be able to ameliorate this situation and reverse 
the increasing uends in the debt-service ratio 
and percentage of public and external debt to 
GNP, in a sustainable fashion 


For this an attempt is made to examine the 
future trends in thew few selected indicators 
to measure the likely debt build-up in India 
with the help of a simple mticro-economic 
model Thetwomostcommonlyusedindica- 
ton aieeitherdebt expressed as percentage of 
GNP or debt-serviciitg(repayment and inter¬ 
est charges) as percentage of exports in the 
external case and as percentage of central 
government’s fiscal cteficit m the domestic 
case One test of an impending debt casts IS 
when these ratios continue to increase with¬ 
out any sign of a turning point over the 


TaBI t t CfcNTKAL OUVbRNMfcNT PUBUC DfBT PlIOIECnONS—Sc CNARIO I BaSE CaSE 


Pro ICC, l ions 



I992«1 

Actuals 

1993/94 

1994/95 

1995/96 

1996/97 

' 1997/98 

1998/99 1999/2000 200(V0I 

2001/02 

2002A)3 

Fiscal deficit as per cent of GNP 

17 

74 

70 

70 

70 

70 

70 

70 

70 

70 

70 

Budgetary deficit as per cent of GNP 

1 7 

1 1 

07 

07 

07 

07 

07 

07 

07 

07 

07 

Revenue deficit os per cent of GNP 
Interest payments (Rs billion) at 

26 

41 

4 3 

40 

40 

40 

40 

40 

40 

40 

40 

current paces 

3104 

1710 

460 0 

609 2 

7414 

818 6 

947 1 

1070 8 

1211 8 

1372 6 

11118 

interest payments as per cent ot GNP 

41 

48 

1 1 

60 

64 

63 

61 

62 

62 

6 1 

6 1 

Interest rate (per cent) 

88 

93 

102 

120 

tio 

130 

130 

130 

130 

130 

110 

GNP real growth (per cent) 

49 

4 0 

SO 

10 

50 

10 

11) 

50 

50 

16 

10 

Inflation rale (per cent) 

10 1 

90 

9 0 

90 

90 

90 

9 0 

90 

90 

90 

90 

Total public debt as per tent of ONP 

17 9 

171 

16 8 

161 

151 

110 

141 

14 1 

518 

131 

13 2 

Per capita public debt (Rs) 

41717 

1026 0 

1141 1 

61142 

6751 1 

7472 2 

82741 

9171 1 

10174 2 

112914 

12148 7 

Memo Items 

Total public debt (Rs billion) 

4019 2 

41091 

5076 4 

17186 

6410 8 

72814 

8216 9 

9321 6 

10158 1 

11967 8 

11174 8 

GNP at current prices (Rs billion) 

6941 6 

7844 0 

8942 1 

10194 0 

II62I 2 

13248 2 

15102 9 

17217 3 

19627 7 

223716 

25108 2 

PojMilaiion (in million) 

878 8 

897 2 

916 1 

9313 

9510 

9710 

9915 

1016 4 

1037 7 

10191 

1081 8 


Nole^ (a) Infljtion rate tor 1992/91 is iiom RBI Annual Report 
(h) Inleresi rate ia LStimated value 

(c) InviMbIcs for 1992/91 are esiiniated using Ihc same growth in dollar terms prevailed in 1991/92 over 1990/91 

(d) t xporis (goods) figure has been taken from the Commerte Ministiy Press Notes 

(e) Current attounl deficit tigure for 1992/91 is from the Ftonomit Survey 

(0 hxternai debt excludes defence this figure has been taken from the Finance MinisUy s Status Report on External Debt 
Sourrer (1) Reserve Bank of India Report on Cutrem \ and htname 
(2) Reserve Bank of India RB! Annual Reptlrf 
( 1) Ministry of Finance Union Budget Dm umentt 

(4) Ministry of Finance Fionomii Purvey 

(5) India r txlemal Debt A Slatut Report, Ministry of Finance, Government of India 

(6) World Bank World De\elopment Report 1991 

Tabu 4 Cenirai Governmint Public Debt Proiectiions Scenario 2 Optimistic Case 


Projections 



1992/91 

Actuals 

1991/94 

1994/91 

1991/96 

1996/9 

1997/98 

1998/99 1999/2000 2000/01 

2001/02 

2002/01 

Fiscal deficit as per cent nl GNP 

17 

74 

61 

61 

n 

60 

60 

60 

6 0 

60 

60 

Budgetary defic.t as per cent of GNP 

1 7 

1 1 

07 

07 

07 

07 

07 

07 

07 

07 

07 

Revenue deficit as per cent of GNP 
InXrest payments (Rs billion) ui 

26 

41 

4 1 

4 0 

11 

15 

15 

30 

10 

30 

30 

cuneiia pricts 

3104 

1710 

4600 

1110 

6169 

689 1 

7617 

847 9 

941 1 

1050 7 

11721 

Interest payments as percent of GNP 

41 

48 

12 

11 

11 

14 

11 

52 

5 1 

10 

50 

Interest rate (per cent) 

88 

9 1 

10 2 

110 

II 0 

II 0 

II 0 

11 0 

MO 

110 

II 0 

GNP real growth (per cent) 

49 

4 0 

10 

10 

10 

10 

10 

50 

50 

50 

50 

Inflation rate (per cent) 

10 1 

90 

80 

80 

8 0 

80 

80 

80 

86 

80 

80 

Total public debt as jicr cent of GNP 

17 9 

171 

167 

56 0 

151 

14 3 

511 

121 

.11 8 

SI 1 

501 

Per-capita public debt (Rs) 

41717 

1026 0 

1487 7 

1995 9 

65600 

7120 3 

7743 3 

8.435 6 

92046 

10058 4 

MOOS 9 

Memo Items 

Total public debt (Rs billion) 

4019 2 

41091 

5027 1 

5608 1 

62641 

6942 3 

7708 3 

8573 8 

91519 

10657 1 

119059 

GNP at current paces (Rs billion) 

6941 6 

7844 0 

8861 7 

100160 

II1I80 

12789 4 

I44S2 0 

163308 

184S18 

20812 8 

23563 6 

Populauon (in millton) 

878 8 

897 2 

916 1 

9111 

9110 

9710 

995 5 

10164 

1037 7 

10591 

1081 8 


Ntrtet Same as Table 3 
Sauries Same as Table 1 
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Taiu S: Indm: Exhoinal Dut PiuuBcnoNS— Scenario I: Base Case 



1992/93 

Actuals 

1993m 

1994/95 

1995m 

1996/97 

1997/98 

^lawaia 

1998m 1999/2000 200(V01 

2001/02 2002/03 

Total exports (g-Hiis) (Rs billion) 

671.4 

866.1 

1022.1 

1195.7 

1399.0 

1636.9 

1915.1 

2,240.7 

2621.6 

3067.3 

3588.7 

Exports (goods) (Rs billion) 

536.9 

671.1 

785.2 

910.8 

I036J 

1225.6 

1421.7 

1649.2 

1913.0 

2219.1 

2574.2 

Trade balance (Rs bilUmi) 

-125.9 

-76.6 

-107.3 

-154.1 

-171.9 

-17I.I 

-1998 

-232.7 

-270.3 

-318.1 

-373.S 

Current account deficit (Rs billion) 

150.8 

129.9 

162.7 

269.0 

314.8 

343.7 

402.2 

470.5 

550.5 

644.1 

753.6 

Rupee devaluation (per cent) 

17.0 

10.7 

4.9 

3.9 

3.9 

3.9 

3.9 

3.9 

3.9 

3.9 

3.9 

Inflation rate (pn cent) 

Nominal interest rate 

I0.I 

9.0 

9.0 

9.0 

9.0 

9.0 

9X) 

9.0 

9.0 

9.0 

9.0 

(excluding repayments) (per cent) 

5.3 

6.3 

7.3 

8.0 

8.3 

8.5 

8.6 

8.7 

8.8 

8.8 

8.8 

InteiBit payments (Rs bUlion) 

117.9 

146.3 

179.0 

207.9 

235.8 

265.6 

295.3 

330.9 

373.2 

419.0 

4733 

Principal repayments (Rs billion) 
Current A/c balance as per cent of 

91.0 

112.0 

167.0 

212.0 

280.0 

224.0 

202.0 

221.0 

244.0 

322.0 

450.0 

total exports 

22.5 

15.0 

15.9 

22.5 

22.5 

21.0 

21.0 

21.0 

21.0 

21.0 

21.0 

Real interest rate change^ (per ceiN) 

-3.9 

-2.0 

-1.3 

-0.7 

-0.4 

-0.2 

-0.1 

0.0 

0.1 

0.1 

0.1 

Real export growth (giiifs) (per cent) 

3.1 

20.0 

9.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

Real export growth (goods) (per cenO 

3.1 

16.0 

8.0 

7.0 

7.0 

7.0 

7.0 

7.0 

7.0 

7.0 

7.0 

Debt service ratio (pcs oeat) 

31.1 

29.8 

33.9 

35.1 

36.9 

29.9 

26.0 

24.6 

23.S 

24.2 

25.7 

Total external debt« per oeai of eapom 

34S.9 

283.2 

2543 

237.6 

223.4 

209J 

198.6 

189J 

181.6 

I7SJ 

170.1 

Total exinnal debt as per cent of GNP 

33.5 

31 3 

29.1 

27.9 

26.9 

25.9 

25.2 

24.6 

24.3 

24.0 

23.9 

Per-capita extertial deM (Rs) 

2642.5 

2733.7 

2837.2 

3037.7 

3272.6 

3522.3 

38»).I 

4172.9 

4588.2 

5074.6 

5642J 

Memo items: 

Exports (Rs billioo’in real prices) 

293.6 

337.6 

391.4 

479.4 

587.3 

710.6 

859.8 

1040.4 

1258.9 

1523.2 

1843.1 

Assumed price indices (1981/82 = 100) 

228.7 

249.3 

271.7 

296.2 

322.8 

351.9 

383.6 

418.1 

455.7 

496.7 

541.4 

Real GNP growth (per cent) 

4.9 

4.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

GNP at maricet prices (Rs billion) 

6941.6 

7844.0 

8942.1 

I0I94.0 

11621.2 

13m2 

15102.9 

17217.3 

19627.7 

22375.6 

255083 

Populabon (in million) 

878.8 

897.2 

9161 

935.3 

955.0 

975.0 

995.5 

1016.4 

1037.7 

10593 

1081J 

Total external debt (Rs billion)* 

2322.2 

2452.7 

25991 

2841 2 

3125.2 

3434.2 

3802.9 

4241.3 

4761.3 

5376.7 

6103.7 

Foreign direct investment (Rs billion) 

8.0 

15.0 

25.0 

35.0 

40.0 

450 

45.0 

45.0 

45.0 

45.0 

45.0 


* ^eluding Defence. 
Nnt^: Seme as Table 3. 
Snurcts: Same as Ttrtile 3. 


TABts 6: iNDU; External Dsar PaoiBrnoNs—S cenario 2: OrriMisnc Case 



1992m 

Actuals 

1993/94 

1994^5 

l99Sm 

1996/97 

1997/98 

1998m 1999/20002000/01 

2001/02 20Q2A» 

Total exports (g-t-nB) (Rs billion) 

671.4 

866.1 

1108.6 

1419.0 

1816.4 

2324.9 

2975.9 

3809.2 

4875.7 

6241.0 

7988.4 

Exports (goods) (Rs billion) 

536.9 

671.1 

805.3 

982.5 

1198.6 

1462.3 

1784.1 

2176.5 

2655.4 

3239.6 

3952.3 

Tr^ balance (Rs billion) 

-125.9 

-76.6 

-69.1 

-69.4 

-80.9 

-96.9 

-146.6 

-209.4 

-289.0 

-394.3 

-528.0 

Current account deficit (Rs billion) 

150.8 

129.9 

155 2 

184.5 

218.0 

255.7 

327.4 

419.0 

536.3 

686.5 

878.7 

Rupee devaluation (per cent) 

17.0 

10.7 

100 

10.0 

10.0 

10.0 

10.0 

10.0 

10.0 

10.0 

10.0 

Inflation rate (per cent) 

Nominal interest rate 

10.1 

9.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

(excitttfing repayments) (per cent) 

5.3 

6.3 

73 

8.0 

8.3 

8.5 

8.6 

8.7 

8.8 

8.8 

8.8 

Interest payments (Rs billion) 

117.9 

i46.3 

179.0 

208.1 

230.0 

251.8 

273.7 

302.6 

340.3 

385.2 

443.7 

Principal repayments (Rs billion) 
Current A/c balance as per cent of 

91.0 

112.0 

1670 

212.0 

280.0 

224.0 

202.0 

221.0 

244.0 

322.0 

450.0 

total exports 

22.5 

15.0 

14.0 

13.0 

12.0 

11.0 

11.0 

11.0 

no 

11.0 

11.1 

Real Interest rate changes (per cent) 

-3.9 

-2.0 

00 

0.8 

1.1 

1.4 

1.5 

1.6 

1.7 

1.7 

1.7 

Real export growth (gmA) (pee cent) 

3.1 

20.0 

200 

20.0 

20.0 

20.0 

20.0 

20.0 

20.0 

20.0 

200 

Real export growth (goods) (per cent) 

3.1 

16.0 

120 

14.0 

14.0 

14.0 

14.0 

14.0 

14.0 

14.0 

14.0 

Debt service ratio (per cent) 

31.1 

29.8 

31.2 

29.6 

28.1 

20.5 

16.0 

13.7 

12.0 

11.3 

11.2 

Toad external debt at per cent of exports 

345.9 

283.2 

234 6 

195.3 

163.1 

136.9 

116.9 

101.5 


80.8 

73.9 

Total external debt as per cent of GNP 

33.5 

31.3 

29 3 

27.7 

26.2 

24.9 

24.1 

23.7 

23.7 

24.2 

25.1 

Per-capita exterrul debt (Rs) 

2642.5 

2733.7 

2391 

2962.8 

3101.8 

3264.6 

3493.5 

3804.6 

4218.2 

4759.1 

5459.1 

Memo items: 

Exports (Rs billion in real prices) 

293.6 

337.6 

384 9 

434.9 

487.1 

540.7 

600.2 

666.2 

739.4 

820.8 

911.1 

Assumed price indices (1981/82 s 100) 

228.7 

249.3 

269 2 

290.8 

314.0 

339.1 

366.3 

395 6 

427.2 

461.4 

498.3 

Real GNP growth (per cent) 

4.9 

4.0 

5 0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 

GNP at market prices (Rs billion) 

6941.6 

7844 0 

8863 7 

10016.0 

11318.0 

12789.4 

14452 0 

16330.8 

18453.8 

20852.8 

23563.6 

Population (in millicm) 

878.8 

897.2 

916 1 

935.3 

955.0 

975.0 

995.5 

I0I6.4 

1037.7 

1059.5 

1081.8 

Ti^ extenial debt (Rs billion)* 

2322.2 

2452.7 

2600.8 

2771.1 

2962.1 

3183.0 

3477.7 

3867.0 

4377.4 

5042.4 

59055 

Foreign direct investment (Rs billion) 

8.0 

15.0 

25 0 

350 

50.0 

60.0 

60.0 

600 

60.0 

60.0 

600 


* Bicluding Defence. < 

Nous: Same as Table 3. s 

Sources: Same as Table 3. 


Boonomic and Ftolidcal Weekly June 4.1994 


1413 ' 








mediuip and long tenn. Such a aituadon is 
regarded as being potentially explosive and 
may ultimately le^ to a loss of credibility 
about the country’s capacity to fulfil the 
economy’s debt Uabilities, both internal or 
eitemal and failing which the likely conse¬ 
quent severe economic and political rep«- 
cussions. 

PubucDebt 

The prime source contributing to domestic 
public debt in India is the increasing budget- 
arygaps. 

Presently three types of budgetary gaps are 
mentioned in the official budget documents. 
The first type is defined as fiscal deficit 
which measures the gap between all central 
government expenditure (current and capi¬ 
tal) and all revenue through tax and non-tax 
measures, including capital receipts. Then 
there is the budgetary deficit, where the gov¬ 
ernment covers excess expenditure on in¬ 
come by printing notes, i e, borrowing from 
the centrid bank. The third is the revenue 
deficit, when the government even for fi¬ 
nancing its re venue expenditure bonows from 
the market, home and abroad, a source of 
finance which conventionally is used to cover 
developmental and capital expenditure. An¬ 
other type which has recently been quoted in 
the cent^ government' s budget document is 
based on a concept of primary deficit, i e. the 
fiscal deficit net of all interest payments. 
HowevCT, this concept is valid only vis-a-vis 
the consolidated budget of a country (i e, 
centre and states taken together). The prima¬ 
ry deficit of the centre in isolation should be 
odculated as the fiscal deficit net of gross 
interest payments less interest receipts from 
lending to the states. The Budget at a Glance 
for IW‘94, however, has mistakenly esti¬ 
mated centre’s primary deficit as the differ¬ 
ence between the gross fiscal deficit and 
greu interest paymenu. 

These different concepts ofbudgetary gaps 
have ihReeM economic implications vis-a-vis 
the accumulation of public debt. Primary 
deficit adds to the public debt and measures, 
the degrees of freedom government enjoys in 
selecting its expenditure portfolio since it is 
net of all payments for contractual interest 
payments. Fiscal deficit, in the aggregate, 
gives the overall resource transfer from pri¬ 
vate to public sector. It has its significance in 
assessing the allocative efficiency of resour¬ 
ces, determined by the relative rates of return 
of the public and private sector inve.stments. 
Budgetary deficit normally has a beanng on 
inflation. It should be recognised that deficit 
budgets arc not always inflationary. As the 
country's real demand for money increases 
along with real growth of income, a budget- 
' ary deficit equivalent to or less than this 
increased demand cannot generate inflation. 
This non-inflationary budgetary deficit as a 
source of public sector income will be higher 


if the economy grows faster. Similariy, wifii 
ahigherrateohnflation, inoney demand also 
increases, thus providing some more room 
for raising the non-inflatlonasy limit of the 
budget deficit. In India’s case, it has been 
calculated that with a real ^owth rate of 
around S to 6 per cent and inflation around 
6 to 8 per cent, the non-inflationary level of 
consolidated budget deficit is around I.l to 
1.3 ofGNP,‘ie, around 1.0 per cent of GNP 
at the centre. 

A higher revenue deficit especially cover¬ 
ing increasing percentage of non-develop- 
mental expoiditate reflects a lower alloca¬ 
tion of resources for capita] and developmen¬ 
tal expenditure, on ‘physical’ and ’human’, 
infrastructure and cannot, therefore, be re¬ 
garded as ‘growth friendly*. This has espe¬ 
cially happened in India, over the last de¬ 
cades. Indeed the revenue deficit in 1993-94 
(RE) is the highest ever reached over last 
several decades in India. The investment 
expenditure by the public sector in India has 
acted as an engine of growth—nearly half of 
the total capital formation in India has ongin- 
ated from the (Hiblic sector over the last three 
decades. Here lies the importance of the 
level of capital expenditure in the budget. 
Also, it has been found from theexpcnence 
of many other countries that when during 
fiscal restraint the invc.stment activity in the 
public sector has been made to d«:line very 
fast, the private sector in most cases has failed 
to step in at an appropriate pace and volume. 

For assessing the impact of the fi.scal and 


monetary changes infliated by the govern-’ 
ment on domestic and external d^, this 
pajier has used an arudytical model (see the 
Annexure) very close to the one developed 
by Stanley Fischer, former vice-president of 
the World Bank. This model cle^y demon¬ 
strates that the ‘safe' outerlimitstoapossible 
debt crisis in the ‘current account balance’ in 
the external sector on the one h^ 
government’s fiscal deficit, bn tlW^itner liui^' 
are very much interd^ndent and depend 
laigeiy on growth of exports, real income of 
the country, real interest rates and the ‘source 
composition’ usedforfinancingthetwogaps: 
balance of payment and fiscal deficit. For 
example, a hi^er fiscal deficit<may not lead 
to an increase in the ratio of dotnesbc public 
debt provided the tea) GDP grows faster than 
the real interest rate. On the other hand, even 
a zero primary deficit will increase the public 
debt ratio if the real interest rate exceeds the 
real growth of the economy. This point is 
often overlooked. Thus, in any effort to re¬ 
duce the public debt, an exclusive concentra¬ 
tion in reducing the fiscal deficit, without any 
proper concern for the growth implications 
of the government’s income and expenditure 
patterns in the budget and real interest rates, 
may be self-dcteating. Similarly, for reducing 
external debt exclusive concern on the 
current account gap in the BOP, and mainly 
achieved by import compression and aid 
without consideration for export growth, the 
exchange rate changes and on other mone¬ 
tary policies is rather ineffective. All these 


Table 7; Money-Ulmand Function—Scenario 1: Base Case 






ProKcdons 




1992/93 

Actuals 

1993/94 

1994/95 

1995/96 

1996/97 

1997/98 

Inflation rate (per cent) 

10 1 

9.0 

9.0 

9.0 

9.0 

9.0 

Real GNP growth (per cent) 

GNP at current prices 

49 

4.0 

5.0 

5.0 

50 

5.0 

(Rs billion) 

6941.57 

7844.0 

8942.1 

10194.0 

11621.2 

13248.2 

Nominal ONP growth (per cent) 
CiHiency with the j^Tic os 

14.9 

13.0 

14.0 

14.0 

14.0 

14.0 

per cent of GNP 
Non-inflaUonaiy budgetary 

9.89 

9.90 

• 9.77 

9.93 

10.10 

10.27 

deficit as per cent of GNP 

1.47 

1.24 

1.42 

1.44 

1.46 

1.49 

Notes. Same as Table 3. 
Sources Same as Table 3. 







Table 8: Money-Demand Function—Scenario 2: Oetimistic Case 






Pioiections 




1992/93 

Actuals 

1993/94 

1994/95 

1995/96 

1996«7 

1997/98 

Inflation rate (per cent) 

lO.I 

9.0 

8.0 

8.0 

8.0 

8.0 

Real GNP growth (per cent) 
GNP at current prices 

4.9 

4.0 

5.0 

5.0 

5.0 

5.0 

(Rs billion) 

6941 57 

7844.0 

8563.7 

10016.0 

11318.0 

12789.4 

Nominal GNP growth (per cent) 
Cunency with the public as 

14.9 

130 

13.0 

13.0 

13.0 

13.0 

per cent of GNP 
Non-mflationaiy budgetaiy 

9.89 

9.90 

9.86 

9.98 

10.10 

10.23 

deficit os per cent of ONP 

1 47 

1.24 

1.38 

1.40 

1.41 

1.43 


Notes. Same as T^le 3. 
Sources: Same as Tlible 3. 
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ibow (hat we cannot assess wheOier a given 
pdicy package in the fiscal, trade or mone- 
taiy ateas will aggravate or ameliorate the 
debt crisis in defiaence to the movements of 
the major real variables of the economy. It is 
easy to reduce the currant account balance iri 
ordCT to reduce debt obligations by slashing 
imports. Suchastrat^ may. however, prove 
to be self-defeating since it may ultimately 
reduce both GDP growth and exports, espe¬ 
cially given the fact that India now ne^ 
more imported inputs by way of imports of 
goods and services and technology to im¬ 
prove her efficiency in production and for 
faster growth. Simili^y, it is sometimes short¬ 
sighted to continue with high real interest 
rates as a tool for demand compression, in 
order to bridge the budgetary gap, because 
pursued over a prolonged period this may 
adversely affect the debt-servicing burden 
directly through higher interest payments 
and indirectly by lower growth of the real 
economy and exports and thereby aggravate 
the debt burden. Similarly the temptation to 
reduce internal debt burden by financing the 
budget with printing notes (interest neutral) 
has the risk of crossing the ‘outlimits* of 
budget gaps (roughly calculated as I -1.3 per 
cent of GNP in India, as given the base 
scenario); this may expose the GDP growth 
to high inflation. To lake these interacting 
forces into account, we have used a comput¬ 
able model already mentioned, to assess the 
impact of the present and likely future policy 
changes adopted under the reform 
programme. For this, alternative projections 
ova a ten-year period of relevant debt para¬ 
meters have been made both in the domes¬ 
tic and external .sectors. These projections are 
made mainly against two scenarios: ‘base’ 
and ‘optimistic’. Admittedly, it is veiy diffi¬ 
cult to attempt any futuristic projection exer¬ 
cise at this point of time since both the 
external and domestic environments con¬ 
fronting India are changing very fast and 
becoming increasingly uncertain. 

The ‘base case’ projections can be regard¬ 
ed as a standard exocisein ‘foreca^ng’ t'The 
optimistic case assumes a successful imple¬ 
mentation of the government’s reform 
measures and a near-fiilfilment of thdr targets 
regarding major parameters of the economy. 

The simulation for the future has bem 
done with the help of the simplified model as 
has already mentioned. Alike all simplified 
models it has the ability to cover only the 
main policy tools in government’s debt man¬ 
agement in an aggregative fashion. We have 
also confined to central government budget. 
This is because the present bout of reform 
seems to be very much confined to central 
government’s policies. 

The model includes eight major policy 
variables. These are; the level of gross fiscal 
deficit, the budget deficit, the revenue defi¬ 
cit, the nominal interest rates, external bor- 
nwing, the level of current account balancer 


die repayment schedule of debts and the 
exchange rate changes. The three major ex¬ 
ogenous variables assumed are GNP, export 
growth and domestic inflation rate. Evidently, 
the selected policy variables might also 
affect the three exogenous variables and, 
therefore, strictly they cannot be treated as 
‘purely exogenous’. A rough linkage of the 
changes in the policy variables with the 
exogenous variables has been done outside 
the model. The major endogenous vari¬ 
ables are debt-servicing liabilities, the 
growth of public debt (at the centre), 
real interest charge, and the growth of 
external debt. 

To start with, the central government’s 
actual fiscal deficit in 1992-93 has been taken 
as the projection base. For 1993-94 (RE) the 
fiscal ^ficit has been revised upwards to 7.4 
percent as against the budget estimate of 4.66 
per cent. 

Base Scenario 

'The gross fiscal deficit which was very 
high in 1990-91 (8.41 per cent of GDP at 
market pnee) indeed went down sigmficantly 
over 1991-92 and 1992-93 but unfortu¬ 
nately since then has started rising, reaching 
7.4 percait in the revised estimates of 1993-94 
against a budgeted target of 4.66 per cent. 
For the year 1994-95, it has been placed at 6 
per cent of GDP. Still worse is the revenue 
deficit as percentage of GDP; it has reached 
a peak of 4.3 per cent of GDP (in the 1993-94 
revised estimates) highest ever in the past 
against a level of 2.63 per cent reached in 

1992- 93. The inflation rate, measured in 
terms of wholesale price index has come to 
8.30 per cent averaged over first ten months 
of 1993-94 and estimated to go up to 9.0 per 
cent by the end of this year. The real GDP 
growth rate with an initial depth to 1.0 per cent 
from the base of 5.6 per cent in 1990-91 has 
increased to 4.55 per cent in 1992-93 (with a 
GNP growth of 4.9 perNrent) and now 
estimated to come down to 3.8 per cent in 

1993- 94 (4.0 per cent as GNP growth) by the 
CSO's advance estimates. 

The foreign exchange reserve in this year 
is the highest since the reform process has 
been initiated and the current account bal¬ 
ance as a percentage of GDP is very comfort¬ 
able and has increasingly been reduced. The 
fiscal and revenue deficits have been margin¬ 
ally reduced in this year’s budget, i e, in 

1994- 95 compared to 1993-94 revised esti¬ 
mates. This suggests, as has been explained 
by the finance ministry, the budget is on the 
correction course for a once for all si ippage in 
fiscal deficit observed in 1993-94. But at the 
same time, by judging the heavy upward 
revisions, in the budgetary gaps in the 
1993-94 revised estimates, one wonders 
whether the estimates provided by 1994-95 
budget can be accepted with a reasonable 
confidence limit. 


Hie higher fiscal deficit for 1993-94 (re¬ 
vised estimates) has been explained by die 
finance ministry primarily by a revenue loss 
due to lower growth of industrial production 
and of imports. But detailed scrutiny of the 
revised budget will showthat it is also largely 
due to a heavy increase in the government's 
revenue and capital expenditure including 
nearly 50 per cent increase in subsidy com¬ 
pared to the budget estimates. The question 
that may come in one's mind is whether this 
is likely to be repeated in the budget estimates 


TABU 9 Total External Debt Ratios in 1991 


Per Cent 
of Exports 

Percent 

ofONP 

Debt 

Service 

Ratio 

Tanzania* 

1207 8 

250 8 

24.6 

Ethiopia* 

464.7 

53.4 

18.6 

Nepal* 

370.0 

53.5 

13.6 

Bangladesh* 

443.7 

56.0 

19,9 

India 

395 3 

29.3 

36.7 

Kenya* 

3184 

89.6 

32.7 

Nigetih* 

257 1 

108.8 

25.2 

China* 

87.1 

16.4 

12.1 

Ghana* 

384 5 

66.9 

26.9 

Pakistan* 

244.9 

501 

21.1 

Sn Lanka* 

211.0 

726 

13.9 

Indonesia* 

223.2 

66.4 

32.7 

Egypt Arab Rep* 

280 0 

133 1 

16.7 

Sudan 

3465 6 

NA 

NA 

Zambia 

624.8 

NA 

50.3 

Philippines 

2156 

70.2 

23 2' 

Peru* 

483 6 

44.3 

27.7 

Colombia* 

167 7 

43 5 

35.2 

Jamaica* 

186 3 

1.34 9 

29.4 

Tunisia* 

137 2 

66.2 

22.7 

Thailand* 

94.9 

39 0 

I3.I 

Turkey* 

194 7 

48 I 

30.5 

Algeria* 

2148 

70.4 

73.7 

Chile* 

1.53 5 

60.7 

33.9 

Malaysia* 

53.7 

47.6 

8.3 

Argentina* 

433 0 

49.2 

48.4 

Brazil* 

324.9 

28.8 

300 

Mexico* 

224 1 

36.9 

30.9 

Korea Rep* 

47 6 

144 

71 


* These countnes'external debt ratio to total 


exports is less than India 
Nous: Same as Table 3. 

Sourcfs: World Development Report 1993. 
Same as Table 3. 

Tabie 10: Interest Payments (IP) in Central 
Budget as Per Cent of PIscal Deficit (FD) 


ro_IP. (IP/FD) 

(Rs Billion) (Percent) 


1992/93 

401 7 

310.4 

77.3 

l99t/94 

585 5 

3756 

64.0 

1994/95 

62539 

460 0 

73 5 

1995/96 

713.6 

6092 

854 

1996/97 

813 5 

743.4 

914 

1997/98 

927 4 

838 6 

904 

1998/99 

i057 2 

947 1 

89.6 

1999/2000 

1205.2 

1070 8 

tf8.8 

2000/01 

1373 9 

12118 

88.2 

2001/02 

I566J 

1372.6 

87.6 

2002/03 

1785 6 

1555 8 

871 


Notes Same as Table 3 
Stmrees’ Same as Table 3. 
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of1994-9S. The budget for 1994-95 provides 
a reduction in the income and corporate taxes 
and also in tariffs. The estimated revenue 
receipt out of ail taxes provided in the 1994-93 
budget (after netting any loss due to a 
reduction in the tax rates) assumes implicitly 
an increase in the tax buoyancy vis-a-vis the 
growth in GDP by more than 10 per cent (the 
elasticity has been rai scd from around 0.87 to 
near unity). This increase has been explained 
by an improvement in tax collection. Simi- 
i^y, in the estimation of customs revenues 
there has been an implicit assumption of 16 
per c«it growth in the value of import thereby 
raising the long-term import elasticity to 
GDP from near 0.87 to 1.12 per cent and a 
custom revenue elasticity of nearly 1.2. Judg¬ 
ing from the past experience, so larger an 
improvement in the tax administration and a 
recovery in the import grotvth within one 
year seems to be improbable. Similarly on 
the expenditure side the claim that the present 
budget is growth-oriented canot be ju.stiried 
when there is almost a zero increase in its 
capital expenditure. In the estimate of reve¬ 
nue expenditure there is an assumption that 
subsidy will go down by 40-50 per cent. Past 
experience does not give confidence on this 
promise. The implicit real GOP growth rate 
assumed to be S per cent. This also seems to 
be an ambitious one, given the prospects of a 
further decline in agricultural growth. All 
these taking into consideration, the realised 
fiscal deficit for 1994-95 may go up by more 
than one percentage point. This will mean the 
fiscal deficit target will come back minimum 
at 7.0 per cent of GNP and the revenue 
deficit will remain at 4.3 per cent. These new 
parameters therefore have been assumed in 
Base Case. 

For the future projecdons in the Base tun 
the potential growth elements in the budget 
should be looked at from its: (1) Contribution 
to effective demand, as an aid to bring an 
industrial recovery; (ii) help in releasing in 
the supply constraints mainly in the infra¬ 
structure areas; (iii) release in the .‘capital 
availability' constraint in the private sector, 
vis-a-vis the need for privatisation, and 
disinvestments; (iv) contribution in contain¬ 
ing inflation; and (v) providing incentives in 
the ^wth process; Lastly (vi) the budget's 
assumption of an accelerated inflow of for¬ 
eign direct investment and technology should 
also be examined. The budget for 1994-95 
adopted measures to increase the effective 
demand in the market to help industrial re¬ 
covery by increasing the purchasing power 
with the public via reduction in tax and tanff 
rates. But the effect! veness of these measures 
is debatable Conceptually, this measure 
tantamounts to undcitaking a balanced bud¬ 
get approach with transfer payments as the 
expe^iture flow. The balance budget multi¬ 
plier literature in public finance clearly dem¬ 
onstrates that multiplier effect in such cases 
are unity whereas if this balancing of the 


budget would have bear reached by govern¬ 
ment increased real expenditure financed by 
tax revenue, the multiplier would have been 
minimum two times or more.-Thus, there is 
no clear case that the multiplier impact of this 
tax reduction will add to effective demand. 
Regarding the measures for a possible release 
in the supply constraints, the budget claims 
an increase in the plan’s capital expenditure. 
However, the empirics shovv that in current 
price there is almost no increase in the total 
capital/plan expenditure andin constant price, 
i e, in real terms, there have been a decline. 
Admittedly in two areas, (i) in the social 
expenditure and (ii) in the rural development, 
there have been a significant increase by 15 
per cent in current prices and around 4 per 
cent in real terms. This increase although 
marginal is commendable. But, it should be 
remembered that both these heads of expen¬ 
diture are basically in the state sector; how¬ 
ever the central assi.stance to the state plans in 
the budget is going down. Furthermore, the 
budget, in tune with the present economic 
reform justifiably argues in favour of more 
investment in the private sector at the ex¬ 
pense of the public sector. But one should 
notice that in the budget, an increase in the 
fiscal deficit has been associated with a 
lowering of the cuimit account balance in the 
balance of payment account, as percentage of 
GNP. This immediately would suggest that 
there is a heavy crowding out effect going on 
in the private capital market. Indeed, this has 
also b^ observed in 1992-93 and in 1993-94. 
Further the Reserve Bank’s data clearly 
shows that the lending of the financial insti¬ 
tutions to the private sector remained almost 
stagnant over last two years. This is also 
corroborated in a sense by the quick esd- 
mates of CSO. which shows that there is a 
declining trend in the propensity to save in 
die domestic household sector and specially 
in the financial saving. Thereal interest rates, 
besides, are too high, specially for small and 
medium industries; Its 1 per cent reduction in 
the budget is too maigind. Besides the effec¬ 
tive interest rates for budgetary boirowing is 
likely to increase because of reductibn in 
SLR and priority lending when the public 


sector has to provide market rMe of imeresL 
Hence in the base case interest rate for public 
borrowing on the average increased from 
10.2 per cent of 1994-95 to 12-13 per cent in 
future. Similarly the GNP growth rate has 
been raised only to 5.0 per cent from 4.0 per 
cent estimated for 1993-94. 

Regarding the budget’s contribution to the 
containment of inflation, the verdict is not 
uneipiivocal. As our table shows that the 
budgetary deficit has been reduced fiom 1.14 
for the year 1993-94 to 0.66 for the year 
1994-95. This low percentage of budgetary 
deficit per say cannot be any threat to cre¬ 
ation of access liquidity, exceeding the de- 
mahd for money. However, the experience 
shows that in 1^3-94, the budget estimate 
has been exceeded by mote than double in the 


Table 12: Dear as Pbxcentaob of GNP and 
Debt Service Ratios 


Public 
Debt as 

Ceniral Per cent 

Government of GNP at 
Current 
Maricet 
Price.<i 

Total 
External 
Debt as 
Percent 
of GNP at 
Current 
Prices 

Debt 

Service 

Ratio 

1983-84 

50.6 

176 


I984-8S 

49 3 

17.5 

18.2 

1985-86 

52 7 

19.2 

22.7 

1986-87 

57.2 

21.4 

32.0 

1987-88 

59.2 

21.8 

29.4 

1988-89 

58.6 

21.6 

29.6 

1989-90 

59.8 

23,7 

27.2 

1990-91 

60.0 

23.6 

27,0 

1991-^ 

58.7 

28.8 

25.5 

1992-93 

57.9 

33.7 

31.3 

Estimated 




1993-94 

57 5 

31.3 

29.8 

1994-95 

56.8 

29.8 

33.9 

1995-96 

56.1 

28.5 

35.6 

1996-97 

55.5 

27.5 

37.3 

1997-98 

55.0 

26.4 

30.3 

1998-99 

34.5 

25.6 

26.3 

1999-2000 

54.1 

25.0 

24.9 

2000-01 

53.8 

•24.6 

23.8 

2001-02 

53.5 

24.3 

24.4 

2002-03 

53.2 

24.2 

2S.9 


Notsr. Same u Table 3. 
Sourcss: Same as Table 3. 


Tablb' i I : Oenerr Trinds—Cshtral Govbrnment 



1989/90 

1990/91 

1991/92 

1992/93 

1993/94 

BE 

1993/94 

RE 

1994/95 

BE 

Rs billion 

Gross fiscal deficit 

379.30 

446.50 

363.25 

401.73 

369.59 

585.57 

549.15 

Revenue deficit 

142.11 

185.61 

162.77 

185.74 

176.30 

340.58 

327.47 

Primaiy deficit 

245.97 

283.52 

163.27 

169.81 

87.26 

307.52 

200.42 

Budgetary deficit 

105.92 

113.47 

68.55 

123.12 

43.14 

90.60 

60.00 

As per cent of GDP 
Gross fiscal deficit 

8,35 

8.41 

5.90 

5.69 

4.66 

7 39 

6.00 

Revenue deficit 

3.13 

3.50 

2.64 

2.63 

2.22 

4 30 

3.58 

Primary deficit 

5.42 

5.34 

2.65 

2.41 

1.10 

3.88 

2.19 

Budgetary deficit 

2.33 

2.14 

l.ll 

1.74 

0.54 

1.14 

0.66 


Notes: Some as Table 3. 
Sources: Same as Table 3 
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revlMd estimate. If Ibis trend continues then 
the anti-inflationary aspect ofthebudget may 
also come to question. Although, there is a 
promise by the flnance minister that Reserve 
Bank will put a ceiling on the level of lending 
to the central government, it is only hoped 
that It will be complied with In 1993-94 
with a budgetary deficit of 1 14 per cent, 
there has been a significant built up of the 
mflation rate, e g, the year started with around 
6 percent rate of growth of inflation and the 
year is ending with an esUmated 10 0 per 
cent growth of inflation In this light, any 
default in the budgetary deficit target ot the 
1994-93 budget may prove to be inflation¬ 
ary We should also remember that govern¬ 
ment has taken many measures outside the 
budget which may add to further cost escala- 
uon and rate of inflation However in this 
base projection an inflation of9 per cent for 
future years has been assumed This itself 
may seem to be optimistic 

AssuMimoNS BDUND Twu Scenarios 

Two alternative scenarios for the future 
with 1993-94 as base and year 2003-2004 as 
the terminal year have been attempted The 
Base case is very near to a projection which 
provides minor deviations fiom an extrapo¬ 
lated trend, based on value judgments The 
logic of the assumption ot the base para¬ 
meters has already bemexplamedearlierip this 
paper The optimistic case has been devel¬ 
op^ as a sensitivity case, to assess the impact 
on the rauo public debt to GDP in India tor 
few hypothetical marginal changes m the 
central government’s fiscal deficit and real 
interest rate In the optimistic case the para¬ 
meters are kept very close to government's 
own assessment for the future 

The assumptions of Base and the Optimis- 
Uc tuns are given m Table 1 

Results 

In the Base case, it is noticed that the public 
debt as a percentage of GNP wi 11 come do wn 
from around 57 percent in 1994-93 to around 
S3 per cent of GNP at the terminal year This 
is indeed a very slow decline If the slippages 
m the fiscal deficit accelerates and/or the real 
interest rates increase faster or there is a 
further shortfall m the growth of GDP then 
even this marginal improvement will be 
jeopardised Already NCAER has forecast a 
GDP growth of 4 8 per cent as against 5 per 
cent growth assumed here for 1994-95 in the 
basescenano Intermsoftheburdenof public 
debt on the economy, it is estimated to go up 
above 3 times in volume over the decade at 
current pnce, m real terms (i e, at constant 
price) this will mean a more than 100 per cent 
increaseoverthedecade Fbrther it will mean 
an increase in the percentage of interest 
paymeiK to fiscal deficit from 64 per cent in 
1993-94 to 87 per cent in 2003-2004 This 


suggests that almost whole of the govern¬ 
ment borrowing will be used only to repay 
interest (a genuine debt trap criteria) 

In the optimistic case, the picture is mar¬ 
ginally better The total debt seems to go 
down from 57 per cent of GNP to 50 5 per 
cent in GNP and m terms of ratio gives a rise 
of less than three times at current pnce and 
nearly 70-75 per cent m real terms Still the 
burden ot the public debt per capita will be 
more than two times between 1992-93 and 
year 2003-2004, i e, over a decade 

The difference between the two runs bnng 
out an interesting feature The key differenc¬ 
es in the assumptions used m the two nms are 
a marginally low fiscal deficit and a lower 
interest rate in the optimistic case from the 
Base The lower real interest rates is made to 
associate with the optimistic case since there 
IS a general feeling that the real interest rate 
m India is too high and for this the business 
and industry are finding difficult to pick up 
The result ot our simulation shows that any 1 
per cent reduction in public debt to GNP ratio 
over the projected period along with 1 per 
cent decrease ip the real interest rate will 
result in nearly 1 per cent reduction m the 
public debt per annum in current price There¬ 
fore, one can infer that a prudent interest rate 
and an austere fiscal policy will be very much 
needed to bring down the volume of public 
debt and its ratio to GNP significantly Any 
more slippage in the fiscal deficit will be 
highly nsky 

hXTERNAL Dear 

As already mentioned, there is a good deal 
of debate about the extent of the burden of 
external debt which India can sustain and 
whether the present policy changes and de¬ 
velopmental scenario are conducive to reach¬ 
ing a sustainable external debt position It has 


been already mentioned that tii^ moat coiti- 
mon indicator of a debt burden |n theeittem^ 
sectoristhe raboofdebtservicmgtoexptiRt- 
To address this debt, a aimilar external sector 
model has been used (Annexure) The modd 
simulation will provide alternative projec¬ 
tions of the above debt service ratios over the 
next five years under given assumptiona. 
Admittedly any economic forecast for the 
external sector, given the present uncertain 
international scenario is much more difficult 
than one for the domestic sector, as the whole 
world IS undergoing very rapid economic 
and political changes Keeping this in mind 
again two scenarios have been chosen: a 
'basecase”and“opiimisUccase" Boththese 
cases are alike m their basic assumpuons 
underlying the two cotresponding cases sim¬ 
ulated for the domestic public debt analysis. 
Besides, seven additional assumptions on 
policy vanables pertaining to the external 
sector have been added (Table 2) 

As given m Table 2, an assumption hat 
been made regarding the expected changes in 
our import elasticity and likely inflow of 
foreign direct investment 
The optimistic case incoiporates veiy close¬ 
ly Indian government’s reform targets'like 
export growth, trade balance as percentage of 
GNP, projected import elasucity, etc, given 
m the Eighth Plan document It ^so assumes 
implicitly a gross capital inflow as percent¬ 
age of GNP almost at the same level as it was 
between 1984-85 and 1990-91 Besides, it 
assumes a fulfilment ot government’s target 
of a direct foreign investment inflow nsmg 
from Its tow level of S 800 million per annum 
in 1994-95 to around $ 2 00 billion at the end 
of 1997-98 at the present exchange rate. It 
also makes provision for a repayment sched¬ 
ule to be satisfied for past foreign borrowing 
as given by the World Bank’s latest balance 
of payments projections It forecasts perfect 


ANNfcxoiu Tlchnkai Nuts 

Reduced form of the model 

pn»Y| = PD, ,*Y;, + PI), ,»Y ((IR It) AY(R)» Y;, (R)J 

+ (FD, I, 81),) « Y ' (I) 

ED * E ; = El),, • E;,+ LD, , * E ' {(IRE * DV, Jt,) AE(R) • F ; |(R)} 

-sfCB, IE EDI, RP+AFER)E’ (2) 


DSR=(IE,+ RP,)*E', (3) 


Notations 




PD 

s Public debt 

E 

■= Exports (goods+nfs) current pnce 

Y 

z GNP at current pnce 

E(R) 

- Exports real 

IR 

s Nominal interest rate 

IRE 

- Nominal interest rates on external 

It 

s Inflation rate 


debt 

no 

z Fiscal deficit 

DV 

c Devaluation index rate 

1 

= Inieresi payments 

CB 

- Current A/c balance 

BD 

s Budget deficit 

IE 

= Interest payments 

DSR 

= Debt service ratio 

FDI 

= Foreign direct investment 

Y(R) 

S Real CNF 

RP 

Repayment of internal debt 

ED 

X External Debt 

FER 

- Foreign exchange reserve 
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Rwceu on the inflation front maintaining 
Inflation at 8 per cent over the projected 
peiiod and a necessary rupee devaluation to 
maintain the present real exchange rate. It 
increases the borrowing terms on external 
debt from 5.3 per cent as in 1992-93 to 
Kound 8 to 9 per cent over the simulated 
period; this is mainly, because of the possible 
hanging composition of the sources of 
faiMice In the domestic sector this simulation 
issumes, a central government’s fiscal ctefi- 
lit declining from 7.4 per cent in 1993-94 to 
iJQ in the terminal year. All lhe.se assump- 
ions are very close to the official targets. If 
lU these assumptions are fulfilled then this 
dmuladon exercise shows (Table 6) in un- 
iquivocal terms that the external debt crisis 
vill be over by 1998-99 after crossing the 
Himp of 1994-95 when the debt servicing 
ntio will reach as high as 31 2 per cent. 

This picture is very gratifying. But there 
He reservations among many economists, 
pven the present pace of economic reforms 
md their performance observed over the last 
hieeyears, on the likely realisation of many 
thm assumptions and their compatibility, 
fhe following ones in this context come 
inder heavy scrutiny; (i) The compatibility 
r consistency between the assumption of a 
ow import elasticity (to GNP at current 
nice) of 1.3 and an export growth of 15 per 
ent per armum. The first basic question that 
xmies in one's itund IS whether the high 14-15 
ler cent volume export growth is sustain- 
ible in India over a decade Because, al- 
hough in 1993-94 the export growth is ex¬ 
cel^ to be around 18 to 20 per cent in dollar 
em, calculated from its trend value it would 
ome to hardly 5 to 7 per cent. Besides from 
lie supply side, the basic question that is 
■ised is whether such a high volume growth 
f export is possible without being backed by 
hi^ import growth along with increased 
aflow of foreign technology. Even the his- 
Mical level of import elasticity in India when 
lie economy was closed and highly protec- 
tve was higher than 1.4. The experience of 
tost of the successful developing economies 
nder the export led, open economy de velop- 
fient strategy supports the view that a high 
xport growth regime almost always go with 
high import elasticity. Furthermore, the 
ssumption of a net foreign direct investment 
iflow of Rs 60 billion reaching by the year 
987-88 IS reckoned to be very much opti- 
uHic. This IS because it means, in terms of 
ollar. It IS around 1.5-2 billion dollars. At 
M moment, the estimate that has been given 
s terms of foreign direct investment inflow 
I around 8(X)million dollars expected by the 
nd of 1993-94. In terms of approval, it 
omes to nearly two billion dollars. In die 
lost reform period, indeed the approvals on 
brrign direct investment has re^stered an 
tverage nearly eight times more thanaverage 
igure observed over 1985-86 and 1991-92. 

I is indeed grtfifying but at the same time 


reaching a target as high as a foreign direct 
investment of nearly two billion dollars by 
the end of the Eighth Plan or an approv^ 
nearly 8-10 billion dollars seems to be very 
much high side. 

Keeping all these into consideration a 
second alternative has been woHced out as a 
base. There the export growth (goods and 
non-factor services) has been assumed to 
decrease to 8 per cent per annum in the light 
of the growing regionalism and the 
recessionary conditions in the developed 
world 

The optimistic projection also assumes a 
targeted reduction in the fiscal deficit to 6.0 
per cent in the central budget, This target 
does not arouse much confidence against the 
present budgetary experience. If, for exam¬ 
ple, the fiscal deficit in real life turns out to 
be higher than targeted, evidently then it will 
have an aggravating impact on the current 
account balance of the economy. Thus given 
afiscal deficit around7.0ofGNP in 1997-98, 
a current account deficit of 2.6 per cent of 
GNP, seems to be more consistent (against 
1.7 per cent assumed in the optimistic run). 
The inflation rate based on all recent indica¬ 
tions has been estimated to rise to 9 per cent 
per annum The foreign direct, inflow (dis¬ 
bursement) has been reduced marginally 
keeping it around I to 1.3 billion dollars by 
the end of 1997-98. The last one seems still to 
be veiy much optimistic espedally in the light 
of recent world bank projections where it has 
been given a net figure of hardly 151 million 
dollars in 1992-93 together with a portfolio 
equity flows of 240 million dollars. On these 
basis, the base run will give an implicit 
import elasticity of 1.3 over the next five 
years and l.24thereaiiter.Thisimport elastic¬ 
ity still seems to be on the low side compared 
to the experience of other successful deve- 
I loping countries which have opened up and 
adopted on export growth led. The result of 
this scenario shows that the debt service ratio 
again will reach a peak in 1996-97 (36 9 per 
cent) but subsequently will come down next 
year and afterwards. However after an inter¬ 
val of few years it shows again a slight 
upward tendency; beyond year 20(X). Thus it 
gives a verdict that Indian economy, given 
present trends and expectations may just 
come out of the impending debt ensis but will 
need a longer time period for achieving this. 
Thus this simulation results do not give any 
scope for complacency; since although, tlw 
situation is not as bad as in the case of 
domestic public debt, but to reduce the ad¬ 
justment period and to bring down the debt 
service ratio at an acceptable level, the re¬ 
form process has to move faster. The export 
growth by no means should be allowed to 
come down much below the.govemmait 
target of 13 to IS per cem, the inflow of 
foreign direa investment has 10 be accelerat¬ 
ed and the inflatioi( should be checked at all 
cost. 


CorrcLUDiNO ReMaaKS 

The above simulation exercise cleariy 
shows that the concern of highpublic debt 
burden in India is very genuine. Tlie preieid 
economic reform has both its aggravating 
and ameliorating influences on the public 
debt. But given itt present pace and slow 
success, it does not provide a promising 
picture. According to present assessment 
public debt as percentage of GNP in India 
is not likely to show any si^ificant declin¬ 
ing trend when almost the whole of govern¬ 
ment’s fiscal deficit (i e, borrowing) will be 
eaten up by interest payments pn the public 
debt. To avoid such an outcome a serious 
effort need be made by launching a fast 
disinvestment programme of public assets, 
for achieving a significant reduction in the 
existing public debt. Also in immediate 
future the government’s high interest rate 
policies and the slow pace of deregulation 
of interest rates will have to be reviewed 
and their adverse effect on public debt has 
to be minimised. Last and not the least it 
should be recognised that the present fiscal 
discipline should continue and accelerate 
in pace maintaining and reviving its growth 
friendly nature and reducing as much as 
possible the unproductive revenue expen¬ 
diture. Of course the present fiscal reform 
must now percolate and get reflected also 
in the state budgets. 

In the external sector the prognosis is com- 
parati vely better. Even admitting many of the 
observed defaults and shortfalls in the reform 
measures and their impacts, the prospects of 
coming out of the so-called debt and balance 
of payment crisis which surfaced in 1990-91, 
are bright, although it may turn out to be 
rather slow, a long correcting process. But to 
sustain the present climate of economic re¬ 
form and its actual acceptability, all efforts 
should be made to sp^ up the reform* 
process and its implementation to achieve 
the desired results. This will need primarily 
byt (i) achieving high import and export 
growths; (ii) increased foreign capital in¬ 
flow mainly in the form of ^rect foreign 
investment which has no debt obligation; 

(iii) maintaining the real exchange rates; 

(iv) pursuing prudent interest policies; and 

(v) a careful mixing of the sources of bor¬ 
rowings. Last of all, an articulate foreign 
exchange reserve policy needs to be main¬ 
tained keeping in view the characteristic 
features of inflows and outflows of portfo¬ 
lio investments from the experience of oth¬ 
er countries. The final lesson is that exclu¬ 
sive concentration on only exchange rate or 
balance of payment policies will not strive 
India’s debt crisis if these policies ate not 
supplemented by appropriate ‘supply side’ 
economies. 

tAcknowledgemem is due to Bhaskar Naidu 
who helped computerising the model of thif 
pqxr.) 
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Ifeaching Women’is Studies to Male Efigineers' 

A Personal Account 

Rdmu Ghadially 

This article examines a decade of teachmg a Women's Studies course to a virtually exclusive male audience at an ekte 
engineering mstUution in Bombay The emphasis here is on student reaction and contribution and how the course content 
evolvedasa result of this. The article also highlights the responses of the women students in class, the highs and lows of such 
a course for teacher and students arut whether teaching Women's Studies ts a fruitful exercise in terms of its impact on die 
students 


and the women of India will not attain their 
full ngbta by the mere generosity of the men 
ofindia Theywillhavetofightforthemand 
force their will on the menfolk before they 
can succeed (Jawaharlal Nehru, speech at 
Allahabad, March 31, 1928) (quoted from 
Jayawardena, 1986, p 73) 

N theeariy 80s the Nadonal Conference on 
Alomen'a Studies (NCWS) in their review of 
auricula in dtfremit disciplines highlighted 
he vutual absence of women in the Social 
idcncea The small beginning that had been 
nade included the SNDT Women’s Uni ver- 
iity’sattempttointroduceapaperon ‘Socto- 
ogy of Women’ as part of its undergraduate 
Mogramme. It had dso introduced a course 
n ’Women and Development’ at the MPhil 
Bvel Bombay Umversity was also planning 
0 introduce a «milar course in Sociology 
Sophia College, Bombay in its “open class* 
oom’’ programme discussed women’s 
ssues 'nieNCWSnotedthattheomissionof 
women’s concerns from course content m 
cadeinic institutions was depressing and 
Bcommended the incorporation of these with 
tie general courses (Report of a meeting of 
xperts, 1983) Besides these, two other 
c^nmngs not menboned by the report had 
«en made One in the department of social 
ratk at the Tidalnsutute of Social Saences 
rhich offered an mteidisciplinary course 
itled The Situabon of Women An Over- 
lew’ for the first bme in the academic year 
983*84' and the other a course with a femi* 
ist perspecbve titled ‘The Psychology ot 
lex Differences' (about which more 
allows) offered for the first time in the Dept 
f Humambes and Social Sciences (H and 
IS) at the Indian Insbtute of Technology 
[rbiBombaymtheacademicyear 1982-83 
By the late 80s things had begun to move 
nd over 100 universities and five centres 
xpressed special interest in thisaubject and 
me seeking University Grants Commis* 
ton, Indian Council of Social Sciences 
lesearch and the Ford Foundabon speaal 
■nda allocated for the subject (Patel 1987) 
Kithm the next few years seven umversities 
I the country inboducod Women’s Sbidies 
I dm eumeute for under;paduates with the 
lid purpose of changing society’s atphide 
nraids woBoen’s role «id nghts. Phuu were 
laounderwqrforaniiiteoiivetrauiingofilie 


university college teachers and drafting ot 
a textbook for undergraduates \Jthe Tunes 
oflndial990] The strategy for the rest of the 
^venth Plan penod included the develop¬ 
ment of at least 10 more resource centres 
over the country According to Patel (1992) 
Women’s Studies is going to be introduced 
in more than 100 universibes of India in 
the next five years 

By way of comparison, by the mid-1980s 
there were more than 400 programmes of 
Women’s Studies and more than 4,000 
courses offered on Amencan campuses In 
Ausbalia, five univosities offered majors in 
Women’s Studies in 1986 but every univer 
sity offered at least some courses in this 
(hsciplme [Bulbeck 1991] Histoncally, the 
Bnbsh women's movement has been deeply 
hosble to and suspicious of institubonalised 
study Women’s Studies has flourished in 
part-bme and non-vocabonal courses, in adult 
literacy and access programmes As a result. 
It has remained on the edges of educational 
power Those Women’s Studies courses that 
are m higher education are often options 
within otherwise traditional departments 
[Humml98S) InCanada.Woinen’sStudies 
was almost non-existent in 1970 but during 
the decade any college depaitment that held 
evena tenuousclaimtorelevance had at least 
one Women’s Studies offenng in its calen¬ 
dar Manyofthcearlycourseswerepnmanly 
directed towards female students and func- 
boned essentially as consciousness-raising 
groups but over time the focus began to ^ter 
and ^ concern with process was taken over 
by an increasing preoccupation with out 
come or issues of policy (Lightman 1978] 

The OjimsF and the Context 

As these courses and centres increase in 
number in India, they will inevibiUy add a 
newdimensiontothewomen’smovementby 
bringing new learning and senseofdiscovery 
to the coll^ and university campuses In 
this paper 1 share some of the teething 
pro-Uems, my own reflection and reaction, 
reacbon and feedback from students, and what 
one should expect from teaching courses 
with a feminist perspecbve to male students 
especially of physic^ sciences and engineer- 
mgdisciptHies Intbeacademicyear 1982-83 
I offered an elecbve course utled The 


Psychology of Sex DifTerences’ intheHunuK 
nibes and the social sciences depaitment M 
the Indian Institute of Technology, Bombay 
in the second semester (two semesters pee 
academic year) of the fifth and final year 
undergraduate science and engineenng 
students as part of a required H and S$ 
elective The course competed with several 
other courses trcmi the (hsetpUnes of htanture, 
philo-sophy, sociology, psychology and 
economics By the mid-80s,consider^e 
academic restructunng took place in die 
insbtute as a result of whidi the five-year 
programme became four years and the H and 
SSelecbve became an institute elecbve which 
means this parbcular course was offered in 
the second semester of the fourth year as an 
insbtute elective and it now competed with 
eleebves offered by the H and SS as well as 
the science and engineenng departments An 
undergraduate course at the insbtute runs 
approximately for 14 weeks and meets three 
hours a week, SS-minutes per penod In the 
last two weeks ofinstiuction a formal course 
evaluation is conducted by the insbtuta, 
followed by a short study break and exams. 

When I stalled teaching this course 1 had 
no formal bainiiig in Women’s Studies 
courses The course matenalisedpaidy due 
to my own interest and partly becwise^lhe 
flexibility allowed by institutions like the 
lITs that give an insuuctor near total autonomy 
over the introducbon, design, runnuig of the 
course and final assessment of the students. 
Autonomy however need not be confused 
with support Despite the ethos that the 
Humanities and Social Sciences departments 
were started to give stiencx and engineenng 
students some input of liberal arts courses 
these insbtutions particularly approve and 
reward the so called service-onented’ or 
’relevant' courses such as management, 
organisational psychology, language and 
wnting skills, etc / 

The course under varying titles (‘Psychgk 
ogy of Sex Roles’ ‘Psychology of Gender 
Roles’ and soon to become ‘Gender Roles 
and Stereotypes’) with varying coursecontent, 
teaching methods and stbdents assessment 
techniques, has now been running for « 
decade The vanations reflect expenment*- 
tion and gradual evoluuon of the course, 
availability of resources and literature, the 
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personal and academic growth ot the instruc- 
lorand sensitivity to student feedback While 
the predominant emphasis wason 3S minutes 
lecture followed by 20minutesof discussion, 
classroom learning also included at least one 
or two of the following group/individual 
exeicises, group/individual class presenta¬ 
tion, outside spiers, films, distnbution of 
reading material and group/individual 
assignments Throughout the teaching of 
these courses a feminist perspective was 
maintained and such a perspective necessar¬ 
ily acknowledged oppression on the grounds 
of caste, class, creed as well as gender The 
number of students enrolling for the course 
per semester varied anywhere from six to 3^ 
In the past six years women constituted 20 
per cent (the overall male to lemalc ratio 
at the insUiutc is approximately 10 to I) of 
the class 

My motivation for teaching the course also 
underwent some change In the beginning I 
taught the course due to personal interest and 
inclination that it would fort e me to develop 
knowledge and expertise in the area Keep 
mg with the original ethos of the department 
1 wished to sensitise students h contem¬ 
porary social issues and the course looted 
such a bill Besides a tew years ot teaching 
and living on the campus had made me aware 
that scientists and engineers are a socially 
conservative lot and it would be interesting to 
see how such a course is received by the 
students Along the way, I had nobler motiva¬ 
tion such as getting male students to be 
sensitive and supportive ot younger women 
who were aspiring to bring about changes in 
their lives, trying to carve out a new identity 
forthemselves llieclassroom feedback was 
to erase some of these nobler ideas from my 
head Two sets of goals would probably 
characterise my current motivation and that 
IS the traditional academic one of giving 
students substantial amount of information 
and the less traditional one of personal change 
and a new political understanding While 
there may be some tendency tor receptive 
students to choose gender studies ctiurse and 
‘non-receptive’ students to avoid it, this 
seems unlikely as classroom experience has 
shpwn that students arc hardly receptive 
Besides their reasons for taking the course do 
not reflect any such receptivity Their motiva 
tions include interest in psychology prefer 
objective exam paper had taken introduc 
tion to psychology with you On the other 
hand they may be ‘more receptive than 
others because neither my dec laration on the 
first day of class nor their knowledge passed 
through the student grapevine that the course 
has a feminist bias has dnven them away 
The first time I taught the course ( Psy 
chology ot Sex Differences) 14 students— 
ait matte—registered from a total ot approxi¬ 
mately 280 students The topics covered 
included sex diltcrences/similaiities on 
personality variables such as self esteem 
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achievement need, performance expectancy, 
attribution and evaluation and cognitive 
vanables such as intelligence and creativity 
The classic text by Macoby and Jacklin called 
‘The Psychology of Sex Differences’ was 
followed The mam purpose of the course 
was to highlight that with the exception of a 
few areas there is little experimental 
evidence to show that the two sexes differ on 
personality and cognitive vanables and much 
ot the observed difference is the result of 
social and cultural conditioning rather than 
biological factors When the formal course 
evaluation came in, the overwhelming 
response was that the course was interesting 
However, I was not quite happy on three 
major counts Firstly, I want^ to include 
some component of exclusive women’s 
issuesand concerns Secondly, in order to be 
more comprehensive It was important to teach 
gender roles from an interdisciplinary 
perspective Thirdly, I wished to minimise 
my reliance on western literature Ideally, I 
wanted to teach a full-fledged women's course 
such as ‘Psychology of Women’ or ‘Women 
and Society’ But offenng such a course 
filled me with anxiety I was afraid that too 
many students might take it thinking that it 
would once and for all answer the question 
that Freud asked and could not answer vi7 
What d(x:s a woman want'^' On the other 
I feared not many students would register 
dnven away (hat a course with an emphasis on 
women was not relevant for them 

The second time around I made some 
changes The course content had some 
emphasis on women’s issues, was more 
interdisaphnaiy and included some informa 
lion on India It now included topics such as 
portrayal of women in the media especially 
advertisements and commercial Hindi films 
and school textbooks, the use ot sexist 
language and violence against women espe¬ 
cially rape and wife-beating Thirty male and 
five female students registered llie change 
in course content generated greater participa 
tion from the students I found the classroom 
discussion charged and interesting and 
decided to maintain a diary of what transpired 
in class At the end of each class session I 
would write down verbatim what had 
happened This diary was maintained for 
three years, there-after for the next three 
years I jotted down some general impres¬ 
sions ol class happenings This paper is based 
on a variety of data Besides the diary matenal 
and record ot general impressions there was 
course evaluation matenal student questions 
and remarks outside the class, ex students 
visiting the campus and providing feedback 

RrsisrANCi. ani> Power 

Die predominant atmosphere ot the class 
was charactcnscd not surpnsing ot course 
b> icsislance There are a vaneiy of ways by 
which students resist and undermine 
women s issues and concerns fhete is a 


reluctance to embrace information by 
tnvialising it, ignonng and denying it, and 
explaining it away The Indian Constitution 
guarantees equality, they state, so whatever 
inequality or discrimination that exists must 
be either their own doing or their lack of 
ability In other words if women find them¬ 
selves in a secondary position in society they 
arc themselves to blame Another way of 
resisting change was to state that before 
bringing about any change we must look 
into the matter very carefully.mustgivemore 
thought to It Added to this was the dimen¬ 
sion that before thinking of change due 
res-pect must be shown for customs and 
traditions as they have served an important 
function in society 

Suggestion for any kind of change, say 
(or example, changing sexist language, 
frequently brought a retort that this would 
result in loosing support for the womoi's 
movement or that it is trivial aixl the women 
should pay attention to bigger and more 
powerful forces such as changing child-rear¬ 
ing pr»:tices In their more optimistic mood 
the students would agree that social change is 
definitely needed but “Is the time npe for 
change''” or “Are we ready for diis kind of 
change'” Still anotherway to undermine the 
women’s movement was to label it as a 
western impoit with its stigma of sexual 
liberation and family breakdown Indian 
women—the vast majonty of them—are quite 
happy playing second fl^le to the men and 
limiting themselves to the domestic sphere 
The efforts and energy of the women acu vists 
are tnvialised and students take the position 
that no matter what one does nothing really 
ever changes If their efforts are acknowl¬ 
edged their action is perceived as not having 
produced the needed results Rape figures m 
the west and dowry deaths in India they state, 
have not fallen, despite all the efforts of 
women activists and the government They 
would quietly ignore any suggestion that 
these could also be the result of more women 
coming out and breaking the silence 
surroundingthesetaboosubjects Mostoften 
resistance is displayed by immediately 
positing a point of view opposite to the one 
stated by the instructor and polarising 
opinions on an issue thereby pre-emphng 
any meaningful discussion For example 
figures on wife-battenng are counteracted by 
the comment that women also nag their 
husbands The actual complexity of the 
situation IS simply not grappled with Still 
another way ot resisting change was not to 
acknowledge gender power inequities 
altogether and instead pose the gender ques¬ 
tion or rather the gender relation problem as 
one of lack ot love and understaiiding and a 
good dose ot both would sort out all gender 
issues Another powerful technique was to 
withhold male support for any change that 
brings benefits to a category of people 
different from them These young male en- 
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gineers wiU neither be supportive nor 
provide constructive suggestions as to how 
best to txing about change, equality and 
justice in society. An infrequent tactic was to 
deflect attention. Women's issues are impor¬ 
tant but what is more 'inportant are some 
other national concerns such as corruption, 
poverty and population. 

Ihe fuTKiainental challenge for the students 
is the thought of having to share power and 
the vast majority of students are privileged in 
terms of not just gender but also class, caste 
and creed. The course in a marginal way 
acMiesses to other kinds of power inequities 
in society besides one based on gender. And 
for the teacher the best place to set an 
example is to begin with power relations in 
the classroom. No matter how much we may 
deny it, the basic structure of classroom is 
unequal. The question of reducing the 
imbalance here should be our immediate 
concern. And unless we as teachers do it the 
question of power imbalances being addressed 
in the wider community will remain a dream. 
An attempt to maintain a personal relation¬ 
ship with the students characterised by shar¬ 
ing of power created some alienation. They 
would say an egalitarian society is impossi¬ 
ble. Power groups will emerge no matter 
what. Western nations dominate third world 
countries, do not they? A hierarchical society 
is more efficient and Indians by and large 
understand and are happy in hierarchical 
relationships. Unless, we are coerced, we 
might do nothing. As a concession they grant 
that perhaps gender equality may be possible 
but class, creed and caste equality is not. A 
talk about misuse and abuse of power would 
result in the granting of .some cosmetic con¬ 
cessions. Perhaps the most threatening as¬ 
pect for me to face was the students' feelings 
thatifanindividualand/orgrouphas power— 
whether economic, political or physical—he 
isjusiiriedinusingit.Onehas to help students 
open theireyes to society, its institutions and 
their power and gain new perspective and 
encourage how they can effectively and res¬ 
ponsibly change their own lives and society. 
One has to redefine power as not so much 
control over others but as existence of choic¬ 
es as having control over these choices in 
one’s life and over one’s own destiny. A 
feminist definition of power is a must for 
women's studies classes. 

Is IT Really toat Bad? 

While diis may be the response of the 
majority of the male students, there are some 
students whocomributeinconstnictive ways. 
So much heat is generated partly because 
participation and discussion is encouraged as 
dds is more effective in generating attitude 
change. Many times it wasobvious to me that 
they argued for the sake of argument and not 
for the purpose of defending an ideology. 
They did not wish that I g^ away easily with 
what I said. In the competitive atmosphere 


of the institution there is an unfortunate 
tendency among,students to turn learning 
situations into win-lose situations. This 
prevents meaningful discussion and the much 
needed atmudinal change Despite their 
volley of arguments there is a geunine desire 
on the pan of students to understand them¬ 
selves (letter and get some insight into how 
women feel and think though interest in 
feminism per se is secondary. Besides, the 
responses of the students can te partly under¬ 
stood in terms of the ethos and values of the 
student sub-culture. In the words of the 
students themselves this ethos is “sex and 
success”. In the last three years a new electi ve 
was intioduced titled “Stocks and Shares” 
and one-third of the fourth year batch of 
studv-nts have been attracted to this single 
course. The students say, it teaches you to 
make money and that matters. Pande (1993) 
in a recent survey found that the engineers 
prefer to be bureaucrats and on the whole find 
power and prestige too charming to resist. 
The students at the institute perceive the pic 
as finite and there is a race on to get the 
biggest piece for themselves and in order to 
win there is nothing wrong in pleasing what¬ 
ever the powers be. Self-res-pcct and integ¬ 
rity are small casualties in the pursuit of 
success. While the ethos of competition and 
material success may be exaggerated on IIT 
campuses, a number of news-paper articles 
make it clear that a similar ethos exists in 
other academic sub-cultures and 1 quote: 
“Today’s collegians do not find it necessary 
or convenient lo go through their activist or 
socialist phase They are too busy worrying 
about 'making it' and 'going places’. The 
prefeired place of course being the board- 
room”. 'Today's young admire the wealthy 
and the .successful business person rather 
than the rebel who fights the system. In fact, 
most are inclined towards jumping into the 
system instead of revolting against it”.^ 
Aggressive, hardworking, and bursting with 
self-confidence, India’s new young go 
getters are elbowing their way up corporate 
and professional hierarchies”.' The Voca¬ 
tional system with Itsemphasison roieleaming. 
its status quo philosophy, has not encourag¬ 
ing self-exploration and self-examination and 
cultural critique. The atmosphere is one of 
competitiveness, being objective rational, 
formula based as opposed to what the course 
emphasises solidarity, communication, 
feelings, experience. 

Protestations and insensitivity notwith¬ 
standing, the bottom line is that these 
students are intelligent and the learning and 
debating process in class resulted in students 
suggesting the possibility of more success 
if the gender problem is handled from a 
different perspective. Although, it is a male 
pers-pective it is worth giving a thought 
This perspective can be approached in terms 
of a number of specific contributions that the 
students made to my own academic growth 


and rethinking on matters dealt with in class. 
Firstly, there is the neartotal emphasisdiillia 
negative consequences to the victhn flw are 
highlightedinciass.Ifchangei$tobebrDU^ 
about one will have to show how acceu to 
power corrupts, brutalises and dehumanises 
the powerful, besides just debasing the 
victim. It the impact only on the victim is 
highlighted then everyone will want power. 
This contribution still needs to be incorVnted 
in the course. Secondly, the emphasis of the 
course is on distorted gender relations on 
what has gone wrong and the course does not 
emphasise what consututes healthy men- 
women relationships, love andintimacy. This 
suggestion has been incorporated in a mar¬ 
ginal way. Lastly, in order to strike a balance 
it IS important to do justice to the men's role 
and expenence partly (remember it is a gen¬ 
der role and not women's role course). For 
.some years, I had avoided the topic partly 
because there was no literature available to 
me and because 1 was (and still am) con¬ 
vinced that women's problems need and de¬ 
serve our time, energy and resources. But try 
convincing this to a male audience and yOd 
will know what you are up against. As a 
sample comment one student noted on the 
course evaluation form “Be more sympathe¬ 
tic to the men’s point of view and try to be less 
radically feminist. Try to present a mote 
unbiasV view of gender equality.” Anmher 
comment read “Somewhere along the way we 
deviated from sex roles to women's libera¬ 
tion studies. This was avoidable.” Given a 
largely male audience I could understand thm 
men's concerns were important to them and 
I defended myself by stating that the men had 
not .stalled articulating their problems in the 
same way as women had. As this turned out 
to be (heir major concern I did make extra 
cifort to search for material and was eveidu- 
ally able to get enough information to give a 
few lectures on masculinity, male role and 
the American men’s movement.' Some of the 
literature was coming from psychology 
definition of masculinity and the nature male 
experience) and a more issue-based informa¬ 
tion was coming out from the men's move¬ 
ment. incorporating this material in the course 
resulted I n the prompt comment by one of the 
male graduate students in the department and 
I quote “I hear that of late you have been 
paying special attention to men’s problems 
tooinyourclass. I would like to say that I feel 
that this IS quite a good thing. Unless we can 
unearth ho w both men and women are (rapped 
in their roles, wc cannot hope for a better 
understanding between (he sexes.” '• 

Highs and Lows 

There arc positive and negauve aspects, 
both for the students and teacher of such a 
course. On the student side, the positive 
aspect IS the great deal of paiticipation and 
discussion allowed which by virtue of the 
course content is not possible in other cottfi- 
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W. T".- ooune content facilitates introspec- 
lionandtelf-expiarBtion, opportunities hanfly 
provided by engineering curriculum. This 
provides them with an alternative experience 
based on emotions, subjectivity, communi¬ 
cation 10 existing objectivity, rationality and 
one answer-based pattern so pervasive in 
institutions of higher learnihg. The positive 
side is best exemplified in their own words 
which appear in the fmmal courro evalua¬ 
tion.‘nomthisclassIhaveleamtlhBt wbmen 
are not just sex objects but persons too.” 
”1110 guest lectures were interesting and per¬ 
haps more could be organised.” 

On thenegative side, the student find course 
mtterial quite threatening. They experience 
anger, discomfort, guilt and anxiety in the 
firoeof gender issues. Despite allegations that 
feminist courses are soft options, their reac¬ 
tion only reveals how vital and close these 
issues are to their hearts and lives. Though 
this was not the intention of the instructor, the 
malestudentssometiinesfelt.especially when 
issues of violence were discussed that diey 
are being held responsible lor the injustices 
and atrocities committed against women. 
They complain about feminist bias and some 
repetitiveness in the course. 

Hie positive aspect for the teacher was the 
opportunity to raise consciousness—theirs 
ami mine, open students' eyes to existing 
inequities, the course's pmential to reveal to 
these men some of the apparent contradic¬ 
tions with which they live, the challenge 
posed by student questions, learning to take 
control not of them but of myself. Another 
high is saasfactory class attendance and en¬ 
thusiasm. On the formal evaluaUon form 80 
per cent of the students rated the teacher as 
either “good” or “excellent” on “instructor 
command over the subject” "presentation" 
and “overall organisation”. This was indeed 
empowering. The students questions on 
Indian men and women led to a search for 
material which I tinally edited in book form 
published in 1988. In this class I share more 
tixMit myself as a person and students relate 
to me as a person, not just as a professor. This 
is also a positive for the students. On the 
native side dealing with students’ emo¬ 
tions and knowing that it interferes with the 
learning process, the hostility from class 
members, not having enough women in the 
class, the fact that students cannot look beyond 
themselves and their own needs, scrounging 
for limited literature, emotionally draining as 
the classroom is turned into a mini battle- 
fldd, that verbal facility is more cnicial than 
supporting evidence to winone’s point. There 
is an enormous amount of time and effort 
required to develop and experiment with the 
course content. There is a n^ to re-priontise 
the course contents. Science and sexism, 
feminists critique of technology are issues 
that need to be addressed. The need to trans- 
fonn the wider institutional context via issues 
such as sexual harassment, pornography have 


yet to be addressed. The negative mpdet of 
the course on the teacher can also be gauged 
by the remarks of the invited speakers to me 
and I quote “Uphill task ah^ of you”. 
“Highly conditioned lot”, “argumentative”, 
“deep into myths”, “insensitive”. Being a 
single woman compounds the itifTiculty of 
teaching such a course. Complaints against 
men and my perception of gender problems 
are chalked up to my own frastrations and 
unfulfilled needs. 

The girls as expected are more supportive 
but unfortunately considerably less vocal. 
All attempts to encourage them to speak up in' 
class produced meagre results. There are 
many reasons for this. The course content 
does not challenge and threaten them in the 
same way that itdoesthe male students. They 
are diffident because the class is male-domi¬ 
nated. To quote one woman student “A boy 
will answer a question somehow, even if he 
makes a fool of himself. A girt will wiswer 
only if she IS sure so she often ends up saying 
“I don’t know” This is due to a feat that I will 
make some shocking gaffe and the whole 
class will laugh since in any case I am not sure 
of classes friendship, this is something I 
don't want to risk.” Tlie class merely mimics 
what happens in the wider culture namely 
that they have been silenced and will need 
considerable prodding before they will be 
willing to speak up especially aspects of their 
lives close to their heart. There is an unstated 
dread that the men will not be able to receive 
and understand some of their personal feel¬ 
ings and experioices. Some state that they 
simply do not wish to get into an argument 
with the boys. To quote the same woman 
student "Another thing one really cannot 
afford to do is to get into a fight with a boy... 
The grapevine, among the guys is of really 
formidable proportions, and before you know 
it half the institute will know diat so and so 
can’t stand such and such a girl.” A few 
women have stated that already repre¬ 
senting their point of view and I tell them this 
is every woman’s battle and not mine alone. 
Some of them are.too conditioned to want to 
rethink though some of the issues discussed 
in class and others function under the myth 
that they will not be objects of many of the 
things stated in class especially rape and wife 
abuse. To quote a woman student, “I have 
rarely come face to f«:e (on the campus) with 
the really unpleasant vulgarity which I know 
exists.” These young women to use Gloria 
Steinem’s words “have not yet experienced 
that marriage is not an equal pailtiership.that 
equality of oppoitunity does not exist in the 
paid woikforce, that havii^ children is no 
easy matter” (Bulbeck 1991 p 34]. All these 
justifications do not bypass the fact that there 
is a need for young educated women to speak 
up and be heard and it would be particulariy 
interesting to know how women’s studies 
courses are received in all womanor majority 
of women classes. Academic institutions 


differ in the ntiure of student enrolfflent, the 
kind of atmosphere they provide fn-change 
andit will be wire to study aod share what otto 
instructors come up with or come up against. 

Is Women’s Studies Wasted on Soencb 

AND EnOINEEMNO STUDENTS? 

There is some evidence to indicate that 
gender studies courses do have ui impact «i 
the students. Gerald and Jacklin (1988) found 
that atoanintroductoiygenderstudies course 
students regardless of their gender, religion, 
ethnic class and religirm categories, sexism 
towards women scores were significantly 
lower compared to controls and Significantly 
lower than their own levels at the beginning 
of the semester. Brush et al (1978) on the 
other hand found that as in most courses 
some students are profoundly affected but 
they constituted a tiny minority. They go on 
to say that the programiiK may create latent 
changes, not immediately evidrot, but which 
manifest themsieves at some time later. 

My own experience suggests that there is 
both an immediate and delayed impact on the 
students and this is best manifested in the 
formal course evaluation. Here is a sample of 
what they have to say; “It has made me re¬ 
examine my role as a male. It has helped to 
become a better human being in my inter¬ 
actions with females.” “By challenging male- 
oriented values, the course made me think 
hard. It has shown me a diflerent and better 
way to relate and has left me with no option 
but to follow that”. “Hie course should be 
made compulsory for ail students, so tto 
every year, 2SO-3(X) individuals will have a 
better approach to women. Isn’t it great, 
becauselheyarelikelytopassthetipsto othera”. 

One woman student wrote: "The course 
has made me realise my worth in society as 
a woman. There are so many things that we 
know, we read in the papers but never stop 
to think. That these can affect us. I suppose 
this course will help me realise my poten¬ 
tial as an indi vidual rather than as a woman. 

I also hope that it has made the boys from 
my class aware of what injustice is being 
done to their opposite sex unconsciously 
and consciously. In a way 1 think the course 
has made me more insecure, 1 was living a 
comforatable life without thinking of the 
problems. I have now become aware of them.” 

It is also heartening to know that this 
immediate impact is not washed away as 
evident from a delayed reaction. A good 
number of students in the class go to the US 
for post-graduate studies. One has sent a 
year’s subscription of Mr magazine. Another 
sent clippings on feminism from a local 
Florida newspaper. Still others have come 
back to say how much the course affected 
them and how much they have changed « 
they see western women participate in all 
walks of life. One bought my edited bodt to 
give as a to his wife, adio wu alto a 
student in class. Hie same womro student It 
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involv^ in doing vdumary woric at shel- 
lend homes for battered women in the US 
The impact of the course IS seen in other small 
ways. On the evaluation form, where it says 
mstnictor's name I become Ms instead of 
Miu. On the same form there is a question 
which reads “Was the instructor accessible 
outside the classroom for cieanng doubts 
(I) yes (2) somettmes (3) never (4) I did not 
liyloooiitacthtm".Hiestudents change the him 
to hen—aranething that I do not see on the 
evahadon forms of other courses that I teach 

CoNCLUDiNo Remarks 

By way ot conclusion, it is comforting to 
know that the academic institutions have 
taken the initiative to provide the;neans to 
reduce sexism and take up the Challenges 
faced by the women's movement As else 
where, the students most likely to receive 
this new input will be predominantly wom¬ 
en and to that extent we will be accomplish¬ 
ing only a part of the task ahead of us If 
conscience is to be raised, they should be 
raised for everyone For teachers dealing 
with an almost exclusive male audience, it 
IS important to learn and highlighted how 
men can be helped to develop an empathic 
attitude towards women in general and to 
respond in positive ways to the challenges 
thrown by the new women Women's Stud¬ 
ies 1 $ about social change and while we 
focus on hierarchical gender relations, we 
must also engage in highlighting and abol¬ 
ishing inequities based on class, caste and 
creed The task before us is to produce and 
disseminate the knowledge that facilitates 
this transformation 

Notes 

1 Personal communication Naznecn 
Fazaibhoy—lecturer Tata Institute ot Social 
Sciences 

2 Fbr more negative and defensive student rcoc 
bons, see Ghodmlly, R leaching Women s 
Studies to Men’ in Chadially R (1988) 
Women in Indian Smieti A Reader Sage 
New Delhi 

3 Atsi Sheth, 'Goodbye Ghe Guevara Welcome 
Lee lacocca'' The Independent August 24, 
1991 

4 CharulataJoshi.'The Goal Seekers' The Sun 
day Times India January 17,1993 

5 For details on Indian male socialisation the 
Indian men's movement manifesto and stu 
deals' reaction to the men’s movement, see 
(%adially. R (1991). The Joys But Mostly 
SonosvsofTeachmgWomen’sSnKbesto Men'. 
Men's Studies Review, Vol 8 No 2 (S|Hing) 
pp3-6 

References 

Bnish.LR.ARGoldandMCWhtte(l978> 'The 
Findox of Intentton and Effect A Women's 
Studies Course’ Signs 3 pp 883-970 
Buibeck C (1991) The Politics of Teaching 
Women’s Studies', Auerrafian FemimsiBtud- 
m (Auminn) 13, pp 27-40 
QecRld,|aiidCJaahn(l988) ‘(ChangesmSexist 
Aniiudes Itowaid 3WMnea During liUraductoiy 


Women’s and Men’s Studies Courses' Sex 
Holes. Vol 18. Nos 9/iO, pp 611-22 
Humm M(I985) 'Women’s Studies in Bniain 
Teaching Through the Door Marked 'Boys', 
Canadian Women's Studies Vol 6, No I 
Jayawardena K(I986) Feminism and Naiiim 
ahsm in ihe Third World Cauntries 
Zed, London 

Lightman,SE(l978) 'Women'sStudiesforMen 
and Women' Canadian Women's Studies 
(Autumn/Fall) Vol I. No I. pp 32-34 
Patel V( 1987) Women’s Studies A New Disci 


Saiiul 

THE tribals ol north-east India write very 
little about themselves A proper comprehen¬ 
sion ol the situation in north-east India has 
therelore to be based on the understanding 
provided by rank outsiders which has its own 
limitations Asa matter of tact, the available 
scholarship on horth-east India can be divid¬ 
ed into fourcategones—researched,joumaI- 
istic, administrator's views, and perspecti ves 
based on any one ot the above Scholarship 
does not perhaps suffer due to this but north¬ 
east does especially when an insight into the 
situation in north cast India ts sought to be 
provided on the basis of second-hand mate¬ 
rials V R Knshna Iyer’s 'Saga of the Nagas' 
(EPW, March 19), which belongs to the last 
of the above categones, does exactly the 
same His essay has been entirely based on a 
former administrator in the north-east, Murkol 
Ramunny’s recently published book The 
World of Ihe Nagas (Northern Book Centre, 
New Delhi) Administrators come to north- 
cast India either on punishment posting or on 
compulsory difficult area posting, as repre¬ 
sentatives of New Delhi to cany out the 
policies which they subsequently find fault 
with 

Iyer’s essay is significant because it is 
highly reflective A deconstruction ot its 
structure, form and content re veals that for ail 
his sympathies to the Naga cause, he lacks 
basic empathy Despite his consistent con¬ 
demnation ot the policies followed by the 
Indian state vis a vis the Nagas, he favours 
the dominance ol India in the Indo-Naga 
bilateral relationship Behind his liberal garb, 
there IS a 'mainstreamist’ who is scared of 
secessionist tendencies in Indian polity and 
advocates "mainstreaming" the peripheral 
marginal communities to avoid any prospec¬ 
tive disintegration of India 

Dominance-Marginalitv Equation 

Hvoughout the essay Iyer uses expressions 
like 'handling the Nagas’, ‘lack of unitive 
statesmanship with federal liberalism', 
’inepiness in the art of persuauon’, absence 
of pMitical sagacity and sensitive statesman- 
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Nag 

vhip' .etc In other words, lor Iyer the iratio- 
tive always lied with the Indian state—the 
dominant partneroi the two The Nagas only 
reacted, therefore the credit as well as the 
blame in dealing with the Nagas inevitably 
went to the Indian state The Naga's resolute 
struggle was not considered any force at ail, 
Iyer regrets that “if the men with vision in 
Delhi and Kohima had handled the Naga 
affair at the historic junction with dehcate 
care apd foresight. I ndia-Naga relations could 
have been a lovely chapter, not a chronicle of 
intngucs and underground operabons" He 
then goes on to blame the "woodenheaded 
response oi the Assam govemmenf' lor the 
detenoration of the situation in the Naga hiUs 
For all his liberal intellectual credentials, Iyer 
still stops short of blaming the post-colomal 
Indian state for not respecting the democratic 
aspirations of a tiny tribal population who 
desired to seek their destiny outside the 
hegemonic rcacboflndia JaiPrakashNaiayan 
advocated that the Nagas should be let free as 
per their desire so that we have fnendlyc 
Nagas as our immediate neighbour rather 
than an unwilling, unhappy people forced to 
be our partners But like the Indian state, its 
dominant intellectuals also scorn the idea 

Mainstri>m Syndrome 

While posing to be a champion of Ihe Naga 
cause, Iyer discredits tha ''arrogant Moghuls 
of North Block” for not being able to ‘‘mnn- 
stream the Nagas", without qualifymg his 
expression He does not bother to define the 
concept of mainstream nor outline its con¬ 
ceptual frontier For him it is a givoi Iyer 
thus lets the cat out ot his bag and dlows his 
subconscious mainstreamist mind to take 
over For him "the Nagas are integral to the 
Indian Union" So perhaps are the Kashmins, 
the Sikhs, theTamils, the Mizosor the Assamese 

Ifindiafailsto 'handle' the Nagas, it would 
be bad precedent—detnmenul to the liberal, 
secular and pluralist imageof India which the 
sute and its intellectuals have so careltdly 
developed It does not matter to them at alt 
whether the Nagas consider themselves 
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Integra] to the Indian Union or not To them 
Nagas do not have a view after dll, it were the 
“foreign mis«ionane^ who fostered the idea 
of independence among the Nagas" fhe 
basic problem that generates and perpetudtes 
the crises that modem India confronts is this 
mainstream mind and its consciousness strut 
ture Neither the men who rule from Delhi 
nor Iyer is free from this syndrome 

Fori-ion Hand 

It IS amaring how an idea floated by the 
Indian state tn the early SOs that it was the 
foreign missionanes who instigated the Nagas 
to seek freedom from India continues to rule 
the roost despite researchers proving it other¬ 
wise The Idea was first coined by the Assam 
government which was accepted by the 
ministry of external affairs as true' in the 
absence ofany other scapegoats I vcn Nehru 
asserted when a memorandum was presented 
to him by the Naga National Counc'l (NNC), 
that It was drafted by an outsider, blani -othe 
missionaries by insinuation It wa lot 
conceded that the Nagas could wi ite a memo¬ 
randum themselves Among the ranks of the 
NNC was a man called T Sakhne, who had an 
excellent command over the English language 
and was a fine orator, who had drafted most 
of the memoranda submitted by the NNC 
H K Batpujan, doyen of historians in north 
east India, while dealing with the issue stated 
“that the foreign missionaries had a secret 
hand in these movements, conceived even at 
responsible quarters, is a misrepresentation 
of facts no impartial observer can pass a 
verdict on the subject without a study of the 
correspondence that passed between the mis¬ 
sion and theirhigher authonties in the US and 
UK apart from the archival sources av,ulablc 
m India Without the matenal and moral 
support of the authorities the foreign mis 
sionanes were well aware that they could not 
carry out their main objective namely, 
proselytisation Therefore they remained 
steadfastly loyal to the government—Bntish 
andlndian Apeiusalofthemissionpaperstn 
original of the American Baptists has 
convinced this writer that they hardly dab 
bled in politics From mission offices repeat 
ed denials of their hand in secessionist move 
ment was also issued But neither the state nor 
the intelligentsia believed either the histon 
cal research or the deqials from missionanes 
They had reasons to be unhappy Michael 
Scott, a Bntish missionary, was invited to 
mediate between the Indian stale and the 
Nagas and was involved in the Peace 
Committee But contrary to the expecta 
tions of the state, Scott favoured the Naga 
erase and even attempted to internaiion disc 
It He was promptly shown the door I he 
missionaries who replaced the foreign 
missionanes in Naga hills have been our 
very own—mostly south Indian men whose 
conduct should not be suspected Of course 
there are Naga missionanes who arc cham¬ 
pions of the Naga cause But if the Nagas 


have their own Bishop Desmond Tutu, they 
cannot be blamed ” 

Falsifying History 

trapped in the straitjacket of colonial 
ai .nropology, lyertnes tointroduce the Nagas 
by using anthropological cliches like ‘a fine 
race ‘honest people', ‘cultured and gentle 
with a sense of independence and oblitera 
tion , and surely does not fail to add that they 
are "Thnstian but Indian" Self contradictory 
and rampant value judgments are allowed to 
flow characteristically The Nagas are said to 
be neither “soft stuff nor “violent people ’ 
At the same tune, they are desenbed as head 
hunters whose society has been tom apart by 
inter tribal violence Such a society is again 
desenbed as “close knit' In his attempt to 
explain away the Naga struggle, Iyer finds 
long pencxl of insulation to be responsible for 
generating xenophobic tendencies among the 
Nagas The recorded history of last seven 
centuries of the Nagas shows that they had 
full fledged interaction with the people ol the 
Assam plains The Nagas lived in a place 
remote from New Delhi but not from Assam 
valley or Bengafplains As such, they did not 
live as isolated a life as is believed Again, it 
was not the Nagas who feared or mistrusted 
the plainsmen but the other way round In the 
famous memorandum submitt^ to the Simon 
Commission by the Naga Club, the Nagas 
took pnde in the fact that they were a terror to 
the plainsmen for the raids and head hunting 
invasions into the Brahmaputra valley The 
Bntish policy of non-interference was only a 
rhetone which was never practised Researc h 
es in north-east have already exploded the 
myth It IS high time we stopped exploiting 
the cliches which are histoncally incorrect 
and only provide a rationalisation to some of 
our own preconceived premises In perpetu¬ 
ation of another myth, Iyer repeats what 
Nehru had floated in the 1950s that Nagas 
resisted merger with India as they did not 
expcnence the sensation of beinga part of the 
Indian freedom struggle The Nagas fought 
against the Bntish for as long as a century 
The movement led by Jadonang-Gaindinliu 
repeatedly used the name of Gandhi to 
mobilise their supporters T Aliba Imti, the 
founding father of the NNC. in his memoirs 
candidly indicates that he and his colleagues 
who formed the Naga intelligentsia were 
aware of the developments in the rest of 
India Phizo himself was reported to have 
joi ned the IN A when it entered Imphal through 
Burma It was the Indian nationalist move¬ 
ment which stubbornly refused to acknowl¬ 
edge the anti colonial struggle of the Nagas 
as a part ot the Indian anti-colonial struggle 
md not vice versa 

It IS iilso a historical fallacy that it was 
Phi/o who united th<‘ Nagas Lung before 
Phi/o arnved on the scene, the NNC was 
formed with the avowed objective of unify¬ 
ing the diverse Naga Inbes It accordingly 
had a membership dn ve in all tlw Naga tnbes 


and sub-tnbes Similarly, it was the NNC 
which demanded the right to self-determina¬ 
tion right from the beginning, not any partic¬ 
ular individual The acceptance of tlie nine- 
point agreement was only a temporary mea¬ 
sure to prepare the Nagas in self-rule But the 
clever useof words and interpretative mamp- 
ulation, coupled with the threat to use force, 
made the Nagas back out from the agreement 
It was not just Phi/o but a large section of 
NNC members who resented the last clause 
ot the agreement In fact Phizo came into 
prominence only in the 19S0s when the Indian 
army entered the Naga hills and vindicated 
the apprehensions of the N aga^ At one tiiiw, 
Phizo was relegated into such insignificance 
within the NNC that he left the organisation 
to form a parallel one called Peoples’ Inde¬ 
pendence League whose failure brought him 
back to the told on NNC again 

Divide and Trivialise 

The Indian state tned to counter the Naga 
struggle by dividing the Nagas by such 
descriptions as moderate andcxtiemist Nagas 
Iyer docs something similar He uses the 
description ‘Naga Indians’ for those who 
reconciled with statehood Theacceptanceof 
Nagaland slate was neither the work of any 
group called Naga Indians (no such category 
exists) nor the result of the realisation of the 
futility ol waging war against the Indian 
might It was only a middle path adopted to 
usher peace in the hills The Nagaland state 
was only a temporary arrangement, not the 
destination ot the Nagas Too much also 
should not be read into the paiticipation of 
the Nagas in the parliamentary elections 
because the same Nagas had effected a total 
boycott of the 1952 election Iyer’s desenp- 
tion ot Phi/o's announcement of Free 
Nagaland as “infantile adventunsm*' betrays 
his subconscious arrogance so charactenstic 
of the mainstream mind Such tnvialisation 
of the Naga struggle IS uncalled for Phizo’s 
struggle has not been in vain as Iyer suggests 
At least not yet The Nagas have to “look to 
London, New York and Peking" for a solu- 
bon to the Naga issue, he says After all, the 
headquarters of the UN is in New York 
Similarly, London and Peking can help cre¬ 
ate international pressure on New Delhi to 
help the Naga cause 

Colonial nile has left behind an indelible 
impnm on colonial societies Post-colomal 
societies are perpetually plagued by 
nomena like communalism, separrasm, se- 
cessionism, civil war, militaiy coups, and so 
on But what we can ill-afford is a colonial 
mind, especially at a time when, to use Iyer’s 
lines, “nationalities the world overate sensi¬ 
tive to cultural autonomy and demand for 
self dcterminauonbysecessionism” The first 
prerequisite of libcr^isation of outlook is the 
decolonisation of mind Before we declare 
ourselves a nation, as Iyer has done, we must 
resolve the tangle, to use Iyer’s words again, 
between ‘we’ and ‘they’ 
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There is no denying that the offiaal Economic Survey has acquired quite m few apologetic 
traits. Over the years, it has tended to be more of a window-dressing than report ol^ectively 
and meaningfully the state of Indian Economy The manner in which the economy affects 
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Three generations of small savers. 
Ther^ one thing they all trust-Units. 


Even }>ci>pk ucner.itions .tpart think tin. 
same way when it comes to Units Because 
Units help make their Jreams come tnie 
Wliether it's i voun^ man saving for .1 
house ot his own Or an older man kx^king 
forward to a comfortable retirement Or a 
little girl dreaming of becoming a doctor 
!>omc day 

Unit Tnist has schemes to meet every 
need Whether the need is for high gnswth 
or liquidity Whether it's tax benefits or gixxi 
returns coupled with insurance cover 
People know that with Unit Fnist, 
they can get what they want. Thar is why 


the number of Unit holders is going up 
so spectacularly To over 33 million ttxlay 
Most of these people are small savers 
They come from every part of the country 
lliey come from every walk of life TTiey 
have different needs, different dreams 

But they share the same abiding confidence 
in Unit Trusr Living up to this confidence is 
what keeps us going And gniwing 
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ACA KHAN RURAL SUPPORT PROGRAMME (INDIA) 


The Aga Khan Rural Support Programme (I) is a renowned Rural Development organisation which appreciates the 
importance oj specialised skills, professional management and adaptable technology for improving the quality of rural 
life. Functioning in three districts of Gujarat, AKRSP (1) seeks to empower rural communities to develop and manage 
natural resources in a sustainable manner, through a process of organising rural people into viable self sustaining 
institutions. For the posts described, we encourage women candidates to apply. 


EXECUTIVE PROGRAMME COORDINATOR 

Hc/she will be required to coordinate a small team of 
Programme Executives /Managers with the intent of provid¬ 
ing guidance and direction to a complex development 
programme. 

The ideal person should be a Management graduate or a 
Master of Social Work with about 5-7 years experience m 
a responsible position in a rural development organisation. 
He/she will be expected to travel extensively and momtor 
programme implementation. He/she will also be a key 
representative of AKRSP (I) at various workshops and 
symposiums and depute for the Chief Executive 

HRD/TRAINING MANAGER 

llie primary responsibility will be to clearly define job 
descriptions, roles and responsibilities of AKRSP (1) staff 
and subsequently meet the training and development needs 
of the institution as well as the village organisations sup¬ 
ported by it. The job involves a fair degree of drive, creative 
thinking and sound mteipersonal skills A management 
graduate with about 3 -5 years experience with a corporate 
body or a voluntary organisation will ideally fit the bill. 

ADMINISTRATION AND PERSONNEL MANAGER 

llie position entails the development of personnel policy 
guidelines, performance and potential appraisal formats in 
coordmation with the HRD/ Traming Manager. Addition¬ 
ally, he/she will also be required to develop aj^opriate 
systems for decentralised Programme Managers. AKRSP 
(I) expects the candidate to have 10 years experience in a 
similar position. Hie position calls for extensive travel. 


RESEARCH AND MONITORING COORDINATOR 

The responsibilities entail development of a systematic 
reporting, research and monitoring system of a complex 
Natural Resource Management Programme. The incumbent 
will be expected to design and execute research projects as 
well as develop and refine indicaters for a monitoring 
sy.stcm. 1 Ic/shc should also be instrumental in enabling 
/UCKSP (1) develop an inhouse facility in this hi'ghly 
specialised area 

The candidate should have about 3-5 years research 
experience Familiarity with the use of computerised 
statistical packages would be an added advantage. He/she 
will be expected to travel extensively. 

PROGRAMME COORDINATOR 

Based at the District Team Office, he/she will lead a team of 
development professionals m a district towards supporting 
integrated natural resource management by village 
communities. He/She should have strong leadership 
qualities.be able to achieve targets and work under pressure. 
The ideal candidate would be a management.graduate or a 
master of social work with 3 years relevant experience. A 
natural affmity for working in a rural enviremment will be a 
prerequisite for the post. 

All the above post lions, except that of the Programme 
Coordinator are based at Ahmedabad, and offer a 
challenging working environment and the opportunity to 
travel extensively. Apply in strict coatfidence along with 
present salary details within IS days to 
The Programme Executive (HRD). 

Aga Khan Rural Support Programme (India), 

Choice Premises, Swastik Cross Roads. 

Navrangpura. Ahmedabad - 3S0 009 
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Economic Planning in 1990s and Beyond 

A major task ot the Planning Commisston in the 1990s and beyond 
insofar as the public sector ts concerned, should be how to avoid 
dupliiation ot the work which legitimately belongs to the difTcrent 
ministries and recognise the autonomy of the state governments For 
the private sector, the plan targets have always been only indicative, 
but the important question now is how indicative planning in a more 
deregulated envmmmcnt with hardly any instruments to enforce 
the indicated targets will fit into overall economic planning 1457 

Assessing Gorbachev 

In anv assessment of Mikhail Gorbachev, to look tor precise 
categories is to altogether miss the point of the paradox ot the man 
He felt pushed towards the reforms he felt were absolutely essential 
but he was also held back by the tradition from which he had come 
and to which, in a profound sense, he still belonged What proved to 
f*' his undoing was the manner m which he related to Soviet reality 
He did not understand that he was making ideological appeals to a 
society that had been in essence completely dc-ideologised 
over the decades 1465 


Sugar Muddle 

The government administiation at 
the highest levels has acted in a 
totally (onfused manner in dealing 
with the rel nivciy routine problem 
of periodic decline in the 
production ot sugar 1438 

Hindutva Agenda 

Hindutva as an ideology is the 
dominant castes response to the 
emergence ot the Indian version of 
class struggle to the growth of 
class like lormations that have 
threatened the traditional elite time 
and again in modern histoiy 1450 

Having been defeated hy the 
SP BSP combination m UP the 
BJP now sees the need to garner the 
support of in addition to upper 
caste Hindus the backward castes 
and IS engaged in a search for 
political symbols which will 
enable it to achieve this _ 1447 

Freedom 

The newly emerging business class 
in Czechoslovakia is trying hard to 
push back the trade unions claiming 
total freedom for the owners 
of enterpnscs _ 1449 

Press as Mirror 

What docs a content analysis ot 
Pakistani newspapers tell us about 
the dominant concerns of the 
country’s intelhgentsia ’ 1482 


The Bailifr 

The position ot West Bengal s 
Left Front government is not unlike 
that of the bailiff of a bankrupt 
landlord—lacking control over 
decision making and yet saddled 
with (he responsibility of 
managing crises arising from 
systemic defaults 1440 


Beyond the Pale 

The shameful case ot Kannappa in 
Kolar district of Karnataka and the 
responses it has evoked bring out 
the hypocrisy of the government 
machinery and the leadership of 
all political parties with regard to 
the social location and nghts 
ofdaiiu_ 1443 

Business as Usual 

Though the problems of 
determination ot central 
government employees pay are 
now very different from those 10 
years ago in drafting the new Pay 
Commission s terms of reference 
the last Commission s terms 
have been mindlessly copied 1441 

Global Concerns 

Multinational enterprises have 
their own strategies for the highly 
competitive global market place 
and arc impervious to their 
consequences for the particular 
economies they happen to 
operate in 1437 


rLETTERS TO EDITOR 
HRD Expenditure 

IN the article ‘Fiscal Correction and Human 
Resource Development' (March 26), the 
authors’ conclusion about central govern¬ 
ment expenditure is not in line with the data. 
Combination of the realised expenditure of 
the first two fiscal years of the present 
government (1991-92 and 1992-93) and the 
planneu expenditure of the last fiscal year 
0993-94) shows a 15 per cent real increase 
of plan and non-plan HRD expenditure 
(6 per cent compared to 1989-90). This 
should be put against the background of a 
real (plan and non-plan) decrease in expen¬ 
diture of more than 18 per cent, compart to 
1990-91. The HRD expenditure increase 
has resulted in a sharp increase (although 
from a low level) in the share of HRO 
expenditure in total expenditure of 41 per 
cent (29 per cent compared to 1989-90). 

The authors' conclusion that “in the case 
of the central government the reduction in 
HRD expenditure is mainly on account of 
stabilisauon policies to reduce deficit” is 
therefore completely wrong. Although the 
share of HRD expenditure in total (central 
iuid state) government expenditure is still 
rather low (about 20 per cent), with regard to 
central government expenditure we can only 
conclude that social expenditure has not 
been a victim of fiscal correction, and that 
even the share of HRD expenditure in total 
expenditure has risen sharply (although from 
a low level). The moderate decline in the 
(rather regressive) food subsidies has been 
more than compensated by the real increase 
in other social sectors. Although targeting 
would have been preferable, we cannot con¬ 
clude that, as a result of structural adjust¬ 
ment, priority for HRD expenditure is less 
than before structural adjustment. The re¬ 
cently announced budget (I994-9S) does 
not indicate a different uend. 

As far as state expenditure (not including 
the 1993-94 budget) is concerned, the au¬ 
thors' conclusion that HRD is neglected in 
adjustment is correct. On the one hand, real 
social expenditure has been (slightly) re¬ 
duced since the beginning of structural ad¬ 
justment, on the other the share of revenue 
social expenditure in total expenditure in 
the states has fallen by 7 per cent between 
1990-91 and 1992-93. The latter cannot be 
blamed on declining centie-to-states grants, 
but IS a matter of nnority setting. 

Comparison of per cipla social expendi¬ 
ture of slates with per capita grants from the 
centre shows that the so-called progressive¬ 
ly ruled slates give very little pricnity to 
social expenditure, not only per capita (es¬ 


pecially Bihar and UP), but as a percentage 
of grants from the centre as well (especially 
Onssa). The pnority given to the social 
sectors by even West Bengal is not what 
could be expected from a ‘progressive' 
government. 

Paul Teunissen 


The Hague 


Doctored Knowledge 

AMRIT SRINIVASAN’S article (Decem¬ 
ber 11, 1993) IS so refreshing! It shows the 
depth of scholarship, so rare among social 
scientists of our country. She has got together 
a wide range of information to substanti¬ 
ate her arguments and is clear in her presen¬ 
tation. One outcome of this scholarly work 
is to call the bluff regarding the Emperor's 
invisible robes. The Emperors have been 
paraded naked, showing their deformed 
ugliness. They have distorted die metho¬ 
dology of social andiropology/sociology/ 
indology to subserve the interests of the 
colonial rulers. Such ‘doctored’ knowledge 
has been avidly ‘internalised’ by their stu¬ 
dents from colonial India, thus forming the 
foundations of the social science studies 
here. Patrick Geddes, A C Haddon, W H R 
Rivers. A H Reave, A R Radcliffe-Brown, 
E B Evans-Prichard and B Malinowski have 
rightly been mentioned as the 'White 
Gurus’ of the native Indian students who 
later pioneered academic social science 
studies. G S Ghurye started in Bombay, 
L K Ananthakrishna and S C Roy in 


Calcutta, D N Majumdar in Lucknow and 
A Ayappan in Madras. 

Snnivasan has rightly pointed out thal; 
“When fieldwork was colonial, it was under¬ 
standable that we, as servants of the raj, 
acted as modest assistants to the British, 
sometime even taking their scholarly place, 
but only in the data collecting, ‘art’ half of 
the positive praxis, leaving science to our 
betters. But today, when fieldwork is post 
colonial, it is surprising that things are not 
so different. In fact, if anything this surro¬ 
gate science has been preached with the 
zealousness of the new convert only after 
India gained freedom from British rule.” 
Diis is a very apt diagnosis of die malady 
that affects academic activities in social 
sciences in India. Its significance is much 
greater, because it offers an explanation that 
is relevant almost to the entire academic 
field in India. Knowledge has been system¬ 
atically distorted to subserve specific vested 
interests. This unethical approach to know¬ 
ledge generation has given rise to the forma¬ 
tion of ‘syndicates’ and even ‘mafias’ in the 
academia. “If you follow the ‘party-line’ 
laid down by die syndicate, you would be 
properly rewarded. However, if you dare to 
challdige the Emperor about the robes, the 
Empire will strike back and toully annihi¬ 
late you.” It 1 $ reassuring to those who have 
been at the receiving end of the academic 
mafia that there are still scholars of high 
calibre who refuse to toe the party-line and 
get ready to pay the price for their ‘crimes’. 

DBanemi 

New Delhi 
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Bottom of Class 


T he Planning Commission is apparently much 
exercised about the slow growth of the Indian economy, 
n Its mid-term review of the Eighth Plan, the commission 
said to be proposing to revise the plan’s average growth 
arget from S.6 per cent per annum to 4 per cent The 
iighth Plan (1992-93 to 1996-97) was finalised in July 
992, a full year after the structural adjustment programme 
legan to be implemented; yet the Planning Commission 
ind Its growth, investment and employment generation 
;oals have apparently been overtaken by the economic 
eforms. 

Apart from the average growth rate in the first three 
ears of the plan being unlikely to be more than 4 per 
ent per annum, serious sectoral imbalances have emer- 
:ed in the growth process. The sharpest shortfall is likely 
be in industry, with the pattern of industrial growth 
Iso diverging significantly from that anticipated in the 
Ian. The plan had anticipated an average growth of 8.2 
er cent per annum in the value of gross output of mining 
nd quarrying, manufacturing and electricity generation, 
ut in the first three years of the plan the rise in the index 
f industrial production is unlikely to be more than 3.5 
er cent per annum. It is because of the sluggish growth in 
lanufacturing for four continuous years from 1991-92 
lat the pressure on infrastructure sectors such as power 
as not been felt. Again, within the manufacturing sector, 
growth of the capital goods industries has been severely 
fected by reduced demand following the cut in 
ivestment—and not so much because “the performance 
f the indigenously manufactured capital goods is nowhere 
ear the contemporary levels in terms of process 
ichnologies, quality of products, productivity and 
ost of production”, to quote the Eighth Plan’s ap- 
rehensions. There has been a significant rise in the output 
f consumer durables, whereas the output of consumer 
on-durables has suffered a setback. While the Eighth 
Ian emphasises the importance of improving the 
lucational and health status of the people, for which the 
jan had earmarked larger resources, actual performance 
the first three years leaves much to be desired in this 
'spect. However, it is in regard to the crucial goal of 


generating employment growth of 2,6 to 2 8 per cent, or 
about 8 to 9 million jobs per annum, that the failure has 
been most glaring. 

When such is the actual performance of the economy, 
the Planning Commission officials’ reported optimism 
that the private sector will make up for the shortfalls in 
public sector investment and employment generation is 
plain dissimulation. The pattern of investment, output and 
employment generated by the private sector cannot be 
expected to improve the emerging scenario of rising 
unemployment and poor social sector development. In its 
mid-term review of the Eighth Plan, the Planning 
Commission needs to address the question to what extent 
the resources appropriated by the private sector oriented 
pattern of development is crowding out resources, for 
instance, for rural development and strengthening the 
social sectors. 

It is interesting that even as the Planning Commission 
is exercised over scaling down the growth target from 
5.6 per cent to 4 per cent, the UNDP’s Human Develop¬ 
ment Report. 1994 should rank India 135th among 173 
countries. Differences of opinion on the advisability of 
constructing a composite ‘human development index’ to 
represent levels of socio-economic development 
notwithstanding, there can be no gainsaying that a country 
such as India, at its present stage of development, needs 
to worry about the social aspects of development or, to 
put it differently, in respect of ODP grov^ it is the 
composition of sucl^rowth rather than just its size which 
is really material. The HDI constructed by die UNDP is 
an unweighted average of life expectancy, liteiscy and 
some modified measure of income per capita and gives 
India a low rank. Actually if some other social indicators 
are considered as well, India’s rank is likely to slip lower 
still. The issue is not new; but the Planning Commissicm 
evidently remains impervious. Its focus continues to be 
on fractional adjustments of the—not very meaningful— 
overall GDP growth target. Why the country should rank 
so low in inter-country comparisons of human develop¬ 
ment do not concern the commission—even less now, 
under the regime of economic reform and liberalisation. 
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PUNJIAB 

Rebuff to Clergy 

THE recent by elections in Punjab were 
sigiuflcant on several counts Although these 
were only by-elections they were the first 
democratic assembly level elections to he 
held in the state in many years In the last 
elections in 1992, only 10 per cent of the 
electorate had participated the non parti 
cipat on of the rest being apparently due to 
the Akaii boycott of the clectiuns^lthough 
It may well have been due to the fact that 
die militants had supported the boycott 

The overwhelming victory of the 
Congress(I) in the last elections was largely 
due to this boycott In other words until the 
present by elections the Congressd) had not 
really faced the electorate and tested its 
popularity for a long time Now that this has 
happened even though at the micro level 
the party cannot be said to be very happily 
placed It has lost the Ajnala seat to Akali 
Dal (Badal) by 10 114 votes a margin that 
IS large enough to loice the party to sit up 
and think of its piospects in the next assem 
bly elections And whereas it has won in 
Nakodar the other constituency that went to 
the polls It could do so only with a slender 
margin of ^,210 votes Signibcantly in this 
constituency which has been a traditional 
Congress(I) stronghold the party has se 
cured I ^ 000 more votes than the same 
Akali Dal (Badal) candidate (Kuldip Singh 
Wadala) did during last year’s Lok Sabha 
poll Thus the party which has really gamed 
both at Ajnala and Nakodar is the Akali Dal 
(Badal) 

This gam that has accrued to Akali 
Dal(Badal) is an indication of the possible 
alignment of political foaes m the overall 
politics of Punjab in the coming penod It 
suggests that in an atmosphere where the 
militants are no longer in a position to dictate 
terms to the Akalis the latter are likely to 
come into their own and pose a challenge 
tothenilingCongressd) It also signifies that 
the Beant Singh government which claims 
to have put an end to militancy in the state 
cannot any more arrogate to itself the nght 
to nile the state only on that basis It will 
now have to pay more attention to the routine 
tasks expected of a government if it wants 
to continue in power after the next elections 

The victory of Akah Dai (Badal) at Ajnala 
and, in a different sense, at Nakodar is not 
any the less significant for Sikh politics in 
general and Akali politics m particular For 
the former, it points to a trend among the 
Sikh masses that has the potential to under* 
mine in the longer run die authonty of the 
Sikh clergy vu a vir the Akalis While tra¬ 
ditionally Akali politics has never been 
completely free of the influence of the cler¬ 
gy, the latter had consolidated this influence 
even further during the recent era of mili¬ 
tancy It IS true that for a while dunng this 
period the clergy was merely playing into 
the hands of the militants not all of whom 


had the customaiy respect for its religious 
status Overall however it had managed (o 
emerge stronger and found itself in a position 
10 exert itself in the post-militancy era The 
so called Amritsar declaration made less 
than a couple of months ago, was the most 
significant recent attempt on its part to exert 
Its authority While most Akali factions 
succumbed to this pressure and once again 
demanded a separate Sikh state Akali Dal 
(Badal) refused to toe the line and join the 
unified Akali Dal (Amritsar) By supporting 
the Akali Dal (Badal) and defeating a rebel 
Akali candidate who was covertly backed 
by the unified Akali Dal and could manage 
only I 075 votes, the Sikh populace has 
administered a rebuff to the clergy 
The rebuff also extends to other Akali 
factions now unified under Akali Dal 
(Amritsar) Hie meaning of the rebuff in this 
context IS that the Sikh masses prefer 
moderate politics as against the militant one 
advocated by the new Dal While these events 
are only straws in the wind so far as the 
futureof secular and really democratic politics 
in the state is concerned they indicate a 
potential within Sikh and Akali politics to 
bnng on line the hitherto derailed politics 
of Punjab 

SUGAR S10RY 

Working for a Windfall 

THE government's lack of sincerity in con 
taming inflation has been exposed by the 
sugar muddle The events leading up to the 
fiasco are worth noting First, faced with 
sharp increases in prices of essential con 
sumption Items the government constituted, 
at the initiative of thecivil supplies ministry 
a lO-memberintcr-ministenalco ordination 
committee to monitor pnees and availability 
of 12 essential commodities (sugar included) 
this January Second, as part of this exercise 
and the deliberations of the Cabinet Com¬ 
mittee on Pnees (CCP) headed by the finance 
minister the food ministry prepared a note 
predicting severe shortages of sugar and 
possible sharp increase in its pnees in the 
1993-94 (October September) season With 
substantial diversion of cane to gur and 
khandsan, particularly after the decontrol of 
molasses, the earlier estimate of production 
of 107 lakh tonnes in 1993 94 was scaled 
down to 104 lakh tonnes This compares 
with the production of 106 lakh tonnes in 
1992 93 and 134 lakh tonnes in 1991-92 
Further, thecarry-over stock at the beginning 
of the 1993-94 season (October 1,1993) was 
only about 9 13 lakh tonnes against 49 02 
lakh tonnes two years ago and 31 13 lakh 
tonnes a year ago The food ministry 
had modestly placed the gap in supplies in 
1993-94 at 11 13 lakh tonnes which was to 
be filled by imports Third, following this 
assessment, the cabinet placed sugar im- 
poits under open general licence (OGL) on 
March IS Immediately there emerged an 
■mpprt caltxl of sugar producers under the 


label of Indian SugarGeneral Industry Expon 
Import Corporation (ISGIEIC) to regulati 
imports The effectiveness of the cartel ca 
be judged by the fact that a food ministd 
offiaal lamented as late as in May that onl; 
a paltry I 70 lakh tonnes of sugar had beei 
contracted tor import and that too as requirer 
by bulk consumers such as hoteliers am 
sweetmeat manufacturers 

In the meantime the government decider 
that the State Trading Corporation (STC 
should import sugar The STC was expectec 
to undertake imports as per an ‘acbon taker 
report’ of the food ministry, prepared ir 
February this year, on the 4Sth report of tht 
Public Accounts Committee <PAC) which 
had passed severe strictures in 1989 on ar 
earlier sugar import scandal Hus follow up 
action taken five years after the PAC report 
emphasised that STC alone should impoK 
sugar also, STC was expected to address it< 
import enquines only to a list of registermf 
sugar dealers in the international market 
Fourth much before the OGL decision 
however a lew Indian private parties goi 
wind of the government s impending deci 
Sion to enter the sugar market for import and 
anticipating a nse in prices once India en 
tered the market quietly resorted to futures 
trading at the then prevailing low prices of 
$ 270 to $ 280 per tonne in the international 
markets 

Fifth despite the decision to import sugar 
the STC (and the MMTC) dithered, osten 
sibly because the question of payment of 
subsidy on the sale of imported sugar througit 
the public distribution system (PDS) had not 
been settled Nothing was done till the thud 
week of May In the meantime, the London 
quotation for sugar rose to S 333 per tonne 
on May 6 because it was known that India 
was to import sugar Sixth, on May 14 just 
a few minutes before emplaning for his US 
visit on the tarmac as it were, the pnme 
minister is reported to have instructed 
cabinet secretaiy Zafar Saiffullah to take im¬ 
mediate steps to augment sugar supplies 
Saiffullah consulted the expenditure secre¬ 
tary and asked the food secretary to order 
the Food Corporation (FCI) to float tenders 
for sugar imports This amounted to revers¬ 
ing two major decisions of the food minister,' 
namely, that the FCI would not be involved 
in sugar imports and that only registered 
sugar dealers in the international markets 
would be approached for tendering ThelCl 
apparently floated tenders with other parties 
as well at relatively low pnees of $ 250 to 
$280pertonne The seventh act of the drama 
consisted of food mimster Kalpnath Rai 
cancelling the tenders floated by the FCI on 
the ground that FCI’s import of sugar had 
been adversely comment^ on by the PAC 
in 1989 He* was supported by commerce 
minister Pranab Mukheijee 

Meanwhile, the pnceofsugarinthecountry 
shot up from about Rs 12 SOperkgtoRs IS 39 
per kg on the eve of the by elecnons to the 
Lok Sabha and the state assemblies This was 
only to be expected as the government had 


Economic and Political Weeldy ^ Jone 11^1994 



dnstically curtailed the release of free sale 
sugar—V S ^ tonnes and 4 75 lakh 

Ipnnes in Apnl and May (compared to 6 50 
nkh tonnes each in April and May 1993) 
The release in June was 4 90 lakh tonnes 
against 6 75 lakh tonnes in June 1993 The 
pnme minister now entered the picture for 
the eighth act and directed that the STC and 
MMTC import 8 5 lakh tonnes of sugar 
Reportedly, the day India entered the market 
the international price ot sugar shot up by 
$ 8-10 per tonne, from $ 343 per tonne to 
$ 353 per tonne A part of STC’s buying is 
said to have been done at the astronomical 
price of $ 438 per tonne—from an interna¬ 
tional trading house, Mann, said to be 
a company with Indian interests, which had 
done Ae initial futures trading The pnme 
mimster brought the drama to a close with 
Hie ninth and final act by committing the 
government to footing the subsidy bill on the 
imported sugar which is estimated to amount 
to Rs 450 to Rs 500 crore 
What has been the outcome of the whole 
sordid affaii On a rough estimate, on import 
ot 8 50 lakh tonnes of sugar as ordered by 
the pnme minister, the country has lost about 
S 100 million ui foreign exchange (Rs 314 
crore) which has gone into the coffers of the 
international traders, many of whom are 
apparently Indians Second, the budget will 
have to bear an additional subsidy of Rs 4^0 
crore to Rs 500 crore which could have been 
Itept down to Rs 150 crore to Rs 200 cro ’ 
dad the government effected prompt im 
jxHts Third, the nsc of Rs 2 50 to Rs 3 per 
kg in the open market pnee of sugar will 
fetch the industry an additional Rs 8W crore 
» Rs 1,000 crore in the current sugar season 
It the cost of the consumer, which a grateful 
ndustry will no doubt be prepared to share 
with those who have been responsible tor the 
windfall 

lELECOM POUCY 

Limited Vision 

(TIE debate that has followed the introduc 
ion of the telecom policy is further indica- 
lon of the growing disarray at the policy- 
naking levels of government It shows the 
nability of the state to grasp the significance 
if the changes that its policies in one sphere 
inng about in another and its increasing 
letachment from real issues And because 
•olicies are being made to cater not to the 
iveiall needs of national development but 
0 immediate and limited purposes, they will 
ither become dysfunctional once these 
urposes are served or will be so open as 
9 te interpreted any which way by those 
rho have the power to do so 
The objective of the new telecom policy 
ntroduced last month is purportedly tele- 
uracations for all, which is translated 
i the availability of telephones on demand, 

>f telecom services at affordable and reason- 
Ue prices covmiig all parts of the country, 
chieving worid standards in the quality of 


telecom services and ensuring that India 
emerges as a major manufacturing base and 
exporterfortelecomequipment TTicdevclop- 
ment of telecommunications is being given 
the highest pnonty because it is a ‘vital 
infrastructure which is technology-inten¬ 
sive Therefore the inflow of technology 
should be made easy Hence the opening up 
of the sector to private and foreign invest 
ment 

The question as to what are affordable 
telecommunu ation services in the context of 
a population \sith decreasing access to food 
and health taie leave alone education and 
employment is ofcourse not addressed The 
government evidently believes the publicity 
It has generated about modernisation that 
with telecommunications, health care may 
be delivered via satellites and radio services, 
and education through E mail services and 
all sorts of help at the end of a telephone 
Telecommunication networks can increase 
access to services only if the services are 
already in place and arc affordable In the 
absence of other development, telecom helps 
commerce and only itself, encouraging an 
expansion ot the service sector 

With the new policv the government will 
make loom for pnv.ilc investors to supple 
ment government inputs and allow pnvate 
and foreign partit ipation in the expansion of 
the telecom network with tariff and revenue 
sharing arrangements Until now, only so 
w.,Iied value added services had been opened 
to private investment However, the guide¬ 
lines for clearing projects arc still being 
formulated In the meanwhile developers 
will be allowed to undertake pilot projects 
ostensibly in order to test out new equipment 
and services There are already several such 
projects on the anvil which will presumably 
be cleared on an ad hoc basis without re 
course to guidelines or any mandatory 
approval or regulatory structure It would not 
at all be surpnsing if the guidelines t^ke a 
long time in their formulation 

Among the norms being set oy th** ICICI 
for the department is a mandatory rural urban 
ratio for pnvate parties and revenue- shanng 
and tariff regulations But interestingly even 
before the guidelines have been announced, 
the cntics have hit out at what have been 
reported to be the requirements For in¬ 
stance, they point out that the profit per line 
works out to only $ 3(X) in India whereas it 
IS $ 750 in developed countries This being 
so. It would hardly be likely that a low profit 
rural sector will attract ihvestors who will 
also be hesitant about accepting the require¬ 
ments On the other hand, many developed 
country policies have retained basic services 
in the state sector a fact that appears to have 
been totally missed by advocates of pnvate 
sector participabon in the economy 

The policy is emphatic about the lack of 
resources blocking the development of ser 
vices to the rural sector And yet, the Sixth 
Report of the Standing (^mmittee on Com¬ 
munications of the Tenth Lok Sabha points 
out that It IS unrealistic planning and not 
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paucity of funds which has affected thegrowth 
of the network It has also pointed to the lack 
of proper co-ordination with the state and 
CIVIC authonties ofhold ups due to inability 
to procure equipment on time and lack of 
supervision and monitoring of ongoing 
projects This would seem to indicate a 
deliberate neglect which is now being pro¬ 
jected as due to p.iucity ot funds While there 
IS no doubt a resource crunch, the ineffici¬ 
ency of the telecom network and the delays 
havetheirrwlselsewhcic Bui nobcxly wants 
to know 

BODOLAND VIOl LNCI 

Victims All 

THE recent massacres near Kokrajhar in the 
Bodoland Autonomous Council (BAC) area 
of Assam in which officially 22 people 
including women and children weie killed 
and many more injured is not the first of its 
kind in the area Indeed since the signing 
of the Bodo Accord and the formation of the 
BAC last year, tensions which had always 
been dormant in the area have come into the 
open III the most serious incident of this kind 
since then in September October last year, 
scores of people were killed and thousands 
had to flee their villages and the camps in 
which those refugees continue to stay have 
also come under attack 

These incidents arc hardly surprising 
givenahe inherent tensions in the situation 
where a large numbci ot migrants have been 
settled in areas historically inhabited by the 
Bodo people (the more extreme nationalists 
among whom claim that the whole region 
IS their historical homeland where every¬ 
one else IS an encroacher) and which were 
officially recognised to be so when small 
segments were designated as tribal belts and 
blocks The systematic encroathment into 
these areas of people not merely not belong 
ing to the tribal stock but also gifted with 
the talents and resources tor more advanced 
methods of agiiculturai production has been 
the fundamental factor that has contnbuted 
to these tensions fhe tensions long dor 
mant arc now breaking forth in violent forms 
to the extent that the tribal people themselves 
have become more conscious of their rights 
and more apprehensive of the loss ot control 
over their lands given the heightened expec¬ 
tations and all around exaceibation of the 
economic crisis 

And yet none of these factors appear to 
have been taken fnto account in the trading 
of charges that has tolloWed the latest car 
nage According to chief minister Hiteswar 
SaiKia the killings are the handiwork of 
forces within the Bodo leadership which are 
opposed (o the Bodo Accord— as he inter¬ 
prets It—and his efforts to implement the 
accord According to Sansuma Khunggur 
Bwiswmutiary, the former president of the 
All Bodo Students' Union (ABSU) and later 
the chief executive member (CFM) of the 
BAC, and currently locked in bitter rivalry 
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with Jiis erstwhile colleague and the present 
CEMiPremsing Brahma (both B wiswmutiary 
and E^ma claim to head the real Bodoland 
Peoples' Patty, BPP, the split m which has 
been yet another ‘achievement’ of Hiteswar 
Saikia). the killings are the handiwork of 
those “working at the behest of the chief 
minister'’, meaning his rivals within the ranks 
of the Bodo lea^rship. Neither of these 
leaders, nor indeed any organised political 
paity or group in the state, wants to acknow¬ 
ledge that behind the so-called ’ethnic 
violence’ lies a history of short-sighted and 
narrow political, indeed electoral, calcula¬ 
tions and plain greed. This is as much true 
of the current clashes between sections of 
the Naga and Kuki people in Manipur, 
Nagaland and parts of Assam as of the 
massacres in the BAC area. 

That tiic victims in the current violence in 
the BAC area comprise overwhelmingly, 
perhaps even solely, the Muslim settlers of 
erstwhile East Bengal origin, invests the 
ongoing massacres with another compli¬ 
cating dimension. For, both the perpetrators 
and victims of the violence are equally the 
victims of a process over which neither had 
any control. The settling of the peasants of 
East Bengal ongin in an area where they 
should never have been settled in the first 
place was done by colonial administrators 
as part of a broader economic policy of 
increasing agricultural production and aug¬ 
mentation of revenue. However, the local 
gentry, tribal and non-tnbal, were merely 
unequal partners in that enterprise, however 
bitterly opposed they may be now to what 
is an accomplished fact, and however gen¬ 
uine the current apprehensions over what the 
future holds in terms of loss rf land and 
livestock and also the necessity to share 
political power with the settlers. 

Unlike the earlier incidenu of violence 
which were confined to the northern parts 
of Kokrajhar district which had pockets of 
non-Bodo concentration, last week's in¬ 
cidents took place in areas in the vicinity of 
Kokr^ihar town itself. Clearly, the compo¬ 
nents of agrarian tension in the tribal inhabi¬ 
ted areas of Assam, present for long in an 
incendiary mix and exacerbShed over the 
years, are now running unconfined. 

The buck-passing between Hiteswar Saikia 
and Bwiswmutiary once again highlights the 
haste and arbitrariness with which the Bodo 
Accord was signed, without a proper con¬ 
sideration of the complex issues involved. 
Over a year after the accord was signed, the 
area and tlw boundary of the BAC continue 
to be contentious issues and have indeed led 
to the split in the Bodo leadership. The 
crucial question of land was not even touched 
upon in the accord; nor the question of what 
would happen to the non-Bodo minorities, 
the most vulnerable of whom, the Muslim 
peasantry of erstwhile East Bengal stock, 
have been at the receiving end. 

To recognise the culpability of forces 
internal to the society in the current violence 
would entail a measure of self-introspection 


which is beyond the capacity of Hiteswar 
Saikiaand the Bodo leadershipboth of whom, 
even while trading char^, have been equal 
partners in the present tragedy. It is not 
accidental that while Bwiswmutiary has 
been harshly cntical of the recent success 
of Hiteswar Saikia in securing a closer 
'political' collaboration between the incum¬ 
bent BAC leadership and the Congress Party 
in Assam, he was the one who took tlw 
initiative towards such collaboration when 
he was at the helm of the Bodoland agitation 
and later when he headed the BAC. His 
quarrel has always been with Hiteswar 
Saikiaand not with the Congress Patty; 
and even with Hiteswar Saikia only to the 
extent that he felt threatened at the latter's 
successful attempts at appropriating the Bodo 
leadership. 

Given these crass calculations and the 
undeniable material interests and apprehen¬ 
sions, especially concerning land, more 
violence of a possibly more generalised kind, 
with much less clear demarcation between 
victims and perpetrators, in the BAC area 
cannot be ruled out. 

KANORIA WORKERS 

In Limbo Still 

WORKERS'participation in management is 
a principle which is loudly acclaimed by both 
the track union leaders and the government. 
Yet, when it comes to brass tacks, both the 
established trade unions and the administra¬ 
tion appear to shy away from us implemen¬ 
tation. 

The latest development around the six- 
month old stalemate in Kanona Jute Mill in 
Howrah in West Bengal is an instance of 
bureaucratic apathy and political rivalry. 
Following closure of the mill by the man¬ 
agement on November 26 last, the workers 
took over the factory and started production. 
But the court, by a ruling, prevented them 
from selling the goods. Meanwhile, the 
workers organised under Sangrami Sramik 
Union (SSU) (unaffiliated to any political 
party) collected funds, set up community 
kitchens and paid token salaries to the 
workers. The CPI(M) trade union orga¬ 
nisation. the CITU, immediately started a 
slander campaign against the wofkers of 
Kanoria, accusing them of taking money 
from industrialists, a lie which was soon 
nailed by the workers. 

Following pressures built by mass support 
to the Kanona workers, chief minister Jyoti 
Basu finally agreed to sit with the Sangrami 
Sramik Union leaders on February 28, when 
he assured them of his co-operation in find¬ 
ing an early solution to their problems, 
including facilitating the sale of the finished 
goods lying in the factory. Soon afier this 
meeting, the SSU submitted a scheme for 
running the mill on a co-operative basis to 
the Board for Industrial arid Financial Re¬ 
construction (BIFR). It also accepted the 
BIFR proposal to tun the mill as a joint 


venture, where the workers’ co-operative 
would hold a 40 per cent ownership, and a 
private promoter the rest. A private promotern 
was also located. The BIFR has now appoint-” 
ed the Industrial Finance Corporation of 
India (IFCI) as the operating agency to 
negotiate. 

Given the slow pace of administrative 
functioning, the process of reopening the 
mill is likely to take a long time. The SSU 
has therefore suggested that the West Bengal 
government take over the mill on a tempo¬ 
rary basis and hand it over to the workm' 
co-operative so that production can be 
resumed immediately. But the state govern¬ 
ment continues to dilly-dally .'while the fate 
of4,000workers hangs in the balance. Basu's 
assurance on February 28 is yet to be 
followed up. 

The ruling Left Front itself seems to be'^ 
divided on the Kanoria developments. The 
CITU leadership has been consistently slan¬ 
dering the SSU, since its own union in Kanoria 
Jute Mill was rejected by the workns after 
it had failed to take up tteir cause. The CPI 
and other Left partners of the Front have 
unofficially extended their support and sym¬ 
pathy to the Kanoria workers. But, unless the 
CPI(M), which is the head of the ruling Left 
Front, shows its political will to expedite the 
process of settlement through a temporary 
take-over of the mill by the state government, 
as suggested by the SSU, no <Mher partner 
of the Front can make things move. There 
IS strong opposition to any move that might ^ 
vindicate the six-month long struggle of the 
Kanoria workers from a section of the CITU 
leadership, which is still smarting under the 
sense of humiliation suffered in Kanoria 
where the workers rejected its union. 

In fact, the Kanoria developments as also 
those in a few other crisis-ridden establish¬ 
ments in West Bengal (where too the work¬ 
ers have spumed their traditional trade umon 
leaders, both from the CPI(M) and Congress, 
who had failed to make the employers pay 
the workers their dues, reopen the factories 
or re-employ the retrenched workers, and 
threw up theirown independent unions which 
were prepared to adopt militant tactics like 
taking over of factories and resuming pro- , 
duction, as in Kanoria). sent a shiver down 
the spines of the squeamish, Marxist-tumed- 
Establishment trade unionists who were 
threatened with the dangerous prospect of 
displacement from their naditional labour 
enclaves. Instead of welcoming the Kanoria 
workers for taking a lead in solving the 
nagging problem of ’sick’ industries and 
helping them' to tun their mill, resume pro¬ 
duction and sell their goods, the West Bengal 
Left Front government, pressurised by the 
vested interests of the'ClTU and the vindic¬ 
tiveness qf some of its leaders, chooses to 
dawdle, on the convenient plea of adhering 
to legal and administrative procedures. For ^ 
the CPI(M) in West Bengal, sticking to 
bourgeois rules and regulations is now more 
important than protecting die interests of 
starving workers. 
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IN THE CAPITAL MARKET 


‘ Kotak Mahindra Finance 

ONE of the first Indian finance companies 
to have an independent set-up abroad, Kotak 
Mahindra Finance (KMF) has established a 
(00 per cent subsidiary christened Kotak 
Mahindra international in Mauritius. It is 
ai.to setting up its first office in Dubai and 
plans to set up offices in other international 
finance, centres. A leader in the financial 
services sector, the company has, for the 
second year in a row, achieved the highest 
net profit (Rs 42 crore) and market capita¬ 
lisation (Rs 860 crore) among non-banking 
finance companies (NBFCs). For the year 
1993-94 the company saw a 66 per cent rise 
in net profit over the previous year on a SI 
per cent higher total income. Further, the net 
profit figure for the last six months of 1993- 
94 was higher than the profit earned for the 
entire previous year. The company is a 
leader in bill discounting and its car finance 
division, itself a leader among NBFCs, dis¬ 
bursed Rs 100 crore in 1993-94. Its invest¬ 
ment banking group, which has a significant 
presence both in the local and international 
markets, has handled issues for such stal¬ 
warts as Dabur and Godrej Soaps in addition 
to handling euro-issues for Arvind Mills, 
Tube Investments of India, Garden Silk 
Mills and Tata Electric Company. KMF 
now plans to float a mutual fund for which 
It has received the necessary permissions. 
Recently it also entered into a memorandum 
of understanding with Goldman Sachs, one 
of the largest investment banks in the world, 
for investment banking activities. 

ICNET 

Following the signing of a licence agree¬ 
ment with the Department of Telecommuni¬ 
cations (DOT) in Japuary 1994, ICNET has 
achieved sales of Rs 2.9 crore in just three 
months. The company’s total income for the 
12 months ended March 1994 amounted to 
Rs 3.S crore while net profit touched Rs 1.3 
crore giving a net profit margin of 37 per 
cent. In addition to its existing eight centres, 
the company set up another nine centres 
extending its connectivity to other impor¬ 
tant cities and registered 1,900 subscribers 
during this period. Further, it commenced 
operations from USA and Canada and en- 
into a partnership with a prominent 
group in Muscat and expected to generate a 
revenue of Rs 2.2 crore in foreign exchange 
in 1994-95. The company now proposes to 
expand its operations to another S3 cities in 
arWtion to opening international connectivity 
to Great Britain, France, Germany, Swit¬ 
zerland, Sweden, Hong Kong, Singapore. 
g^Malaysia, Australia and Japan. In die cur- 
raw year ICNET expects to notch a total 
income of Rs 12.7 crore from Indian sub¬ 
scribers. Rs 1.5 crore as net contribution 
from its American operations and Rs 2.2 


crore as net contribution from its Gulf opera¬ 
tions yielding a net profit after tax of Rs 5.7 
crore. Apan from internal generation of 
funds the company also plans to tap external 
sources for its future plans. 


Haria Exports 

Haria Exports which is engaged in the manu¬ 
facture and export of garments (comprising 
men’s shirts, ladies skirts and shorts) at its 
two units in Vapi and Kandia, both inCujarat, 
was ranked 18th among garment exporters 
by the Apparel Export F^motion Council 
for 1992. It is a government recognised 
export house and the second largest manu¬ 
facturer of garments in the country under its 
own umbrella. The company, which has a 
good marketing network and overseas 
offices at Hong Kong, Nairobi. Dubai and 
New York, belong.s to the Haria group. The 
company now plans to expand its garment 
manufacturing capacity from the existing 
9.84 lakh pieces per annum to 14.12 lakh 
pieces per annum. It also proposes to up¬ 
grade its washing facilities in Kandia and set 
up a showroom-cum-marketing office build¬ 
ing in Bombay. For the year 1993-94 the 
company o|med a net profit of Rs 2.5 crore 
on a net sale of Rs 32.4 crore. To pan finance 
Its project the company plans to enter the 
capital market in Augu.st. 

Standard Surfactants 

One of the leading detergents and chemical 
manufacturers in the country. Standard 
Surfactants has completed its expansion 
programme leading to an increase in the 
capacity of its two units at Bhopal to 30,000 
mtpa each. As part of its expansion plans the 
company is setting up another unit at 
Mandideep in Bhopal to manufacture film 
sulphonation which is a surfactantive agent 
us^ mainly in the soap and detergent in¬ 
dustry. The plant, estimated to cost Rs 14.3 
crore. is expected to commence commercial 
production in the current financial year and 
willadd tothecompany’scapacityby 12,250 
mtpa of LABS or 19,900 mtpa of AOS or a 
combination thereof. To part finance the 
new project the company recently entered 
the capital market with a public issue which 
was oversubscribed. 

Firstohm India 

A joint venture between Frist Resistor and 
Condenser Co (Firstohm) of Taiwan and 
Rakesh Khanna, Firstohm India (FI) is set¬ 
ting up a 100 per cent expori-onented unit 
for manufacturing resistors. 'The EOU which 
is estimated to cost Rs 7.4 crore will have an 
installed capacity of 1,650 million resistors 
per annum and will operate as an offshore 


EPW Research Foundation 

manufacturing facility for the Taiwanese 
company. Firstohm will provide full techni¬ 
cal support including training of engineers 
and will be contributing up to 38 per cent of 
FI's post-issue equity in addition to supply¬ 
ing the necessary raw material at interna¬ 
tionally competitive prices and buying bade 
100 per cent of the company's production. 
The international scale plant is being set up 
at SEEPZ in Bombay and will have four 
production lines for 1/4 watt carbon film 
resistors, one line for 1/2 watt carbon film 
resistors and two lines for 1/4 watt metal 
film resistors. The first phase of the project 
has already commenced commercial pro¬ 
duction and the second phase is expected to 
go on stream in July this year when the 
company plans to enter the capital market 
with its public issue to part finance its 
project. 

World Digital Sound 

World Digital Sound (WDS) is setting up 
the country’s first export-onented unit for 
manufacturing compact discs at Noida with 
an installed capacity of 6.6 million discs per 
annum. For this purpose it has entered into 
a technical and financial collaboration agree¬ 
ment with Toolex Alpha of Sweden which is 
part of the renown^ Gnmaldi Industries 
AB of Sweden and has an installed capacity 
of more than 100 compact disc manufac¬ 
turing plants all over the world. The 
Swedish company will have a 15 per cent 
stake in the post-i.ssue equity of the com¬ 
pany and will buy-back up to .50 per cent of 
WDS’s production. The project, which is 
estimated to cost Rs 15.5 crore, is in an 
advanced stage of completion and is likely 
to commence production next month. To 
part finance the project the company plans 
to tap the capital market shortly with a 
public issue of 47.9 lakh equity shares of 
Rs 10 each at par. 

Flex Chemicals 

Part of the Flex group of companies. Flex 
Chemicals (FC) has been promoted by Ashok 
Chaturvedi. After establishing itself over 
the years in pouch-making activities, the 
company is now diversifying by setting up 
a project for the manulacture of pnnting 
inks and adhesives. The Rs 18.8 crore 
project is being set up at Ghaziabad in Uttar 
Pradesh and will have an installed capacity 
of 1.620 mtpa FC has entered into tech¬ 
nical collaboration agreements with Color 
Converting Industries of USA for manu¬ 
facturing'inks and with Sunkyong Indus- 
tnes of Korea for the manufacture of adhe¬ 
sives. To part finance its project the com¬ 
pany IS entenng the capital market with a 
public issue of I7.(X),000 equity shares of 
Rs 10 each at a premium of Rs 50 per share 
on June 13. 
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CUR|EIENT STATISTICS 
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The cwTent fiscal year has begun lo experience some morleralion i n lescrs e money growth betaust of a sharp rt duction in net K Bl s redit to the central govemmenl 
but the banks' deposit and non food ^vancc growth has accelerated There has ton a revival of activity in the shan markets f xports in dollar terms showec 
a 12 dpercentnse in April against 28 9 percent in Apnl last year while imports grew by 13 5per cent againstadecline of t bptrieni last year While agncultuie- 
baaed commodities and traditional gocids continue to dominaii exports increase in ihi share of capital goixls in impoits is likewise conspicuous 


Macroeconomic Indicators 
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Coat of Living Indices 
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Money and Banking (Rs crore) 1994 


_ _ _ _ Variation ( Per Cent ) _ _ _ _ 


1991 92 


Money Supply (M3) 453690 5466(12) 20124(46) 17443(48) 65827(179) 49344(155) 51653(194) 

Currency with the Public 91961 4779(55) 9763(11 9) 7880(11 5) 15159(22 2) 7175(11 7) 8050(152) 

Deposits with Banks 359669 2470(07) 10829(3 1) 6637(22) 50112(169) 41741 (163) 43392(20 5) 

Net Bank Credit to Govt 214152 2623(1 2) 10366(5 1) 11154(63) 27623(157) 17975(11 4) 18070(129) 

Bank Credit to CommI Sector 240593 -1583 (-0 7) 3390(1 4) 3836(17) 15577(7 1) 32141(17 1) 16225(94) 

Nm foreign exchange assets of the 

tNUiking sector 58133 3541 (65) 4406(82) 1278(5 1) 25912(I0T 8) 3747(177) 21205(100 4) 

Reserve Money (May 13.94) 147082 4690(33) 8460(6 1) 11974(108) 26577(24 0) 11274(11 3) 11726(124) 

Net RBI Credit to Centre (May 13,94) 98312 -1344 (-1 3) 1529(1 6) 13694(142) 1334(1 4) 2175(23) 5904(67) 

Scheduled Commercial Banks (May 13 94) 

Deposits 326413 2210(07) 12599(40) 7361 (2 7) 45242(168) 37814(164) 38216(198) 

Advances 167701 -1499 (-09) 4079(2 5) 4083(2 7) 11640(7 7) 26390(21 0) 9291(8 0) 

Non-food advances I56I9I 3805 ( 2 4) 3476(2 3) 1971 (14) 7476(5 1) 24317(201) 120922(84) 

Investments 142504 3945(2 8) 10111(7 6) -1076 (-1 0) 26737(25 3) 15460(17 1) 15031 (20 2) 
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1 Ptoda^ Hve aatanaU 

ddefly for food 

I409Q.2) 

448 

1562(2 7) 

642 

1843(2 9) 

636 

804(1 7) 

326 

917(2.1) 

511 

Maes 

304(0.8) 

161 

299(0 5) 

123 

316(0.5) 

109 

255(0 5) 

104 

481(1 t) 

268 

Caihewaula,'nw 
etude iiHHsialB inedibla oil 

431(0.7) 

137 

298(0 5) 

s 

122 

360(06) 

124 

267(06) 

108 

134(0 3) 

75 

except fliela 

3708(5.8) 

1182 

4482(7 8) 

1841 

4420(7 0) 

1526 

3268(6 8) 

1326 

336i(7 8) 

1375 

Peitiliaer etude 

353(0.6) 

113 

429(0 7) 

176 

458(0 7) 

158 

455(1 0) 

185 

347(0 8) 

193 

Metalifcn one and neial sen 

9 1137(1.8) 

363 

18000 1) 

739 

1792(2 8) 

61’9 

1175(2 5) 

477 

1528(3.5) 

852 

Mloenl foeli, lubriconct^nd I 

rehued maieiiali 

17831(28.0) 

5685 

16752(29 2) 

6881 

18532(29 5) 

6399 

14160(29 6) 

5744 

11606(26 9) 

6468 

Petroleum, etude and I 

products 

16542(23.9) 

5274 

15515(27 1) 

6373 

17153(27 3) 

5923 

1.3123(27 4) 

5323 

10816(25 0) 

6028 1 

Aniiiud nd vegetable oils* 1 

waxes and this 

148(0.2) 

47 

161(0 3) 

66 

174(0.3) 

60 

249(0 5) 

101 

326(0 8) 

182 

Cbetnicab-aiid relaled products 

8388(132) 

2674 

8382(14 6) 

3443 

8862(14 1) 

3060 

7526(15 7) 

3053 

5447(12 6) 

3036 

Otgamc chemicals 

2373(4 0) 

820 

173600) 

71.3 

1977(3 1) 

683 

1361(2 8) 

552 

1442(3 3) 

804 

Peitiliser manufactured 

1889(3.0) 

602 

1974(3 4) 

811 

2020(3 2) 

697 

1591(3 3) 

645 

1141(2 6) 

636 

Manufoctuied goods chiefly I 

classifled by materiab 

13619(21.4) 

4342 

11205(19 6) 

4603 

12349(19 6) 

4264 

919309 2) 

3729 

8638(200) 

4814 1 

1 Psarls, precioui/semi- I 

precious stones 

7839(12 3) 

2499 

6273(11 0) 

2577 

7011(11 1) 

2421 

4825(10 1) 

1957 

3738(8 7) 

2083 

Iron and steel 

2189(3 4) 

698 

1887(3 3) 

775 

2092(3 3) 

722 

1741(3 6) 

706 

1892(44) 

loss 

Non-feirous metals 

1357(2 1) 

433 

1050(1 8) 

431 

1118(1 8) 

.386 

819(1 8) 

340 

1102(2 6) 

614 

Capiod goods 

14770(23.2) 

4709 

11735(20 5) 

4820 

12926(20 5) 

4463 

10432(21 8) 

4232 

10465(24 2) 

5833 

Machiiiety except electrical I 

and machine tools 

3628(8 8) 

1794 

4227(7 4) 

17 36 

4866(7 7) 

1680 

3593(7 5) 

1458 

3768(8 7) 

2100 

Tiansport equipment 

2401(3 8) 

766 

1235(2 2) 

507 

13.36(7 1) 

461 

915(1 9) 

371 

1670(3 9) 

931 

Project goods 

3619(5 7) 

1154 

3.320(5 8) 

1364 

3460(5 5) 

1195 

3625(7 6) 

1471 

2.551(5 9) 

1422 

Others 

3933(62) 

1254 

2997(5 2) 

1231 

.3814(6 1) 

1317 

2220(4 6) 

900 

2431(5 6) 

1355 

TetsJ 63780(1000) 

20335 

57276(100 0) 

23527 62923(100 0) 

21726 

47891(1000) 

19411 

43193(1000) 

24073 

llkperte 

Paod sod live animals chlefiy 

for food 

9611(15.5) 

3064 

6930(14 7) 

2412 

7792(14 6) 

2690 

6861(15 6) 

2783 

4665(14 3) 

2666 

cashew keroels 

912(1.5) 

290 

683(1 4) 

238 

745(1 4) 

257 

672(1 5) 

272 

441(1 4) 

252 

Oil meal 

2066(3.3) 

659 

1299(2 8) 

452 

1539(2 9) 

531 

921(2 1) 

374 

609(19) 

348 

Marine products 

2214(36) 

706 

1556(3.3) 

542 

1743(3 1) 

602 

1443(3 3) 

585 

960(2 9) 

549 

Beveiates and tobacco 

125(0.2) 

40 

151(0 3) 

53 

158(0 3) 

54 

102(0 2) 

42 

70(02) 

40 

Crude imaerials. inedible oil 

3593(5 8) 

1146 

2392(5 1) 

833 

2831(5 3) 

978 

3022(69) 

1226 

2926(90) 

1672 

IrooJire 

1166(1.9) 

372 

969(2 1) 

337 

1102(2 1) 

381 

1435(3 3) 

582 

1049(3 2) 

600 

Minenl foels end lubrkants 

1147(1.8) 

366 

1241(2 6) 

432 

1379(2 6) 

476 

1022(2 3) 

415 

938(2.9) 

536 

Animal and vi^eiaUe oiis, I 

waxes and fott 

301(0.5) 

96 

130(0 3) 

45 

143(0 3) 

49 

169(0 4) 

69 

89(0 3) 

51 

Chemical and chemical products 

5369(8.6) 

1712 

37380 9) 

1301 

4253(8 0) 

1469 

4146(9 4) 

1682 

2722(8 4) 

1555 

Drugs, pharmaceuticalf | 

end fine chemicals 

1805(2.9) 

575 

1396(3 0) 

486 

1524(2 9) 

.526 

1550(3 5) 

629 

1014(3 1) 

580 

Dyes/huennediaies 

1037(1 7) 

331 

856(1 8) 

298 

958(1 8) 

331 

781(1 8) 

317 

442(1 4) 

253 

Plastic and linoleum products 

914(1.5) 

291 

374(0 8) 

130 

429(0 8) 

148 

276(0 6) 

112 

200(06) 

114 

1 Mamifactuiod products claisi- | 

fled chiefly hy material 

34686(55.8) 

11059 

27117(57 5) 

9439 

30516(57 2) 

10536 

23540(53 4) 

9549 

17085(52 5) 

9764 

Leather ud mfgs 

2386(3.8) 

761 

2289(4 9) 

797 

2512(4 7) 

867 

1984(4 5) 

805 

2566(7 9) 

1467 

leather footwear 

1354(2.2) 

432 

1067(2.3) 

371 

1181(2 2) 

408 

1143(2 6) 

464 

neg 

neg 

Gems and jewaileiy 

11000(17.7) 

3507 

7654(16.2) 

2664 

8839(16 6) 

3052 

6750(15 3) 

2738 

5247(16 1) 

2999 

Rubber mftl products 

736(1.2) 

235 

566(1.2) 

197 

6470.2) 

223 

287(0 7) 

117 

270(0 8) 

154 

Primary and semi-finished 1 

iron and Sled 

1190(1.9) 

379 

404(0.9) 

141 

431(0 8) 

149 

226(0 5) 

92 

189(06) 

108 

Connuyam fobrics/hiadeup 

'4338(7.0) 

1383 

3538(7.5) 

1231 

3929(7 4) 

1356 

3203(7 3) 

1299 

2100(6 5) 

1200 

Manmade yam. etc 

1217(20) 

388 

976(2 1) 

340 

1059(2 0) 

366 

821(1 9) 

333 

407(1 2) 

232 

RMG cotton incl aeoeasoties 

5479(8.8) 

1747 

4544(96) 

1582 

5210(9 8) 

1799 

3754(8 5) 

1523 

2642(8 1) 

1510 

Capital goods 

5605(9.0) 

1787 

4443(9.4) 

1546 

4985(9 3) 

1721 

4054(9 2) 

1645 

3087(9 5) 

1764 

Mnnufocture of metals 

1956(3.1) 

624 

1458(3.1) 

507 

1696(3 2) 

586 

1194(2 7) 

484 

819(25) 

468 

Machinery tad instruments 

1804(2.9) 

576 

1424(3.0) 

496 

1572(29) 

543 

1433(3 3) 

582 

1249(3 6) 

714 

Tianspoit equipment 

1641(2.6) 

523 

1356(2.9) 

472 

1519(2 8) 

524 

1224(2 8) 

496 

719(2 2) 

411 

Others 

1755(2.8) 

560 

1047(2 2) 

364 

1294(2 4) 

447 

1125(2 6) 

457 

971(3 0) 

555 

Electronic goods 

879(1,4) 

280 

561(1 2) 

195 

612(1 I) 

211 

654(1 5) 

265 

417(1 3) 

238 

Toitl 62181(100.0) 

(Hsutes in teackets are percentages to total) 

19825 47190(100.0) 

16426 53351(100 0) 

18421 

44042(100 0) 

17865 32551(100 0) 

18604 


Notts-. 0) Supencripi mimenl denotes month to which figwe relates, e |, supencnpt ^ stands for July (ii) Figures m brackets are percentage variations 
over the period specified or over the comparable period of the previous year (in) — means nut available 
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COMPANIES 


EPW Research Foundation 


5 YNTHBUCB iltfi CHEMICALS 

llireat fhni Imports 

SYNTHETICS ANDCHEMICALS which 
is engaged in the jnanufacture of synthetic 
rubber (SBR) and lattices of the butadiene- 
styrane type (also known as CR'S rulibers 
and lattices), styrene and butadiene saw a 
fall in iU profitablUty hi 1992-93. The 
continued recession in the automobile 
industry afbcted offtakdand the company’s 
net salM fUi by 2 par cent over the previous 
year. The government’s liberal import 
policy of Jlowing duty-free import of 
SBR against advance licences to exporters 
of tyres added to the company’s woes. 
Production'was also lower at 33.371 mt 
(36.098 mt) of rubber and S22 mt (360 mt) 
of styrenated phenol while sale in volume 
terms fell from 33.320 mt of rubber and 
64 mt of styrenated phenol in 1991-92 to 
31.606 mt and 60 mt, respectively. Increase 
in raw material cost and other bperating 
expenses led to a 9 per cent fall in opera- 
tlrig profit Interest charges rose by 3.3 
per cent while depreciation provision 
was higher by 18.4 per cent. However, 
the company managed to show « higher 
net proflt rnainly due to a higher non- 
operutlng profit and a zero tax provision 
in 1992-93. 

The company’s alcohol ^stillery was 
oommissioried in December 1993 a^ the 
unit's production was reportedly well 
receiv^ In the market. Further, the 
oonpany is also exploring the possibility 
of exports. Its expansion project which 
envisaged increasing its SBR capacity from 
the present 41,000 mtpa to 70,000 mtpa 
was expected to commence commercial 
production in the first half of 1994. To part 
finance the project the company entered 
thecapltal market in late 1993 with a rights 
iuue of equity shares in the ratio of five 
equity shares for every four held at a 
premium ofRs 23 per shue. With this the 
company’s equity capital has increased 
from Rs 11.2 crore to Rs 23.2 ciore. 

The customs duty reliefs received by the 
company in the 1M3-94 budget has been 
passed on to the consumers. Meanwhile, 
represenutions made by the company to 
the authorities against the liberal import 
policy led to a government notification 
under which only 9 kgs of SBR can be 
imported duty-free against the export of 
100 kgs of tyres. However, as the 
notification came oAly in June 1993 and 
as some time is exprrted to elapse before 
the SBR already imported is absorbed, the 
company’s performance in the first half of 
1993-94 was adversely affected. Thus, 
while net sales fell by 30 per cent to Rs 
40.8 crore, the company suffered a net loss 
of Rs 3.7 crate as against a net profit of 


Rs 3 crore in the corresponding period 
last year. 

KANORIA CHEMICALS 

Modernisatioii Yields 
Results 

Incorporated in 1960, Kanoria Chemicals is 
engaged in the manufacture of caustic soda, 
chlorine, chlorine products and other chemi¬ 
cals, jute goods, cloth and yam. Its two 
chemical divisions ate situated at Renukoot 
in .Uttar Pradesh and Ankleshwar in Oujarm 
while its synthetics division which was taken 
over from the erstwhile Anil Synthetics is 
situated in Ahmedabad. For 1992-93 the 
company’s improved performance has 
brought it back into the black with net sales 
rising by 16.8 per cent over the previous 
year and net profit tmiching Rs 4.2 crore as 
against a net loss of Rs 3 crore last year. 
Opoating profit rose by 8.8 per cent while 
gross profit rose by more than 230 per cent. 
The rise in gross profit, however, was 
mainly due to a Iowa non-operating loss 
in 1992-93 as against a non-operating loss 
of Rs 7.3 cnxe last year (mainly due to a 
one-time charge of prior years’ electricity 
liability). 

The modernisation programme carried out 
last year at its caustic soda plant yielded 
good results with reduced consumption of 
power. Productionofcausticsodawashigher 
by 9 per cent at 41,003 mt while that of 
benzene hexa chloride and stable bleaching 
powder was higher by 11.3 per cent and 13.9 
per cent at 18.0^ mt and 10,914 mt, respec¬ 
tively. Sale of caustic soda rose by 7.2 per 
cent in volume terms to 39,326 mt while that 
of stable Ueaching powder rose by 19.3 per 
cent to 10,632 mt Sale of lindane.also wait 
up with tte increase in production volume 
consistency in production of high qual¬ 
ity material. However, sale of benzene hexa 
chloride was lower at 16A68 mt as against 
17,036 mt sold last year. 'The year saw a 
Iowa production and sale of pentaerythri- 
tol, sodium formate, acetaldehyde and 
formalddiyde at the Ankleshwa division, 
which is being strengthened through back¬ 
ward and forward int(^ration by the addition 
of new product line^. Tile capacity expansion 
of the formaktehyde plam to 33,000 mtpa 
was commissioned only in Febniary 1993 
while the expansion of the acetaldehyde 
plant’s capacity to 3,500 mtpa was com¬ 
missioned in April. Tlie effects of the ex¬ 
panded capacity will be visible only in 1993- 
94. Production of cloth at the company’s 
textile division was Iowa at 30.3 lakh metres 
(56.3 lakh metres) and the difficult phase 
obtained in the textile industry led to a fall 
in sale to 49.6 lakh metres (53 lakh metres). 
The unrestrained raw cotton prices coupled 


with the sharp increase in costs led to f 
pressure on magins. Production and sale of 
yam on die othahand was higha at 6.2 lakh 
kgs (3 lakh kgs) and 6.4 lakh kgs (4.9 lakh 
kgs), respeedvely. The company’s exports 
were higha by 28 percent ova the previous 
yew at Rs 23.8 crore and it expects exports 
to rise signlficanUy in 1993-M (hie to the 
expanded capacity. 

Encouraged by the good results obtained 
from the modernisadem at the causdc soda 
plant the company has taken up anotha 
modernisadon programme tofiiitlm stream¬ 
line productitmandconserveenagy at various 
sections in the Renukoot division. Pkirtfaa 
it also plans to expand production capacity 
of lindane to 660 mtpa. Meanwhile the ISO 
lakh litres pa annum distillery project at 
Ankleshww is expected to be commissioned 
in the latta half of 1993-94. The company 
planned to finance its long-term woridng 
capital requirements and normal capital ex- 
poiditure through a rights issue of 41,10,300 
equity shares at a pronium of Rs ISpershare 
in the ratio of two equity shares for every 
one held. 

The company's four sul»idiaries, namely, 
Aetka, Pipri, Kanoria Agro Products arid 
Vidun Dealers posted higha net profits for 
1992-93. Aetka, the Iwg^st among them and 
a wholly-owned subsidary which has mo¬ 
dernised its jute mill and diversified into new 
products saw a rise in its exports to Rs 23.8 ' 
crore (Rs 18.6 crore) while turnova rose to 
Rs 68.9 crore (Rs 56.3 crore). The subsidiary 
has, meanwhile, wquired a textile unit under 
a manufacturing agreement and is moda- 
nising the same to make it export-oriented. 

For the 12 months ended March 1994 the 
company has proposed a dividend of 23 pa 
cem following a more than 60 pa cent rise 
in net profit. ’Die company expects its finan¬ 
cial pr^ormance to improve furtha as it has 
invested up to Rs 30 crore qva the last two 
years by way of capital expenditure. It is 
also setting up a captive coal-based powa 
plant at Renukoot in addition to proposing 
to fiirtha expand the capacity of its pesticide r 
divisimi alcmg With formulations. To finance 
the powa project and its expansion plans the 
company plans to raise capital through a 
Euro-issue or preferential allotment to 
foreign institutional investors (Fils) and 
mutud Ainds to the extent of Rs 100 crore. 

It also plans to offor preferential warrants to 
the promoters. 

MODI ALKALIES 

Higher Sales 

Modi Alkalies and Chemicals which is 
engaged in the manufacture of causttc soda, * 
liquid chlorine, hydrochlonc acid (100 pa * 
cent), stable bleaching powda, etc. has been 
promoted by the house of Modis (including 
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Synth and Kanoiia Mo-.'i Roche Dr Beck 

|ti Financial IndiCBton -Chem Chemicals .Alkalies _ Products and Co 

March March March Match March March March March March March 

1993 1992 1993 1992 1993 1992 1993 1992 1993 1992 


la m ma fty p r oprlatloM 

1 Net s^ 

2 Valne of production 

3 Tirial iname 

4 Raw materialaJktoiei and spares 
consumed 

5 Other manufacturing ^penset 

6 Remuneration to erqiloyees 

7 Other expenses 

8 Operating profit 

9 Interest 

10 Cross profit 
kl Dqneciation 

12 Profit before tax 

13 Tax provision 

14 Pn^ afier tax 
13 Dividends 

16 Retained profit 
LiabUltica/asscts 

17 Paid-up capital 

18 Reserves and surplus 

19 Long term loans 

20 Short tom loans 

21 Of which bank borrowings 

22 Gross fixed assets 

23 Accumulated depreciaiion 

24 Inventories 

23 Total assets/liabilities 
Mlacellancous Items 

26 Excise duty 

27 Cross value added 

28 Total foreign exchange income 

29 Total foreign exchange outgo 

Key fhumclal and performance ratios 
M) Turnover ratio Uales to total assets) (%) 
n Sales to total net assets (%) 

12 Gross value added to gross fixed 
assets (%) 

13 Return on investment (gross profit 
to total assets) (%) 

M Gross profit to sales (gross margin) (%) 
13 Operating profit to sales (%) 

16 ProHt before tax to sales (%) 

7 Tax provision to profit before tax (%) 

8 Predit after tax to net worth 
(return on equity) (%) 

19 Dividend (%) 

10 Earning per share (Rs) 

11 Book value per share (Rs) 

12 PfE ratio (bmed on latest and 
corteaponding last year’s price) 

13 Debt-«quity ratio (adjusted for 
revaluation) (%) 

M Short term bank borrowings to 
inventories (%) 

13 Sundry creditors to sundry debtors (%) 

16 Total remuneration to employees 
to gross value added (%) 

^7 Total remuneration to employees 
I to value of production (%) 

18 Gross fixed assets formation (%) 

'9 Growth in inventories (%) 


16320 

16621 

12159 

10408 

8229 

16864 

16970 

12187 

10601 

8298 

17273 

17266 

12511 

10895 

8397 

10288 

10028 

4252 

3968 

1405 

1741 

2085 

3737 

2867 

3597 

1232 

1173 

1049 

970 

305 

1945 

1726 

1610 

1377 

1295 

2049 

2254 

1863 

1713 

1795 

692 

670 

785 

688 

724 

1538 

1621 

1051 

295 

1316 

437 

369 

635 

598 

588 

1096 

1252 

416 

-303 

728 

0 

230 

0 

0 

0 

1096 

1022 

416 

-303 

728 

280 

280 

157 

81 

179 

816 

742 

259 

-384 

549 

1118 

1118 

822 

404 

1791 

4943 

4762 

7565 

7294 

630 

10732 

6435 

5792 

3820 

3288 

2684 

2377 

376 

697 

1448 

2554 

2182 

0 

0 

546 

25623 

21162 

16924 

14014 

8280 

14220 

14496 

4738 

3710 

2987 

4257 

3605 

2086 

1739 

795 

24629 

19694 

17285 

15765 

8996 

3013 

2839 

1197 

1078 

964 

3554 

3447 

2738 

1184 

2580 

0 

0 

2375 

I860 

1110 

5943 

3759 

345 

235 

138 

66.3 

84.4 

70.3 

66.0 

91.5 

83.8 

113 1 

83 5 

85.2 

IISO 

13.9 

16.3 

162 

84 

31 2 

6.2 

8.2 

6.1 

1 9 

146 

9.4 

9.8 

86 

2.8 

160 

12.6 

13.6 

15 3 

16 5 

21 8 

6.7 

7.5 

3.4 

-2.9 

8.8 

0.0 

184 

0.0 

00 

0.0 

18.1 

17.4 

50 

-39 ■ 

30 1 

25.0 

25.0 

20 0 

20.0 

10.0 

9.80 

9.14 

506 

-7.50 

406 

40.83 

35 49 

35 92 

45.77 

13.18 

3.6 

6.9 

12.8 

-11.5 

44 

235.1 

162.2 

196.1 

206.6 

139.3 

60.0 

60.5 

0.0 

00 

68 7 

46.0 

38.3 

l-^3.2 

177.1 

39 5 

35.2 

34.0 

38 3 

81 9 

11.8 

7.4 

69 

86 

92 

3.7 

25.0 

7.5 

35 6 

196 2 

_4 j 

18.1 

30.0 

20.0 

12.8 

22.1 


6730 

7110 

5804 

4173 

4141 

6709 

7277 

5772 

3859 

4223 

6851 

7345 

5824 

4303 

5195 

999 

4386 

3605 

2449 

3271 

3168 

195 

157 

283 

276 

210 

1332 

1154 

281 

250 

874 

705 

561 

808 

741 

1600 

727 

347 

482 

657 

469 

244 

181 

307 

273 

680 

477 

163 

175 

383 

497 

104 

108 

92 

89 

183 

373 

55 

83 

294 

0 

217 

36 

45 

90 

183 

156 

19 

38 

204 

179 

48 

24 

0 

116 

4 

108 

-5 

38 

88 

1791 

481 

481 

579 

579 

82 

725 

617 

1639 

1602 

4084 

495 

441 

218 

286 

901 

987 

796 

667 

855 

473 

969 

771 

133 

340 

8631 

1845 

1781 

1707 

1662 

2948 

1002 

943 

904 

813 

651 

1593 

1097 

1198 

1648 

7885 

3951 

3291 

3557 

3908 

833 

0 

0 

746 

485 

878 

2044 

1490 

774 

923 

871 

58 

29 

1047 

1576 

50 

633 

347 

540 

757 

85.4 

180.0 

176.4 

117 3 

106.0 

98.1 

264 5 

248 6 

1.34 5 

124.7 

10.2 

110.8 

83 7 

45 3 

55 5 

8.6 
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ModU Industries, Modi Rubber, Modi Spin* 
ning and Weaving Mills and Modipon). 
While the company’s net sales rose by 22.3 
per cent over the previous year, operating 
profit rose by 12.2 per coit and gross |»ont 
rose by 93.S per cent despite a S4.4 per cent 
rise in interest charges following a sharp 
increase in short-term loans. The rise in gross 
profit was mainly due to a non-operating 
profit in 1992-93 as against a loss of Rs 4.5 
croie (mainly comprising arrears of depre¬ 
ciation) in the previous year. Ptiither, a less 
than proportionateiisein depreciation charges 
led to a tour-fold increase in net profit. 
Despite the sharp riserin profitability the 
company did not raise die thvidend rate but 
maintained it at 10 per cent 

Production at the company's plant at 
Alwar in Rajasthan was higher at 39,781 mt 
(58,185 mt) of caustic so^ (116 per cent 
cap^ty utilisation), 40,751 mt (37,235 mt) 
of liquid chlorine (137 per cent capacity 
utilisation) and 10,083 mt (9,753 mt) of 
stablebleaching powder. Withdsecompany’s 
exports rising by 27 per cent over the pre¬ 
vious year, it has tiuuntained its position as 
the largest exporter of caustic soda flakes in 
the country. In addition it has also started 
exporting TCE and it expects a substantial 
increase in such exports in the coming years. 
The company has taken up Total (^ality 
Management (TQM) which is reportedly 
progressing well. It is also expect^ to re¬ 
ceive ISO 9002 certification shortly. 

Meanwhile the company’s energy saving 
pit^t was successfully commissioned as 
was its project for expansion of stable bleach¬ 
ing powder which was completed ahead of 
schedule and without any cost over-run. The 
caustic soda plant expansion by membrane 
cell technology which is in progress is 
expected to be commissioned by July 1994. 
The project which is being set up in technical 
coll^radon with Asahi Chemicals of Japan 
will reduce energy consumption by 20 per 
cent as compared to'the mercury ceil techno¬ 
logy. To part finance its expansion pro¬ 
grammes the company entered the capital 
market with a rights issue consisting of 
44.78418 equity shares along with an equal 
number of detachable warrants. 

The company earned a net profit of Rs 1.6 
crore on net sales of Rs 37.1 crore for the 
six months ended September 1993. 

r(x:hb moDUCTS 

Exit Roche 

Until recently a subsidiary of P Hoffmann- 
La Roche and Co (Roche), Roche Products 
improved its poformance in 1992*93. The 
company is engaged in the manufacture of 
a wide spectium bulk drugs and 
specialities at its (duiimaceuticals ^vision 
in Bombay and fine chemicals at its works 
in Thane. While the company’s net sales 
rosoby 22 5 percent over the previous year, 
apfdpoflionately lowerincrease in operating 


expenses led to a two-fold increase in 
operating profit. Depreciationexpenses were 
lower arid despite a relatively shiup increase 
in interest charges and tax provision, net 
profit soared by more than 700 per cent over 

1991-92. Despite the deceptive increase in 
prolUt^, profit margins continue to be low 
with net mfit margin at a mere 2.2 pwcent. 
The rise in net sales and profits was mainly 
due to the timely price revisims approved 
by the government at fairiy regular intervals 
towards compensalkm fm the rising cost of 
raw/packing materials and other iiqnits. The 
erratic and inadequate availability of 
vitamin C,amajorrawmaterialfbranumber 
of the company’s formulations, also affected 
operations and sales. Bxportt rose two-fold 
to Rs 58 lakh and the company raised the 
dividend rate to 10 per cent. 

Fbllowing the consistent proUems faced 
at the viUunin A plant which was installed 
30 years ago, the company shut down stages 
1 to 9 of production from A|vil 1993 in 
oidertocany out the necessary maintenance 
work which was expected to be completed 
in six to eight months. During the period 
of shut-down, it planned to maintain and 
even increase the production of vitamin A 
to the maximum capacity of last stage from 
imported acetiene for which it has received 
govonment approval. The final capacity 
after-debottlenecking Of speciRc stages is 
expected to reach nemy 90 nunu from the 
basic suge in addition to 40 mmu hrom 
imported acetrene. Effective from March 
1993 the company initiated the phased take- 
overofdistributionofVoltas’ pharmaceutical 
products throu^KHit the country. 

Meanwhile, Roche, the Swiss multina¬ 
tional, which diluted its holding in the com¬ 
pany from 89 per cent to 74 per cent in 1984, 
finally decided to end its 35-year association 
with the company by divesting its share¬ 
holding in favour of the textile tycoon, Ajay 
Piram^. 

For the first six months of 1993-94 the 
company suffered a net loss of Rs 1.6 crore 
on a net sale of Rs 34.3 crore as against a 
net profit of Rs 55 lakh on a net sale of 
Rs 33.3 crore in the corresponding period 
last year. 

DR BECK AND CO 

Fall in Exports 

Dr Beck and Co is engaged in the pro¬ 
duction of wire enamels and imimgnating 
varnishes and synthetic resins id its works 
in Pimpri (Pune) and Ankleshwar (Gujarat). 
The recessionary trends in the domestic 
market, intense competition, liberalised 
imports and rising costs of inputs adversely 
affected the working of Dr Beck and Co in 

1992-93. Though the company managed to 
maintunnet sain at the previous year’s level 
msimy through its markedng efforts and 
constant reviewing of its product mix, prof- 
OwKiiityfl^libastically.Whileupenitirfg profit 


fell by 26.6 per cent over the previous year, 
a sharp rise in interest charges led to a 54 
per coit fall in gross profit and though tax 
provisitMi was lowerby 30percent, net profit 
plummeted 1^ more than 80 per cent. The ’ 
rise in interest charges was despite the com¬ 
pany's low percentage of (Md to equity (9.8 
per cent) arid the fall in term loans over the 
previous year. AflerreceivingtheTop Export 
Award for its export poformance in 1991-92, 
the company’s export performance fell dras¬ 
tically in the very next year. Export earning 
which accounted for up to 37 per cent of net 
sales last yearfell by 34 per centand account¬ 
ed for only 24 per cent of net sales in 1992- 
93, mainly due to the uncertainties in the 
mtwhile Soviet Union and the resulting 
imbalance in bilateral trade. Despite declar¬ 
ing a 20 per cent dividend last year the fall 
in profitability this year forced the company 
to skip dividend. A reduction in the percent-1 
age of imported raw material to total raw 
matoial consumed from 72 per cent last year 
to 52 per cent proved to be the only silver 
lining in its performance in 1992-93. Bv«i 
the company’s paints project at Satara was 
adversely arfected due to shortage of funds. 

Meanwhile, for the first six months of 

1993-94 the company earned a net profit of 
Rs 20 lakh on a turnover of Rs 19.3 crore 
as against a net loss of Rs 1 crore on a net 
sale of Rs 15 8 crore in the corresponding 
period last year. 

JINDAL PHOTO FILMS 

Hi^er Profits ^ 

Jindal Photo Films is the largest playo- in 
the photographic goods business in the 
country and manufactures a wide range of 
products including colour paper,colourfiiffls 
marketed under the well known brand names 
Biji and Super Plus, medical X-ray films, 
cine colour positives, graphic art films, 
industrial X-ray films and black and white 
photo paper. The company has a well estab¬ 
lished distribution network comprising over 
a hundred dealers throughout the country 
and has a technical and marketing tie-up with 
Pdji Photo Film Co of Japan, a Fortune S(X) j 
company. 

For the year ended March 31, 1994 the 
company (Glared a total dividend of 40 per 
cent against a dividend of 30 per cent paid 
last year. sales for the pbriod rose by 
19.7 per cent over the previous year tt> 
Rs 262.4 crore while net pndit shot up by 
137 per cent to Rs 24.2 crore over the same 
peri^. Dadra, where the company’s unit is 
located has been declared a backward area 
under the eighth schedule of the Income 
Tax Act and with the amendment of Section 
80-IA of the Act through the Finance Act 
of 1994, the unit will enjoy complete tax 
holiday for an initial period of five years andi 
will be allowed a normal deduction of 30 peifili 
cent for an additional period of five years 
thereafter. 
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POUCy FOOTNOTES 


MNEs Are Adijusting Their Si^ts 

DNGkodi 

The MNEs have their own strategies for the highly competitive global 
market place and are impervious to the consequences ^ these strategies 
Ibr the specific economies diey happen to operate in. These consequences 
could be unpalatable for enqtloyment and for domestic industry and 
tervices. 


[X)W-WAGE devdoping countries have 
tttiacted many Multi-National Enteiprises 
MNEs) for the location of their production 
acilities. Technology is changing so 
Iramatically that the low cost of labour is 
kH necessarily an advantage; high-wage 
ikillediiqwtcanaddtothecost-effectiveness 
>f many a technology-intassive industry. 
Hiis is the M-out of the new flexible 
mduction technology that relies on a highly 
rained and motivated Ribour force. 
»ntinuou8 innovation and just-in-time 
ielivery of components, widi a flawless 
letwoik of transport and communication. In 
nany industries the share of low-skilled 
abour in production cost has been rapidly 
ailing—from around 23 per centin the 197te 
0 periiaps S per cent or 10 per cent toda^. 
Phis is the conclusion of a study by Charles 
tauui for the OECD Development Centre, 
fhe study also highlights another critical 
■dor wUch threatens to take low-wage or 
MO semi-skilled Jobs away from low-wage 
levelling countries. Increasingly there is 
l» important tendency to be as close to die 
astomets as possible and this is bringing 
bout movements within regions rather than 
cross tegions.InEuropeoperadons are likely 
> move away from Germany to Portugal or 
astern Europe rather than to Latin America 
r Aria. Producdon for the North Amoican 
urket is more likdy to move to die low-wage 
teas in the US and to Mexico. The low-wage 
conomies, even if they are uninhibited in their 
utward orientation policies, can have no 
ssuranoe of any permanent benefits. 

But the reform programme is not that 


Union and European FteeTYade Union. These 
companies employ more than 3.S million 
people and have annual sales of more than 
$ 464 billion. The expected job losses are 
in Prance (2,90,000). Italy (1,80,000) and 
Germany (1,40,000). The main industries 
concerned are telecommunications 
(2,68,000), energy (2,S0,(XX)) and transport 
07JOOO). The estimates are based on the 
experience of five British privatised indust¬ 
ries—steel, gas, airways, telecom and electri¬ 
city. The public undertakings in these five 
industries shed more than 3,00,000 jobs in 
the IMOs. The study further predicts that if 
lestructutingisspecially severe, 1.1 million jobs 
could be lost. Piivdisation, the study avers, is 
bound to becomeabigpoliticaiissuein Europe. 

For the highly ^veloped economies a 
small upward movement in the unemploy¬ 
ment rate becomesamatter of soiouspoUtlc^ 
and economic concem,cutdngacrDss political 
and academic affiliations. For the struggling 
economies undergoing tlw reform therapy, 
this is a pain and a burdoi they must team 
to bear. When you join the order of the 
Jesuits, you must accept its method: the 
argument and dialogue ate predetermined; 
if you wish to have the solace of getting the 
right answer, you must adjust to the right 
tiiethod. Fbr the MNEs, the prime movers of 
the reform process, the two policy prescrip¬ 
tions of globalisation and privatisation go 



hand in hand. They cannot remain content 
with wholly-owned subsidiaries or their 
affiliates; as they ate driven by competitive 
pressures to augment their assets and fortify 
entry barriers, their strategy to secure control 
over state undertakings, either direcdy or 
indirectly,'through association with local 
industry and business does make sense. 

in some of the key technology-intensive 
and technology- driven industries, theptocess 
of opening up and globalisation are iiiducing 
many MNEs to make their entry or to 
reactivate units which happen to be hoe. The 
benefits that are by and large accruing to the 
economy in terms of efficiency and 
producUvity are undeniable. TheMNEshave, 
however, their own strategies in the highly 
competitive global market place and the 
ruthless worid of competition cannot but 
make them impervious to the consequences 
of their strategies for the economies they 
operate in. More often than not, these 
consequences could be unpalatable and 
unacceptable, not only in terms of 
employment but their impact on the ordering 
of domestic industry qnd services. We have 
to guard against complacent policy stances 
which advocate growth at any cost, regardless 
of the consequences of the strategies of the 
global MNEs. Mature economies have 
resources to ride out the storm but for the 
developing economies any minor disturbance 
has the potential of developing into a crisis. 

Efficiency, productivity and employmetn 
are objectives to be simultaneously pursued. 
Thegamutofeurrent reform measurescannot 
ensure that; these have to be combined with 
a strong set of state interventionut measures. 
The countries which were swept off by the 
euphoria of reform are rethinking their 
strategies. Ifrat shift in focus appears vital 
for the survival of those polities; otherwise, 
globalisation and prtvatisation, in 
combination, would be a lethal medicine. 



4 e 


nmindftil of efficiency And productivity, 
rivatise the state-owned enter^ses and the 


STUDENTS 


roblem will solve itself. There will be pain 
titialiy but in the long run it will sort itself 
ttt. Will it? The stru^ing economies can 
■idly be effective in their protest, fi>r the 
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(NEs have to listen to the market and not 
> tales of woe. But then refer to the lecem 
indings of a few first-world research 
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istitute»-~Cambridge Eronometrics (UK). 
To institut fur Wirtschaftforschung 
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Btween 1992 and 1998,8.00,000 jobs will 
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COMMENTARY 


NEW DELHI 

Lessons of the Sugar Muddle 

BM 


The government administration, at the highest levels, has acted in a totally 
corded manner in deeding with a relatively routine problem: the 
periodic declirte in the production of sugar. The worst performance has 
been that of the mufh-vamted PMO which has made a h^it of interfering 
in the day-to-day fiinctioning of government ministries and departments 
and then disclaindng all responsibility when things go wrong. 


THE stHift in sugar prices has put the 
govemmept in a spot The cycle of bumper 
production of sugarcane and factory sugar 
followed by a rdadve decline is a familiar 
phenomenon. This naturally poses problems 
as regards both supplies and prices of factory 
sugar, in particular in urban areas. Never 
before, however, has the government been 
found to be so amiss in handling these 
problems which should ordinarily be 
relatively easy to manage. There is utter 
confosion and the internal wranglings and 
conflicts in the government are of a kind and 
scale never witnessed before. The result is 
that what might have passed for a muddle 
has become yet another scam with large 
administrative and political dimensions. The 
prime minister, howevo', continues to act in 
his characteristic evasive and dithering way. 
He has thus opened himself and the cotene 
over which he presides in this matter too to 
questions of competmee as also of integrity. 
Tlie much-advertised cohesion in the 
government, with Narasimha Rao firmly in 
the saddle, has been found in this matter too 
to be a myth which the managed media has 
lately been trying so sedulously to propagate. 

Narasimha Rao has promis^ to look into 
the files to And out what went wrong and 
fix responsibility. But he will take his own 
time to do this. There is no question of 
anything coining for several months from 
suchabuieaucraticprobe.ceitainly not before 
the stale assembly elections due to take piroe 
afew fflondis hence. Hie only considerations 
that weighs with Rao are of a short-term 
political-electoial nature. So far as ‘damage 
oontrol* measures are concerned, the only 
way Rao finds open to him is to arrange 
import of sugar in a hurry at prices which 
will give he^ profits to the international 
sugar cartel as weU.ps sugar traders and pro¬ 
ducers. Whatever'the cost in foreign 
exchange, wMchissupposed to be so plentiful 
that there is no hesitation in the government 
in squandering it, and whatever the subsidy 
from the exchequer which will be involved 
in its saleoftheimported sugar in the domestic 
market, imports of sugar is still being given 


top priority. It is a |»ty that the opposition 
parties, including the left parties, have also 
been persuaded to clamourforinstantimports 
to give relief to the ‘consumer’ and their only 
criticism of the government is that it delayed 
the imports and is now impoiting sugar at 
inices which have meanwhile spurted in the 
worid market The point that they miss is that 
the prices of sugar in the world market were 
jacked up by the international sugar cartel as 
soon as foe government of India decided to 
goforimports ratherthanjudiciously manage 
available supplies of domestic sugar and 
regulate its consumption and prices in the 
domestic market 

Routine Situation 

The fact, after all, is that sugar production 
in India touched a peak of 134 lakh tonnes 
in 1991 -92. The latest official estimate is that 
production was 98 lakh tonnes in 1993-94. 
This estimate has been arrived after a series 
of downward revisions which iiuiy actually 
need to be questioned. The carry-forward 
stock of sugar is estimated to have come 
down from 40 lakh tonnes at the close of 
1991-92 to 17 lakh tonnes at the start of the 
1993-94 sugar year in October 1993. There 
has been large-scale diversion of sugarcane 
to khandsari and gur even while sugarcane 
producers have enjoyed a price bonanza. The 
pressure on foe price of factory sugar, 
therefore, should not be seen in these 
conditions as too difficult to manage nor 
should it have led to a panicky reaction in 
the government of going in for large-scale 
imports at faiKy prices. The policy for the 
past many years has been to cope with the 
sugar cyclethiDUghthesystem of dual pricing. 
Apart—to start with two-thirds and in recem 
years of good production one-third—of 
available supplim (s sold through the public 
distribution sysm at fixed prices. The rest 
is allowed to be sold.in the open market to 
fetch market-determined prices. This 
arrangement has worked welt over the yev% 
without the excheqwr having to subsidise 
the consumption of sugar or large-scale 
impt^rts having to be effocted. Inchntry has 


been in a position to supply levy sugar a 
prices based on foe statutory price fix^ b; 
the central government for sugarcane. True 
the stale governments fixed cane {xices a 
higher levels, but the industry could recove 
these higher prices from the sale of sugar ir 
thh open market. It is ironic that undo’ tbr 
so^aUedmaiket-oriented liberalisation poiicj 
and notwithstanding the commitment tc 
eliminate subsidies, the government has iandet 
itadfinasituation where ithastoimpoitneari] 
amillionloiinesofsugarthroughpuUicageiicies 
in addition to whatever is impoiteS on privatr 
account, and bear a subsidy of as much Ri 
SOO crore on the imports if tl^ .are soU 
through the public distribution syriem. Those 
who are making the May in amstfng 
impoftt as foe prindpal Isiue of critidam of 
the government’s si^ poliqr tfi lafcini a 
narrow Wew in the name offoe consumer, 
essentially the urban middle class consumer. 

To start with, however, sugar producers 
and traders were allowed as early as in foe 
middle of March this year to effect duty-free 
impon of sugar under Open General Licence 
for sale in the open mraket. This was done 
when the price of sugar in the open market 
had just begun to rise. ‘The imports were 
supposed to uigment supplies in the open 
market and bring about a balance between 
demand and supply and thus protect the 
consumer. What tlK government failed to 
reckon with, under the spell of its so-called 
market-oriented policies,wasthattheimports 
were bound to be so wranged and releases 
in the open market so managed that they 
would only enhance the {Mofits of foe sugar 
producers and tiaders without giving any 
relief to the consumer. The imported sugar 
only swellpd the stocks with the sugar 
producers and traders and gave a boost to 
their profits. Import of sugar by public 
agencies to feed the puUic fosUibution system 
should have been considered as the only 
relevant measure to discipline the sugar 
market. But the international sugar cartel M 
in the meanwhile also jacked up prices and 
so import of sugar by thepublic agencies had 
to be at inflated prices, necessitating a large 
subsidy if the imported sugar was to be sold 
through the pidtiic distribution systera It is 
pointless to criticise food minister Kalpnath 
Rai fbr standing in the way of ‘timely” 
import of sugar by foe public agencies. He 
has advanced very go^ reasons for not 
allowing the Pbod Corporation of India to 
daifole in imports oL^ar. To begin wifo, 
the^ official pollqr was to effect imports 
through producers and traders. Subsequ^y. 
when the government decided in favo ur of 
impon by public agencies, foe STC was 
obviously the more competent agency than 
the PCI fbr the job. The STC first hesitated 
because the question of the subsidy on foe 
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sale of the impoited sugar had not been clari- 
Tied; su^issequenily it found it necessary to go 

I for dubious arrangements to import in a 
^ sugar already on the way to India on pri¬ 
vate account The way the sugar impM 
have been handled shows that notwithstand¬ 
ing the official hmg-up with private business 
as being‘efficient’, die government finally haa 
found it necessary to dragoon STC into the joh. 
Evidendy, the STC is not able to make pr^ds 
by exploitingthartagesinthematfcetin themn- 
ner of industry and trade after throwing some 
cnindis todonupt bureaucrats and poliddaoi. 

Squanderino Poreion Exchange 

Tlw sugar muddle has also highlighted the 
fact that the government is now ready 
generously, indeed recklessly, to spend 
foreignexchange reserves to meet the current 
consumption needs of the more articulate 
sections of population, especially the urban 
middle class, for purely populist reasons. It 
has been assiduously ‘sterilising* the inflow 
of forrign currencies in various forms and 
under a variety of arrangements and has not 
found it possible to invest them in thecreation 
of new assets and growth of the economy. 
Pbrinvestmcnt and growth, reliance has been 
placed entirely on foreign private direct 
Investment and the government has gone out 
)f its way to facilitate such investment. Indian 
mterprise in both the public and private 
lectors has been discouraged from mobilising 
esources, domestic and foreign, for stepping 
ip investment. This is considered inflationary, 
whereas spending exchange reserves on current 
xxisumpiion is preferred as anti-inflationary. 

Often it is even argued by political leaders 
uid administrators that a level playing field 
or domestic industry is not feasible if the 
low of foreign capital has to be kept up. 
Phis, of course, makes a mockery of the 
irinciple of competition which is supposed 
o the very basis of efficient operation of 
xonomic agencies, foreign as well as local, 
n the market. If indeed the purposeof market- 
iriented liberalisation is to increase 
competition, there is obviously little 
usdfleation for offering more favourable 
erms for foreign capital than are available 
0 Indian capital. The objective of bringing 
ndian industry up to global standards has 
n this process been discarded and official 
■olicy is now frankly concerned only with 
rearing conditions for attracting foreign 
apital, as a substitute for rather than as an 
idditive to domestic resources, for 
levelopment. Foreign capital is being relied 
ipon to displace public sector industrial and 
ommercial enterprise and occupy the 
ommanding heights of the economy under 
tate protection and with state assistance and 
without having to face competition from 
ndian enterprise, in the public and private 
ectors. In the case of the consumer goods 
ector as well the same policy is gaining 
scendancy and will come to prevail sooner 
ither than later. The preference for import 


of sugar to manage supplies and prices is not 
at tfl surprising in this context. 

The sugar muddle is not a case of 
nuriftmetioning of the government and its 
administrative machinery. Whatever has 
transpired in the regulation of supplies and 
prices of sugar has been directly influenced 
by concerned interest groups. Ministers have 
taken positions without a semblance of a 
coherent and collective view of the issues 
at stake. If the food minister, Kalpnath Rai, 
has been eager to promote the interests of 
the sugar industry and the agriculture minister, 
Balram Jhakhar. those of cane growers, 
Manmohan Singh has been concerned with 
me bunien of subsidy on the sale of impoifed 
sugar under the piddic distribution sysl^ 
Commerce minister, Pranab Mukheijee, was 
reluctant to undertake imports without clear 
directives as to the sale of imported sugar 
in the domestic mvkin. The upshot has been 
dithering by ministers and senior bureaucrats 
out of which foreign suppliers and local 
traders have extracted large profits. Even the 
legitimate interests of cane growers and the 
sugar industry have gone by default, let 
alone those of consumers at large. It is still 
a matter of argument within the government 
whether the sugar imported by STC will go 
into the public distribution system dr a large 
part of it will be attempted to be pushed into 
the open market to minimise the subsidy. 

The institutional set-up of the govemmice 
has been visibly strained in what should have 


been a relatively simple matter of efflcieni 
management of the supplies and prices in the 
face of a drop in the production of factoiy 
'SUgar,eva) though there was notary shortfall 
in the production of sugarcane. The dual 
pricing system was, in these conditions, an 
efficient arrangement for keeping the sugar 
maiket relatively calm and under meaningftii 
social control. Judicious regulation of sugar 
releases for the public distnbution system 
and for sale in the open market could have 
kept prices of sugar undercheck and obviated 
the need for imports. But the government 
administration, at thehighest levels, has acted 
in aconfused manner. The worst performance 
hatbeentMtofttemichinuaBdPMdwIikli 
has made a habit of interfering in the rfaqr- 
to-day functioning of ministries and depart¬ 
ments and then dsclaim all responsibility 
when things go wrong. The row over the 
move by a bunch of senior bureaucrats, in 
which the hand of the PMO has been widely 
and ri^tly discerned, to involve the Fbod 
Corporation of India in the import of sugar 
bypassing the minister-in-chtfge, which 
l6dpnath Rai scotched is a matter of public 
concern and needs to be thoroughly probed. 
The admission that the prime minister had 
called ftir the Import of sugar just before his 
departure for the IIS and the subsequent denial 
by the PMO of involvement in dragging the 
FCI into the arrangements for effocting the 
imports have emphasised the casual ifianna of 
ftinctieningofthe prime miiiisier and his office. 
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WESTBENGAL 

Bankrupt Landlord’s Bailiff 

AjitRoy 

The perceived correlation between Jyoti Basu’s summer vacations abroad 
and convulsions in West Bengal may perhaps be viewed as an objective 
testimony to the chief minister’s crisis-management talents. Be that as it 
may, the distinguishing features of this season’s eruptions are their 
multiplicity and the clearly exposed roots of some of the issues in the 
existing socio-political structure. 


WESTBENCAL chief ihinister Jyoti Basu's 
recent trip to North Korea andChina has been 
mailced by the usual phenomenon. His by 
now fairly regular summo' vacations abroad 
are goieraliy followed by serious turmoils in 
his domain. This perceived correlation bet¬ 
ween his absence from and convulsions in the 
suue may perhaps be viewed as an objective 
testimony to his crisis-management talents. 
Be that as it may, the distinguishing features 
of this season’s eruptions are their multiplic¬ 
ity and the clearly exposed roots of some of 
the issues in the existing socio-political struc¬ 
ture itself. 

Two of the more dramatic turns of events 
concerned the working class, supposed to be 
a special concern of the CPl(M). On May 9, 
Texmaco, a large steel-fabricating enterprise 
owned by the Birlas and having a good 
rapport with the CPI(M)’$ ClTU-led union, 
came out with the announcement that its 
wagon-making unit employing about 3,000 
wooers would suspend operation from May 
15, while two other divisions employing 
around 1,000 workers would be closed down 
from June I. All this, because the govern¬ 
ment of India's Railway Board had placed no 
orders with the company even though its 
budg^ for the year had made provisions for 
making 18,000 wagons. The spokesperson 
for the management further said that it had 
failed to pay the previous month’s wages to 
the woikers. He paid a tribute of sorts to the 
trade union leaders for their considerate con¬ 
duct. “I am grateful”, he was repotted to have 
said, "to the trade union leaders who have 
maintained peace and tranquillity. The work¬ 
ers could have run riot. This will lead to 
industrial havoc and vitiate the entire indus¬ 
trial atmosphereofWest Bengal and severely 
damage its prospects of attracting irtvest- 
menu." 

While holding the ‘political conspiracy* of 
the central government responsible for the 
factory's crisis and at the same time blaming 
the management for the illegal suspension of 
work, the CI^(M)-controII^ union spokes¬ 
person also ended by concedmg that the 
management had “difficulties too”. 

The seriousness of thisdevelopnwnt arises 
from the fact that the eight wagon-making 
units of this state give direct employment to 
about 50,000 woAers. It needs to be men¬ 
tioned here that it was the cnsis of this 
industry in the mid-60s that had set oft the 


sharp decline of industrial activity in West 
Bengal, from the repercussions of which die 
Slate has never fully recovered. 

While the leaders of the CITU union pro¬ 
posed a gradual build-up of the movement to 
lead to a strike in the wagon industry, its 
leaders made it a point to declare that they had 
no immediate plan for launching a rail-roko 
agitation to reidise their demand. 

‘Rail roko’ being a very sensitive issue for 
the ‘law and order’ functions of the Left 
Front government, a threat to resort to this 
action led to a more drastic denouement at 
another spot in the state. The next day. that is, 
on May 10, the independent Shramik Sangram 
Samity ^SSS) of the Kanona Jute Mill work¬ 
ers had to pay the penalty for its indifference 
to this sensitive issue for the Left Front 
government. The SSS leaders had been on 
hunger strike since May 3 as a run up to the 
contingency of rail roko for realising their 
demand for the reopening ot their closed 
mill. As the D-Day was neanng, in a suipnse 
move the stale police swooped down upon 
the SSS leaders at the dead of night. Facing 
resistance, the police resorted to laihi-charge 
and firing of teargas shells Along with the 
fasting union Icadcis, dozens of workers 
were also arrested, the union booths were 
demolished and prohibitory orders issued 
banning assembly in the area 

This deepened the crisis Not only was the 
police action condemned by the large seg¬ 
ment of Left opinion which had rallied in 
support of the Kanona workers from the 
beginning of the struggle, it also revealed 
senous nfts within the Left Front. Though 
Jyoti Basu was reported to have justified it 
from the Nonh Korean capital, spokesper¬ 
sons for the CPI's AITUC. Forward Bloc’s 
TUCC and RSP’s UTCC critici.sod the police 
action as a gross violation of the Ixit Front’s 
declared policy of non-intertcrcncc with 
peaceful trade union struggles 

As the arrested SSS leaders continued their 
fast in spite of their confinement in hospital 
under police custody, the government seemed 
to be at a loss about its next .step. Ultimately, 
after some parleys its emissanes were able to 
am ve at some vague compromise. The union 
demanded a loan of Rs 70 lakh for running 
kitchens for the unemployed workers and 
their families till they succeeded in reopen¬ 
ing the mill. Whether the state government 
agreed to the proposal is not clear, but it 


promised to co-operate with the union in 
moving the high court for securing the re¬ 
lease of the finished products within the miliil 
for sale and using the proceeds to meet the 
workers' claims. 

The state government’s constraints should 
not be under-estimated, its rather straitened 
circumstances apart, it could not set a prece¬ 
dent of cash loans likely to spark off similar 
movements in dozens of factories in the jute, 
engineenng and other industries in about the 
same situation as Kanoria. Neither is it in a 
position to browbeat nor vigorously repress 
the Kanona workers 

While these two develof^nentt were but 
the manifestations of deqi cnsis of the state’s 
two leading industries—jute textiles and en- 
gineering-^e decay of the state’s infra-' 
structure in some areas was brou^ home, 
when the lawyers practising at the police' 
courts of Howrah and Alipore, the first being 
the twin city and the second virtually a part rrf 
the state capital, started boycott of the courts 
and even the hi^ court advocates abstained 
from work for a day in sympathy. The 
lawyers i weredemanding safer accommoda¬ 
tion for the courts as the present dilapidated 
structures were condemned as unsafe. 
Ultimately the agitations were with^wn 
when the government promised some 
substitute accommodation for the present 
andatime-boundprogrammeof construction. 

This period also witnessed a minw distur¬ 
bance in the Jadavpur Univeisitjl (JU), in 
south-east Calcutta, centring aroiuid a ^s-, 
pure between a section of students and the 
teachers. Tlien there is the annual visitation 
of gastroenteritis in the metropolis. 

The engineering students of JU declared an 
indefinite fast while the teachers protested 
the alleged victimisation of one of their etd- 
leagues. There was also a minor clash be¬ 
tween supporters of the two camps within the 
campus. While one is not fully informed 
about the JU affairs, the minor epidemic in 
Calcutta may certainly be held as a product of 
the poor condition of the city’s water supply 
system, in which the old arid leaking water 
mains and sewer run side by side, le^ing to 
inter-flow of the two streams on occasions. 
The^rennial resource scarcity of the Calcutta 
Municipal Corporation precludes any radical 
solution of the problem. 

The basic factors giving nse to popular 
discontent and unrest may not always be due 
to direct or deliberate defaults of the state 
government. They may often betheresultsof 
national policies, more particularly inequita¬ 
ble or injudicious use or misuse of the ex¬ 
tremely scarce resources of this poor country 
and class policies of the ruling circles. The 
state government, under the present dispen¬ 
sation, lacking as it <(toes any control over 
basic decision-making, is, however, saddled 
with the responsibility of managing enses 
arising for .systemic detaults, including on 
occasion pacification of irate subjects. This is«; 
similar to the role of a bailiff of a bankrupt but 
prodigal landlord, who however has to man¬ 
age the estate of an absentee landlord! 
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FUUi Pay Onmnission: On the 
BeatoiTk*ack 

KPJoMph 

Not much thinking has apparently gone into drafting the terns of 
Terence of the new Pay Comtmssion. Though ihe problems of pay 
determination now are rather different from those faced by the government 
ten years ago, what has been done is to blindly copy the wording of the 
last Pay Commission 'j terms of reference. 


THE ntth Central Pay Commission was 
appointed by the government of India on 
April 9. mainly to consider the revision of 
the pay and allowances and the pension of 
central government employees. It is 
customary in the central government to 
have Pay Commissions at intervals of 
approximatdy 10 years. 

The timing and terms of reference of the 
present Pay Commission would seem to be 
rather odd. Central government employees 
are now fully compensated for the increase 
in the cost of living by half-yearly increases 
in dearness allowance. The total expenditure 
on salaries of central govonment employees 
other than those in the defence forces this 
year is estimated in the budget to be Rs 6^760 
crore and the dearness allowance Rs 8,700 
oore. It cannot be argued that the central 
govermnent employees suffer much hardship 
because of higher cost of living. But it win 
be evidem to anyone who has looked at this 
year’s budget documents that the central 
government is entering a pmod of serious 
financial difficulties. The fiscal deficit fiiis 
year is estimated to be Rs 34,913 crore; the 
paymem of interest on debt (expenditure 
over which parliament has no control as it 
is a ‘charged’ item under the Constitution) 
is the astronomical figure of Rs 46,000 
crore—twice the entire defence budget. It 
is perhaps not necessary to cite figures to 
show how noi-plan expenditure is edging 
out plan expenditure, as most people are 
aware of this alarming trend and government 
is constantly ^ralogetic but helpless about 
it. Only a few years ago both the fiscal deficit 
as well as the interest on debt were well 
below Rs 10,000 crore. The expectations of 
the central government employees from the 
Piy Commission ate bound to be great and 
thm is no doubt that the recommoidations 
will add to the financial .burden of 
government, which is almost unbearable now. 

Not much intelligent thinking has 
apparently gone into the drafting of the 
terms of reference of the new Pay 
Commission, which is the work of the 
expenditure department of the finance 
ministry. In government precedent nmtters 
a lot What has been done is to blindly copy 
the wording of the terms of reference of 


the Fourth Pay Commission. Due to the 
possible shrinking of the public sector 
because of disinvestment and the eco¬ 
nomic reforms policy and the increasing 
demands of state government employees 
for pay parity with their colleagues in the 
central government, the problems in pay 
determination now would terather different 
from those faced by the government ten 
years ago. There is no sign that the finance 
ministry was aware of this, when drafting 
the terms of reference. 

There has been no effort so ftu- to evolve 
evoi the rudiments of a national wage policy 
in India nor any systematic effort to study 
the wage problem. A quotation from the 
Report of the Fourth Pay Commission (1986) 
will help us to understand the extent of the 
vacuum that exists in this field: « 

We thought of having advice of some of the 
professional institutions on wage and salary 
matters. We wanted to know if any study 
had been undertaken on salaries and wages 
of employees in general and on problems 
of pay of central government employees in 
particular. But no such studies were available. 

Tlie literature available to the Fourth Pay 
Commission about what other countries were 
doing ^ut pay determination was so scanty 
that it had to take the assistance of the 
ministry of external affairs to obtain material 
from abroad. Information was received from 
10 countries, including Britain, the US, 
Pakistan, Russia and Nigeria. A reading of 
the report, however, shows that only 
information received from Britain was used 
and that much of it was only of historical 
interest (like the report of the Tomlin 
Cuiumission of 1931) and had no practical 
application or relevance in Indian conditions. 
Parts of the report that discuss the abstract 
principles of pay determination border on 
the naive, like the following passage: 

As is well known, next to rainfall, the most 
important factor contributing to the hai^ness 
of people in our country is efficient 
administration. And that cannot be secured 
without a satisfactory pay system. 

The Fourth Pay Commission was of the 
view that the mote money the government 


pays to Its employees, the harder will thQi 
work. Its reepmmendations for higher pay 
and allowances were completely accepted 
by the government but notxxly has claimed 
that productivity m government has improved 
as a result. 

The Fourth Pay Commission tried to make 
up for the lack of data and information 
available to it by inviting interested 
organisations to submit memorandum 
containing their views on matters covered 
by the terms of reference. The commission 
received 8,3(X) memoranda. To supplement 
this effort, the commission later issued a 
questionnaire to mote than 2,400 organisa¬ 
tions and individuals. The questionnaire 
contained 124 main and over 70 subsidiaiy 
questions calling for information on a 
bewildering range of points. To say the least, 
it is a bizarre document. A few examples 
cbo'sen at random will help to convey its 
flavour: 

(1) What is your assessment of the state of 
the national economy? 

(2) Whatisyourassessmcntoftheresources 
of the central government? 

(3) Can you suggest a practical and reliable 
method for assessing the government’s 
capacity to pay its employees? 

The Fifth Pay Commission has already 
issued invitations for submission of 
memoranda which have to cover each item 
in the terms of reference separately, on 
computer floppy or in seven copies. 

There is every possibility that, as in the 
invitation for memoranda, the Fifth Pay 
Commission may try to do what the Fourth 
Pay Commission did and issue a long 
questionnaire. It is to be earnestly hoped 
that the questionnaire will be a much shorter 
and less rambling document meant to elicit 
relevant information. One can easily 
imagine the mountains of unnecessary* 
paper that will pile up in Delhi if the Fifth 
Pay Commission also goes in for a 
questionnaire of the old type. 

It is to be doubted if study of ways to 
improve the efficiency of government is a 
legitimate task of a Pay Commission, as the 
terms of reference would suggest. The 
recommendations of the last Pay Commission 
about increasing pay and allowances of the 
employees were not only accepted and 
implemented in full but some additional 
concessions were also given, according to 
the annual report of the finance ministry 
coveringthe period. The lastPay Commission 
itself said at the end of chapter 7 of its report 
that pay increases have “to be fair from the 
point of employees as well as the people they 
serve”. While considering the recommenda¬ 
tions of the last Pay Commission, the 
government of India completely ignored 
this and did not implement important 
recommendations like the following: 

(1) Reducing proliferauon of posts at the 
senior level like Director General of 



Police and other departmental heads 
created for “the benefit of an employee 
or class of employees" or to relieve 
“stagnation". 

(2) Reduction of surplus personnel in all 
departments. 

(3) Dealing with the increasing lack of 
integrity amonggovmmentemployees. 

(4) Reviewoftheschemeofbonuspaymenis 
in government departments. 

(5) Review of the woiting houn. 

Due to the failure of the government to 
take measures to deal with any of these 
important recommendations, the position has 
deteriorated alarmingly in each of the areas 
mentioned above. 

A single instance of {X'oliferaiion of posts 
at senior levels directly under the rmmstry 
of finance, which figures in its annual report 
placed before paritament, will help us to 
understand how senous is the problem. Th«e 
are over 300 posts of the rank of 
Commissioner of Income Tax and above 
under the Board of Direct Taxes. The 
corresponding number of posts in the Board 
of Indirect Taxes is only about 130. The 
Board of Direct Taxes collects only 13 per 
cent of the total revenue according to this 
year’s budget; the Board of Indirect Taxes 
collects 36 per coit. The number of Income 
Tax Commissioners for assessment is over 
100 and the number of Income Tax 
Commissioners (Appeal) over 140. 
According to a recent newspaper report the 
Board of Direct Taxes itself admits that tax 
evasion would be around Rs 30,000 ctore; 

All over the country in almost every 
department of government, both central and 
state, a similar cancerous growth in the 
number of departmental heads can be seen. 
Neither this nor the other four issues raised 
by the last Pay Commission and mentioned 
e^ier can be solved in a short time. But it 
is unfortunate that nothing has been done 
by the government to examine them or find 
solutions. 

It is but natural that these very issues will 
find a place in the report of the Fifth Pay 
Commission also as th^ are the root causes 
for the growing inefficiency in government 
and the alarming increase in non-plan 
expenditure, instead of turning a blind eye 
to ail this, it will be far better for the finance 
ministry to set up a cell to consider these 
matters now and suggest a workable 
timetable to solve tlwm to a substantial 
degree. They should not find a place in the 
report of the Fifth Pay Commission. The 
taxpayer has a nght to insist on value for 
money, which he is certainly not getting 
on the additional financial burden due to 
the implementation of the last Pay 
Commission's recommendations. 

At the time of independence there was 
wide disparity between the pay scales in the 
central and state governments Thisdispanty 
increased when the public sector grew in 


size and many of the public sector units 
increased salaries in spite of occasional 
instructionstothe contrary from government. 
But in recent years the umons in the central 
and state governments and the public sector 
have succeeded in levelling down the 
differences in the rates of salary. The 
implementation of the recommendations of 
the last Pay Commission’s report itself gave 
rise to a senes of strikes and agitations in 
some states for higher salary. 

In an extreme case like that of Kerala, the 
Congress Party itself promised in its election, 
mamfesto in 1991 that, if it won, pay parity 
with central government employees will be 
given in the state government. This was 
done at a time when the employees of Kerala 
government enjoyed perks not availaUe to 
central government employees. Congress 
won the election. To the higher rates, 
the state government pleAded before the 
PinanceCommission recently that the central 
govemrnent should meet the additional cost 
for giving pay parity. There are constant 
agitations going on all over the country 
because of the difference in salary rates 
between governments. 

To find a practical solution to this difficult 
problem the chief minister off Ktmataka 
wrote to the prime minister, while the work 
of the Fourth Central Pay Commission was 
in progress, suggesting a meeting of all 
chief ministos to find a common formula 
for pay determination. Unfortunatdy the 
government of India turned down this 
reasonable suggestion saying that each 
government was competent to prescribe the 
pay scales and allowances of its employees. 
This was very short-sighted; much loss of 
working hours could have beoi avoided if 
some rough undostanding was arrived at 
between the various governments and the 
unions. Itwill be sensible for the government 
of India to have another look at the letter 
of the chief minister of Kamtfaka to the 
prime minister and come to some general 
understanding about salary rates. This has 
to be done early enough so that the Rfih 
Pay Commission can make use of it in fram¬ 
ing its recommendations. 

India is the only big country in Asia that 
has a five-day week for government 
employees. With the inadequate public 
transport in our cities and the large number 
of women employees who have to attend 


to their children and their problems, it is 
inevitable that working hours cannot be 
rigidly insisted on in India as in the 
developed countries. A study conducted 
by academics in Maharashtra some time 
ago showed that productivity has declined 
as a result of the introduction'of the five- 
day week in the Maharashtra government. 
This central govonment has not conducted 
any studies. To a question in pariiamoit, 
the government reply was that there is no 
proposal to reconsitter the decision about 
fiv^ay week as there is no demand from 
theemployeesi Working hours are certainly 
linked to the rates of remunrfation and 
have to be agreed upon between employer 
and employee in such a way that the 
interests of the taxpayer do not suffer and 
that he does hot have to pay more for less 
work. 

Other than those who actually de^ with 
the immense load of work that results from 
, the implementation of the recommendations 
of a Pay Commission, nobody can have any 
idea of how laborious it is. Some of this is 
due to giving retrospective effect to the 
benefits, necessitating extensive recalcula¬ 
tions. Another reason is that the existing 
regulations about salary and allied matters 
are extremely complicated. The most 
important of these is a manual called 
‘Fundamental Rules ’, which came into force 
not long after the first world war and which 
was designed by the &ig]ishman to effect 
the maximum economies during a time of 
financial difficulties. Some of the rules like 
Fundamental Rule 22 are so complicated 
that it has become something of a science 
in government offices to interpret them. 
These rules can be simplified very 
considerddy and without much effort. The 
way increment or efficiency bar is operated 
is also cumbersome. Making necessary 
changes in all this together with the avoidanoe 
of retrospective effect for benefits given by 
the Pay Commission to the extent possible 
would be an immense saving of labour and 
mon^ in government. 

But has the finance minittty the necessary 
skills and the will to undertake these unusud 
tasks? Postponing decisions on these issues 
would be a sure recipe fw bigger budget 
deficits, less productivity and an invitation 
to all state government employees to take 
to the warpath. 
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KARNATAKA 

furdens vS Interpretation 
Hie case of Kaimappa 

Sodha Sitaraman 


The shameful incident in Kolar district of Karnataka of forcing a dalit to 
eat his own excreta, as a punishment for Ms alleged offence of verbally 
abusing an upper caste political leader, and the responses it has aroused 
reveals the hypocrisy of the state, the police, the political leadership of all 
parties with regard to the social location and the rights of dalits. 


HARATl, a small village in Kolar district, 
of Karnataka, hitherto lemote topographically 
has become the site of a major political 
ion in thelastcoupleof months. There 
are several reasons for this. The shameful 
incidoit of forcing a dalit. Kannappa, to eat 
his own excreu took pliM in this village thus 
upsetting the complacent notions of absence 
of human rights violations, except as being 
‘aberrations to the rule’, as ‘reactive* or as 
being ‘mishaps’ in the country. That there 
prevails a high dalit consciousness in the 
district turned out to be a myth. Soon after 
the incident was reported in the prns Dalit 
Sangharsha Samiti (DSS) issued a press 
statement denying the very occurrence of the 
incident Adding to all this was the total 
inertia of the opposition parties to make this' 
issue, as is customary, in spite of this 
ng an election year.after an initial murmur 
created by Janata Dal. 

In the last few months there also emerged 
many versions of the incident Hm various 
versions of the incident arc directly 
proportional to the number of people who 
have deliberated on it-Where don one stand 
on the question of Harati? A provocative 
question, but an interesting one against the 
widebadtgtoundof versions. Apart from the 
press which gave wide coverage to the 
incident there were nearly 10 statutory and 
non-statutoiy bodies that sent fact-finding 
teams to look irtto the truth value of the 
id«it, all of whom came up with different 
kms or interpretations on the incident. 
One of the effects of these has been a 
discovery that there is no one point of view, 
no vantage, no perspective available like an 
Archemedian principle. So ideologically 
saturated is Harati that any one who comes 
to deal with it, even superficially, has to take 
apositionandilefendaninteresL Tbegeneral 
imagery used to represent the incident 
especially by the press and to some extent 
other organisatirms has been ‘conflicting 
f^iorts on Kcdar incident*. 

Concern over the very occurrence of dre 
meidem became almost chronic when DSS, 
district, stated that the incident could 
*■(>( have takm place and the daliu wdre 
l*ingusedaspiinnisl^ vested ininesu. The 
logic given in support of this argument was 


that as the district was known for its high 
level of dalit consciousness, the incident 
could not have occurred. 

Kannappa, the victim of the incident had 
a different story to tell. He is a landless dalit 
from Kotiganahalii, Kolar district. Narrating 
the incident Kannappa stated that he came 
to Harati on the night of January 28, 1994 
tobuy coarse rice fromashop. He encountered 
Venkatarame Gowda, a defeated Congress 
leader from Harati. Venkatarame Gowda 
asked him to announce the advancement of 
Deepotsava, a local festival. He said that the 
Congress wanted the festival on January 29 
instead of January .10. The local festival 
called Deepotsava, customarily held on a 
particular day was to be announced to the 
public through the tom-tom. The Deepotsava 
was scheduled to be held on January 30, 
1994(Sunday) on general consensus between 
boith the parties in the village. Venkatarame 
Gowda had gone to Kotiganahalii earlier and 
paid an advance of Rs 20 to Kannappa to 
do the tom-toming. But on January 28 
evening, he had changed his mind. Kannappa 
could not accept the sudden demand as he 
had promised to work for somebody the next 
day, and he refused to comply with the 
orders. Then Venkatarame Gowda demanded 
the return of the advance money. Kannappa 
said he did not have any money and as agreki 
he would do the job of tom-toming only the 
next day. Infuriated Venkatarame Gowda 
dragged Kannappa towards his house which 
was just SO feet away, tied him to a pole and 
him on the stomach. Others. such as 
Venkatarame Gowda's brother, 
Muniswamy, Chikka Venkataramanappa, 
Rukminamma (Venkatarame Gowda’s wife) 
and Sharadamma beat him. Out of fear 
Katuuppa defecated on the spot. This made 
Venkatarame Gowda and members of bis 
family more angry and they could not bear 
a dalit defecating and polluting their 
premises. Gowda’s wife took a broom-stick 
to transfer all the excreta on to Kannappa's 
head and body. Gowda forced the stick dipped 
in the excreta into Kannappa's mouth. 

Venkatarame Gowda, on the other hand, 
when asked about the incident, said that 
Kannappa came to Harati on the night of 
the mishap and being drunk was heard to 


have abused him using foul language. 
Having come to know of this through 
neighbours he personally went to meet 
Kannappa to ask him not to indulge in such 
misconduct. Having failed to convince 
Kannappa. he took him home to give him 
a piece of onion and buttermilk to mitigate 
the effect of the alcohol. 

D M Sirsikar who was on duty in SNR 
Hospital, Kolar on the night of the mishap 
has recorded the details given to him by 
Kannappa about the incident when he came 
to the doctor for medical aid in the early 
hours of January 29. The details as recorded 
in the accident register read that Kannappa 
came in the early hours and complained that 
he was tied up and beaten up by Venkatarame 
Gowda who at the same time poured 
‘payasam’ (a sweet dish prepared generally 
on auspicious occasions) on his head and 
pul excreta into his mouth. Recording this 
incident the doctor wntes that he located 12 
injuries on the body of Kannappa and that 
a foul smell emanating from his mouth. There 
were also marks on his body which suggested 
that he could have been tied up. 

The superintendent of police narrating the 
incident stated that on being informd by 
Nagarajaiah and Hanumappa he came to 
know that Kannappa came to Harati an^ 
abused Venkatarame Gowdastandingin front 
ofthe templeof Sn Ram. Venkatarame (jowda 
and others pleaded with Kannappa not to 
indulge in such behaviour. When Kannappa 
could not stop himself from doing this, 
Venkatarame Gowda gave him an onion and 
buttermilk. The police officer also states that 
Kannappa was not made to eat excreta. Sub- 
inspector Umesh of the Kolar rural police 
station was suspended for not procuring the 
medical certificate in time. Yet, without the 
certificate the police came to the conclusion 
that the incid^t did not occur. 

Legisla-turb Committee Retort 

The legislature committee on the welfare 
of SC/ST tabled lU report in the legislature 
on March 28. The committee found that 
political animosity between rival parties was 
largely responsible for,concoction of the 
event. A few “miscremits” like D Rajendra 
(“a brahmin”), Hanumappa and Dasappa 
(“vokkaligas”) of Harati village as also 
Varadappa and Seenappa of Kotiganahalii 
have indulged in the exercise with the sole 
intentionof maligning Venkatarame Gowda’s 
name. Taking into consideration the (nime 
piece of evidence that is available, the 
committee said that “according to the 
statement gi ven by the doctor and the medical 
certificate and also report of the laboratory, 
there is no proof regarding Kaimappa being 
made to eat stools. But the injuries seen on 
the body of Kannappamighthave been caused 
on account of beating... Also in the medical 
certificate the statement that. Venkatarame 
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Gowda had poured ‘payasam’ on (he head 
of Kannappa is unbelievable”. 

It is here worthwhile to take into 
consideration die ways in which influential 
segments of the intelligentsia have responded 
in to the incident. During the debate on the 
floor of thi house on Pebniaiy 8, the chief 
minister of Karnataka, Veerappa Moily, 
categorically said thM the incident never 
really happened. Hesaid'*theteisnoquestion 
of hushing up the case of shielding anybody. 
If it is done it will amount to a grave sin. 
I and my government do not want to bear 
this sin.” He is reported to have added that, 
if there was an ‘iota of doubt which could 
prove thM he was backtracking on the issue 
or forcing Uie police to get a concocted report 
he would not sit in his chair”. 

Given the umpteen versions, the precise 
sequence of events within which the incident 
is to be placed both in terms of objective 
conditions of possibility as well as individual 
biographies has been contested. The official 
version of the event is challenged by 
alternative interpretations. Moreover, the so- 
called official version given to us either by 
the police or by the chief minister and finally 
by the legislature committee do not tally. In 
the process, Kannappa's statement with 
regard to the incident has been completely 
ignored. It isour contention that the meaning 
attached gets differently constituted in the 
process. The important point is that this 
incidem throws light on not only questions 
of truth and falsity but also on alternative 
interpretations as constituting the meaning 
of the incident for people m different social 
positions. 

The task of fixing either the authentic 
undersuuiding of the incident or its origin 
is not an easy one. It must not be forgotten 
that the victim is a dalit and also a landless 
labourer, and VenkatarameGowda, the prime 
accused in this case, a defeated Congress 
leader. He is also the taluk president of 
Congress and by virtue of the position, he 
is close to Nissar Ahamed, a minister in 
Molly’s cabinet. Though be is a middle 
peasant, because of his caste (vokkaliga) and 
proximity to the political leadership, 
Venkatarame Gowda wields a lot of power, 
not only in Harati but in the surrounding 
villages also. But surprisingly he lost in the 
lecem panchayat elections to the Janata Dal. 
Beating up people (including a forest guard) 
IS nothing new to Venkatarame Gowda. In 
ananothercase pending enquiry Venkatarame 
Gowda IS supposed to have misappropriated 
funds in a local private bank ard was 
subsequemly dismissed from service. He and 
his henchmen have occupied a building of 
the local high school. Despite a court order 
they have not vacated it. 

Going further, the 14 members who 
constitute the legislaturecommitteeareeither 
from the SC/ST or minonty communities. 
Adding Intimacy to all this is the fact that 


the police officers starting from the rank of 
superffitendent of police to the lowest 
involved in the investigation of this case are 
all daiits. D M Sirsikar too is a dalit. 

A thorough reading of the '39-page 
legislalurecompiitteereport revealed many 
glaring inconsistencies, false findings and 
irrelevant recommendations. The tort of 
CO verage given by the legislature committee 
has gone a-long way in covering up the 
incident. It became clear how a potent 
complex of state bureaucrats, the police 
and politicians have long determined the 
economy of human rights policy in the 
country. 

In considering the refractions of the e'vents 
in Harati through the prism of legislature 
committee, it is useful to bear in mind some 
relevant issues. There have been cases of at 
least three murders, one rape, one lock-up 
death, and an attack on the life of a local 
MLA in the last six months in the district. 
In ail these cases the Congtessd) and Janata 


Dal were/are involved either as victims or 
the accused. There has been a balance ol 
power and a bargain striKk between each 
other not to press any case. The superintendent 
of police, in the case of the assault on the 
MLA, in his letter to the home ministry 
quoting the MLA, states that when there was 
an attempt on his life, the sub-inspector of 
the concerned police suitionremain^asilent 
spectator. Concerned sources also state that 
no action has been taken in ail these cases 
since it is an election year. 

The record of retributim is also interesting 
for, it is based on the views expressed by 
two individuals Hanumappaand Nagarajaiah 
on the incident. But then, Kannappa has time 
and again tried to say that neither was he 
drunk nor could be afford to get dnmk even 
occasionally. Kannappa himself has 
consistently declared that he was assaulted 
and yas forced to eat excreta as recorded by 
the statutory and non-statutory bodies. This 
has been confirmed by the wound certificate 


APPOINTMENTS 


Centre for Reeearch in Rural & Industrial 
Development 

2-A, Sector 19-A, Madhya Marg, 

Chandigarh-160 019 (India) 

For the past home years this Centre has been engaged in studies 
on Ethnic Conflicts and Violence, population dynamics, development 
of border arepa and technological perspectives for the irKlustrialisation 
of the Northern Region. These studies are multi-disciplinaiy and 
inter-disdplinaiy in approach and involve extensive fieldwork as well 
as collection and analysis of the necessary secondary data. Also 
included in the studies is a programme of providing training to junior 
research staff in research methodology and for award of M.Phil and 
Ph.O Degree by arrangement with ttie Punjab and Punjabi and 
Kurukshetra Universities. 

In its present programme of expansion, the Centre is looldng for 
Research Investigators, Research Fellows, Senior Research Fellows 
and Associate Research Coordinators (Corresponding to the position 
of Lecturers, Senior Lecturers and Readers) in the re^d UQC 
Scales. 

The Centre shall be happy to receive applications, recommendations 
and response for these posts. Candidates specialisation in 
&atis^, Economics, Population Studies, Demogr^y, Sociology 
and related sociat science disciplines with experience of inter¬ 
disciplinary research will be preferred. 

PleaseapplywitNnafortnight from the publication of thisadvertisement 
to the Chief Research Advisor, on the above address. 


Ecflnofflic and Poliiical Wisckj^,. Ji 



issued by tke medical autlwrity. Ilie medical 
report given by D M Sifsikar'too does not 
anentkMi consumption of alcohol. In spite of 
available evidences this concoction by 
ptdice—of Kannappa 'being dnink’ and 
‘of using abusive language', against 
V^atarame Gowda, has in due course 
become a master discoune that is idled upon 
heavily by dielqpslatuie committee and others. 

The ‘dranken state’ and the ‘useof obscene 
language’has also become a metaphor to to 
say in the report. For, public exhibition of 
hrtied. the drunken state, the foul language, 
towards individoals above onesdf in the 
ladder of hierarchy it a kind of dramatised 
behaviour that supposedly stands for the 
‘primitive' and the ’uncultured’. It is this 
aspectofKannappa'sbehaviour that is furthest 
removed from tlw supposedly ‘restrained’, 
i'civilised’ gesture of Venkataiame Gowda, 
throughout the report. The logic then is far 
too simple. In his drunken state it is too easy 
for Kannappa, the primitive, to get out of 
control; drunkenness and obscene language 
may imitate counter violence on the part of 
Ve^atarame Gowda who tied him up as he 
was provoked to indulge in this sort of 
behaviour. Added to this, in response to the 
debate bn the floorofthehouse,Byre Gowda, 
an MLA of the Congress Party said that “the 
provocation came from Kannappa himself 
when he, under the influence of alcohol, 
abused the village leaders in filthy 
language". This assault on Kannappa then 
IS to be expected from a powerfiii block 
political leader of the Congress Party, for' 
be was by Kannappa thus leadirig to bis 
I'ictimisation. 

The most striking feature of the commit- 
ee’s report is perhaps the reduction of die 
incident to the responses given by the 
Mireaucratic ofHcials of the state and the 
wlice without taking due cognisance of the 
victim’s statements. In page three of the 
'eport the committee states that its 
‘understanding of the incident is based on 
he accounts given by the district collector, 
he police and the important individuals of 
he place”. This source, that we need pursue 
fiuther. provides very few clues regarding 
he veracity of tlw incitkmt. Based on such 
nquiry it is natural that the committee 
ecommends that care should be taken to 
naintain public peace in the troubled area 
uid twing it back under the control of law 
uid ord». “Therefore, for reasons of social 
>ettciment, proper action should be taken 
igainst those involved in fabricating diis 
itory...” ’Proper action' is a wonderful 
concept with a virtuous ring that can validate 
iny open-ended use of violence and 
ivassment. The least of which could be a 
egistration of a TADA case on the 
miscreants’ who instigated Kannappa. 

It will not be out of place here to discuss 
certain general'details regarding the event, 
^eepotsava, over which there was a dispute. 
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The village god. the ttalits claimed, does not 
now enter their ’keri’ (yard) as used to be 
the tradition earlier. They now demanded 
that thecarcanyingthe idol should be brought 
to their keri. T)w argument of the priest md 
other elite has been that the idol of 
Gopalaswamy could be taken anywhere but 
not that of Sri Ram. A meeting was held on 
the night of January 28 to discuss not only 
the route of the procession but also to decide 
whether they should have the Deepotsava on 
the Saturday or Sunday. 

On January 31, the police went to the 
village and brought all the witnesses to the 
forest guest house, an inaccessible place 
which is 7 km away from Kolar. They were 
'intetTogated' in the presenceofthe accused 
and theotherCongtess politicians. Statements 
denying knowied^ about the crime were 
recorded and witnesses were forced to sign 
on the documents. Meanwhile, the accused 
who were letoffafterafew hours of detention 
brought a statement from about SO villagers 
which negates the very occurrence of the 
incident. Based on these, the police clidm 
that it was discovered to be a false case. They 
also claim that the accused were not even 
detained as there was no primafacieevidence. 
Ihe police officials also said that they were 
going to take action against those who 
‘instigated’ Kannappa. Ultimately, thepolice 
secured a wound certificate from the Iwspital 
and conveniently took from It parts which 
they oonrideted relevant, i e. dx>se parts which 
speak about abrasions but not about human 
excreta being forced into Katuiappa’s mouth. 
Regarding the injuries on Kannappa’s body 
the police say that “he might have got those 
abrasions after falling down in admnken state”. 

Opfxession by OmEX Means 

While on the one hand the legislature 
committee's versionof theeventischallenged 
by the victim, the other witnesses and the 
official documotts, on the other it states that 
the incident or what it calls a concoction/ 
fabrication was the result of ‘political 
animosity* in Harati. Written with such 
vagueness it becomes difficult to retrace the 
exact details. As a consequence neither the 
event nor the political process in Harati are 
characterised. Between them the activities of 
inquiry have almost lost consideration for 
the predicament of which the event was a 
symptom. By using blanket phrase of 
'politicai animosity*, the committee sought 
togivetheeventacBuseandthecauseananie 
thereby diverting our attention from 
substantive issues by creating a sensibility 
and frame of mind that favours and allows for 
petter freedom of action by the state. It also 
bectxnes obvious that any further investigation 
would be characterised advantageous to the 
interests of certain categories. 

Reducing the incident to peace and order 
issue, proceeds by glossing over and evmi 


omitting significant areas of people’s 
experiences and activities. As a consequence 
the reduction of the antecedents of the event 
IS complete and the report reads “Nothing 
worthy of record and action occurred in 
Harati”. This is placed on record to guide 
further governmental aaion. The point is 
that this exercise has deeper implications. It 
not only desenbes the non-occurrence of the 
incident but also promotes the government as 
a neutral power and an agency that gathers 
information without the use of physical 
force but moral authority through 
committees. This may even be inferred 
from a glance of certain other features that 
recur over and over again in the report. For 
instance, while talking to the victim one 
of the committee members is reported to 
have questioned the reasons for Kannappa 
not retaliating to the torture and force that 
he was being subjected to. This seemed to 
suggest that the members have a ‘cramped* 
understanding of the social structure as well 
as the nature of politics in India. The massi ve 
long-term violence inherent in the sociid 
structure is typically disregarded. 

Hiis observation has two important 
implications. One that relates to the structure 
of the way information was collected by the 
committee, and the narrative sequence within 
which it is placed. The second deals with the 
unfolding of the event. 

The legislature enquiry was not conducted 
in a proper manner. It was not notified/ 
publicised either in Kolar or in the capital 
city of Bangalore. It sat in an inaccessible 
place like the forest guest house which is 
far away from Kolar. To Harati it was a 
conducted tour by the police who had 
already hushed up the case. Some of the 
important evidence was called to Vidhana 
Soudha in Bangalore. Other witnesses 
were simply ignored. The legislature 
committee seems not to have procured 
important documents like the medical 
report, forensic report and reports by 
statutory and non-sututory bodies. Nearly 
10 organisations had already brought out 
reports on the incident. None of which was 
taken into consideration by the committee. 

In addition to this it is surprising to note 
that no terms of reference were eitho- framed 
in the assembly debate on the one hand nor 
in the final leptmof the legislature committee 
on the other. This demonstrates that the 
committee from the beginning did not go 
into the details with the attention that they 
deserve, its approach being very casual. Evoi 
in the recorded evidence and pumed 
documents the legislature committee has 
ignored all inconvenient facts and has arrived 
at unsubstantiated statements. As a keen 
observer commented “the report was tailor- 
made to the satisfaction of the local 
Congressd) leaders”. 

Considenng the diachrony of the event the 
police action,ratlier inaction, was gross and 
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miilaiding, tight fiom the time the inctdent 
oocuiied. The (imeof the inctdent U placed 
somewhete between 8.30 pm and 9 pm on 
January 28.1994. In spite of being informed 
by the duty doctor, the police outpost in the 
SNR hos^tal (where Kannappa went for 
treatment on the night of the mishap) did 
not take any action whatsoever. It was only 
later in the day on 29th that the victim went 
all by himself to Kolar police station 
complaining of the event. The case>was 
referred to the Kolar rural police station 
subsequently after which the police served 
the victim with a questionnaire that was so 
conveniently frani^ that it could fetch the 
requited answers. The pointed questions 
anticipated the required answers which 
would not lead to registering the crime as 
it happened. One of the main questions was 
so ridiculous that it asked whether there 
were any wounds on the lips. Obviously 
the answer was expected in the negative 
and the police concluded that there was no 
force us^ to make Kannappa eat the excreta. 
The Kolar niral police also registered a case 
under IPC Sections 143,342,323, 324 and 
149 while the case should have been registered 
under the SOST Atrocities (Prevention) Act 
1989. Two days later nearly SO persons 
(witnesses) fnmi Harati werebroughtto forest 
guest house in Kolar and were made to sign 
on a document the details of which arc not 
known to the signatones. The assistant 
superintendent of police Aswatharamaiah 
saici that “the case was withdrawn since there 
was no prima facie evidence”. Since then in 
the last three months police have been 
conducting tours for all the official 
cormnittees giving them their own foregone 
conclusionofnon-occurrenceof the incident 
Even after the acceptance of an assault there 
is no action from the police. The committee 
recoimnended that “although Kannappa was 
not made to eat stools it cannot be denied 
that he was assaulted”. The police as well 
as the government seem to have brushed 
aside these observations keeping in line with 
theiecommendation. “...for reasons of social 
betterment proper action should be taken 
against those involved in fabncating this 
story,...”. This recommendation which is 
irrelevant and fidls beyond the scope of the 
cmnmittee. The CoD is yet to come out with 
the findings but there seems to be little hope 
in this matter. 

In the light of things what makes 
Kannappa’s case typical is that it is about 
the oppression of a dalit, and a special one 
as Kannappa is regarded as falling within the 
purview of the ‘development perspective' 
which is another way of saying that dalits 
and Kannappain particular, need to overcome 
their backwardness. Many ofthe most familiar 
features that recur in many incidents of 
atrocities on dalits is the typecasting of the 
rUits as being gullible that they do not have 
a mind of their own, not even common 


sense. Secondly, the charge of manipula¬ 
tion b^ the elite groups or forward castes; 
C Rajendra, one of the ‘miscreants’ who 
helped Kannappa. in the case is from the 
forward ca^. Thirdly, thecentrality assigned 
to the ‘poltucal order', a phrase tlut co-opts 
mto itself iiuiny things and thereby remains 
ambiguous. 

The case bangs to light the hypocrisy of 
not only the police, political parties but also 
the government. We also gather that the 
linkages between die state’s interests and 
power on the one hand, and severe human 
rights violations on the other is systematic, 
not accidental. A modest amount of state 
harassment and steady development of 
methods of interrogation that inflict 
enormous pain on the human body and spirit 
is further evidence that the right of the 
individual is hardly a primary value in this 
country. 

Any protest that questions the state in this 
regard has to confront several moral issues 
arising in protests concerning the violation 
of human nghts. It may be on two levels. 
It the purpose of the protest is self- 
aggrandisement, establishing credentials or 
other self-serving motives, like in the case 
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of NationaTHuiiwn Rights Conuninfcio and 
NCOS, it may have at least residted tg 
marginal gains. Unfortunately neither i 
opposition parties in Karnataka nor the I 
have taken this stqi. Instead they 
categorically denied the very occurrence of 
the event On the other, if the purpose of 
protest is to rdieve human sufiering and 
defend human rights, more complex 
considerations arise. One must consider the 
plausible consequence for victims of 
oppression. The opposition to violatkm may 
beposidvdy harmful. Today peoplein Harati 
and nearby villages arenoti^qpaied to engage 
Kannappa for a wage, thq^ jeopardising his I 
very survival.'There is no eeparation or aid 
to the victim in this violence. The only ' 
solace is that protest may become a symbol ' 
to follow-up in a big way, which can be i 
called a rqiaration if one wants to. OnM 
wonders if forms of protest help alleviate 
the conditions of those who suffer or would 
they contribute to reinforcing further the 
varied ideological foundations for new 
violence and depredation, if not create new 
ones. This is a question that all those 
involved in any form of social protest will 
have to ask themselves. 
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BJI^ CW as a i*<riiticaISymlMri 

Emoto Naroaha 


Though cow as a political symbol lacks the potential to consolidate die 
Hindu voters, the BJP may continue to use it to enliven the attenuated Ram 


Janmabhoomi symbol. 

IN the assembly elections 1993. the BJP 
was defeated in three of the four states 
which it administered. Not able to identify 
the reasons for itt defeat, top party leaders 
were left confounded on policy matters. 
While the hard-core within the BJP felt that 
iu failure was due to the dilution of the 
Hindutva platform, others opposed to this 
line of thought stressed broadening of the 
party’s app^ by taking up issues having 
social, economic, and international 
overtones, This schism got reflected in the 
response to several policy decisions. Paced 
with such t^ntradictions, the BJP's show 
in defiance of the Dunkel Draft turned out 
to be a farce. From this sort of an outcome 
on an important issue such as the Dunkel 
Draft, one can easily discern that the party 
would cling to the Hindutva plank. The 
Ram Janmabhoomi symbol, though 
decrepit, would remain a central symbol, 
while new symbols may be introduced to 
rejuvenate the party and keep the comiuunal 
inferno burning. 

From the gamut of symbols available, 
the BJP seems to believe that the co^ can, 
to some extent, enliven the attenuated Ram 
Janmabhoomi symbol. This proclivity 
towards the cow can be seen from two 
events that have occurred in the recent past. 
The first was the demonstration against the 
Al-Kabeer slaughter house where it was 
alleged by Sadhvi Ritambara that the 
abattoir was an offshoot of the Gulf 
conspiracy, designed to rob the country of 
its cattle wealth, while the VHP leader, 
Ashok Singhal threatened to dismantle the 
building Mck by brick. Second was the 
enactment of the Delhi Agricultural Cattle 
Prevention Bill, 1994. TTie act made the 
slaughter of cows, calves and bullocks a 
non-bailable offence with imprisonmmit 
up to S years and a fine of Rs 10,000. 

CoirraovERSY 

The issue of cow slaughter has never 
occupied the centrestage in Hindutva 
politics but has been intermittently used as 
a secondary symbol to incite communal 
violence. . 

Acknowledging the volatility of the 
controversy, GanAi tried to diffuse the 
tension. He said that the idea of cow 
protection was close to the Hindu heart and 
those who did not believe in it could not 
pouibly be Hindus. However, he oppo^ 
the formation of cow-protection societies 
and the pMing^of le^slation prohibiting 
cow staii^ter.fl«B<)nly way out,according 
to him.WBald urge MbiHims to refrain from 


cow slaughter, rather than imimidating them 
(Khan 1986: 52-62: Chatteiji 1984: 661. 

The issue continued to {dague Indian 
politics and was debated by the Constituent 
Assembly (Kashyap 1988:179-89]. During 
these confabulations, some of tlw Hindu 
members demanded a total ban on cow 
slaughter as they were of the view that under 
the pretext of getting rid of infirm cattle even 
the healthy ones would be butchered. This, 
according to them, would have an adverse 
efteci on Indian agriculture. They felt that 
cow slaughter should be made an offence 
equi valent to untouchability.and ‘go-hatya’ 
should be treated as ‘brahma-hatya’. Even 
the Muslim members favoured a total ban 
on cow slaughter and wanted the issue to be 
settled once and for all. But the Drafting 
Committee decided toinclude cow protection 
under the Directive Principles of State 
Policy. 

The problem was discussed once again in 
1966, when the Shankarachaiya of Pun 
decided to fast unto death if the government 
did not concede to the demand for a total 
ban on cow slaughter. Shah (1967:7-12) saw 
such a demand as fallacious. In his opinion, 
democracy did not give the majority a right 
to act in a manner that would be prejudicial 
to the rights of other groups. All that could 
be demuided was that they would not be 
compelled to eat beef and that cow slaughter 
be proscribed in the vicinity of a Hindu 
temple. But since cow slaughter was 
prescribedin the BrihadaianyakaUpanishad, 
three of the Vedas and Grihya Sutras on 
(Certain occasions, a dilemma emerged for 
'those claiming the support of religion to 
justify their demand. Further, thoe was no 
evidmee that the majority of the Hindus 
themselves wanted cow-slaughter to be 
banned. For instance, Indian peasants had 
been selling dry cows to the butchers because 
of their inability to maintain them.- 

Apart from these reasons, M M Shah 
(1967; 44^), whileacceptingtheuseftilness 
of the cow for the supply of milk, traction 
power and dung, pointed out that a growing 
cattle population wascreatingaheavy burden 
on land as reflected in the detaioratingiyiality 
of canle. This problem of deterionuing cattle 
quality was further exacerbated by the 
shrinking of village comrmm land from where 
cattle got their fi^. Moreover, the need for 
cattle in agriculture was declining while 
urbanisation had neoessiuted an increased 
production of milk. Consequently, cattle are 
kept under artificial conditions inurban areas 
and are fed high-cost inqxHted grass leading 
to an abnormal cost-price relationship. This 
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has resisted in a decimation of the besfbreed 
of milch caftle who, instead of giving 
satisfactory smvice.for about 10 lactation 
periods, are used up in a single lactation 
period. These unwanted animals are then 
eithm- driven away, sold to the butcher, or 
left to their luck. In villages, they stray onto 
fields, frequently get a thrashing, suffer from 
physical pain and die, or some agent drives 
them away for slaughter. On the other hand, 
in cities they roam about eating garbage, 
nightsoil, rags and stray onto partially 
protected private and public gardens. 

The issue of cow protection, then, is a 
highly polemical one as secular and 
religious values are juxtaposed. On the 
religious side, such has been the supposed 
reverence for the cow that the Hindu rashtra 
mandir proposed by Shraddhanand was to 
be devoid to the thiM ‘mothers’—^gaumata, 
smraswati mata and bhumi mala. Attempts 
suchps this provide a tool in the hands of 
the communalists to arouse passions since 
so far as the people are concerned the 
whole issue is steeped in ambiguity. 

Use of Symbols 

Today ethnicity poses a challenge to the 
state and also to the maintenance of 
harmonious relations within the state. It is 
often at the root of violent encounters whidi 
result in homelessness, looting, death, flight 
of people, hatred, and widming schisms 
between communities. 

Ethnic conflict has its inception in the 
evolu-tion of several circumstances like 
diflusionoftiiedoctrineofselfdetermination, 
decolonisation, spread of the norms of 
equality, the value of achievement, the 
growing heterogeneity of the sutes, the 
intematiimai system of communication and 
the emergence of the welfare state. As a 
result, we have controversies over develop¬ 
ment plans, educational opportunities, Ira^ 
union affairs, land policies, business and tax 
policies, etc, temgexpress^ by communities 
through the parties they support (Horowitz 
1985:4-12: Glazer and Moynihan 1975:25]. 

Ethnic communities are formed by the 
elites who give subjective and symbolic 
significance to objective differences 
between groups which are then translated 
into a consciousness and desire for group 
solidarity (Brass 1991:30-24]. The reality 
of the community in people’s experience 
is their attachment or commitment to a 
common body of symbols. Symbols are 
effective because they are imprecise, i e, 
most symbol s do not have visual or phjrsical 
expressions but are notions which do not 
impose a conformity of meaning. Thus, 
symbols are malleable—they can be made 
to fit the circumstances of the individual 
(Cohen 1985; 12-28]. 

The political significance of symbols is 
determinedbythepoliticalelilelBrass 1991). 
Symbols that are brought into the politied 
arena are those which the political elite gun 
from. But the choice and manipulation of 
symbols is a difficult business, not only 
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becwtc it can create inter-community 
diiiuriMnoesbutabobecaiueitcanbedivisive 
internally. Ethnic demands initially centre 
around single symbols, but to make the 
demands more effective there is always a 
look-out for secondary symbols. This search 
for additional symbols may lead to internal 
discord within the community rather than 
create internal cohesion. Therefore the set of 
symbols chosen for.political mobilisation 
are as congruent as possible. The basis for 
identity formation is achieved by intensifying 
the subjective meaning of the symbol. This 
makes boundaries sharper and differentiates 
the group from other groups while possibly 
enhancing solidarity within the group. 
Alterations in boundaries depend upon the 
elites who define them. 

In Seasch of a Secondary Symbol 

Ethnic conflict introduces an ethnically 
based party which derives its support from 
an identifiable ethnic group and project 
itself as the sole representative of that group. 
But to be an ethnic party, the party need not 
have an exclusive bold on the allegiance of 
group members—in fact, the mannerin which 
the community’s support is distributed 
decides whether the paity is ethnic or not 
(Horowitz 1985: 291-98]. Symbols like 
occupational specialisation, residential 
segregation, habits of endogamy, dietary 
customs, religious differences, etc, that mark 
boundaries between groups tend to foster 
affinity and a sense of common interest which 
are expressed in party allegiances. The 
communitarian aspect of ethnicity propels 
group members towards concentrate party 
loyalties. Ethnic parties reflect not just 
affinity but also mutual incompatibility of 
ethnic claims to power. These parties play 
the rofe of interest groups apparently 
dedicated to the promotion of narrow group 
claims, thus placing neater strain on the 
social mechanism for the settlement of group 
conflict. This attitude on the part of ethnic 
patties makes the mediation of group interests 
difficult which explains why ethnic party 
systems are so conflict-prone (ibid). 

It is for this reason the Ram Janma- 
bhoomi-Babri masjid issue is a highly 
contentious one. The two main parties in 
conflict, the BJP and AIBMAC, maintain 
that only they have the tight to represent 
the two ethnic groups, namely, the Hindus 
and the Muslims. The apprehension of 
losing the ethnic group support prevents 
them from scaling down their demands. 
The BJP seems oblivious of the fact that 
the community's support is not necessarily 
distributed in its favour as is evident from 
the results of the 1993 assembly elections. 

It still endorses Hindutva and relies on the 
Ram Janmabhoomi symbol. However, to 
buttress this central symbol it is on the look 
out for other secondary symbols. 

There is a whole range of secondary 
Sobols which have been used by the BJP 
: like celebration of festivals, wearing saffron 
I bands or caps, introducing the rath-yatras, 

II 


wieldinjg trishuis, imd nising 'jai Shil ftaitl' 
slogans, etc. The symbol of cow slaught«’ 
is sought to be similarly used even though 
not all Hindus agree on the issue and differ 
in opinion. 

During the pre-independence period as 
Hindu demands forcow protection increased, 
Muslim demands for tte right to slaughter 
the cow intensified and the ’kurbani’ festival 
at which cows were slaughtered grew in 
importance. These facts may have been 
important for the BJP now adopting the issue 
of protecting the cow. However, although 
the cow is a potential symbol, it does not 
mean that any Hindutva party which uses it 
at anytime is bound to succ^. It may succeed 
only if the government or the Muslims flaunt 
Hindu sentiments. In this connection, to the 
B JP's dismay the passing of the recent cattle 
protection bill did not raise even a semblance 
of protest from the Muslims. That this sort 
of apathetic reaction from the Muslims did 
in no way strengthen the party unity is evident 
from the dissension within the party. 

Having been defeated by the SP-BSP 
combine in UP, the BJP now sees the need 
to garner the support of, in addition to the 
upper caste Hindus, the backward castes 
to come to power.To achieve this, however, 
symbols like cow protection can be useful 
only to a limited extent. Firstly, because 
as Pandey (1991:3003) states, it cannot be 
claimed that the depressed classes worship 
the cow though they worship Hindu gods. 
Secondly, though the varnashrama dharma 
regards the worship of the cow as one of 
the three features common to all Hindus, 


the backward castes .differ 
caste Hindus in that they eat beef. Moreover, 
the rise of the SP-BSP is in itself a challenge 
to the brahmin-oriented BJP. Thus, the Bff 
may not gain from blowing the issue of the 
cow out of proportion as it would underline 
the differentiations among the Hindus it 
purportedly represents. 
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Czech Trade Unions under Pressure 

Stephen Steiger 

The newly emerging business class in Czechoslovakia is trying hard to 
push back the trade unions, claiming total freedom for the owners of the 
enterprises. 


WHILE there was a single, ‘united’ trade 
union organisation in Czechoslovakia under 
the old regime—as it was in every communist 
country—during the years following 
November 1989 half a dozen new unions 
have emerged. They are, however, without 
significance—the biggest counting roughly 
153,000 members as against 3.S million of 
theCMKOS discussed below. They are, also, 
mere artificial appendices of some political 
parties. Attempts at constituting truly 
independent unions, revolutionary in spirit, 
<»it of the strike committees which played 
an important role in overthrowing the 
communistregimein 1989wereunsuccessful. 
Thus the 'old' unions developed into a strong 
movement now called the Chamber of Czech 
and Moravian Trade Unions (CMKOS). 

The policy of the chamber is modelled on 
west European unions, also because it became 
a member of the International Confederation 
ofFiee Trade Unions. Thechamber’sofRcials 
profess an ‘understanding’ of the problems 
of the present ‘period of transformation’ of 
the Czech society, proclaim their support of 
parliamentary democracy and try to 
materialise the demands of the members by 
'peaceful' means only. The unions’ position 
IS weakened, among otlier things, by constant 
attacks by the media which are generally 
hostile to them. And like any other institution 
that survived the communist regime, they 
lost much of their authority with their 
members—in spite of all the changes they 
had gone through. Needless to say, the newly 
emerging class of businessmen—rapacious 
and ruthless, not having yet the ‘culture’ of 
the west—is uying hard to push back the 
unions inside the enterprises, claiming a total 
‘freedom’ for the private owner.* 

Neither is the government a friend of the 
unions. The prime minister Klaus does not 
miss any opportunity to reject, despise or 
ridicule the trade unions’ 'bosses’. His 
Thaicherite idea he was repeating again and 
again was that there was no need for the 
unions to negotiate on a national level—no 
need for collective bwgaining for whole 
industrial branches—as agreements within 
individual enterprises should be sufficient 
tor protecting the employees. 

It was under these conditions that the labour 
code had to be amended and the parliamcnr 
should have voted on the bill. The three main 
points of contention which caused a strong 
trade union protest were the raising of the 
jhtirement age by two years for men and four 


years for women, the women’s limit having 
been lower than the men’s; lifting of the ban 
on work agreements concluded for a limited¬ 
time period only; and allowing night worit 
for pregnant women. A petition against the rais 
ing of the retirement age was signed by630,000 
people, yet it remained without any effect both 
on the lawmakers and die government. 

Thelobbyingof the unionsinthe parliament 
proved to be ineffective. They called, 
therefore, for a massive demonstration on 
Prague’s Old Town Square on March 22. 
Ridiculed by the press, Ae protest, however, 
brought together about40,000unionists from 
all over the coqntry—far more than anyone, 
including the unions’ leaders, had expected, 
and the biggest demonstration since 
November 1989. To avoid accusations of 
’politicalisation’—as the unions claim to be 
‘non-political ’, meaning without links to any 
political party—no one other than unions’ 
representatives was allowed to speak to the 
gathering. 

It was too late, however, for pressuring the 
deputies; the parliamentarians pretended the 
matter had bMn wound up and could not be 


re-considered seriously any more. The 
demonstration can thus beheld to have been 
just an impoitait warning for the future. Since 
a new iab^code is in preparation and could 
be discussed folly befm the pariiameniafy 
elections due in 1996, the unions’ leadenMp 
has lime enou^ to prepare die next battle. 

Whether this one hu been lost endtely 
cannot be said yet. The CMKOS held its 
congress on April 8 and 9 and roost of its 
1,457 delegates, representing 3.S million 
memben, were rathw in a fighting mood. 
While none of the ‘radical’ candidates for 
chairmanship was elected and the new 
president, Richard Falbr, seems to be rather 
a middle-of-the-road man. showing their 
strength by mass mobilisation the tiadeunions 
unmistakably put up the sign of possible 
showdowns should their members feel 
threatened by government policy once again. 
This could be seen also by an unexpectedly 
conciliatory speech with which the prime 
minister addressed the congress. So p^aps 
if one battle is lost, the fight will go on 
without undue pessimism. 

Note 

* It was the president of the Entrepicneun’ 
Association who pot it bluntly in an interview 
with the unions’ daily; “As long as I am in this 
position, we won't allow the unions to enter 
easiiy into small- and middle-sized businesses 
where they are not 3«t represented. I employ 
160 people and have 48 apprentices. 1 do not 
see any reason why 1 should have trade unions 
in my firm ” 
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PERSPECTIVES 


Tt^ectory of Hindutva 

G Aloydus 

Hindutva as an ideology of the vertically constructed conmunities is the 
dominant castes' response to the emergence of the Indian version of 'class 
struggle \ Setting up of two religious monoliths, the Hindu and the Muslim, 
is intended to cover up and suppress the growth of class-like formations 
that have threatened the traditional elite's solidarity tune and again in 
nu)dem history. 


APPARENTLY, ii defies all reason. A 
community of believers in one religious 
syuem, barely 10 percent of the total popula¬ 
tion, scattered throughout the length and 
breadth of thecouniry, fragmented and deeply 
enmeshed within the different regional 
cultures and social systems, mostly labourers 
or petty vendors, owning neither land nor 
industrial/business resources to any 
significant extent, admittedly backward in 
modem education and consequently playing 
only amargmal role in ci vil society, in general 
somewhat slow to take to modem ways of 
life, the Muslims of India are sought to be set 
up as a challenge and menace to the over¬ 
whelming majonty of 'Hindus’ constituting 
more than 80 per cent of the population, in a 
country which has been the cradle of diverse 
Hindu religio-cultural traditions for millennia 
and whose cultural ethos informs and 
penneates the civic lifeeven inmoitem India, 
if two religious monoliths—the Hindus and 
the Muslims—can at all be set up and 
compared, the latter comes nowhere near the 
enormous power andinfluence that theformer 
wields in multiplicity of ways not only in 
actmomy but also in culture and ideology. 
Then in what ways are the Muslims a threat 
to the Hindus? Why this anti-Muslim hysteria 
of the Hindutva combine? Is all the anti- 
Muslim propaganda of BJP-RSS-VHP-BO, 
etc, without any basis in reality? If so, how to 
account for the seemingly widening mass 
sui^ion and the alarming surrender of the 
upper caste liberal Hindus to this hate-Muslim 
campaign? If the Muslim community is not 
the real menace to Hindutva, then what is? 
Against what is the anger of the aggressive 
Hindutva, combine directed? What exactly is 
the tntiectoty of the Hindutva missile? 

IivTERNAL Dynamics 

Explanationsufacommunity'schauvinism 
against uiother can be sought either within 
itself or without, in the other. When external 
fimtors fail to yield adequate explanation, as 
they do m our c.isc. one has to search the 
internal dynamics oi the Hindu society itself. 
The parallel to ihc n m Germany is tooclose 
to escape comment The rise of fascism in 


Germany is better explained by theagendaof 
internal restructuring of German society that 
Hitler and company had oivisaged rather 
than any primordial hatred between 
communities. A chauvinistic posture of a 
community is more often than not a critique 
of its own currait situatitHi and direction and 
anindicatorof an imperativefor reorientation. 
So is the case df Hindu-Muslim relations in 
India. The Hindutvacombine’s hate-Muslim 
campaign is better explained by its 'real* 
grievances with the Hindu society itself: the 
direction it has taken in the wake of 
modernisation and theldndof restoicturing it 
is likely to undergo. 

Any ancient and continuous tradition, such 
as India’s, tends to accumuliOe in the course 
ofits history several values and organisational 
patterns representing the aspirations and 
achievements of the different sections of its 
population. These values and princt{des are 
often inconsistent, contradldory ami even 
antagonistic. However.asortofmoihuynwiidli 
isdeveloped in itsdiflinentphaseslo maintain 
a minimum of balance and harmony among 
the opposing forces. In the case of India, the 
diverse Himhi religio-cultural traditioitt have 
inherited two sets of interrelated and 
contesting value-orientations representing 
broadly the dominant and the dominated. 
One is the principle of hierarchy described as 
vamashrama dharma or btihininical social 
order, representingtheinterestsofa minority 
always aspiring to maintain and expand its 
dominance over the mnjwity in economy 
and culture. Hiis was opposed by the counter 
principle of egalitarianism, unevenly 
representing the interests of the mi^ty 
smiggling to contest, avoid, subvert and 
sabotage the dominance of the minority. It 
manifested itself in the multi|dicity of non- 
brahminic and anti-brahminic reiigiouscults, 
philosophical systems, cultural practices and 
social movements beginning with the 
sramanas, the Buddhists and others. However, 
by and large, in both culture and economy, it 
was the principle of hierarchy that mana^ 
to hold its sway over the masses, though 
unevenly, over the different regions and time 
spans, whether under the so-called Hindu 


rulers, Mogul emperors or the colonial rule. 
Religious beliefs, concepts and sanctions did 
and continue to play a crucial role in 
maintaining this pattern of dominance. 

The second set of dichotomy refers to the 
principle of uniformisation or centralisation 
and its opposite, pluralism. The subcontinent 
is characterised not only by the twin contest¬ 
ing principles of organisation, namely, 
hierarchy and anti-hierarchy but also by unity 
and diversity as two contending ways of 
suucturing society and polity. Auhe political 
level Indian history could be seen as 
alternating between periods of attempted and 
partially successful unification and periods 
of autonomously scattered polities; at the 
level of culture this has manifested itself in 
the growth of vernacular languages and 
regional variations of religious practices in 
defiance of the centralising and uniforming 
forces of dominant culture, language and 
religion. 

Obviously, these two sets of principles are 
closely interlinked; the social forces and 
interests that stand by the principle of 
hioarchy are by and large the same that 
advance the cause of centralisation/ 
uruformisation; while those who plead for a 
more egalitarian social order also have an 
interest in having the polity organised 
pluralistically. For, diversity in the Indian 
cultural context is a defiance of hierarchical 
unifomity. The above delineation, needless 
to point (Nit, is an abstracted picture and an 
id^-typical portrayal of reality that is at 
once dynamic and complex. 

MODEXNrrV and DEMOOtACV 

In the vnkp of modernity and more 
parilculariy with the erection of democratic 
political structure in the sub-continent, the 
hithMo manageable and containable forces 
of emitarianism and pluralism within the 
Hinw society have received a new fillip. The 
democratic game of numbers and modem 
educational avenues to the traditional 
ydamings forequality and pluralist cultural 
assertions have upset |he long-chenshed 
applwart of age-old order of superordination 
and siibt^natioa. The imperative of having 
to give the nlotion of cidzenihip a semblance 
of reality has made the state take at least 
nominal steps toenablethelower caste masses, 
the marginalised tribals and backward 
Muslims to enter into the civil society. 

Ho wever, this is only one side of the matter. 
Modernity and democigey in India are not an 
unmixed blessing for theerstwhile underdid 
of the society: modernity came in largely as 
an expansion amf elaboration of the role of 
the traditional elite in the civil society, and 
political society itsdf toede the form of a pan- 
Imfian slate which isbutatrensfomiation and 
consolidation of the earlier scattered socio- 
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lebgkNU dominance A substantial poition 
ofboditheavil and political society in India 
IS thus drawn from the social forces which in 
pK-modemumes stood fwthe twin pnnaples 
of religious hierarchy and cultural centralisa¬ 
tion The major mainstream political 
formations are but variations within the 
increasingly consolidating dominant social 
forces Thediflerencesamongthempaleinto 
insignificance when they are contrasted with 
those who have been marginalised in the civil 
and political socitiy 

The democratic political stnictures have 
opened up newer ways for these political 
formations to have recourse to different 
methods of gaming the allegiance of the 
masses Pressures from below for a more 
egalitarian and pluralist restructuring of 
soaety and polity are being co-opted by the 
leadership of the different factions among the 
dominant forces through grant of minimal 
concessions the level of policy aiticulmiim. 
These nominal democratic adjustmentsfoften 
sabotaged in implementation by sections of 
upper caste leadership), no doubt with a view 
to self-preservation, nevertheless do have the 
long-termeffectofdestabihsing the traditional 
dominant and ruling stahis of the forces 
tepresertting hierarchical centralisation 

This 1 $ perceived as a threat to and as a 
betrayal of the unwntten and agreed upon 
code of conduct among the differentiated 
political formations of the upper caste 
ccHnbine, leading to the view that if democratic 
compulsions force them to reach out to the 
masses in a non-traditional way, then 
democracy itself needs to be repudiated as 
the ‘new-fangled western concept’ unsuitable 
to the Hindu-Indian genius 

In this context, the Sangh panvar's 
Hindutva campaign has to be understood as 
one formulation—remarkably compact and 
coherent—of our religio-cuitural past as an 
agenda for present political action leading to 
a future vision of Indian society Hindutva is 
both a formulation and a prescription The 
formulation is charactensed by a denial of all 
that was egalitanan and plurahst in tradition, 
itisapresentanonofa ‘semiticisedHinduism* 
as the ‘national tradition* to be preserved and 
treasured at our umque genius and to be used 
as an ideological weapon against the so- 
called western modernity Hindutva has no 
place for the numerous lower caste Hindu 
iraditiont, cults and secu that represent ways 
of life at variance with the upper caste 
orthodoxy, it also has no space for the once 
powerAil and prevalent lokaygu-carvaka- 
tantnk-sankya-nastik Hindu traditions so 
painstakingly unearthed by D P 
Chattopadyaya Hindutva is an isolation and 
•ssemblage of ail those elements that in the 
past stood for oppressive pseudo-sacred 
hierarchy within the Hindu traditions, 
detached out of their histoncai context and 
dressedup forrevi val within modem political 
structure To be sure, the hierarchy of 


Hindutva IS not a simple and mindless revi val 
of the classical vamashramadharma—^whith, 
for that matter, never and nowhete existed in 
the past either h seeks rather, to maintain 
and strengthen the upper caste dominance 
within the taste ideology in modern times 

Hindutva, we have suggested, is also a 
prescnption for restructuring our drifting’ 
society and polity As a sectarian reading ol 
Hindu traditions it seeks to lay the 
ideological foundation for the future 
society Its emphasis on the monolithic 
hierarchy of tradition seeks to exclude the 
traditionally excluded masses from the new 
civil and political society lor the same 
traditional reasons li is a censure of those 
sections of the upper caste luling combine 
who for ‘electoral gams sec k to tamper with 
the traditionally accepted order of the society 
It ts one thtng to share some of the benefits 
with the lower caste masses tor our own 
salvation, either here or hereafter but it is 
totally another to indulge in anything which 
may have the effect of investing the masses 
with socio-political rights as part of the 
emergence of new society For it may have 
the disastrous wd irrevocable consequence 
for Indta, i e, the Hindu society, of once and 
for all doing away with the traditional caste- 
dominance of ruining national traditions, of 
obliterating our unique culture—the very 
Hindu identity itself In contrast to this the 
Hindutva political mobilisation is a concrete 
demonstration of as to how the masses can be 
kept under the traditional caste dominance 
even in modem times by a caietui exclusion 
of economic and other interest onenied issues 
and by emphasising culture tradition and 
religion, etc 

Hindutva as cultural uniformisation again 
advises us not to pay attention to the plurality 
of our cultural traditions Language as a 
cultural marker should never be considered 
It ts specifically against considering the 
vanationsof ourculture as units for devolving 
political power To put the matter in different 
words, Hindutva is set against granting 
rights of sclf-determin ition or autonomy for 
local cultures every demand for more 
decentralised distnbution ot power is dccncd 
as secessionism and separatism Since 
nationalism ts nothing but congruence 
between culture and power the anxiety ot the 
Hindutva combine to define national culture 
monobthically and hierarchically IS understand¬ 
able though totally unacceptable Nationalism 
IS congruence between culture and power 
yes, but the congruence requires to be as 
homogeneous and egalitanan as possible 
within a modem nation stale Hierarchical and 
monolithic realisation ol power within society 
IS a sure cause ol disruption and division 

While the so-called secular forces accuse 
theBJP-RSS-VHP BD fraternity of splitting 
the nation, the latter insists that it is in tact 
unifying the nation and the seculansts are 
the real splitters lor Hindutsa the case is 


simple We arc all Hindus Period Nothing 
more need be said on the matter To 
diftercntiateoncHindutromanothermteniu 
of caste creed language orregion is todivide 
the Hindu society and to disrupt the Hindu 
nation IbcreisnoMalayali Hindu or Bengali 
Hindu just as there is no mahar Hindu or 
bhumihar Hindu Such a formulation is at 
once deceptively simple and appears to be 
eminently reasonable It is this very simplicity 
and seeming reasonableness of the Hindutva 
formulation and prescription that appeals 
cnomiously to the aspiiations of theeme^ng 
upper caste middle class the backbone of the 
BJP commun il combine 
But what this simple’ and seemingly 
‘even handed formulation of monolithic 
Hindu community tends to cover up is llw 
concrete historical development of the 
subcontinental past and the competitive nature 
of present democratic politics The Indian 
society IS an eminent example of uneven 
development in every sense of the word 
‘Political nation in the past was constituted 
hereof a very thin stratum of kings and chiefs 
in matters political and of selective upper 
caste communities in civil society. 
Colonialism only helped to aggravate the 
already existing disparities by polansing the 
upper caste haves and the mass of lower caste 
have-nots Neither colonial mdustnalisation 
(or deindustrialisation), northe subsequent 
planned development succeeded in bringing 
ibout any significant change in the 
traditional society All benefttsof modernity, 
politual power employment, education, 
expansion of business, land resources, etc, 
tend to percolate not equitably or 
democratically but by and large through 
the traditional kinship, caste and regional 
linkages Social mobility is limited to the 
upper rungs of the ladder Civil and political 
society in short seem to be the monopoly 
of the handful ot upper castes, even amon^ 
these ditfercnt regions of the country tend 
to grab unequal share in the economic cake, 
which refuses to grow in size 
However a democratic political structure 
imposed on this modernised-traditional 
community operates necessarily as a 
disruptive force, tor the hitherto excluded 
masses demand entry into the new political 
nation as equal citizens aspiring to enjoy the 
fullcivil and political benefits of democracy. 
The prescnption of the Hindutva—all Hindus 
and equal Hindus—stnkes nght at the heait 
of this struggle lor new political emergence 
of the lower caste, tnbal and Muslim masses. 
Mechanical understanding and application 
of uniformity and equity tor all Hindus is a 
veiled attempt to prevent the minimal change 
that IS taking place to strengthen the upper 
caste dominance within (he traditional 
ideologic il framework and to undercut the 
upward thrust (however crude and distorted) 
of the hitherto underpnvileged And (his is 
sought to be done under (he unexceptionable 
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principle of Hindu unity. If this disruption 
appean to be disorderly, uncontrolled, anti¬ 
national and even secessionist, it is the 
dominant upper caste combine that has to 
blame itself. Instead of gracefully accepting 
and accelerating and in fact providing the 
necessary leadership within thechanged order 
of things, the combine sought to subvert the 
inevitable historical process by having 
recourse to a semiticised version of Hindu 
tradition, legacy, etc. Hindutva is the'most 
ruthless formulation of such subversion. 

The 'tnshul' of Hindutva, then, is raised 
against the haphazard and tortuous 
emergence of the lower caste masses into 
the political nation; it is a warning to the 
cultural assertionsof linguistic communities 
for a more decentralised and power-sharing 
federal polity; and it is a censure of those 
sections of political leadership whose 
‘appeasement’ politics is leading to the 
’betrayal’ of our age-old traditions. The BJP 
combine’s belligerence against what it terms 
as ‘minorityism’, its sniffing of separatism 
and secessionism in every nook and comer of 
the country, its demand for the abolition of 
minority rights, its opposition >o all forms 
of protective discrimination for the 
marginalised communities, its supreme 
contempt for the identities of cultural 
communiti^nationalities, its utter disregard 
for concrete historical developments as 
manifested in its mantra-like slogan of Hindu- 
India unity, its uncritical and mindless 
glorification of our past, etc, are but different 
expressions of a distorted formulation of our 
legacy as monolithic hierarchicalism and an 
undemocratic prescription for the future, 
peddled in a capsule—Hindutva. 

Muslims and Lower Ca,sto 

If the tngectory of Hindutva is to be sought 
within the Hindu communities themselves— 
tlwir present state, their direction of develop¬ 
ment, etc. where do the Muslims come into 
the picture? Why pick on a community that is 
har^y a threat to anybody, as the enemy of 
Hindutva? 1116 explanation lies more in the 
socio-economic and political similarity of, 
the Muslims to the lower caste masses than in 
theirexaggerated religio-cultunl dissimilarity 
to the Hindus in general. The mass of Indian. 
Muslims, drawn as they are largely from ^je 
lower castes both in ur^ and rural areas, is 
‘dangerously’ similar to the lattw in their 
position within the sub-continental social 
structure in terms of deprivation, backward¬ 
ness and marginalisation. However at the 
same time their distinct religious mark 
stands in the way of effective ideological/ 
cultural domination within ‘tradition’ by 
the upper caste elite. The Muslims (and the 
Christians to a lesser extent) present a hurdle 
to a pan-Indian traditional-cultural 
hegemony leading to the strengthening of 
the upper ca.sle dominance. Ideological 
exclusion ot the Muslims and Christians 
would enable the Hindutva combine to 
tame and domcsi icaie the lower caste masses 
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and bnng them under the traditional order, 
through the manipulation of religio-cultural 
symbols. 

Here the issue could be presented as a 
religious one: threat to religion, etc, while in 
lact the threat is to the upper caste vested 
interests, mostly from the egalitarian and 
pluralistic aspirations of the masses within 
formal democracy. Tlie Muslim presence as 
a fellow-marginalised community is a 
constant reminder to the other similarly 
deprived communities among the Hindus of 
the oppressive upper caste stranglehold on 
the society. It is an open and standing 
invitation to consolidate a classsiike forma¬ 
tion of all the segments of the dominated and 
to engage in a struggle at the socio-economic 
front. Hindutva as a communalism of 
vertically constructed communities is the 
dominant castes’ response to the emergence 
of the Indian version of ‘class-struggle’. 
Setting up of the two religious monoliths, 
thus, is intended to cover up and suppress the 
growth of the class-like formations that have 
threatened the traditional solidarity time and 
again in modem history. Unfortunately, this 
elitist strategy had its beginning in the 
freedom movement itself. Instead of allowing 
the socio-economic and political interests to 
dominate the public life, religio-cultural issues 
were brought to the forefront emphasising 
the distinct religious identities of the 
participating communities. Now, the game is 
defined as one in which the Hindus face the 
Muslims, while in fact the real contest is 
between the economic and political interests 
of the lower caste-tribal-Muslim masses on 
the one hand and the traditional elite-the 
upper caste combine on the other. Within this 
pseudo-game, some are ranged against unity 
between Hindus and Muslims while others 


promote unity and harmony. However, both 
the sides refuse to go beyond this shadow 
boxing. No wonder, the game suits the handful 
of elite among the Muslims too. 

The mass of Muslim community and the 
lower castes and tribals are together duped in 
this false game of religionised politics. The 
Muslim masses in particular are made a pawn 
in the game of the Hindu upper caste players, 
with the silent complicity of some Muslim 
reactionaries. 

The problem of the Hindu vs Muslim in the 
subcontinent cannot be explained by any 
primordial hatred between the two 
communities apparently believing in two 
different sets of ’gods’. In fact, such 
monoliths of the Indian Muslim ani. the 
Indian Hindu never existed in history at the 
levels of culture and political economy. They 
were necessitated for the preservation of the 
traditional order of superordination and 
subordination that had begun to melt at the 
dawn of modernity. The trajectory of 
Hindutva needs to be grasped accurately if 
we are to meet and neutralise it effectively. 
Seeing the problem purely at the level of the 
Hindus vs Muslims and the muluplying prayer 
meetings and Sadhbhavana committees may 
to some extent reduce noting but the 
permeation of the society and polity by the 
poison of Hindutva cannot thus be 
contained. The principle of peaceful co- 
existenc so often invoked by the ‘democratic- 
.secularists’ is indeed a praiseworthy slogan 
against Hindu-Muslim conflicts; however, it 
is at best only a presenption against the overt 
symptoms and at worst an encouragement to 
the covert and more dangerous forms of 
Hindutva. Hindutva has to be seen for what ii 
IS in substance and faced squarely, pnmanly 
at the level ot civil society 


Just Out 


SOCIETY AND CHANGE 

Vol IX No. 1 Editor: Buddhadeva Bhattacharyya 

Contents: Is India Still Baml-feudal? : H. Srikanth. 

Imperialism, Third World and Women: A Note, Sug^na Pathy. 

Anil Roy, Subhas Chandra Bose and the Forward Bloc: David M. Laushey. 
Book Review: Debesh Roychoudhurl, Srabani Rai Ciiaudhuri, Ramakanta 
Chakraborty, Rajat Kanti Das, Qoutam Muknerjee, Tarapada 
Chattopadhyay. 

Annual Subscription Rates: 

Individual: Rs. 65 Institutional: Rs. 105 

s« 

This Issue : Rs. 20 

For all communication, editorial and business: 

SOCIETY AND CHANGE 
C/o Buddhadeva Bhattacharyya 
(3C 217 SaltLake City Sector III 
Calcutta Pin 700 091. 


Economic and Political Weekly June.) I, 

»v - . 



REVIEWS 


Decolonisiiig Third World Culture 

Malini Bh«ttacharya 

British Romantic Writers and the East: Anxieties of Empire by Nigel Uask; 
Cambridge Univereity Press, Cambridge, UK. 1993;.published in India by Foun- 
jation Books, New Delhi, 1993; pp xvi + 266, Rs ISO. 


FOR those of us who grew up to be students 
of English Literature in po$t-1947 India, 
Eng-lit studies had remained for long a 
sanitised and conflict-free area within which 
identification with the perspective of the 
metropolitan subject had seemed to be 
possible. British romantic writing, in 
particular, was regarded by Indian academic 
P tradition as a co-extensive heritage, ours in 
the/same way as it is theirs. It is only during 
the last couple of decades or so that our 
otherness in relation to English literature has 
become an object of study; in fact, since 
Said's Orientalism, Eng-lit students in India 
too have had to take account of the dimension 
of impoialist hegemony in the academic 
space inhabited by them. 

Leask’s book participates in an exciting 
project in this particular context, not only 
from the point of view of Indian students of 
British Romantic literature, but also for those 
interested in studyiitg the workings of culniral 
relationships in a ^lonial situation. Leask 
} iscorrectlycriticalafSaid’sessentialismand 
as his title suggests^ Leask’s emphasis is on' 
the fissures and disjunctions within 
metropolitan culfural form in historical 
interaction with colonial experience, of which 
British Romantic writings is the specific 
example chosen by him. It is a study of “our 
imperial history against the grain”. 

Leask sees the historical context of 
orientalism in Romantic writings as 
coinciding with the transition from 
“mercantilist trade relations” to a "more 
programmatic intervention in the affairs of 
African or Asian nations" (p 17), to 
“participation in the civilising mission of 
r 19th century European culture or the 
expansionist dependence on colonial 
meets’* (p 22). Elsewhere, this new approach 
IS describe as early 19th century “liberal 
imperalism”; it employed enlightenment 
attacks on the tyranny and priestcraft of the 
ancien regime to justify the conquest of non- 
European societies and culture. Its appeal to 
"diffusion of civility” is, on the other hand, 
contrasted with a later phenomenon, namely, 
“theemergent discourse of racial superiority” 
or the strategy of justifying illiberal colonial 
policies by “blaming the victims" (p 79). It 
rather consists in the appropriation of “diverse 
. orprimitiveculturalformsbyauniversalised 
(i e, European) moral imperative...” (p 23). 
The history and ideology of western 
nationalism is riven with contradictions 


arising from this, and the ambivalences of 
this approach impart a rich complexity to the 
Romantic perception of India and the cast. 
In Leask’s study, the analysis of this 
component within Romanticism is fuither 
link^ up with the Romantic perspective on 
gender relabonships where male sexual desire 
and the desire for colonial appropnation 
sometimes turn into each other’s analogues. 

Leask’s book thus seeks to contnbute to 
a ‘re-politicisation’ (also perhaps re- 
historicisation) of Romanticism where 
Romanticism is freed from the ‘Prison House 
of Language’ into which NewCnticism and 
then Structuralist and post structuralist 
criticism had placed it; the book derives its 
vantage-point from the statement of the fact 
that the “political and ideological concerns 
of poets like Wordsworth, Byron, Shelley 
and Keats are now read as being constitutive 
of their poetry rather than merely 
’background’ material”. Leask also perceives 
a certain ‘blindness’ on the part of Bntish 
leftist critical tradition in this respect and he 
thinks that this is one of the reasons why 
these ‘anxieties’ generated within Romanti¬ 
cism by the colonial experience, ‘anxieties’ 
the reading of which he considers crucial for 
“a decolonisation of our culture”, have been 
a neglected area in studies of Romanticism. 

Further, while criticising Said’s notion of 
a totalising, monolithic western Orientalism 
imposing its seamless and unambiguous 
presence on the Onent, l-eask refers to Homi 
Bhabha’s theory of colonial discourse as 
offering a more ‘suggestive model’ In spite 
of its ‘historical weaknesses' he finds the 
psychoanalytical components in Bhabha’s 
m^I usefiil: 

The Indian as ‘self-consolidating Other‘ of 
European subjecthood occupies a place 
analogous to Freud’s fetish-object in 
psychoanalytic theory, object of an 
identification which fluctuates wildly 
between narcissism and paranoia (p 84). 
One way of understanding the ‘anxieties’ is 
through such analogues. Also a study of the 
’mxieties’ of empire, of disjunctions and 
Assures within Orienulism may be extended 
to a point where the colonial subject also 
does not remain the mere passive space within 
which Orientalism enacts itself, a mere 
inarticulate recipient of its impositions. 
Bhabha’s thesis ^mits the potential ability 
of this subject to cfeconstruct the colonial 
space; thisiscontrastedby Leask withGayatn 


Spivak’s thesis of the speechless subaltern. 
Leask’s use ot the psychoanalytical model 
IS not uniformly appropriate as in the 
discussion of Shelley's Alastor and I think 
even without Bhabha's somewhat tortuous 
theory of hybndism. it is possible to offer 
other models of the self-ailiculation of the 
colonial subject, but on the whole, Leask’s 
excursion away from Said towards a more 
complex historicism offers an interesting 
break. 

Centra] to Leask's study of the Romantic 
writers are the chapters on Shelley, the 
excursus on possible links between some of 
Shelley’s writings and some of the writings 
of Rammohan Roy being of particular interest 
to the Indian student These chapters on 
Shelley are the most elaborately worked-out 
parts of Leask's volume, and are flanked by 
other chapters on Byron and De (^incey. 
But an intricate fabric ot intertextuality is 
woven with materials from diverse sources 
like Southey, Lady Morgan, Thomas Medwin 
and Coiendge. These sources are used to 
demonstrate the different ways in which 
ambivalences about the Orient as an object 
to be appropriated are worked into various 
Romantic texts. According to Leask, these 
ambivalences ttum up in the writings of 
conservatives and supporters of the empire 
like DeQuincey as well as in those of radicals 
like Byron and Shelley 

Byron, for instance, has little sympathy for 
theprojectsof impenalism. His sharp critique 
of the European assumption of moral 
superiority is evident in many of his Eastern 
Tales which are discus.sed in detail by Leask. 
Yet his placing of the paradigm of moral 
superiority in an aristocratic, republican, civic, 
humanist heritage, m short, a ‘Hellenistic’ heri¬ 
tage, underscores by contrast ‘Asiatic’ values 
of violence, eroticism, fatalism and intoxi¬ 
cation which arc seeking to swamp these. 
European impenalism by implication, becomes 
a deviation and a decline from the pnstine 
punty of Hellenistic values Even the wntings 
of Byron thus remain dependent on an “orien¬ 
talist dichotomy between ^ (fading) European 
illuminism and Asiatic darkness” (p 61). 

Byron is an example of the transition from 
the position which regards the cast as 
mercantile commtxlity to be consumed to 
that which constructs the image of the east 
as the cultural ‘other’ which is the object of 
both ‘narcissism and paranoia’. Byron’s 
‘aristocratic radical’ ideology and the 
‘uncanny anticipation’ in some of his poetry 
of the negative, repressive aspects of 
Enlightenment complicates his response to 
‘European civility' But De (^incey stands 
at the other end of the spectrum. ‘European 
civility’ under threat from ‘oriental’ 
degeneracy turns in the posi-Sepoy Mutiny 
period ‘guilefully’ into ‘violence and 
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ooncion’ An example of one of the more 
apt uses of the psychoanalytical model is 
found in Lcask's deconstruction ot one ol 
the “most dramatic episodes ot the 
Confe\uonsofan Opium Eatei \ the account 
of the sudden visit of a Malay to Dove 
Cottage while De Quincey was resident there 
Hie whole episode has a nightmare quality 
as fxesented by De Quincey and he attempts 
to exorcise the appantion, described by 
epithets like demon’ and 'tiger cat first by 
reciting from the lhad and then by plying 
hii unwelcome guest with a large portion ot 
opium, the assumption is that the insocation 
of Hellenism—the ‘literatuic ot |Miwer 
may have the magic effect ol luliicing the 
Malay to submission, then the need to 
dominate is compounded into the need to kill 
through the proffering ot opium Very 
adroitly, Leask translates Dc Quincey s 
paranoia into historical terms, arguing how 
this paranoia is defined by the ‘anxieties of 
empire', and finding analogies between his 
'class hatred' and ‘race hatred —in both 
there is a perverse identification with the 
'other', the identification also signifies how 
movingin the opposite direction from Byron 
the conservative pro empire Dc Quincey 
am ves close to the same point In his writings 
The ideals of the European naliiin stale and 
the rights of individuals arc lurleitcd by the 
imperialist projections and Malihusi in tears 
of an enormously expanding mclropolilan 
population as well as ot a ‘yellow peril arc 
subliminally represented as concomitants ot 
global capitalism (p 227) 

Impenalist tnumph tschanged to impenalism 
fearing itself in teanng the ‘other 
Leask nghtly assumes that the perception 
of the curse of power is nowhere ui such abid 
ing concern as in Shelley s writings and that 
as such the theme of'empire as the ultimate 
repository of power cannot be absent there 
It IS tempting tor admirers of the radical 
energy of Shelley’s poetry and those who 
are tolerant of the utopian optimism which 
breaks through the despair of much ot hu 
wniing. to believe that he was sc iiching toi 
a voice to say albeit late in his short poetic 
career, what no other conicmpnnry British 
writerevendreamedotsaying Namely that 
the colonial encounter need not exhaust the 
possibilities of the meeting ol ditferciu 
cultures and that the option might remain 
however apparently iountcr factual ot 
imagining communities premised neither 
upon paranoiac discriminations nor 
fmishistic idenuficaiion, the twin pathologies 
of imperialism (p 169) 

In Prometheus Unbound, particularly m ihe 
working out of the Promethcus-Asia 
relationship in the dramatic agon. I^ask dis - 
covers the suggestion ot such an option 
which leaves behind the narcissistic 
appropriation of the other through which 
onentalist dichotomies arc sought to be 
overcome m Alastor or in Revolt of Islam 
The option at the level of the gender paradigm 


offered by the Promctheus-Asia relationship 
also opens up by analogy an option in the 
racial paradigm Leask worksoutthisanalogy 
very forcefully One lecis, however, that a 
too simplistic reading ot Shelley's other 
I) r ical drama //(//mis indicated in thecursory 
comment that its metaphoric and narrative 
cncigyissusiai ned by “asserti ve rationalism 
(m a qualified form)” Shelley’s comments 
on the LurOpcan despots in the Preface to 
//(lias IS an indic ation that .Mahomet cannot 
be s lid to represent oriental imperialism as 
oppnsidxo Hellenic (European)rationalism 
Also I eask s thesis regarding Shelley’s 
perception ol an'option' in ihe meeting of 
cultures would perhaps have been 
strengthened if there had been some 
discussion ot the critique—rather self- 
criliquc—ol I uropean Enlightenment which 
IS put in Rousseau s moulh in Tnumph of 
Ufe 

For all this howcvei Leask's critique of 
the gencial blindness on the part ot Bntish 
I cIltowardsihi'F mpire", reflected in Shelley 
criticism 111 the failure to perceive the 
accummodatton which Shelley s radicalism 
makes with the question ot imperialism is 
very well taken Specially because Shelley 
was a radical idealist one must liHik at hts 
representation ot the issue tai more critically 
Like the Utiliiaiians he often m.ikcs Hindu 
c ulturc the emblem ol irrational obscurantism 
bin docs It hamper hts perception ot the 
anoni.ilies ot impcrialisl moral design'^ 
Leask s .irgumeiit that 
Indi 1 IS an oxymoropic figure in his poetry, 
the sitcol a lovolulion whit h is also a tonn of 
imperial domin itioii a contradn lion which 
ciitorcis a particul ii ly toiluous deploy meni 
ol the metaphors and narrative turns (as well 
as suppicssions) ot the oiicntahst archive 
(p79) 

has 10 be taken very seriously Shelley’s 
(WK option of an option tothcscdichotomies 
m Tronu tin us I 'nioiWbecomes all the moic 
iiiteiesiing il wc admit the above cnitque 
It IS in the ctmlcxt til this development m 
Shelley s writings that Leask intrixluccs his 
short chaptci on Rammohan Roy’s inier- 
vcniion in metropolitan culture in 1817-18 
Ilicic IS no evidence that Shelley actually 
lead Rammohan s articles on Hinduism 
published in the I 'nilanan Monthls Magazine 
Bill the possibility of his having read them 
IS quite strong larask offers the thesis that 
Shelley’s acquaintance with the thought ot 
the so-called reforming Brahmin' may have 
been a factor in breaking up Shelley’s earlier 
politics ol assimilation', his faith in the 
civilising mission’ ot European Enlighten¬ 
ment revolutionising astatic hierarchies, it 
may have borne truit in the 
'polyphonic texiureofShelley’smajorwork, 
Prometheus Unbound unsettling the norms 
ot both 'orientalist' and assimilationisi 
discourse and permitting the emergence of 
a new account ot the relations between east 
and west (p 140) 


Rammohan’s imeipretatlon of Hinthifm M 
a monotheistic cretin Its pnsnnefonn was ] 

according to Leask, distinct from the 
assumptions of 'onentalist' discourse and at J 
the same time, from the traditionalism of the ^ 
Brahminical hierarchy of the time His 
sympathy with UniUnanism did not prevent 
him from developing independently the 
model of upanishadic monotheism, while 
combining with it his early Islamic and sufi 
training and his later acquaintance with “the 
radical dissenting Christianity of the 
European Enlightenment” Leask quite 
correctly points out that Rammedun is no co¬ 
opted spokesman of metropolitan cuitcre, 
nor a capitulator to Hindu conservatism of 
hts time, but represents a new level of 
discourse which subverts the demands of 
colonial power and offers a new basis for 
a dialogue between different cultures ^ 
Whetherthiscan becalled a 'hybridtheology* 
after Bhabha is, of course, a separate matter, 
but Shelley's 'option' in Prometheus 
Unbound consKts in the perception that such 
a discourse is possible 
Leask’s thesis has special relevance for us 
in India today when economic and cultural 
imperialism of a new kind has been setting 
the agenda ofglobalisationlor the developing 
countries The contradiction of the situation 
lies in that this has the effect ot indirectly 
aggravating, and not diminishing, 
obscurantism and fanaticism For anti- 
colonial militancy to accommodate obscur¬ 
antism IS not unusual in the history ot our ^ 
national struggle Today however, 
modernisation, normally associated with 
rationality, seems itself to breed the irrational 
in our context Powers of homogenisation 
arc reinforcing the subaltern's loss of 
linguistic tools This has the effect of 
encouraging traditions of unreason 
The fact of the coincidence of European 
Enlightenment in the 18th and early 19th 
centuries with the expansion of colonialism 
no doubt assumes a situation where 'reason' 
becomes the instrument of colonial 
hegemony Within the space of Romantic 
writings, Leask explores this “complicity 
between Enlightenment and its histoncal < 
bedfellow, European impenalism” (p 60) 
While wholly agreeing with the relevance of 
such an expIoratiQp,Ithink It IS also necessary 
toaskwhetheritis not possible to see 'reason' 
as a multilateral concept and not essentially 
a by-product of European Enlightenment 
and impenalist hegemony It may have 
analogues in different histoncal situations 
There may be traditions of uncominomising 
rationality in different cultures, not 
necessanly Europeait^ 

The advent of Rammohan took place at 
a time when historical circumstances made 
It possible for him to use the maienals of 
therationalisttraditionsmHinduphilosopiiy ' 
(perhaps also Islamic philosophy) as well 
as hts later contacts with European 
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EnUfhMOinemJn Older u> itrikc » new patti 
■wey fhMn both the ‘orioitallst* diicoune 
and that Hindu traditionalisin which fell in 
uep with the oiientalists. This is why it seems 
(0 me that fihabha's thesis of 'hybridism* 
may not be very helpful in understanding 
the new perception worked out of indigenous 
sources that Rammohan represents. 
Ranunohan's anti-‘Sati' writings also show 
that while looking for poinu of alliance with 
Enlightenment rationalism and its 
revolutionary outcome, Rammohan's 
programme for the reform of Hindu society 
was based on a logical structure that was 
genuinely indigenous. At least it develops 
a relative autonomy vis-a-vis the cdonist 
discourse. The rupture that he is able to create 
in the official perception of women comes 
from this and not from his adoption of a 
westernised, elitist position as suggested by 
some scholars. 


WHEN tools dictate the questions and design 
the answers, truth—the indigent watf—is 
left stranded outside the rigid terms of 
reference. This book in voltes socialist analysis 
to look beyond its historic strengths (of class 
and power relations), to emerge from the 
ennui of tkigmatic ‘givens’ and seek answers 
where nothing is given for sure. In other 
words, it highlights the felt need for new 
concepts and analytical tools to explain and 
provide solutionsfor problems inaframework 
of changing institutions and ongoing 
processes. 

The book, a collection of essays on food 
production, distribution and consumption, 
highlights the fact that the ‘food question* 
is not the same everywhere. The complexities, 
and contradictions of “actually existing 
capitalism** are brought out through careful 
analyses of the institutions of capitalism- 
markets, gender relations and labour 
relations. The actors—peasants, merchants, 
governments, aid agencies, scientists, 
politicians and bureaucrats—operate within 
the all-pervasive institutions of cafutalism. 
These institutions ate located vrithin spepiflc 
space-time contexts and the actors* response 
to food (whether it is a production pr^lem 
or consumption constraints) is part of—often 
the very basis of—their survival strategies 
within these institutions. This essentially 
impartt significant differences even within 
apparently homogeneous groups. For 
instance, peasants, the agrariau petty 
commodity producers, are not a uniform 


Shelley may or may not have read 
Rammohan*s articles on Hinduism, but the 
radical, utopian-revolutionary aspect of 
Enlightenment reason which Shelley 
represented-^that which caused the 
‘anxieties* regarding the dichotomies of 
iinperialist discourse—may well have helped 
him to construct imaginatively the basis for 
the kind of dialogic option which Leask finds 
in Ptometheus. The fact of Rammohan’s 
model of rMionality being there at the same 
time is a historical corroboration of Shelley’s 
perception. Leask correctly diagnoses the 
importance of the intervention of imperialist 
ideology in Romantic literature and considers 
the study of it essential for ‘decolonisation 
of our culture', but I think he still leaves it 
for Eng-lit academics in the third world to 
explore forms of indigenous (and subaltern) 
rationality which may offer a model for 
decolonisation of third world cultural forms. 


social category. Bemstein(Cluq>ter6)argue$ 
that peasants are very much part of the 
comptexitiesandcontradictionsof capitalism, 
and thereby, just as stratified. The message 
is that analyses of peasantry must use the 
socialist tools without assuming that a 
particular schema/theory of differentiation 
applies everywhere, under all circumstmices. 
and produces the same results. There is no 
one peasant way. Institutional differences 
(class, gender relations, ecological and 
exchange systems) within/intemal to the 
peasantry are as integral to exploitation and 
differentiation, as those external to peasant 
communities. The question in both theory 
and practice should be ‘which peasants?’ 
Following which, socialist coHiperation (as 
distinct from capitalism and tareaucratic 
socialism) would be the essential political 
solution to the problem of impoverisation of 
the peasantry. However, in advocating 
sociidist co-operation as a valid solution, 
Bernstein seems to harbour a seemingly 
innocuous desire for revolution of a 
particular kind. Revolution and radical 
change, yes; but hopefully not of one 
particular kind If differenti^on is complex 
and highly diverse, a uniform political 
solution will only add to existing 
contradictions. 

TNe peasantry or the entire rural populace, 
for that matter, is a dynamic erttity where 
survival strategies are constantly revised and 
renewed to overcome market, labour, 
eccdogical and gender barriers U> food. The 


institutions that are created/modiEed/ 
dismantled by women in situations of food 
crisis are discussed by Whitehead (Chapter 
3) and Kabeer (Chapter 12). Genderfsexual 
politics is the root of the apparent andimpiicit 
differences in the way poverty and food 
cases are created and resisted. Whitehead 
asks for academics—even those who rdtente 
the feminisation of poverty—to recognise 
this sexual politics of poverty. We (men and 
women) do not live in a world of rational 
expectations and individual choices; our 
gender differences obscure the options open 
to us as human beings. Kabeer's analysis oi 
these options and survival strategies in the 
context of institutional constrainu agun 
makes us question basic concepts of 
dependency, bargaining power and collective 
responses or small group behaviour. 'Hie 
difference between Kabeer’s niral women 
and their urban counterparts (Fryer, Clhapter 
11) is marked by both the alienation and the 
incapacity to challenge the parameters of 
oppression, that characterise urbanisation. 
Yet from the proverbial frying pan they go. 
almost willingly, to scrounge in the urban 
wilderness. These migrations from their 
villages, from institutions of family and 
kinship are prompted by macro policies 
dictated by international agencies and 
implement^ by the 'development* state. 
Mbilinyi (Chapter 10) draws out the ways 
in which wage labour, especially women, 
respond to such “structural adjustments of 
capital and labour in favour of capital’’. Once 
again, the book focuses on a sensitive issue 
even in the most progressive of democracies, 
viz, decentralisation The fact that support 
of workers and women is a prerequisite for 
successful structural adjustments in less 
developed countries is yet to find a place in 
the macro-policy maker’s intellectually (not 
socially) infomied debate. 

While Mbilinyi’s focus is on increasing 
marginalisation of women (through 
institutions of capital and patriarchy amply 
aided by the state) in agribusiness complexes. 
Watts (Chapter 13) delineates the 
transformation of the peasantry, under 
‘contract farming’. Adding a new dimension 
to. the mode of production debate. Watts 
defines contract farming as a form of social 
organisation. It Js the ideal vertical co¬ 
ordination of inature capitalism, where 
agricultural production isdirectly determined 
by the “complex and changing profit 
conditions of global capitalism" (p 149). 
When the basic farm resource—land—is 
pledged (by the state, the large capitalist 
fanner or the peasant) to capital, the entire 
farm sector is incorporated into the ‘big 
slavery' of corporate producuon. This, Watts 
points out, corresponds with flexible 
specialisation in the manufactunng sector. 
Both are marked by a deepening division of 
labour, changes in organisation of production 
and reintegration of control by capital 


The Food Question 

RidcgwariS 

The Food Qoestioii; Profits versus Peopk? edited by Bmstein, Henry, Ben Crow, 
Maureen Mackintosh, and Charlotte Martin; Earthscan Public^ons, London, 1990. 
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(situated outside and truly distant from the 
location of production). 

Contracting of a different sort, more 
pervasive and highly di versified, charactemes 
the relationship of agricultural producers 
(large, marginal, small) with capital, through 
the 'awkward class’, the merchants. Harriss 
(Chapter 8) details the secondary surplus 
appropriation through the complex and 
diverse activities of the merchants in 
agriculture. Merchant capita) has achieved, 
through its blatant profit motives, an 
integration of the technology and finance 
components in agricultural production, that 
state-sponsored agencies have been 
floundering about for decades. That the state 
has failed to achieve this is causally related 
to the mutual interests shared by the state 
and the merchimts. Harriss brings out the 
opportunism of merchant-capital, effected 
through sponsoring from time to time, 
political parties that support their 
unscrupulous extraction. As in the case of 
contract farming, merchant capital is also 
endowed with (what I would call) the greatest 
achievement of mature capitalism, viz, 
unaccountability. The days of industrial 
workers or farm labourersconfronting capital 
directly, regarding wages or food, will soon 
be part of history. In our times, the 
industrialist, the financier, and the 
gov«ninent areal] accountableonly to capital 
and theirown profitand power accounts. The 
complexities of actually existing capitalism 
increase in direct proportion to the degree 
of social unaccountability. 

The political consequences of this 
unaccountability of capital once it enters 
agricultural production are evident in the 
papers by Pamaik (Chapter 7) and Banra 
(Qiapter 9). The political crises that third 
world countries face, following 
implementation of the capitalist agricultural 
strategy, reveal the institutional mismatch 
between existing (land and labour) markets 
and the ones demanded by capital. The state 
is taken to task through militant responses 
of various kinds, by those who have received 
a few crumbs of the cake and want more 
(landlords and capiulist farmers), as well as 
those who have lost their minimum daily 
bread (peasants and rural labour). One 
poignant insight from these pieces is that 
peasant uprisings in the 1980s have been 
shorn of the direct confrontation with capital, 
characteristic of earlier times. Now, the state 
(a tool in the hands of global capitalism) and 
its bureaucrats.suppressdisgruntied peasants, 
devise price pol icies to appease large farmers, 
design doles or simply forget the existence 
of impoverished rural labour, all amounting 
to increased accumulation elsewhere. This 
confusion in locating the 'villain* is nowhere 
more significant than in the scientific research 
establishments of capitalism. Buttel (Chapter 
14) captures these complexities in 
biotechnology research and its implications 


for the third world. Yes, there is immense 
potential for development using 
biotechnology: but this has to be preceded 
by political change and not fore-doomed 
with the political crises that have marked the 
green revolution technologies. The 
international political economy of food that 
wasplayedbetweennationstatesinthe 1960s 
IS now enacted among multinational 
corporations.- 

Fnedmann (Chapter 1) and Crow (Chapter 
2) examine the centrality of ‘aid* in 
international food policy, through ahistoncal 
review of third world fo^ dependence. Food, 
the capacity to produce it and consume it, 
is a part of class politics played in the 
international arena. Friedmann's discussion 
of the production issue is validated in several 
other pieces in the book. It is, however, only 
one piece that explains how urban 
consumptionism in the west (the British diet 
for example) is an important determinant of 
food availability, access to food, and 
environmental consequences of production 
strategies followed to mMt such excessive 
consumption pat|ems(Jenkins,Chapter IS). 
The way international markets work to 
increase the imbalances in food production, 
and reinforce thecontradictionsof capitalism, 
IS highlighted. 

In adiscussion informed by recent changes 
both in the capitalist and socialist worlds. 
Mackintosh (Chapter 4) calls for a rethinking 
of the concept of ‘markets'. The 'access to 
food’ argument advocated by international 
agencies (the World Bank) is one that ignores 
the terms under which people come to 
markets. Mackintosh concludes that this 
limited view of the market (as per micro- 
economic rationale) is the antithesis of food 
security. We need to reconsider what market 
liberalisation means: it involvesopening new 
and wider markets for agricultural produce, 
and constructing narrow, dispersed, and 
enslaved labour markets. Ultimately what 
does food, access to it, and the capacity for 
self-determination mean in the context of 
this market liberalisation? For those enthused 
to seek answers, the book provides a reading 
list (Martin, Chapter 16), true to the kind of 
open-ended questions that are posed by the 
articles therein. 

It IS evident that the authors believe in 
political solutions to the varied and complex 
food question. But nowhere is it clear as to 
how this new political form will be different 
from existing capitalist democracies and 
autarchies or the socialist state (of worse 
repute in recent times than all the crimes of 
capitalist states put together). The socialist 
co-operation (though not conceptually 
clarified) envisaged by Bernstein does 
demand local decision-rnaking capacity. In 
this world of increasing globalisation and 
transnational capital movements, these 
recommendations for small locally controlled 
groups/administrations do seem far fetched. 


More important is to ask whether this is a 
repetition of past mistakes, perpetrated 
when we had believed in global idylls. That 
history reveals patterns, interesting 
permutations and combinadonsofinstitutions 
and actors in various historical contexu, 
must suffice to convince us that there cannot 
(and should not) be an absolute uniform 
solution. 

The book, however, provokes fresh 
questions and after revealing how existing 
tools of analyses are inadequate, induces the 
search for new conceptualisations and 
theoretical frameworks. There is a parallel 
here, with the first school of institutional 
economists, who, while emphasising the 
relevance of the historical processes in 
development, called for new terms of 
reference and/or theoretical frameworks. An 
example in the context of this book would 
be Commons' concept of the ‘going 
concern'.* When the family, a corporation, 
markets, the state, and institutions of the like- 
are conceptualised as going concerns (defined 
as a proper synthesis of going plant and 
going business), the conflicts and solutions 
sought to them within these institutions can 
be explained in terms of the three types of 
transactions (bargaining, managenal, and 
rationing). Add to this the cognisance that 
these transactions are kept together by 
working rules, that these working rules ate 
part of the dialectics of the historical process 
and are bound to change over time, and 
we give the economics (the political 
economy) of food a new set of tools. When 
working rules are placed in perspective, 
within the social, anthropological and 
cultural contexts, the analysis is cleared 
of the economism—the oft lamented 
tendency observed in the new institutional 
economists to reduce all transactions to costs 
and benefits using the tools of micro¬ 
economics—that so taints institutional 
analysis in recent times. 

What this book brings out most 
significantly is the undeniably strong 
institutional imperatives that determine who 
eats what and under what conditions. For all 
of us trained to .seek solutions in demand and 
supply equations, the articles here are 
exercises in redefinition. They question the 
essential assumptions we use to estimate 
demand and the feality we neglect while 
quantifying supply. For those of us who 
seethe world polarised in terms of 
classes and power structures, it teaches 
us that homogeneous classes and power 
relations exist only on paper. Most 
poignant is the message that Bernstein 
and company deliver;, flux is the only 
certainty. 

Note 

* John R Commons, 1934, Inmiutional 
Eftuumiis. UsPlaiem PoliiUalEctmmy, The 
Macmillan Company, New York. 
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SPECUL ARTICLES 


Role of Economic Planning in India 
in the 1990s and Beyond 

V M Uandckar 

The Five-Year Plans have made a distmctum between the public and pin ale \ec tan ft am the \er\ beginning The plan 
targets have been pre\criptnc foi the public sector, the Planning Coinimwion acting a\ a clearing house for many crucial 
economic decisions taken at diffeienl institutional and legional Usds, foi ensunng intci-sectoral and inter-teinporal 
consistencies by the use of a formal 'economic iiuideP 

For the private sector, the plan targets have heeiioiih indicatne The diffc tenet now is that whereas earlier, to enforce 
indicative targets in the pinate sector, instruments such as 'taxes and subsidies' and puces licensing and quantitative 
controls' were deliberate^ used, beginning with the Eighth Plan, planning will base to optrate in a more deregulated 
environment as far as the private sector is concerned 

The important question is how mdicatise planning for the prnate sector in a more deregulated environment, with 


hardly any instruments to enforce the 

BEFORE we discuss the role ot eiononiic 
planning in the 1990s and beyond, it will 
be useful to see how the Planning 
Commission conceives its role in the Lighth 
Plan (1992-97) It takes note ol the 
“widespread changes which have alteicd the 
international social and economic order” 
and emphasises that it must “lespond and 
adjust to the changes quickly and c rcati rely” 
Hence, the Eighth Plan is a “Plan for 
managing the change, lor managing the 
transition from a centrally planned economy 
to a market-led economy without tearing uur 
socio-cuitural fabric" [Planning C ommission 
1992 Vol 1, p il 

Herein lies the rub It is time to realise 
that *our socio-cultural fabric' is essentially 
anti-market There is a populist concern for 
the small, the poor, the weak, and the 
backward, the one lagging behind, in shoit. 
the one who will not survive the competition 
in the market place He must be helped ana 
protected This is admirable Unfortunately, 
this ismatched by an irrational animus against 
the strong, the one who will suivisc the 
competition and will grow without social 
assistance because, in that case, he must be 
robbing the poor and exploiting the weak 
Therefore, even if it may not be possible to 
help the poor and the weak positivelv and 
adequately, it is supposed to help the poor 
and the weak if the strong is constrained and 
his growth contained This is the policy 
syndrome called ‘Growth with Social Justice' 
with greater emphasis on Social Justice than 
on Growth In the process all elements of 
growth have been cnppledandall motivation 
for standing on one’s own made redundant 
As a result, growth has suffered and, in 
consequence, also social justice Fhc 
economy does not produce enough to help 
those who must be helped If this is indeed 


indicated targets, will fit into oserall ee'e 

'our socio-cultural fabric’ no giossth is 
conceisabic wilhout tearing it apait 
One ot the first tasks ol the Planning 
Commi ssion in the 1990s and beyond should 
he to educate the people and the politician 
on this point Fxonomic rcsiructui mg requires 
restructuring of traditional values and 
behaviour and this should be explicitly 
included among the goals ot I uturc economic 
planning In deference to those who will 
consider nothing unless it is done elsewhcic 
and reported by a foreign author, we may 
note that the First Five-Year Plan (1962-66) 
ot the Republic of Korea, in its goals 
"included ‘modernisation’ or the 
restructuring ot the traditional values ,ind 
behaviour as well as the tnoie usual economic 
ob|cctives” (Ku/ncts 1990 6591 
This IS an educative function and to be 
able to pursue it as a plan goal, the Planning 
Commission must hecomeapiiicly advisoiy 
body stripped ol ail exccuiive authority if 
this IS done, it may be able to pionourice 
and piobc into some ot the unspeakable 
truths of the situation, as in tact the Korean 
First Five-Year Plan did ‘What is jicrhaps 
most unusual about this plan is the grim 
pictuic ot eailiei toiruplion and economic 
stagnation painted in its fiist cliaptei IX‘spite 
large-scale >iid lising standards were still 
very low Arbitrary assessment by 
capricious lax otficials |made) evasion 
prerequisite for staying in business, many 
cntrcpicncurs went into unsavoury league 
with politicians and bureauciats, land] 
virtually all soc lal evils were connec ted with 
greed and maladmi,iisiraiiun of government 
officials” IKu/ncts 1990] 

In short, the economic planning in the 
1990s and beyond must he truthful, to the 
extent,available data and the limitations ot 
macns-cconomic modelling permit, and must 


ncrmic planning. 

cease to be the election manifesto of the 
ruling political paity Planning Commission 
as It IS presently constituted does not 
guar.intee this “As an institutional safeguard 
against the Planning Commission operating 
as a department of the central government. 
It may he net essary to the commission under 
the inter-state council envisaged in Article 
263 of the Constitution Also the appointment 
(if the members ot the Planning Comiiiission 
should be approved by the council In fact, 
in all matters relating to centre-state financial 
and economic relations, the president should 
be guided by the council and not by the 
central cabinet" [Gulati and Genige 1988: 
II 32] 

1 hough It IS said that the Eighth Plan is 
a Plan tor m.maging the transition from a 
centially planned economy to a market-led 
ecunumy" |p (i)j, elsewhere it is also said; 

I he leiuialised phinning of the type 
piactised in socialist economies did not exist 
in India ever In piactice, the market has 
dctcrniined allocations in a major segment 
ot the economy' [ I S 2] But, “So long as 
public sector mvcstmeqt is a significant 
proportion ot the total investment, planning 
in iclaiion to iho public sector has to be 
detailed identifying specific projects m 
the \ arious sectors Besides, the plan of the 
centre will have to be appropnately linked 
with the state plans as both the centre and 
the slates have responsibilities in almost all 
areas All this is analogous to corporate 
planning' 11 5 IIJ 

We may note that, in the Eighth Plan, the 
public sector ciinstitutcs 70 78 per cent of 
the total planned' investment (that is, leaving 
out the household sector) The Planning 
Commission has a budget (1993-94 BE) of 
Rs 101 70 ciore and directly controls the 
annual plan expenditure ot the central 
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govenunem amounung to R& 41,231 crore 
(1993-94 BE) and indirectly the plan 
expenditure of the state governments, other 
thin that provided by the cemral assistance. 
The total expenditure of the central 
government ainounts to R$ 1,31,323 crore 
(1993-94 BE) of which Rs 41,231 crore 
(3M1 percent) is directly controlled by the 
Planning Commission. If we consider only 
the capital expenditure, the total capital 
expenditure of the central government 
ainounts to Rs 29,484 crore (1993-94 BE) 
of which Rs 17,066 crore (37 88 per cent) 
is directly controlled by the Planning 
Commission. Undoubtedly, this is an 
awesome authority. 

Presumably, to allocate this enormous 
investment to different sectors/states, the 
erstwhile 'planning process' will continue. 
In fact, phrases such as "forcing public 
enterprises to minimise costs and maximise 
efficiency" [4.3.2] and “the government 
de pa r tm ents providing these [public] utilities 
should be forced to become by imposing 
harder budget constraints on them" [4.3.20] 
are found used in the Eighth Plan document 
(emphasis added). “For the rest of the system 
(presumably, private corporate sector), the 
plan will be indicative outlining the broad 
directions in which the economy should be 
glowing” [1.3.11]. 

This is not peculiar to the Eighth Plan. A 
distinction has been made between the public 
and private sectors from the very beginning, 
“nie plan targets have been prescriptive for 
the public sector, the Planning Commission 
acting as a clearing house for many cnicial 
economic decisions taken at different 
institutional and regional levels, for ensuring 
inter-sectr^al and inter-temporal 
consistencies by the use of a formal 
‘economic model’. For the private sector, 
the plan targets have been only indicative. 
The difference now is that, earlier, to enforce 
indicative targets in the private sector, 
instruments such as ‘taxes and subsidies’, 
'prices, licensing, and other quantitative 
controls' were deliberately used while, 
economic planning beginning with the Eighth 
Plan, so far as the pn vate seaor is concerned, 
will have to operate in a more deregulated 
environment. The important question to ask 
is how indicative planning for the private 
sector in a more deregulated environment, 
with hardly any insUuments to enforce the 
indicated targets, will fit into overall 
economic planning. 

But before we answer that question, let 
us Gist see whether economic planning in 
Ihe public sector, which includes central and 
stale governments and their undertakings, 
will be, or rather, should be any different 
without sacrificing the inter-sectoral and 
inter-temporal consistencies ensured by a 
formal economic model. A bnef descnption 


of the model used in the Seventh Plan may 
be useful. The following is taken from A 
Technical Note on the Seventh Flan of India 
(/985-90).particular)yChapterl,dulyedited 
and abridged. 

Economic Models 

Planning in India began with the First 
Five-Year Plan (1931-36). The planning 
models in the First and Second Plans were 
focused mainly on the growth potential 
determined by the savings potential of the 
economy and incremental capital/output 
ratio. They belonged to the Harrod-Domar 
and Feldman-Mahalanobis family compris¬ 
ing a single sector with no foreign trade. 
Hence, their demand and supply equations 
were the same. Since the Hiird Plan and until 
the end of the Fifth Plan, the input-output 
models basically belonging to the Leonbef 
group were used in order to ensure inter¬ 
sectoral consistencies between the production 
targets. The production targets were mainly 
estimated from the demand side without 
taking into acebunt the supply constraints 
except indirectly, for a few specific sectors, 
by the use ot matenal balances. During the 
Fourth and the Fifth Plans, the input-output 
models were articulated by making them 
'closed* flrst by endogenising imports and 
then consumption in the final demand. The 
Sixth Plan tried to integrate the Harrod- 
Domar and the input-output approaches in 
a demand-supply frame. An investment 
planning model was developed and integrated 
with the input-output system and the demand- 
supply balances were checked over time, not 
only in the commodity and services market 
but also in the markets dealing with primary 
inputs like labour and capital and other 
important non-renewable resources 
[Planning Commission 1980: 1]. 

In the Seventh Plan, the basic model 
remained the same as in the Sixth Plan. It 
comprised a ‘core model’ consisting of (i) 
a macro-economic model, (ii)aninput-output 
model, (ill) an investment model and seven 
major ‘sub-models', namely, agriculture, 
industry, consumption, poverty, export and 
import, financial resources, and demography 
and employment. The core model and all the 
sub-models have twodistincti ve parts: (i) the 
model structure is presented in the form of a 
system of equations which involve a number 
of parameters and which postulate certain 
interrelationships between all major varia¬ 
bles, like consumption, investment, export, 
import, and different policy instruments of 
the government: and (ii) appropriate 
estimation procedures to estimate the various 
parameters either based on observed 
behaviour or technology. 

To begin with, estimates are made of the 
requirements of the economy (demand) in 


the light of certain basic objectivesof growth, 
equity and self-reliance as recommended by 
tim National Development CouncijJ^iDC). 
Thisis done in the ‘core model’. The demand 
IS decomposed into four main groups: 

(i) consumption, both public and private, 

(ii) investment again separated into public 
and private, (i ii) expoits, and (i v) intermediate 
goods. 

The macro-econbmic model consists of a 
number of national income and expoiditure 
identities and this, in combination with input- 
output model, determines investment in the 
terminal year endogenously. Given a target 
rate of growth and base year GDP, saving 
and consumption decisions of’public and 
private sectors and certain other exogenous 
variables, macro-economic model 
determines resources available for invest¬ 
ment. A crucial link between the macro- 
economic model and the input-output model 
is provided by the value of total imports. 
Iterative process between macro-economic 
model* and input-output model ends when 
the value of investible resources in the 
terminal year converge to the same value in 
successive tuns. 

Investment model is then started. 
Investment model derives investment 
requirements at broad aggregate sector levels 
and converts investment by destination into 
that by origin. In case of a misnutch between 
avail^le resources and required resources 
for investment, the latter is adjusted by 
moderating on the post-termimd rates of 
growth. At the end of a run of investment 
model, investment by type of assets 
(construction, machinery and equipment, and 
changes in stock) is obtained and this in turn 
IS fed into the input-output model for a re¬ 
run. Ito’ative process for the core model 
concludes when investment level and its 
asset composition remains the same in 
successive itenuions. 

Sub-models are constructed to go into 
details of certain phenomena that are 
complementary to tte core input-output 
model. Some of these sub-models are 
percussive to the main model, like 
demographic projection^ and assumpUons 
of saving behaviour of different institutions 
in the economy. Certain other sub-models 
are recursive like the employment. By its 
very specification, the core model excludes 
certain variables like land and water, 
aggregates certain commodity production 
activities like in petroleum sectors; assumes 
some variables as givmi exogenously, for 
example export vector. Sub-models are 
constructed to pay attmtion which is tech- 
nicaily necessary but which is not at present 
integrated in the main input-output model. 

The model system tuns on the basis of a 
set of lagged endogenous variables, a set of 
relevant parameters and selected exogenous 
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wilbles including the policy variables. The 
^Muic Mt of parameters in the core models 
a^ the input-output coefficient matrix and 
the capital output ratios. Besides, there are 
other parameters relating to different sub- 
modeb. They refer mainly to consumption 
propensfties/expenditure elasticities, all 
donogpsphy related parameters, functions 
rdatiqg to costs gnd useof natural resources, 
transport coefficients, etc. The basic 
parapkeiers of tlye I/O table are based on 
197S-74 VO (input-output) table of 115 
sectors prepared by the Central Statistical 
Organisation (CSO) duly updated and 
revised. Import use coefficients are estimated 
by using information obtained from the 
CSO regarding destination and imports apd 
allocations in propottion to total input use 
flows among identified destination sectors. 
Capital coefficient matrix and incremental 
capital output ratios (ICORs) are based on 
econometric estimation on the past data on 
capital output ratios worked out by the 
working group constituted for the purpose 
[Planning Commission 1985: 1-S]. 

This is an imposing mathematical structure 
and its purpose is to ensure inter-sectoral 
consistency between production targets set 
by the plan. Without wanting to derogate the 
pursuit of the mathematical model builders 
to represent the economy as a mathematical 
system consisting of a large number-of 
interrelated equations, we should nbte the 
following: (i) Inevitably, it is a highly 
aggregated model. The I/O table for 1973- 
74 originally prepared by the CSO conceived 
the economy as having 115 sectors, that is, 
115 groups of commodities and services. 
Later, this was aggregated into only 60 
.sectors. The CSO has updated this table and 
published a 6&-sector'I/0 table for 1978-79 
and also for 1983-84. Presumably, for 
purposes of the Seventh Plan, the Planning 
Commission has used the last mentioned 
table but has further aggregated it into only 
50 groups. For instance, one of the SO sectors 
consists of sugarcane (including gur), 
groundnut, rubber, coconut, tobacco, and 
crops other than paddy (including rice 
milling), wheat (including flour milling), 
jowar, bajra, maize, gram, pulses (milled 
and unmilled), jute, cotton, tea, and coffee. 
Another sector consists of edible oils 
(hydrogenated or otherwise), tea and coffee 
processing, miscellaneous food products, 
beverages, and tobacco products. Yet another 
sector consists of heavy chemicals (organic 
and inorganic), paints, varnishes, and 
lacquers, drugs and medicines, soaps, 
cosmetes, glycerine, and other chemicals 
(exclumng synthetic fibres and resins). Yet 
aao^ sector consists of tractors and other 
agricultural implements, industrial 
machinery, machine tools, office computing 
and accounting machinery and other non¬ 


electrical machinery. With such aggregated 
sectors, I/O coefficients have little meaning 
and inter-sectoral consistency allows more 
of wheat compensated by less of tea; or more 
of hydrogenated oil compensued by less of 
processed tea; or more of tracton compen¬ 
sated by fewer machine tools. 

Moreover, the data base of the Indian 
economy is probably adequate forestimating 
the Gross Domestic Product but quite 
unsatisfactory for estimation of I/O 
coefficients, capital coefficient or incre¬ 
mental capital/output ratios. Further, many 
parameters of the mathematical models are 
pure guesswork or political pronouncements 
called policy vanables. Finally, with indi¬ 
cative planning for the private sector, as it 
is envisaged in the Eighth Plan, in a more 
deregulated environment with hardly any 
instruments to enforce the indicated targets, 
one must ask what is the meaning of inter¬ 
sectoral consistency which the plan model 
is supposed to ensure. 

For those not familiar with the mathematics 
of modelling and the statistical or factual 
foundations of these models, planning 
models are a great mystery and that is their 
strength. Commenting on planning models 
S P Gupta, who was himself an Advisor 
and Head of the Perspective Planning 
Division of the Planning Commission during 
the Sixth and Seventh Plan formulations, 
says; “Like most economic models, the 
planning models are also abstractions of 
reality. They try to capture the objectives 
and efforts needed in-planned development. 
Their usefulness lies in helping to understand 
the complex economic linkages in alternative 
policy decisions, and to help planners devise 
ways and means to lead the economy in the 
desired direction. However, it is we'l 
appreciated that there are many behavioural 
relations and institutional factors which are 
difficult to capture in a rigorous formal 
model frame, although they may be very 
important to the country's development. 
Therefore, any result based on formal 
modelling should be used with necessary 
caution. But a total absence of any formal 
model structure may result in inconsistencies 
and lopsided priorities in allocating resources, 
indeed, formalised modelling is found to be 
an effective disciplining device in the exercise 
of choice of policy-makers and users” [Gupta 
1989:6]. Indeed, the plan model is the device 
which the Planning Commission has used 
to enforce discipline on the central and state 
governments, their ministries, departments, 
and undertakings. 

In trying to enforce discipline on the 
ministries, departments, and undertakings 
of the central government, as Gupu says, 
much of the work done in the Planning 
Commission, in effect, is a duplication of 
the jobs of different ministries [Gupta 


1989:71]. in trying to discipline the state 
governments, the Planning Commission is 
straining the federal structure envisaged in 
the Constitution. A major task of the Planning 
Commission in the 1990s and beyond should 
be how to (i) avoid duplication of work 
which legitimately belongs to different 
ministries and (ii) recognise autonomy oi 
the state governments. To appreciate the 
nature of the problem, it will be useful to 
recapitulate, even if briefly, the planning 
process and how it moves through the 
labyrinth of the Planning Commission. 

Tlie following account is taken from S P 
Gupta (1989) (in particular, its Chapter 2). 
Gupta, as mention^ above, was himself an 
Advisor and Head of the Perspectivenanning 
Division of the Planning Commission during 
the Sixth and Seventh Plan formulations. 
Of course, the material is suitably abridged 
and edited. 

Planning Commission 

The Planning Commission was set up in 
March 1950 by a resolution of the 
government of India and has now grown into 
a large body with the prime minister as the 
chairman, the deputy chairman, several full¬ 
time members and the ministers of Human 
Rc.sourcc Development, of Finance and of 
Agriculture as ex-officio members. Besides, 
there is a minister of state for planning. The 
day-to-day work of the commission is looked 
after by the deputy chairman. The com¬ 
mission has a collective responsibility but, 
for convenience, each member has charge 
of a group of subjects. In short, it is a parallel 
mini cabinet ui.der the pnnte minister. It has 
a large secretarial consisting of a number of 
divisions (presently as many as30in number) 
which may be classifled into four types: 
(i) general divisions concerned with certain 
aspects of the entire economy, (ii) subject 
divisions concerned with specific subjects, ' 
(iii) service divisions concerned with 
administration, accounts, and general 
services, and (iv) area divisions called the 
State Plan Divisions, where state plans are 
formulated and monitored. By end of March | 
1993, it had a total staff strength of SJIS. 

It IS one of the vei^few government agencies 
which carry a large research staff, consisting 
of experts from all fields of development. 

Nevertheless, Gupta mentions, the 
composition of the staff is some what 
weighted towards civil servants and 
bureaucrats, and much of its wcAk, in effect, 
is a duplication of the jobs of different 
ministries [Gupta 1989:71 ]. This may be so. 
But, we may meiition that the distinction 
bet ween a research'worker in a go vemmeiual 
e.stablishment and a bureaucrat is rather thin. 
Experience shows that when a senior scientist 
is appointed the secretary of a ministry, or 
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the diiector of a research institute, or the 
vice-chancellor of auniversity, it takes about 
two years for him to become an administrator, 
and probably another two years to become 
a politician What is true of a senior scientist 
IS also true of a junior scientist, a junior 
scientist becomes a junior administrator and 
a junior politician, almost proportionately 
Tocorrect this, even if partially, the Planning 
Commission, in future, must shed much of 
Its admimstrative authority and strive to 
become an expert advifbry body 

Planning Process 

The first step in plan making is to prepare 
an ‘Approach Paper’ on the basts of estimates 
of likely long-term changes in the major 
parameters of growth as well as during the 
Five-Year Plan penod These are based on 
the experience of the past, projected 
requirements in future and likely availability 
of resources for the next plan worked out 
by vanous working groups consisting of 
officials in the Planning Commission, central 
ministries, other institutions, state 
governments, and experts in the field As 
many as 126 working groups were set up 
in connection with the Seventh Plan 

While initialing work on the ‘Approach’ 
at the national level, state governments are 
also advised to take preliminary steps for 
formulating their ‘Approach’ and set up 
working groups wherever considered 
necessary After the Approach Paper i> 
approved by the National Development 
Council, the PlanningCommission addresses 
the central ministnes and state governments 
to formulate detailed proposals of their plans 
When the stales submit their plan proposals, 
these are discussed in different working 
groups 

In the case ol central plan, the concerned 
division prepares a status paper taking into 
account the recommendations ol the 
concerned working groups, proposals of the 
relevant ministnes, and its own assessment 
The status paper constitutes the basis 
of discussion between the Planning Com¬ 
mission and the secretary of the concerned 
central ministry/department In the light of 
the discussions with the ministries and the 
anticipated total resources for the central 
plan, the commission takes a veiw on the 
development programme of each ministry/ 
department The recommendations of all the 
working groups on the proposals of a state 
are considered by the concerned State Plan 
Adviser This report forms the basis ot 
discussions between the Planning Commis 
sKHi and the state governments tor finalising 
the plan for each state and its targets ot 
additional resources mobilisation 

The Project Appraisal Division makes an 
appraisal of central government projects 
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costing more than R$ 2 crore before they are 
considered by the Public Investment Board 
or the Expenditure Finance Committee 
(EFC). In appraising a project, the division 
examines the need for the project, its linkages 
with the plan, technical and organisational 
aspects as well as the economic and financial 
viability of the project. The division also 
appraises revised cost estimates of major 
central projects when these exceed 20 per 
cent of the sanctioned cost. 

The projects, forwarded for appraisal, are 
broadly divided into three categories: (i) 
industrial and non-basic sectors: (ii) 
infrastructure jwojectsand (iii)social projects. 
The appraisal approach differs among them. 

For the public sector projects covering 
non-basic sectors, like watches, drugs, cer¬ 
tain chemicals, etc, the criteria for accepting 
or rejecting a project is mainly based on an 
assumed economic rate of return of 12 per 
cent per annum, and whether their production 
is within the targeted demand for the product. 
The anticipated output is valued ate i f prices 
to determine the ‘make it or buy it' decision. 

For the infrastructure projects, the 
pressed investment project is recommended 
if it is found to be the least cost option 
available to nwet the targeted demand. In 
practice, however, often the alternatives are 
hardly available for appraisal. These prefects 
are not constrained in their selection by the 
economic rates of return criteria of 12 per 
cent per annum but on the basis of social 
rates of return which are difficult to estimate 
both on conceptual and data considerations. 
Hence, in effect, they are mostly calculated 
in qualitative terms. The social projects aim 
mainly to benefit the poorest of the poor and 
reduceincome disparity. Hie appraisal report 
in these cases mak^ an attempt to investigate 
their benefits in qualitative terms. 

The weakest element in the present practice 
of appraisal of projects is that usually one 
project at a time is submitted for appraisal 
and selection so that it is not possible to 
make a choice from alternative projects. 
This creates a special problem in the core 
sector. The reje^on of a proposed project 
becomes often impossible since it might 
meanashortageindieinfrastructure facilities 
stipulated in the plan and preparation of 
another proposal from the secremriat takes 
time. Moreover, quite often, the proposed 
location of many projecu cannot be changed 
because it is decided mainly on political 
grounds. Often, the initial project reports are 
so bad and based on such scaniy'data that, 
while passing through the various 
bureaucratic stages of approval, they have 
to be reported back time and again causing 
delay in approval [Gupta 1989:73j. 

The identification and presentation of the 
projects are prerogatives of implementing 
ministries and public sector undertakings. 


Tlic appraisal is done mainly by the Plan¬ 
ning Commi ssion and emerges as recommen¬ 
dations. However, the final approval comes 
from the Public Investment Board (PIB). 
The PIB IS the committee of secretaries 
entiu Sled with the investment decisions of public 
sector projects involving an investment 
outlay of above Rs 5 crore. Investments 
worth Rs 1 to 5 crore go to the EFC. The 
cabinet generally accepts the recommendations 
and implementations as per approved project 

The states, as also the several working 
groups, prepare their plans within broad 
benchmarks supplied by the Planning 
Commission which are mostly in broad 
aggregates and usually at very general levels 
.so that they can be differently interpreted 
by vanous working groups. As a result, the 
working groups often prepare their reports 
on the basis of mutually inconsistent 
assumptions Moreover, the workinggroups' 
reports usually come so late that many of 
their views cannot even get incorporated 
into the plan [Gupta 1989: 72] 

At this stage, the working groups, both 
in the centre ind the states, make their 
recommendations primarily on the basis of 
needs and feasibility of programmes and 
projects, since they do not have a clear idea 
of the resources likely to be available fur 
development programmes in their respective 
area. Hie total of the outlays recommended 
by them, therefore, often turn out to be far 
in excess of what can be accommodated within 
the total estimated resources. As a result, it 
becomes nece.ssary to prune the recommen¬ 
dations of the working groups in the process 
of finalising the central and state plans. 

The estimates of resources of the centre 
for the plan are prepared by the Working 
Croup on Financial Resources, which 
includes, inter aha, the representatives of 
the Planning Commission, the ministry of 
finance and the Reserve Bank of India. At 
the same time, the Financial Resources 
Division of the Planning Commission 
requests the state governments to furnish 
estimates of their resources for the plan. 
Detailed discussions are held with each state 
government to prepare mutually agreed upon 
estimates of resources. The Five-Year Plan, 
after incorporating the central and state plans, 
together with their financing schemes, as 
finally approved by the Planning Com¬ 
mission, is consider^ by the Union Cabinet. 
After its approval, the plan is placed before 
the National Development Council and, after 
the council approves, it is placed before the 
two houses of parliament. 

The procedures for the formulation of 
annual plans is broadly the same as that 
adapted for the Five-Year Plan. However, 
in the case ol the centre, there is a slight 
vanation. First, the estimates of central 
resources arc called for from the ministry 


of finance and finalised in consultation with 
them since there is no resources working 
group on central resources for the annual 
plan. Secondly, discussions with central 
ministnes are held on the plan proposals sent 
as drafts by them. All meetings for this 
purpose are convened by the secretary. 
Planning Commission, with the secretary of 
the concerned ministry/department. Further, 
since the annual plan is formulated within 
the framework of a Five-Year Plan, the 
discussions with outside organisations and 
experts are on a limited scale. 

The annual plan exercises have been 
increasingly confined almost exclusively to 
resource-availability, and the adjustments in 
investment allocations between sectors are 
being done mostly on a pro rata basis which 
has no scientific base; rather it comes out 
as a ‘compromise’ formula between the 
contending recipients [Gupta 1989: 72]. 
Worse still, physical targets are often not 
revise^ alongside. The mid-term kppraisal 
comes some time in the third year of theplan. 

A correction to ‘plan priorities’ presented 
in this appraisal document has sometimes 
proved to be very academic as it comes loo 
late in the plan period. In any case, most of 
the public sector enterprises attach very little 
importance to post-evaluation studies. 

'To sum up, the annual plan is the operative 
part of planning and no wonder that its main 
concern is almost exclusively the budgetary 
resources of the government. The invest¬ 
ment allocations made to different minis¬ 
tries comirig out of an elaborate mathemat¬ 
ical model ensuring inter-sectoral consisten¬ 
cies are adjusted to fit into the budgetary 
re.sources on a pro rata basis which has no 
.scientific base. As a consequence, the annual f 
plan is a ‘compromise* formula between the ^ j 
several contending recipients: in other words, « 
It IS a political solution. The Planning I 
Commission yields because, unlike the J 
ministries, it is not directly involved in the ' 
day-to-day implementation of jn-ogrammes 
and projects and the underlying policy- ,1 
making. In short, in spite of all the f 
accumulated knowledge and information 
which, presumably, enables it to take a long- , I 
and medium-term development perspective, | 
it does not know enough of how the | 
government functions from day-to-day. ,| 

In contrast, the several ministries may not | 
have knowledge and information sufficient i? 
to take a long- or medium-term development ■ 
perspective of the entire economy but they •, 
have enough administrative and technical ‘ 
expertise to project a five-year programme 
of works and projects with well-defined i ^ 
priorities and sequencing so that, given the 
annual budget allocations, they can more I 
easily and more meaningfully present a ^ 
programme for a given year and update the ^ 
programme for the next live years. S 
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Ptanniiig in the i990s and beyond, so far 
«• the ministries/depaitments of the central 
foverament it concerned, should largely 
eooiiat of pnning together their updated 
progr ammes for the next five years in the 
manner of a rolling plan. To this should be 
appended (a) the annual plans after they are 
ineofporated in the annual budget, (b) a 
tnosparent review of the implemenution of 
the pnviotts annual plan; the review should 
be prepared by the concerned ministry and 
the Pinning Cotmnitaion should discuss it 
with the concerned ministry to ensure that 
ihotcomings and delays me not glossed 
over, and (c) a note on the bureaucratic 
practices and procedures which delay plan 
inpleinentation with specific suggestions, 
in consultation with die concerned parties, 
as to how these may be revised. 
Administrative Reforms Commissions in the 
past have remained more or less confined 
to the surface of the administration and have 
rarely looked into the bottom. This cannot 
be done by Administrative Reforms 
Commiuions appointed once in a way. This 
hu to be a continuing process and should 
be a major responsibility of the Planning 
Commission in the future. 

Regarding the public sector undertakings, 
the Eighth Plan document says; “For the 
public sector to perform the role expected 
of it in the 90s, the issue of loss-making 
public sector enteqmses will have to be 
stpiarely addressed. A policy of the govern- 
mem meeting cash losses of so many enter¬ 
prises for all times to come is just not 
sustainable. ...Efforts must be made to 
leStructure and revitalise public sector units 
which are potentially viable through infusion 
of new technology, rationalisation of labour, 
and even infusion of resources for 
diversification or modernisation. Equally, 
patently unviable PSUs may have to he 
dosed down with suitable social safety net 
mechanism, including retrenching and 
redeployment, being devised to protect the 
inteiesla of woricers. It should be recognised 
that in many cases the very rationale of the 
public sector entering certain industrial areas 
oaedslobe te^amined...and the restructur¬ 
ing of the public sector would essentially 
entail vacating such areas for private sector 
initiatives in coming years” [1.4.40]. 

Needless to say this will be a long process 
and essentially a political one. Ihe Planning 
Commission can play a useful role by 
bringing together the representatives of 
finance, industry, and labour ministries and 
of the management and the labour union(s) 
'of the concerned PSU, and initiating a 
'meaningful dialogue which recognises that 
(there ate two sides to any vexed and delicate 
(question. In the present case, while the 
legitimate interests of the workers have to 
'be protected, the workers must also a|;rcc 


to share the responsibility by way of owning 
ashareof the equity capital and proportionate 
participation in the management. Ideally, 
the present public sector should become the 
workers' sector owned and managed by the 
workers. But, it will have to be dealt with 
case by case. A few successhil negotiations 
will set the principles and pace of 
restructuring. This shemid be an important 
item on the agenda of the Planning 
Commission in the 1990s and beyond. 

Statb Plans 

Let us next see the manner in which the 
Planning Commission in trying to impose 
a national plan on the state governments is 
straining the federal structure envisaged in 
the Constitution. As mentioned above, the 
recommendations of all the working groups 
on the proposals of a state are considered 
by the concerned State Plan Adviser and his 
report forms the basis of discussions between 
the Planning Commission and the state 
governments ftv finalising the plan for each 
state and its targets of additional resources 
mobilisation. It is simply preposterous that 
a single officer in the Planning Commission 
should sit in judgment on the plan proposals 
coming from the government of a state. It 
is surprising how this has been swallowed 
for four decades. The reasons are historical. 

The historical circumstances in which the 
country became independent and accepted 


the strategy of planned economic develop- 
menl have help^.to emphasise the unitary 
rather thipi the federal elements in the 
Constitution. Independent India inherited 
war-shattered and food-short economy and 
wartime food and price controls stressed tha 
need for central action. Foreign exchange 
and import control, distribution of scaree 
commodities such as coal, steel, and cement, 
and rqtQilation of inter-state trade and 
commertc necessary fw price control could 
all beentrusted only to theunkm govemraenL 
There prevailed wide pO|»ilar sunrort for the 
conce^ of platuied devriopment so drat not 
just tim Planning Commisslwvbut also the 
National Development Council and even the 
states supportedenthusiastically an ambitious 
plan. Plaimed development requires licensing 
of industries to conserve capital resources, 
to prevent their diversion into wasteful 
channels, and to ensure industrial dispersal 
into all regions; only the union government 
could* administer the requisite licensing 
system. Socialist emphasis on the public 
sector increased immensely the powers of 
the union. Though the public sector was not 
confined to the unjon, the bigger industrial 
corporations and even more so the Rnandal 
institutions such as the Life Insurance 
Corporation, the commercial and the 
development banks all came to be owned 
and controlled by the union government. 
The concept that certain minimum needs of 
the people must be satisfied all over the 
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couttry gave the union government a man¬ 
date to lay down national targets, including 
those in the state sector such as irrigation, 
roads, foodgrains production, education, 
public health, etc, and to freely exercise 
union authority to achieve them. Occasional 
voicing of concern for the states' autonomy 
within the federal constitution was branded 
as parochial. 

Finance Commission and Planning 
Commission 

We may note that, in regard to centre-state 
relations, two important institutions, the 
Finance Commission and the Planning 
Commission, have tended to woric in opposite 
directions. The Finance Commission strives 
to ensure the financial autonomy of the 
states so that they may fulfil satisfactorily 
the functions assigned to them by the 
Constitution. On theotherhand, the Planning 
Commission strives to bring the states into 
a national plan frame and leaves them hardly 
any sphere which they may call their own 
so that the country may presumably move, 
without deviation or distortion, along the 
path of plaimed development of the Planning 
Commission's conception. 

The settingupof the PlanningCommission 
to look after plan finance and recommend 
plan assistance for the states necessitated a 
demarcation between non-plan and plan 
expenditure and it became customary to 
limit the terms of reference of the Finance 
Commissions to non-plan expenditure only. 
To see the effect of this change, we should 
note the difference between the Finance 
Commissions’ recommendations of devolu¬ 
tion to states through tax-sharing and grants 
and the plan assistance to states, through 
grams and loans, which the Hanning Com- 
misaions recommend. The tax sharing is 
regarded as matter of right and can leave the 
states with surpluses which they are free to 
spend. The grants under Article 27S ate 
limited to non-plan deficits. They can be 
conditional but generally are not. In a sense, 
the deficit states receive these grants also as 
a matter of constitutional right. 

In contrast, prior to the Fourth Han, plan 
assistance was based on sutes’ needs and 
ability to implement the plan as judged by 
the Planning Commission. Moreover, it was 
mainly schematic in nature and came in the 
form of a string of conditional grants. With 
the Fourth Plan, the Gadgil formula made 
the plan assistance more general and freed 
the states of excessive control. In 1979, the 
Planning Commission adopted the formula 
for a substantial part of plan assistance and 
utilised the discretionary assistance put at 
its disposd for the beimfit of the poorer 
states. Since 1980, the Gadgil formula has 
been modifled abolishing the weightage of 


10 per cent given to continuing irrigation 
and power schemes and doubling the 
weightage for backwardness as measured by 
the per capita income from 10 to 20 per cent. 
As of now, a certain proportion of the total 
funds available for transfer is earmarked fur 
assistance to the special category state.s and 
the balance is distributed among the other 
states as follows: 60 per cent in proportion 
to population, 20 per cent in proportion to 
backwardness as measured by per capita 
income, 10 percent in proportion to the tax 
effort and 10 per cent in relation to the 
special problems This is lair and equitable. 

But the whole plan assistance depends on 
the approval by the Planning Commission 
of the state’s plan as a whole. The assistance 
would be reduced in proportion to the 
shortage in the agreed plan outlay. On some 
items, the assistance is tied so that a shortfall 
in expenditure on these items would invite 
a cut in earmarked assistance. Besides, there 
is a detailed technical appraisal of all 
irrigation, power, and agricultural schemes 
costing more than R$ S crore and a proforma 
examination of all schemes costing Rs 1 crore 
to Rs S crore by the Central Water Commission, 
the Central Electncity Authority, and the 
Indian Council of Agricultural Research. 

Moreover, since the non-plan surplus is 
regarded as an item of plan resources, the 
Finance Commission’s tax-sharing also 
comes indirectly within the purview of the 
Planning Commission. The Finance 
Commission strives to leave as many states 
as possible with a surplus in their non-plan 
revenue accounts hoping that the states may 
then be free to use this surplus to finance 
planned development of their own concep¬ 
tion. But the states have no freedom to use 
their non-plan revenue surpluses any more 
than they have to use the plan assistance 
from the union. The two are put together 
along with any additional financial resources 
a state may be expected to raise and the 
expenditure of it ail is subject to an overall 
plan approved by the PlanningCommission 
That is it. A state may have a non-plan 
surplus. It may be willing to raise additional 
resources. It will accept plan assistance of 
which a larger part is in the form of loans 
which must be repaid. But it has no freedom, 
no autonomy in deciding the pattern of its 
development. Such are the compulsions of 
a national plan. 

The states in India have widely different 
resources and arc at widely different stages 
of development as measured by their per 
capita incomes. For instance, in 1989-90, 
the per capita net domestic product was Rs 
2,122 in Bihar and Rs 7.081 in Punjab [CSO 
1991: Statement S). For all one knows, the 
gap IS widening. The Planning Commission 
prepares a national plan with sectoral 
allocations broken up into central plan and 
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states' plans. The states fall in line becauM 
the centre holds the financial strings. But it 
IS unlikely that the plans for different states 
are the most appropriate for their resources 
and the stages of their development. This 
.IS no reflection tfh the competence of the 
Planning Commission. The country is just 
too big and varied and no one need be 
offended by that fact. After 40 years of 
planning experience, one should now adopt 
a more modest posmre and allow the states 
greater freedom and autonomy in the 
planning of their development. 

Need ior More Autonomy to States 

There are two parts to this. First, what 
should be the m/c and content of the central 
plan. Second, given the overall size of its 
plan determined by its own resources and 
the assistance that the centre will provide, 
how much freedom a stale should have in 
deciding its sectoral allocation and in fixing 
the details of plan schemes in each sector. 
In the original estimates of the Seventh Five 
Year-Plan (198.5-90), the total public sector 
plan outlay was estimated at Rs 1,80.(X)0 (at 
1984-85 piiccs) crore. Of this, the centre’s 
plan (including UTs) outlay amounted toRs 
99,302 crore which is 55 17 per cent of the 
total. According to the latest estimates given 
in the document of the Eighth Plan (Statement 
5.1J, the total pubi ic sector outlay IS estimated 
at Rs 1,78,377 crore. Of this, the centre’s 
plan outlay amounts to Rs 1,08,746 crore 
which IS 60.96 per cent, in the Eighth Five- 
Year Plan (1992-97)of ihc total public sector 
outlay of Rs 4,34,100 crore (at 1991-92 
prices), the centre’s outlay (including UTs) 
IS Rs 2,54,115 crore which is 58.54 percent 
[Table 3.6]. Judging by the past experience, 
the centre's share, in actuals, may go above 
60 per cent. Evidently, the centre’s share in 
the public sector plan outlay is increasing. 

Clearly, there are sectors of which the 
development must be largely with thecentie 
as for instance large industry, rail and air 
transport, communications, and science and 
technology. Equally clearly, there are sectors 
the development of which must largely rest 
with the states ketping the centre’s role to 
the minimal. These are agnculture, rural 
development, special area programmes, 
village and small industries, and many of 
the social services such as education and 
health. These sectors are essentially 
decentralised and the process of thejr 
development has to be decentralised. 
Nevertheless, m the Eighth Five-Year Plan 
(1992-97), ihc centre’s share in the public 
sector outlay in agriculture is 23.38 percent; 
m rural development 70.33 percent; in village 
and .sm,Tll indu.stry 39.96 percent; in general 
education 42.86 per cent; in medical and 
public health. 29.94 per cent, and in family 
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welfare i 00 00 per cent If the ground tor 
this IS a presumption that the (.enirc has 
greater competence even in these areas it 
IS simply not true any more if it ever ssas 

Moreover, a large part of the states plan 
in these sectors is in the form of central ami 
centrally sponsored schemes Ihe result is 
that the ministries and departments of the 
union government, with their enthusiasm 
and capacity to get more funds from their 
government, and the corresponding depart 
ments of the state government with equal 
enthusiasm but less ability to get hinds from 
the government, have in collusion iinn iged 
to unduly increase the number ot such 
schemes The issue was examined in the 
Fourth Plan and out of about 12s such 
schemes 36 were transleired lo the states 
The Study Team on Financial Adminisii i 
tion (Report, 1967 Vol 1, pp 86 87) ol the 
Administrative Reforms Commission tell 
that many more could be so transterred In 
1969, the National Development ( ouncil 
laid down guidelines for such schemes ami 
put a ceiling of one seventhtoone sixth sa) 
about 13 per cent, ot the total block pi in 
assistance to the states But all this is ig 
nored The central and centrally sponsored 
schemes continue to dominate the phn 
assistance to the states In 1992 91 .ucoid 
ing to revised budget estimates, the central 
and centrally sponsored schemes accounted 
for 30 93 per cent of the total plan assist me e 
to the states amounting to Rs 22 S89 12 
crore If we coniine attention to plan grants 
only, the central and centrally sponsoied 
schemes accounted lor 43 02 per cent ol the 
total plan grants amounting tuRsIS ISS?! 
crore According lo the budget estimates for 
1993*94, the central and cenii ally sponsored 
schemes account for 33 49 per cent in total 
plan assistance and 48 91 per cent in plan 
granu 

The second part ot the question is given 
the size of their plans, to what extent should 
the sectoral allocation be Iclt to the states 
This IS a complex matter and there is both 
a theory and a practice about it in theory 
all sectors of an economy are inter linked 
in the purely matenal sense that the inputs 
needed by one sector arc supplied directiv 
or indirectly by the other sectors Hence, the 
sectoral allocations of the plan have to be 
internally consistent so that the inputs need¬ 
ed are in fact produced This is brictly the 
justification why the Planning Commission 
prepares a national plan with internally 
consistent sectoral allocations md tm n 
divides It up between the ctntie md me 
several slates 

in practice, the govcinmcni m Indi i h 
little control over a large part ot tne clo 
nomy Even in the matter ot investment ol 
Ihe total estimated investment during the 
Seventh Five-Year Plan penod (1986-90) 


amounting in Rs 3 48 148 crore investment 
worthonlvRsI 80(K)0crorc whichisSl 70 
pel cent ol the total is planned lo be in.idc 
in the public sector The remaining is ex 
peeled lo occur in the private corporate and 
household sectors Ihe planning by the 
Planning Commission lor these sectors is at 
best indicative The investment m these 
sectors will in general be in response to 
market expectations rather than the expec 
t itions of the Planning Commission Even 
in the public sector the plan succeeds at best 
in icspect ol investment but not so much in 
it'speci ol output 1 here is besides the sari 
tbie weather which atfccis agnculture pro 
ducing one third ol the national product 
I ndci the circumstance what the Planning 
Commission can at best do is to promptly 
respond lo what actually hippens in the 
nonomy and annually revise and adjust its 
own sccloial pi in allocations so as to regain 
md letain the sectoral balance in the ccon 
oiny Presumably this is what the Planning 
Commission docs in its annual plan exer 
cises We hive ilre.iily commented upon the 
natiiic of this sectoral inter consistency and 
panicularlv the manner in which il gets 
disioited in the annual plans 

II such IS the theoiy and the practice ot 
planning no great harm will come it the 
Planning Commission relaxes a little and 
illows some freedom and discretion to the 
states in the matter of their development 
nil means that the Planning Commission 
hould tunciion and perform in essentially 
Ihe s ime manner as does ihe Finance Com 
mission nimclv allocaiingtheplanresouic 
es on m igrced basis leaving the si lies with 
complete trccdom to utilise them according 
(o then judgment The main ditlerence 
between the two would be that while the 
I in ince Commission dissolves itself after 
m.iking Its recommendations the Planning 
Commission mav sit through the Fisc Year 
Plan period (not necessarily with the same 
membership) and icvicw the situation year 
by year In fact it can be a rolling plan for 
the next live years so that the states may 
know the plan allocations they are likely to 
get over the next five years, adjusted year 
by year according to the budgetary resourc¬ 
es. but keeping a five-year perspective all 
along 

In tact, one should seriously consider the 
possibility of merging the Finance Commis¬ 
sion and the Planning Commission into a 
single body charged with the allocation ol 
resouicc s Irom *he centre to the slates in the 
nunnet c'esciibcd ibove ‘The existence ol 
numeious iccticics in the field ol resouicc 
i iisTtr> his m our m<w piescntcd m 
imccral^d ook at 'he totilitv ot icsources 
iiid the needs ot the states and the centre 
It IS neccss,irv to entrust this task to a single, 
(H'rm.inciit .igcncy This body should have 


the responsibility ot allocating not only 
budgetary resources but also institutional 
financial resources As the pace of devel¬ 
opment determines largely the resource 
raising capacity and expenditure needs of 
the stales ideally it is the Planning Com¬ 
mission which should be entrusted with the 
task of resource transfers Were the Plan¬ 
ning Commission to be so constituted as to 
inspire the confidence ot the states, the task 
ot sharing of resources betweenthe centre 
and the states and as between states could 
safely be entrusted to such a body” [Gulati 
and George 1988 31-32J 
F inally planning tor the private sector 
will have to be indicative as in the past but 
now in a more deregulated environment 
with hardly any instruments to enforce the 
indicated targets The indicative plan will 
inloim the private sector ot the perspective 
ot the Planning Commission, as an agency 
ot the Inter-State Council, of the sectoral 
public invest ment contemplated by the centre 
and state governments and of Ihe medium- 
icrni forecast tor the different sectors, 
mcludingtheexternalsector oftheeconomy 
II the private sector finds such indicative 
plan useful in making its investment 
decisions it will buy it To be sure, there 
will he private agencies providing the same 
service to the pn vate sector and the Planning 
Commission will have to prove that it has 
better information and greater economic 
expcitise tor the purpose That will give the 
Planning Commission an opportunity to 
becone acquainted with competitive 
environment in which the private .sector is 
cxpetled to function 

n his paper was prepared at the instance of the 
Plannini; Coininission and was circulated for a 
meeting of senior economists held on May 23 
1994) 
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Assessing G<n1)iachev 

Bhupiadcr Bnur 

To Ua^forprecis* categories in Gorbachev 'scase is to altogetiiern^ the poiru about lus paradox: Hefelt pushed towards 
the reforms he considered absolutely essential, buf he also felt pulled back by the tratUiion from which he had come ami to 
which, in a pre found sense, he still belonged While only he had to grapple with his predicament, his dilemmas weresiot of 
his own maidng. they were typical products of the hegemonic Bolshevik universe, particularly its organisational ethos. Whik 
hewasapartiaUyemancfoatedmembercfthisuniverse,kispoliticswasrooteuiiHthe peculiar conditioninwhichthehegemony 
of Bolslievism had survived in the Soviet system. 

What proved to be his undoing was the manner in which he related to the Soviet reality: He did not understand that he 
was making ideologiad appeals to a society that had been, in essence, coiHpletefy de-ideologised over the decades. 


HAVING occupied the centrestage of world 
politics until late 1991, Mikhail Gorbachev 
has more recraitly been out of public sight. 
As a result, he seems to have slipped from 
public mind as well. There is no doubt, 
nonetheless, that when the rubble and the 
dust of the last few years has settled, and 
when die future historians sit down to take 
stock, he will, for better or worse, prove to 
have been the most consequential man in the 
last decades of the 20th century. 

This paper attempts to assess the legacy of 
this man who evok^ emotions stronger than 
intellect. A subject of astonishment, specula¬ 
tion, adulation, and dismay todifferent people 
at different points of time, he remained— 
and remains—objectively the least under¬ 
stood. Chily the enigma of yesteryears has 
been repla^ today by apathy.'This paper 
proceeds by taking the position that serious 
students of politics can ill-afford to share this 
apathy, for much more than as an interesting 
individual, Gorbachey should hold our 
interest for both what he reflected and what 
he represented. 

The paper may be roughly divided into 
two parts. The first half—comprising 
Secdons II, III and IV—examines how the 
mainstream commentaton have tended to 
assess Gorbachev. This is inevitably 
intermeshed with the mainstream narrative 
of the Soviet collapse. Section II describes 
how Gorbachev’s political and strategic 
initiatives had initially defied all popular 
notions about the Soviet foreign policy. In 
the main, this policy was explained in terms 
that are best referred to as powercentric, and 
on wldch I will shoitly make some brief 
comments. Powercentiic explanations had 
not only remained well-rnitrencbedevenaher 
Stalin’s deadi, they had become even more 
widespread during the Brezhnev period, 
particularly after the Soviet intervention in 
Afghanistan. Section III notes how the west 
had. after the initial bewilderment, attempted 
to accommodate Gorbachev’s initiatives 
within a slightly modiHed version of 
powercentfism. tliis version reconairacted 
the recent Soviet past in a manner that bore 


no relation with how the west had been 
earlier analysing these years, nor did it tally 
with how the west had been predicting Soviet 
future. Section IV shows how, in any case, 
the evidence required for validating the 
reconstructed version was singularly lacking. 

Taken together, these three sections aim to 
demonstrate two things: (I) thatthe ‘inevita¬ 
bility thesis’ in which the explanations are 
now usually wrapped is woven of anextremely 
thin and weak yam. and (2) that since this 
is so, those assessments of Gorbachev’s 
policies in the last years which are based on 
this inevitability thesis are equally off the 
mark. 

The second half of this paper—consisting 
of Sections V to VIII—contains my assess¬ 
ment. This is attempted in terms of the 
paradoxes created by whatlcall Gorbachev’s 
‘partial emancipation’ from the ‘hegemonic 
l^lshevik values’. As we proceed, I will 
have some occasion to describe what 1 mean 
by these two expressions. 

In order to arrive at nqr assessment. I begin 
Section V of this paper by trying to glean 
Gorbachev’s ultimate socio-political ideal 
from his writing and statements. Section VI 
^ows how his vision was convoluted by his 
partial emancipation from the hegemonic 
Bolshevik context. Sections VII and VIII 
discuss the consequences of thisconvolution. 

1 argue that Gorbachev’s vantage point was 
twice-removed from the Soviet reality, and 
that there was a double mismatch between 
him, the CPSU and the Soviet people. 

n 

Let me begin by commenting on what I 
mean by powcrcentrism and why I find it 
important to understand this for our present 
purpose. 

As an explanatory device, powercentrism 
is not oidy about the role of power in politics 
but also about the concept of politics itself. 
Powercentrism goes much farther than the 
legitimateclaimihatpower is an important— 
often the most important—instrummit of 
attaining political goals and tiiat exercise of 
powc^ is therefore found both useful and 
desir^e,oreven necessary and unavoidable. 


by political actors. Power for powercentrism 
is the very goal of politics, not sometimes, 
not usually, but always; not one among 
several goals of politics either, but the only 
goal which rules supreme and in relation to 
which other goals of politics are secondary, 
derivative and subservient. History and 
economy, society and culture, ideologies 
and personalities, do not determine political 
objectives; they merely influence the manner 
in which power—the sole objective—^is 
pursued. 

Probably the most telling feature of 
powercentrism is its understanding of the 
role ideology plays in politics. It treats 
ideology as an instrument of power—of 
persuasion, persecution and subjugation; of 
discrimination and exploitation; ofdeceptkm 
and rationalisation; and. above all, of 
disguising power motives under illusions. 

Powercentrism explained Soviet foreign 
policy as a product made entirely of ambi¬ 
tions for power. Although the Soviet state 
apparently sought varied goals—economic, 
idralogical and strategic—all ofthese could 
easily traced back to questions of influence, 
leadership, power and hegemony in which 
these goals were basically rooted. 

In the west, an enure powercentrist imagmy 
was woven around the belief that the Sino- 
Soviet split had in no way undermined Soviet 
ambition or determination to emerge 
triumphant in the superpower rivalry. Even 
though China on its southern flank had 
become a source of threatrather than support, 
and even though as a consequence Moscow 
now had to divert considen^le portion of its 
military capability to that bordM, the Soviet 
aspiration togain global supremacy mnained 
unaffected. Hoping that somehow a wedge 
would one day divide the American bloc as 
well, it resolutely continued to build its 
nuclear arsenal even if it cosu its much 
poorer economy heavily, and maintained an 
extremely large con vemional military force. 
Thanks to this imagery, distrust continued 
to dominate western attitude towards 
Moscow despite occasional intervals 
marked by detente 

Moscow’s invasion of non-aligned 
Afghanistan, and its tenacity in staying there 
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despite heavy losses, appeared as the final 
proof of Soviet hegemomsm For some, this 
invasion started a second cold war, to others. 
It was continuation of the one and only cold 
war that had started under Stalin 

It was at this point that Gorbachev assumed 
leadership in the USSR Soon thereafter, he 
took a senes of foreign policy initiatives 
which unsettled the entire powerccntric 
imafery He began to pursue his goals of 
amtt hnulationwith such energy and fervour, 
announcing unilateral cuts and urging the 
US to produce matching gestures, that it 
threw western statesmen and strategists into 
awkward and defensive responses Within 
less than a month of assuming office, 
Gorbachev declared in April 1985 an 
immediate six-month freeze on the deploy¬ 
ment of missiles in Europe, to expire in 
November only if the NATO deployment of 
Cruise and Pershing II missiles was not 
withdrawn likewise In August the USSR 
instituted auraiateral five-month moratonum 
on nuclear testing While he was on an 
official visit to France, Gorbachev proposed 
in October a SO per cent cut in Soviet and US 
strategic nuclear weapons, coupled with a 
ban on space strike weapons, opening of 
direct talks with France and the UK on their 
nuclear forces, and continued moratonum 
on deployment of Soviet intermediate range 
weapons in Europe 

A second set of initiatives began in March 
1987 when Soviet proposals on intermediate 
range nuclear forces were formally tabled at 
Genevaarmscontrol talks In July, Gorbachev 
expressed support for a global ‘zero option’ 
on the elimination of intermediate nuclear 
force from Asia and Europe This finally 
resulted in the signing of the INF treaty to 
eliminate land-based weapons tailing in this 
category In March 1988 Gorbachev 
proposed a freeze on the level of naval forces 
in the Mediterranean In September he 
announced a Peace Plan under which the 
USSR would stop using its naval bases m 
Cam Ranh bay in exchange for US agreement 
to eliminate its bases in the Philippines In 
December he announced in the UN a 
unilateral decision to reduce Soviet 
conventional forces including withdrawal ot 
S0,000troopsfromcastemEurope It resulted 
finally in the signing of the CI% treaty 

Gorbachev's initiatives in the field of arms 
reduction were both significant and dramatic 
But still more important was his larger 
political agenda, of which arms reduction 
was after all only one part In its essence the 
agenda consisted of dismantling bipolar 
bamers, dousing the smouldenng cold war, 
and building what he somewhat picturesquely 
called a “common home", bas^ not on any 
doctnnaire position but on “principles 
common to humanity in the modern world" ' 
He visualised a world “in which everyone 
would preserve their own philosophic, 
political and ideological views", but a world 


that would nevertheless be “more secure and 
reliable"^ because it would function on the 
principle that “Ideological differences 
should not be transferred to the sphere of 
interstate relations, nor should foreign 
policy be subordinated to them” 'Gorbachev 
believed that a non-ideological "supra- 
system coalition" among states belonging 
to different social systems could be created * 
He thought that “the USSR and the US 
could come up with large joint programmes, 
pooling resources and scientific and 
intellectual potentials in order to solve the 
most diverse problems for the benefit of 
humankind" ’ He pleaded for dialogue, open 
diplomacy, cessation of neo-cofonial 
ihterventions and proxy wars, removal of 
regional conflicts and tensions, and total 
elimination of nuclear war as an option 
Gorbachev’s global agenda looked nothing 
short of utopian But he seemed to have 
decided to lead the campaign for its realisa¬ 
tion by personal example It is in this context 
that he started successively disengaging 
Soviet Union from all those political and 
military tangles which had appeared in the 
cold war period only the most natural 
trappings of a superpower Let us see how 
TTie superpower political involvements of 
Soviet Union had spanned the whole planet 
But somewhat schematically they could be 
viewed as four concentnc circles The 
outermost circle consisted of national 
bourgeois’, ‘progressive’, ‘anti-impenaiist’ 
regimes spread all over the third world, 
following what wasdesenbed as independent 
'non-capitalist' path of development Soviet 
Union gave them economic aid as well as 
weapons, supported them in international 
forums, and entered into treaties of fnendship 
with them The third circle consisted of 
‘socialistically inclined’ regimes which had 
progressed beyond the ‘national-bourgeois’ 
stage but were still not quite communist 
Some examples of this type were Ethiopia, 
Angola. Mozambique and Nicaragua The 
second innermost circle consisted of those 
communist regimes which lay outside the 
Warsaw Pact Naturally, Soviet commitment 
to these regimes was much deeper Soviet 
support to such a regime in North Korea had 
contributed to the beginning of the cold war, 
support to North Vietnam had further 
intensiiled it, and attempts to install nuclear 
weapons in Cuba had brought the world to 
the brink of a nuclear war The first circle 
contained besides the Soviet Union itself the 
Warsaw Pact countnes Its integrity was 
paramount in Soviet mind Internal dissent 
in this circle could make Soviet tanks roll 
into any east European country under the 
Brezhnev doctnne Its defence against the 
west had most Soviet nuclear and conven¬ 
tional strength concentrated on this flank 
Soviet Union under Gorbachev withdrew 
from each ot these circles, and each ^uch 
withdrawal befuddled powtfcentnsta So 


unbelievable did indeed look what 
Gorbachev was doing that it became quite 
fashionable in the west to warn one another 
against a lethal' hidden agenda" which the 
wily Soviet leader earned well covered under 
his personal charm and polish The 
fnghtening scenano thus painted was that 
one day a credulous West would walk into a 
trap laid by Moscow 

III 

Remembering those days, it is both 
amazing andamusing to see ho w fashionable 
It has now become to dismiss Gorbachev’s 
very same moves as no more^han the outer 
symptoms of a collapsing Soviet state Not a 
few analysts now actually argue that 
Gorbachev was not so much a visionary as a 
shrewd politician who was acutely aware 
that his country was going under with a 
sinking economy, and made some desperate, 
last-ditch attempts to shed as much lo^ as he 
could manage in order to stay afloat It is 
argued that his attempts to end the cold war 
were made not from a position of strength 
but severe weakness, that his arms hmitaUon 
initiatives were a product of the pressing 
need to reduce the debilitating drainage of 
economic resources in maintaining strategic 
parity with the west that disengagement 
from political and ideological commitments 
were meant to stop another source of drainage, 
namely, the massive assistance which 
Moscow had always felt obliged to provide 
to Its poor, backward and dependent allies in 
the third world, and that finally, evoi CMBA 
and Warsaw Treaty commitments appeared 
too heavy to bear 

Once It IS viewed in this manner, Soviet 
behaviour under Gorbachev presents no 
problem to the powercentnsts It can now be 
argued that Soviets' motives had not 
undergone any metamorphosis, that they 
were still based on considerations and 
calculations of power, but these calculations 
themselves required that ambitions be 
curtailed Gorbachev was no pacifist, then, 
but simply a strategist manoeuvnng a tactical 
retreat 

Such portrayal may appear quite 
persuasive But in order to be really so, two 
things will have to be established by the 
powercentnsts First, they will have to show 
that the condition of Soviet economy was in 
the early 80$ itself so bad that all the drastic 
foreign policy steps which Gorbachev took 
had become mandatory It will not do to 
argue that since the condition became 
calamitous by the late 80s, it could not have 
been much better fiveyears earlier Thereare 
many who refuse to wy such deductions 
They argue, quite persuasively, that the final 
ruidanon was caused not by reasons inherent 
in the economy but by Gorbadiev’s ‘ill- 
conceived’ decentralisation plans, thatitwas 
the medicine which killed the panent 
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Secondly, the powercenuists will have to 
demonstrate that not only was the actual 
condition of the Soviet economy bad, 
Gtvbachev also perceived it to be so, that he 
recognised it to be actually so grave that he 
Mt obliged to take steps which, had the 
condition been not so bad, he would not have 
taken. 

I devote the remaining part of this section 
and the whole of the next to show that tlw 
powercentrists fulHl neither of* these 
conditions. Inoider to achieve my aim, I rely 
on contemporary accounts, preferring them 
to retrospective reconstructions. In the 
present case, that contemporary period is the 
mid-80s, when Gorbachev was about to 
become die general secretary of the CPSU. 
Secondly, I choose to quote as often as 
possible from articles which appeared in the 
ProMenuqfComimaium, an anti-communist 
journal published by the US government 
which subscribes completely to the 
powercentrist premises atout communist 
behaviour. The idea behind this choice is to 
ensure that I am not accused of relying on 
pro-Soviet sources to make my point. 

In this context, we will need to keep in 
mind that two fairly indisputable facts about 
the Soviet economy were known to the 
western scholarship well befrm the mid- 
80s: one, that it had slackened substantially 
during the Brezhnev era and, two, that this 
sluggishness was caused, above all, by 
structural restraints and imbalances. 
Important for us are not these facts, however, 
but the kind of forecasts which the western 
schcdars in possession of these facts were 
making. 

Weue They Pointing to an 
Imfending Catastkophe? 

Rather than attempting an answer to this 
question myself, I will simply refer to two 
respectable representative examples from 
western scholarship. The first of these 
pertains to an American symposium held in 
October 1980 to take stock of Soviet 
economic trends and project them up to the 
year 2000. The projections put the average 
annual rate of growth at 2.26 per cent in a low 
growth rate scenario.* The second forecast, 
made in Fdiiuary 1984 by a professional 
ectmometric forecasting agency, and quoted 
ipiiteapptovin^y in an article in the Problems 
if Communism, came pretty much to the 
same conciusion.^ The fact that the two 
exercises.predicted the same growth rate 
indicates that the western scholars did not 
And throughout the early 80s any particular 
reason to revise their ori^nal estimates. The 
impression very much was that the Soviet 
economy will, in the words of the second 
report, “continue muddling through” despite 
its problems. 

Since the latter report was published only 
a year before Gorimchev took over as the 


general secretary of the CPSU, it can, I 
believe, be taken as a fairly accurate picture 
of the kind of economy which Goibachev 
was seen by the west as having inhcnted. 
More revealing from my point of view is the 
fact that while western scholars were 
convinced that reforms were requirjed in the 
Soviet economy, they were not at all 
persuaded that Soviet leaden found the 
situation bad enough to panic and turn eager 
to undertake the required reforms. Typical of 
the powercentrist refrain of that time was as 
follows: 

... I see no clear-cut solution for the Soviet 
Union’s economic problems. Although many 
analysts stress the need to decentralise the 
decision-making in the Soviet economy, I 
would take the unpopular stand of suggest¬ 
ing that this will be of no avail unless produc- 
Uon units are made responsible for the na¬ 
tional resources that they utilise. Such a 
decentralisation of economic responsibility 
is inseparable from the fundamental prob¬ 
lem of property ownership. At this point in 
time, 1 cannot imagine that Soviet leaders 
will initiate the risky business of revising 
property rights in their economic system' 

Another scholar sounded equally unsure 
in his assessment of the course that the Soviet 
leadership would take under the 
circumstances; 

We do not know which of the agonising 
choices the Soviet lea Jers will make at this 
crucial juncture, whether they will decide on 
the introduction o'reforms that may weaken 
the party rule, on a stupid muddling through 
by telling to adjust to changing conditions, 
or on a return to the once efRcacinus Stalinist 
order that could now lead h csistance with¬ 
in the party as well as among the people.* 

If the contemporary western estimates 
about the economy and polity of Soviet 
Union were noteworthy in that neither 
economic collapse nor dramatic political 
changes were being predicted, the reading of 
the Soviet future course in international 
relations was all the more noteworthy for our 
present purpose. Here, the scholarship was 
far from unsure of itself and put forth its 
viewpoint in the most unambiguous terms. 
They visualised no change whatsoever. 
Soviet Union was the same old, power- 
hungry, aggressive Evil Empire. Wrote 
Richard Pipes in 1984: 

As concerns the (Soviet) objective, no one 
familiar with the communist theory can 
entertain much doubt. It is the elimination, 
worldwide,of privateownershipof the means 
of production and the ‘bourgeois’ order which 
rests upon it, and its replacement with what 
Lenin called a worldwide republic of 
Soviets.'" 

Harry Gelman. another commentator, 
refused to be “misled” by relative quiet on 
the Soviet front, for he believed in “the 
virtual certainty of continued intense 


cximpetition between the two superpowers in^ 
the world arena..,” He argued: ‘ 

The fact that no major Soviet geopolitical‘2 
advances have in fact occurred since I980r, 
appears to stem much more from haj^en-J 
stance than from any fundammtal change 
Soviet attitudes This reladre quiescenerj 
could change without notice at any time. 
Although the Soviet leaders feel somewhat 
burdened by their war in Afghanistan, tmi 
are also likely to be somewhat reluctant lo 
assume major new economic burdens fbr tbs 
sake of new third world clients, there is still 
no evidence, and little reason lo believe, that 
they are willing to accept status-quo in the 
overall division of political forces in tte 
world, which sull greatly favours the Unil^ 
States Moscow therefore continues to BWii 
major new geopolitical opportunities, and ii 
unlikely to be willing to sacrifice such ar 
opening—should one present itself at accept- ^ 
able risk—for the sake of bilateral agree i 
ments with the United States." | 

But probably the best example is o| 
Zbigniew Brzezinski who publish^ in HWf 
a book advising American foreign policy¬ 
makers on how they should conduct the US- 
Soviet relations. It is clear that at the time a 
wnting the book he had no idea lof 
forthcoming perestroika in Soviet foteigi 
policy, let alone any idea of the eventui 
Soviet collapse. He therefore let Uh 
manusenpt go as it was. The central positioi I 
of this book is that the “American-Sovie I 
contest is not temporary aberration but at 
historical rivalry that will longendure”.'* Hi 
insisted on the “historical depth of th 
American-Soviet antagonism, the degree 0 
conflict between the geopolitical interests o i 
the two powers, and the intensity of th f 
regional turbulence that by itself generate I 
conflicting superpower responses”.'/! 
According to him, Moscow had a long-ten I 
plan to evict the US from its positions on tb f 
eastern, we.stem and .southern frontiers of tb: 
massive Eurasian territory. He argued that i i 
the USSR captured “the peripheries of thi ] 
landmass...it will not only control the vai,. 
human, economic, and military resource! t 
but also gain access to the geostrategi i 
approaches to the westepi hemisphere—th | 
Atlantic and the Pacific oceans.”'* By th | 
end of the century if things go bad forcentn | 
America, “it is quite possible that a fourt ^ 
central strategic f^ront may be opening upo t 
the Rio Grande”.” { 

Not knowing that in a abort tim | 
Gorbachev would himself do some of thes i 
things quite voluntarily, Brzezinsl j 
suggested, by way of a subversive gair i 
plan.thatthcUSmakeaneffottto“transfon i 
the essence of eastern Europe’s relationthi j 
with Moscow without necessarily disniptic ^ 
the formal framework”.” The plan id: ? 
included mobilising within Soviet Unk ' 
“the forces for genuine political partidp ' 
tinn, for greater national co-determinatio I 
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! for the dispersal of central power, and for the 
termination of heavy-handed central 
^.demination that breeds expansionist 
Mpulse".*’ One may remark in a lighter vein 
that going by Brzezinski’s game plan. 
OoriMchev emerged as an American agent, 
•hbocaging the Soviet system to perfection in 
accordance withhismaster'spians.Butmore 
4aeriously, when one has someone like 
k Bneiin^i suggesting a game plan like this, 
one should be able to conclude thar even 
those Americans who were closest to the seat 
power and were privy to the most 
>confidential information had no idea 
' whatsoeverthat there was on cardsin Moscow 
'a dramatic departure from its traditional 
'global role. 

^ IV 

1 believe I have built in the above section 
"’a sufficiently strong case that, going by the 
contemporary accounts given by power- 
leenlrists themselves, the Soviet economy 
‘appeared in the mid-80$ far from reaching 
tfaecatastrophic situation it reached fl ve years 
later. Powercentrist defence, I suppose, will 
pt something like this; they will stilt insist 
tihat the situation in the mid-80s was indeed 
'jpave enough to warrant and actually cause 
he surgical remedial steps which Goibachev 
w>k, tet they will concede that they were 
; hemselves at that time ill-informed and did 
tot know the gravity of the situation. They 
Will then want us not to take their accounts of 
' liat time as the basis for explanation of the 
> jkiviet collapse. 

I," I The apparent advantage of such a position 
vould be that the powercentrists will be able 
^ OsalvagetheirexplanationofSovietpolitical 
yithdrawal and subsequent collapse. As a 
■ sict they will have to disown their 
ontemporary analyses of the mid-SOs. If 
' ^ he is to go by thdr earlier record under 
)milarcircumsuuices, powercentrists should 
M be too disinclined to pay this price. After 
' ^<^1, they took a similar step at the time of the 
)no-SoViet split." 

Unfortunately for them, however, the 
;l ^vantage will be rather short-lived, because 
living crossed one hurdle, they will quickly 
into another. I had argued in the course 
ji'^die previous section that the powercentrists 
W have to show not merely that the situttion 

i w bad but also that Goibachev actually 
mived it to be bad enough to warrant the 
king of steps which he would not have 
%en were the situation not so bad. 
iwercentrists will sadly discover that 
:hev would not come to their rescue, 
lished in 1987, his book Perestroika 
Hied nothing to show thM Goibachev 
the economic situation bad enough to 
the panic button. Not that he tti^, in 
maimer of his predecessors, to fudge the 
ion. He admitted rather candidly that 
loss of economic momentum had been 


“particularly clear” since the 1970s, He 
conceded that “In the last iSyearsthegrowth 
rates had declined by more than a half and by 
the beginning of the 80s had fallen to a level 
close to economic stagnation”.'* He shared 
with us the information that “An unbiased 
and honest approach led us to the only logical 
conclusion that the country was verging on 
crisis”.*' 

However, the knowledge that there was a 
crisis did not daunt him. He was more than 
confident that his reforms would not only put 
the economy on the path of recovery but also 
lead to spectacular results. Let me quote him 
in some detail: 

And if we criticise ourselves the way nobody 
has ever criticised us, west, east or anywhere 
else, that is only because we are strong and 
we do not fear for our future. We will with¬ 
stand these criticisms; the people and the 
party will withstand them. But when our 
reforms produce the expected results, then 
the critics of socialism will also have to 
undergo a 'perestroika’. 

*** 

We will resolve the issues which we honestly 
discuss, and we will achieve the goals we 
have charted The disposition of our people 
should also be taken into account If they 
have been stung to the quick, so to speak, if 
their patriouc feelings have been involved, 
they wi II spare no effort to achieve their ends 
and will work wonders in doing so The 
Soviet Union is a vast country rich in minerals 
and skilled manpower, and with great 
scientific resources So do not rush to toss 
us on the ‘ash-heap of history’; the idea only 
makes Soviet people smile. 

**• 

The success of perestroika will show that 
socialism is not only capable of coping with 
the historic task of reaching the heights of 
scientific and technological progress but that 
it can handle it with a maximum of social and 
moral efficiency, by the methods of 
democracy, for the people and thanks U> 
their own efforts, intellect, skills, talents, 
conscience and awareness of their 
responsibility to the people. 

The success of peresuoika will be the final 
argument in the historical dispute as to which 
system is more consistent with the interests 
of the people, the Soviet Union will gain a 
new atuactiveness and will become the living 
embodiment of the advantages that are 
inherent in the socialist system.^'. 

Read now, this long passage fills one with 
a sad irony. These lines appear to overflow 
with astounding naivete. Here was somebody 
with the head in the clouds and the feet 
completely off the ground. But that is not the 
point. The point is that this man— call him 
what you will—was in full control of Soviet 
foreign policy. And since we are concerned 
here primarily with explaining the policy he 
was in control of, we most go by his 
perceptions and not by what many of us 


might think the reality was. He was in no 
panic and in no desperate load-shedding 
exercise. He Wrote: 

. .does the west want to overstrun the Soviet 
Union economically by accelerati ng the aims 
race in order to frustrate the formidable work 
we have started and force the leadership to 
allocate more and more resources for unpro¬ 
ductive purposes, for Brmaii|ents7 Does the 
whole idea really boil down to forcing the 
Soviet Union to focus entirely on domestic 
problems, thus allowing the west to domi¬ 
nate the rest of the world? 

But there is another aspect to the issue 
Those hoping to overstrain the Soviet Union 
seem to be presumptuous about dieir own 
economic well-being. No matter how rich 
the US is, it too can ill afford to throw away 
a third of a trillion dollars a year on arma¬ 
ments. A rise in the arms spending tnggers 
increases in the budget deficit. The US today 
borrows two-thirds of what it spends on 
arms. The US federal debt is, in fact, the 
Pentagon debt...*^ 

So much for the argument that Gorbachev 
had mooted all his arms reductions proposals 
to get out of the costly arms race bnause he 
found Soviet economy could no longer bear 
this burden! 

But there is another, altogether different, 
interpretation possible of the passages 
quoted above, and that is one intminetation 
which the powercentrists should like. The 
interpretation is that these passages, and 
inde^ the whole book from which they are 
taken,are partly false bravadoofadespondent 
and desperate man; partly morale-basting, 
confidence-building pep-talk for the boiefit 
of harassed Soviet citizens; and partly sheer 
salesmanship undertaken on b^alf of his 
country and aimed at the western readership. 
It IS not merely hyperbolic, it is also totally 
contrary to facts. Gorbachev knew one thing 
and said another. His foreign policy actions* 
did follow from his actual beliefs but his 
actual beliefs were never artioilated in this 
book. 

This interesting but rather inventive 
interpretation does not hold water. We have 
fairly good circumstantial evidence that 
neither Goibachev nor his book was a sham, 
and that he did seriously hold the views he 
expressed in the book. 

This evidence lies in the extremely 
confident nature of his responses to 
ideological and programmatic differaices 
which existed in the top echelons of Soviet 
leadership around the time when the book 
was written. Lm us consider some examples. 
In the year 1987 both prime minister Nikolai 
Ryzhkov as well as Yegor Ligachev, the 
CKU ideology chief and number two'man 
in the politbureau, had articulated differences 
with Gorbachev. Representing oldgaurd 
conservative opinion, they advised 
Goibachev in eaily June to go slow and not 
introduce the new management system until 
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1991. The intervening years were needed in 
their opinion to “prepare for the transition to 
radical reforms.'’ Ligachev was also reported 
to have warned that attempts were being 
made to misuse ‘openness’ for disseminat¬ 
ing views “hostile to the interests of the 
wortdng people.” He said that'class enemy’ 
nourish^ hopes of exploiting Gorbachev’s 
economic and social renewal programmes to 
weaken the influence of Marxism- 
Leninism.”Qorbachev’s response to all this 
was in the form of his declaration that the 
Hrst results of his reforms had been 
encouraging. Only the conservative 
bureaucratic methods of economic managers 
were in sharp contrast with the grovring 
activity of the masses.^ At the end of the 
sante month Gorbachev pushed through the 
Supreme Soviet the new management laws.” 
His attitude was not any less firm when it 
came to the other end ofthe political spectrum 
which wanted the tempo of changes faster 
than Gorbachev visualised. Economist 
Nikolai Shmelev was reported to have 
proposed, for example, that a certain 
controlled level ofunen^loyment be allowed 
since it would be conducive to faster growth 
of the economy. Gorbachev reacted ^arply 
and called the proposal “unacceptable”. He 
declared that there could be no revoking of 
the rights to woric, education, free medical 
services and housing that socialism had 
provided to the people. These he said woe 
the “real values” of Soviet soci^y.” 

In the remaining part of the year, too, 
dissent came from those who wanted faster 
change. In August, one of Gorbachev’s own 
advisers, economist Abel Aganbegyan, was 
found lamenting that progress was very slow 
and that thoe were still more failures than 
successes. He suggested the closure of 
hundreds of loss-making factories so that 
healthy enterprises could flourish.” The 
same month, Boris Yeltsin, at that time the 
Moscow boss and an alternate member in the 
politbureau, was reported to have expressed 
exasperation at the slow rate of changes.” 
These opinions also caused no alarm to 
Goibachev, who declared very confidently 
in October that people must not panic. He 
said the next 18 months were hard but told 
people: “I tell you, honestly, it is going to be 
difficult at this time. But if we get our 
flywheel turning, a great deal will be added 
in our country, and very quickly.J’” He 
expressed similar confidence in November 
when he said: “Our road is nofan easy one, 
but we have been climbing a mountain and 
iww we have moved from shifting sands to 
firm ground. And that is why we will win 
out.’”* 

In short, Gorbachev seemed to know both 
the direction and the pace of reforms he 
wanted, and refused to changeeither. He was 
absolutely confidemofhis success. It is with 
this confidence and firmness of views ^uit he 
wrotediebook. There was, moreover.nothing 


in the contemporary reading of Soviet 
economy by non-Soviet observers which 
could imdemine Gorbachev’s faiUi in his 
programme. On the omtrary, while foreign 
observers had started in 1985 with the 
impression that perestroika would fail to 
take off, by 1987 most of them had granted 
the programme a fair chance of success. In 
October 1987, Stephen S Rosenfeld wrote in 
the Washington Post that 

The Amorican debate over the Gorbachev 
reforms is coming to a new place. No longer 
is the focus on whmher the reforms will 
deepen and stick. There is still much doubt 
on that question, but the working assump¬ 
tion now is that the rtforms have a good 
chance of succeeding and that their success 
would be a passing geopolitical event.'* 


And yet we know that over the next few 
years the Soviet economy ran into rough 
weather, lost momentum as well as direction, 
nose-dived,andcra8hed,bringingdown with 
it the Soviet state and burying beneath both 
what Gorbachev had inherited and what he 
had himself tried to build. Most probably, he 
had sensed the impending disaster, for it 
looked as though somewhere in the middle 
he gave up his original destination and 
decided to concentrate on crisis management 
and damage control. In the last analysis, 
though, nothing helped. The end could not 
have been farther from his vision. Instead of 
rejuvenating the economy,his schemes ended 
up dislocating the established planning and 
implementation processes. What ensued was 
chaos and severe crisis, marked by steep fall 
in GDP, crippling inflation, parallel black 
market economy, and corruption. When 
Soviet Union finely broke up, it had already 
become dependent on external aid. 

It is the economic disaster of these later 
years which now looms large in scholarly 
analysis. It has also radically altered the way 
Gorbachev’s earlier years are viewed. It has 
coloured appraisal of his motivations and 
performance of that time. I have argued 
elsewhere against this tendency of 
retrojecting the present into the past.” My 
attempt in this paper has also been to show 
that the entire period of 1985-91 was not 
uniform in character and should in fact be 
divided into two segments, with the border¬ 
line drawn somewlwre around 1987-88. 

But apart from combating retrojection as a 
method, I have also meant to lay in the 
foregoing pages the ground for an argument 
I wish to pursue from here onwards. It may 
in one sentence be anticipated as follows: 
what gave a fatal twist to the course of events 
in Gorbachev’s Soviet Union was not the 
‘badeconomics’ of/w/vs/roiJla but the virtual 
impossibility of its politics. 

In ordtf todelineate my argument 1 require 
diat we answer three interwoven elementary 


questions: one, what Was it that Gorbachev 
saw as his ultimate socio-political ideal: two, 
what was it that he found wrong with Sovtot 
Union as he assumed its leadership; and, 
finally, in what manner did be originalfy 
expect to set right wbiU he had found wrong. 
The third question asks us not to see Ms 
tenure as an uninterrupted p«iod in wMchhe 
unfolded and explicfUed his policies, but to 
distinguish betweea his initial designs and 
the later, largely ad hoe, measures adopted 
while he was under the siege of unforeseen 
circumstances. It it primarily for this reason 
that I continue to depend on his 1987 book 
rather than his later statements. 

It is the first question, however, that is far 
more fundamental. It asks us to piard against 
the common tendoicy to divorce Gorbachev 
from his larger vision and reduce him, to to 
speak, to a social engineer who merely wanted 
to 'fix’ certain ‘leaks’ in the Soviet system. 

What was Gorbachev’s ultimate socio¬ 
political ideal? 

One negative answer to thisquestion would 
be that whatever else it might have involved, 
laissez-faire economy was certainly not a 
part of his vision. I have already quoted 
Gorbachev repeatedly emphasising tint he 
considered socialist system far superior to 
free market. There are many more similar 
passages in his book. For examine, he took 
notice of the fact that “Some politicians and 
media, particularly in the Uni^ States, have 
been trying to present perestroika as a drive 
for ‘liberalisation’”” and tried to nudee it 
plain to them that 

we are conducting all our reforms In accor¬ 
dance with the socialist choice. We are look¬ 
ing within socialism, rather than outside it, 
for the answers to all the questions that arise. 
We assess our successes and errors alike by 
socialist standards. Those who hope that we 
will move away from the socialist path will 
be disappointed.”” 

As a matter of fact when we read the book 
today, some five years after its publication, 
one of its most striking features appears to be 
his persistent reference to socialism. It was 
for him that chosen ideology and system to 
which Soviet Union wak firmly committed 
forever. It was the only goal, the only 
methodology and the only criterion to guide 
him. He referred to perestroika on the very 
first page as ‘‘an urgent necessity arising 
from the profound processes of devdopment 
in our socialist society’’.” He mentioiied the 
“awareness that the potential of socialism 
has been underutilised” as the source of his 
programme.” He was absolutely confident 
about the success of his policies for he 
believed that “due to socialist system and the 
planned economy, changes... come much 
easier than they would inconditions of private 
enlcrpnse”.” 

But it is not enough to merely recognise 
Gorbachev’s commitment to socialism. It is 
more important to understand what he 
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understood by it. Going by his own writing, 
(here were two features of social and political 
life which he considered most central to the 
hleology: openness [glasnost] and democracy, 
for him "democratic forms [were] inherent 
in socialism"'* just as "Openness is an 
attribute of socialism”.** At another place he 
combined the th^ categories and held that 
There is no democracy, nor can there be, 
without glasnost. And there is no present- 
day socialism, nor can there be, without 
democncy”.** As a matter of fact, for him 
The essence of perestroika lies in the fact 
that it unites socialism with democracy"*' so 
that "The more socialist democracy there is, 
the more socialism we will have”.** His total 
faith in democratic freedom and openness 
was revealed in his attitude towards 
intellectuals: “Someone objected, claiming 
that it would be difricult to work in an 
mvironment where each individual is his 
Dwn philosopher, his own foremost authority, 
iitdbdieves that only he is right. I repli^ 
that it is far worse to be dealing with a passive 
intelligentsia, and with indifference and 
qmicism".' 

Now it is true that Gorbachev counted the 
jMssivity of intelligentsia, and the apathy 
md cynicism among the masses as some of 
he m^or causes of economic slowdown. 
Int it is not for this reason alone that he 
mnled glasnost and democracy. They were 
ml for him mere meankto an economic end; 
hey were intrinsic part of his ideal. At another 
^ia^ heexpiessed his democratic resolve in 
he following words: 

Then is only one criterion here: we will 
listen to and take into consideration every¬ 
thing that strengthens socialism, whereas 
the trends alien to socialism we will combat, 
but, I repeat, within the framework of the 
democratic process.** 

We have, in a sense, already started 
Buwering the second question. Apart from 
he economic problems which he listed, what 
Soihachev found wrong with the system 
vas precisely the abst ce of democracy and 
ipenness. He spoke of the "gradual erosion 
i ideological and moral values of our 
MOpie”. He lamented that servility had been 
ncouraged, and "a breach had formed 
letween word and deed”.*’ Moreover, he 
ound the social and political malaise much 
leeper than the economic one. While he 
teheed that the Brezhnev years were mainly 
oblame for economicstagnation, he thought 
hat political and social degeneration had set 
n much earlier. Gorbachev traced the roots 
4 "ossification of social thought” back to 
he Stalinist period when "the forms of 
levelopmeni of socialist society that had 
iitto being under extreme conditions 
ire made by Stalin’s authority into 
ing absolute, and were regraded as 
only possible forms for socialism”.** At 
place his criticism was far more 
it and harsh' 


The emphasis on strict centralisation, 
administration by injunction, and the 
existence of a great number of administrative 
injunctions and restrictions belittled the rule 
of law At some stage it led to arbitrary rule 
and the reign of lawlessness, which had 
nothing todo with the principles of socialism 
or the provisions of the 1936 constitution. 
Stalin and his associates are responsible for 
those methods of governing the country. 
Any attempts to justify that lawlessness by 
political needs, international tension or 
alleged exacerbation of class struggle in the 
country are wrong. Violation of law had 
tragic consequences which we sull cannot 
forget and forgive.** 

The answer to the third and the last 
question, namely, what he meant to do to set 
the wrong right, was summed up in 
Gorbachev’s statement that perestroika was 
“simultaneously a revolution ’from above’ 
and ‘from below’”.** He wrote: “The 
weakness and inconsistencies of all the known 
'revolutiojis from above’ are explained 
precisely oy the lack of ...support from 
below”. He held such support to be absol utely 
indispensable and hence emphasised that the 
revolution from below was “a distinctive 
feature and strength of perestroika”.*’ His 
immense faith in the potentialities of Soviet 
people was expressed in some of the 
statements which I have already quoted in a 
different context in an earlier section. He 
believed until the end that Soviet people 
possessed profound wisdom as well as heroic 
capacity to make personal sacrifices, and 
constantly urged them to withstand what he 
consider^ were temporary difficulties. His 
unwavering confidence in them made it 
difficult for him to accept that separatist 
leaders were articulating popular aspirations. 
When republics started announcing one 
after the other their decision to leave the 
Union, he felt as though both he and his 
Soviet people had been stabbed in the back 
by power-hungry politicians. “I am 
convinced”, he said in his resignation 
speech, "that decisions of this scale should 
have been taken on the basis of a popular 
expression of will" and added: “today I am 
womed by our people’s loss of the citizen¬ 
ship of a great country. The consequences 
may turn out to be very hard for everyone”.’® 
Such immense faith in the people and 
such commitment to democracy and free¬ 
dom were unprecedented among Soviet 
rulers. Lenin, Stalin and Brezhnev had, in a 
fashion so typical of Bolshevism, treated 
Soviet people more often as the means than 
as the end of their grand designs. Their 
attitude had ranged from condescension to 
outright authoritarianism. While putting an 
end to the Stalinist oppression. Khrushchev 
had meant no less to keep political power 
concentrated in his own hands. Similarly, 
Trotsky might have looked towards the 
Soviet-people in his moments of crisis and 
imminent defeat, yet he remained forever a 


Bolshevik whose faith in Leninist centralism 
did not waver for a moment. Hiroughout 
his life he held Stalin personally guilty for 
Soviet misfortunes, but it never crossed his 
mind that Bolshevik organisational pnnciples 
might themselves be flawed. Had he 
succeeded in his struggle against Stalin, it 
was not unlikely that he would have stead¬ 
fastly followed the same centralist methods, 
not realising that these had made the rise of 
Stalin possible in the first place. In contrast, 
Gorbachev appeared to be a truly unique 
democratic figure in Soviet history. 

But let us take a further step. Let us ask 
what exactly the nature of his democratic 
sentiment was. 

Answer to this question turns out to be far 
more complex than we might initially 
imagine, forGorbachev the democrat appears 
fairly different when viewed from different 
vantage points. If we look at the fdlowing 
part of his resignation speech, for example, 
we are tempted to liken him to a typical 
western liberal. He said: 

not once have I regretted that I did not take 
advantage of the post of [CPSU] general 
secretary only to rule as a czar for several 
years I considered it irresponsible and 
amoral. I am convinced of the historic 
correctness of the democratic reforms which 
were started in the spnng of I98S. 

...work of histOTic significance has been 
accomplished. The totalitarian system which 
deprived the country of an opportunity to 
become successful and prosperous long ago 
has been eliminated... 

I think It IS vitally important to preserve the 
democratic achievements of the past years.... 
They must not be given up under any 
circumstances or any pretext, otherwise all 
our hopes for the better will be buried. I am 
saying all this straight and honest. It is my 
moral duty... 

Here was a Gorbachev who could call 
Soviet Union a “totalitarian system” or a 
“command-bureaucratic system, doomed to 
serve ideology”.” But how do we square up 
this Ijberalist stance with his answer to the 
first question? He had repeatedly asserted 
there that he was, above all, a committed 
socialist who judged his successes and 
failures by only socialist criteria? Unless we 
agree to dismiss him as just another 
opportunist turncoat, we are left with the 
only explanation that gllhough Goibachev 
himself was, and until the end remained, a 
genuine socialist, he was convinced that 
Soviet regime was far from it. He felt the 
regime was in fact nothing but totalitarianism 
masquerading as socialism. He found it so 
abhorring that he felt evenliberal democracy 
was a great improvement over it 
That brings us to the second option. We 
may characterise him as someone who cmild 
belong in the social democratic movement of 
the Second International era. To that 
International had belonged Rosa Luxemburg, 
at once a heroic revolutionary and an 
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uncompromising democrat. It was her 
unwavering commitment to the democratic 
principle which made her say: “Freedom 
only for the supporters of the government, 
only f(Mr the members of one party—however 
numerous—is no freedom at all. Freedom is 
always and exclusively freedom for the one 
who thinks differently”.” She had added: 

...socialist democracy it not something which 
begins only in the promised land after the 
foundations of socialist economy are crehted; 
It does not come as some sort of Christmas 
present for the worthy people who. in the 
interim, have loyally supported a handful of 
socialist dictators....lt begins at the very 
moment of seizure of power by the socialist 
patty. It [sodaiist deiiucracy] is the same 
thing as the dictatorship of the ptolmriat.” 

But Rosa Luxemburg was, we must 
remember, not merely non*Bolshevik. She 
was an anti-Bolshevik socialist. It was her 
insight into what Bolshevism would produce 
which made her a very harsh critic of Lenin’s 
organisational principles. She wrote: 

The ultra-centralism of Lenin is full of sterile 
spirit of the overseer. It is not a positive and 
creative spirit Lenin’s concern is not so 
much to make the activity of the party more 
fruitful as to control the party—to narrow 
the movement than to develop it, to bind 
rather than unify it.” 

Luxemburg’s depiction of what the 
undemocratic nature of Bolshevism would 
eventually produce was so graphic that it 
now appears prophetic: 

.. .Lenin and Trotsky have laid down Soviets 
as the only true representative of the labouring 
masses. But with the repression of political 
life in the land as a whole, life in the Soviets 
must also become more and more crippled. 
Without general elections, without 
unrestricted freedom of press and assembly 
.. .only the bureaucracy remains as the active 
element., in reality only adozen outstanding 
heads do the le«ling and an elite of working 
clau is invited from time to time to the 
meetings where they are to applaud the 
speeches of the leaders, and to approve 
proposed resolutions unanlnoously—at the 
bottom, then, a clique affair—a dictatorship 
to be sure, not the dictatorship of the 
proletariat, however, but the dictatorship of 
a handful of poiiticiarM...such conditions 
must inevitably cause a brutalisation of public 
life...” 

When Rosa Luxemburg, equated 
Bolshevism with the dictatorship of a handful 
of politicians, she did not appear to itKan 
something very different from what 
Gorbwhev meant by Soviet totalitarianism. 
Both also seemed to agree on the 
consequences of such politics. Luxemburg 
talked of brutalisation of public life while 
Gorbachev, we saw above, maintained thht 
“profound distortions” and “lawlessness” 
h^ occurred in the country which had 
"hampered its development for decades and 


resulted in tremendous human losses and 
incalculable moral and ideological damage”. 

Given these striking similarities, it appears 
fair to reach the conclusion that Gorbachev 
was, in spirit and in substance, a social 
democrat. He was unwilling to sacrifice 
democracy at the altar of tyranny—even 
‘socialist’tyranny—because he believed that 
such socialism was no socialism at all. 
Socialism and democracy were two integral 
and inseparable parts of one and the same 
ideal. 

But as we shall see in the following 
section, even this conclusion about 
Gorbachev has its problems. 

VI 

Quite like the liberaiist Gorbachev, the 
social democratic Gorbachev had his 
limitations. Resemblance between him and 
Rosa Luxemburg stopped at tlieir aversion to 
totalitarianism and its consequences. But 
had they been contemporaries, they would 
have differed violently on who was to blame 
for totalitarianism. While she thought Lenin 
was personally responsible for inventing 
and imposing inherently totalitarian 
Bolshevism, Gorbachev thought that 
degeneration had all occurred during the 
“personality cult and stagnation years”. In 
other words, he laid the blame entirely at the 
doors of Stalin and Brezhnev. Nowhere did 
he mention that negative tendencies could 
have had their origin in the period of Lenin’s 
leadership. Nowhere is there a hiht that the 
malady could lie in Bolshevism itself. On the 
contrary, Gorbachev expressed at numerous 
places in the book his gratitude and great 
admiration for Lenin. His works, Gorbachev 
said, had proved to be “inexhaustible source 
of dialectical creative thought, theoretical 
wealth and political sagacity”.” He accredited 
Lenin with the idea that “socialism and 
democracy are indivisible”;” he attributed 
to him the idea of working people’s self 
management;” he ascribed to him the 
wisdom of going “beyond...class-imposed 
limits” and recognising the “priority of 
interests common to all humanity over class 
interests”.” But what may strike one above 
all is the following passage iri which 
Gorbachev painted Lenin as a great democrat; 

I have long appreciated a remarkable formula 
advanced by Lenin: socialism is the living 
creativity of the masses. Socialism is not an 
a priori theoretical scheme, in keeping with 
which society is divided into two groups; 
those who give instructions and those who 
follow them. I am very much against such a 
simplified and mechanical understanding of 
socialism. 

People, human beings with all their creative 
diversity, ore the makers of history."" 

Once one reads this paragraph, one can no 
^longer entertain the pos.sibility of putting 
Gorbachev in the same category as Rosa 


Luxemburg. Though the tsvo sounded very 
similar in the enunciation of their ide^, they 
could not have been more different in their 
reading of history. Gorbachev attributed to 
Lenin what Luxemburg thought was entirdy 
missing in the Bolshevik founder of the 
Soviet state. Gorbachev acquitted Lenin of 
every charge that Luxemburg h«l levelled 
against him. 

Where does that leave us? 

Although I will need to reformulate it 
later, my initial response to this question 
would be that it leaves us precisely in the 
same indeterminate twilight zone as 
Gorbachev himself traversed. To look for 
precise categories in his case—to want him 
to be an unambiguous liberal, social democrat 
or Bolshevilc—is to altogether miss the point 
about his paradox: he was all of these things 
and he was none of them. He felt push^ 
towards the reforms he considered absolutely 
essential, but he also felt pulled back by the 
tradition from which he had come and to 
which, in a profound sense, he still belonged. 

Thi s brings me to the core of my argument. 

I believe that while only he had to grapple 
with hts predicament, his dilemmas w«e not 
of his own making. Hiey were typical 
products of what I may call the ‘hegemonic 
communist universe’. Central to the 
conception of this universe is Gramscian 
discussion of hegemony and hegemonisation. 
Gramsci employed these concepts primarily 
to denote class relations within a society, 
wherein one class became hegemonic by 
successfully establishing its moral, cultural, 
political and ideological leadership over 
other classes. However, I use these concepts 
much more broadly and loosely, and include 
in their purview relations not only among 
classes but also other formations, strata, 
groups, movements and indeed parties. My 
argument then is that Bolshevism, and more 
particulariy its organisational ethos, was 
internalised by communist parties across the 
world as the very paradigm of authemic 
communist norms. Bolshevism was first 
imposed on other parties through the Third 
International but, true to the successful 
establishment of a hegemonic universe, it 
did not take long before communists began 
to follow Bolshevism quite voluntarily, not 
as a matter of discipline but as the very 
essence of communism. Bolshevik hegemony 
survived thedissolution ofThiid International 
and affected the functioning of world 
communism in a variety of deleterious ways. 

It IS my argument here that Gorbachev’s 
politics too was rooted in the peculiar 
condition in which hegemony of Bolshevism 
had survi ved in the .Soviet system as a whole. 
The point must be made at once that this 
hegemony did not manifest itself uniformly 
and cuiiM.sicntly. Very often it could be .seen, 
for example, not so much in the ideological 
content of Soviet policies as in the form in 
which policies had to be authenticated and 
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legitimised. Being the international 
'vanguard', the CPSU had the advantage of 
iiderpreting and li^terpietmg domestic and 
global ‘condation of forces'. It could then 
initiate policies which, at times, constituted 
compietedepaiture from classical Bolshevik 
conceptions. Bin even in these cases it was 
invaiiably claimed that the policies merdy 
eiaborated dassical principles or, at best, 
extended their applic^on. The critical factor 
was that in ordn to be accepted, decisions 
had always to be taken in the name of the 
ttvohitionaiy tradition. This condition was 
usudly met, at least apparently, by referring 
to tome obscure work of Lenin, recognised 
at he was u the very embodiment of 
Bolshevism. 

At this level, it is possible to read 
Oorbachev’s repealed references to Lenin as 
anexerdse.inlegitimisatimiofhisextremely 
unorthodox programmes. This reading is 
supported by a certain pattern found 
throughout his book, whereby Lenin’s name 
is invariably evdced just tefore or after 
making an unconventional proposal. Typical 
of this pattern is, for example, this passage; 
"He [Ledn] percdved the luricing dangers 
for the new system....Hence the utilisation of 
methods which did not seem to be intrinsic to 
sodalism itsdf or, at least, diverged in some 
reqwcts from generally acc^ed classical 
notions of socialist development”.*' 
Gorbachev did not reproduce Lenin's exact 
words here or anywhere else, nor did he 
provide the refoences. It is difficult to judge 
whether or not Lenin ever said the things 
Gorbachev made him say, nor do we know 
the context in which he wrote or .said what 
Gorbachev chose to pick up. Gorbachev 
would say he did not find either of these 
things necessary since he was addressing the 
Iny reader and not writing a scholarly book. 
But it is quite possible that these omissions 
sveredeliberaie and woe made becausedoing 
so suited his convenience. We are saying in 
other words that Gorbachev knew his policies 
were not Leninist and he was cheating on his 
reader. 

I do not subscribe to this reading. Buteven 
if I were to accept it for die sdee of argument, 
it will only go on to prove what is from my 
point of view a more significant matter; the 
survival of Loiinist hegemony right up to the 
days of Gorbachev. Just as every leader 
before him had needed to use Lenin’s name 
to "rule as a czar for several years”, so did 
Gorbachev for his glasnost and perestroika. 
It showed that quite like the le«lers before 
him, Gorbachev was aware that Lenin 
continued to provide the basic parameters 
for thought and action, trespassing which 
became instinctively unacceptable to the 
Soviet system as a whole. But to state that 
Leninist aphorisms could be used for 
rationalisation is not to say that they were 
always and necessarily so used. To hold such 
a position would tw no different from 


suIxKribingfothe crude powercentric notion 
of ideology. Also, when we look at his book 
more closely; we realise that Gorbachev's 
references to Lenin could not have been just 
a clever ploy, 

I am muchn^ persuaded that Gorbachev 
wasa ‘partially ^mruicipated’ member of the 
Bolshevik conpnunlst ufdverse. In order to 
appreciate d|ikt, let vs look atapassage which 
I conslder.abcj4;:ltd{eals with Khrushchev 
and his de<StidiniM^on ounpaign, and is 
important to us beewse Gofoachev is so 
often seen as having cmried forward his. 
policies. The portions relevant to us read as 
follows: 

A major landmark in our history was the 
20th CPSU congress. It made a great 
conuibution to the theory and practice of 
socialist construction. During and tdter, a 
great attempt was made to turn the helm in 
the country’s advance, to impart an impulse 
to liberation from the negative aspects of 
socio-political life engendered by the Stalin 
personality cult. 

But the possibilities that emerged were not 
used to the full. The explanation is the 
subjectivist methods adopted by the 
leadership under KhTushchev...The leader¬ 
ship's wilful and changing ideas and actions 
kept society and the party in fever. 

That was why at the next stage, whose 
hallmark was the October I9M plenary 
meeting of the CPSU central committee, the 
first step was to overcome these extremes 
and combat these extremes. A line towards 
stabilisation was taken; And it was a well 
justified plan.*' 

It is the second part of this passage which 
may come as something of a surprise to 
some of us. This is so because after having 
done what was only expected of him— 
lauding Khrushchev’s de-Stalinisation 
campaign—Goibachev did next what was 
most uiiBXpectedt, hp ejiittatly justified 
Khrushchev'i’ dUstCT and tliie neo^Stalinist 
Brezhnev’s rise to power. Such a stance 
would puzzle any reader of his book, for it 
was none other than Brezhnev whose tenure 
Gorbachev held mainly responsible for 
economic stagnation and ideological 
decadence. How could Gorbachev hold 
Khrushchev in great respect for his “great 
contribution to the theory and practice of 
socialistconstruction”, and, at the same time, 
berate him for his "subjectivist methods” 
and "wilful and changing ideas”? Did it not 
occur to Gorbachev that coming from him, 
such criticism would appear very odd, given 
the fact that he had himself initiated not 
merely unorthodox but also highly 
controversial changes? 

What was Gorbachev saying when he 
declared Khrushchev’soUster’’a well justified 
plan”? We know that he admired neither 
Khrushchev’si^edeGessorhorliissiKcessor. 
So he could not have meant toaiipport either. 
And ybt if we look at it dos^ enough. 


Gorbachev was not really comndicting 
himself. It requires perhaps another reading 
of the passage to realise that there was a 
consistency underlying his seemingly 
inconsistent position. Gorbachev was not 
supporting any person. He was supporting a 
principle—an organisational principle. 
Surely he was most conscious of the sharp 
contrast in Stalin’s and Khrushchev’s 
political objectives—he was critical of the 
. former while he admired the latter—but he 
‘ found something disturbingly akin in their 
organisational norms. In the pursuit of his 
goals, neither had hesitated to elbow the 
Soviet communist party out of the centre 
stage which it was originally meant to occupy. 
'The “negative aspects engendered by the 
Stalin posonality cult” had been only too 
obvious, but Khrushchev’s ‘subjectivist 
methods’ too amounted to nothing less than 
‘wilful’ ideas. 'They kept “society and the 
parry in fever.” 

Here we had, then, someone with untainted 
faith in the role of the communist patty, 
trying tenaciously to secure its centrality 
against encroachment. Gorbachev’s faith lay 
in the Leninist idea offlawless party machine, 
a vehicle of change and continuity, of 
transformation and moderation, and, ^ve 
all, of continuous reappraisal. He wrote; 

The party acts as the initiator and generator 
of ideas, tjie organising and guiding feme 
and, I would say, the guarantor of poestroika 
in the interests of consolidating socialism, in 
the interests of the working people. The 
party has assumed a truly historic responsi¬ 
bility. In 1917, Lenin said; “Having started a 
revolution we must go all the way." The 
same is true of perestroika: The party wUl go 
all the way. 

...the party’s goal is., above all. to 
theoreticdly analyse processes, to sense 
critical points in the development of 
contradictions in time, to inuoduce 
corrections, into strategy and tactics, to 
elaborate policy and define methods and 
forms for its re^isation. to select and place 
personnel, and to provide for perestroika 
both organisationally and ideologically. Only 
the party could do all this.** 

Gorbachev, in other words, internalised nr 
least one part —vital, crucial and 
consequential part—of the Bolshevik vision. 
What seemed amazing about his faith was 
that it had come out unscathed from the ugly 
world of politicalrealities, for he appeared as 
someone still inclined to think of the long 
years of Stalinism and neo-Stalinism at the 
exception rather than the rule. He was not a 
social democrat likeRoft Luxemburg whose 
sensibilities would be offended by Leain’t 
highly centrist methods and wl|p would see 
in them the seeds of totalitariahinil. He was 
a communist—a Bolshevik communiat— 
whose faith had not been shaken even by the 
actuality of Stalin’s totalitariiniam. 
Explana^ for what appeared amazing Hei 





in the,very natmeof hegemonisation pioceu. 
It is «npo(tant to underline here that an 
idealist picture of the univdae rather than 
its realist representation becomes the basis 
of hegemony. After all what members of the 
universe internalise are the moral, cultwal 
and political values (and not facts) of the 
hegemonic group. It is a separate matter that 
later, when hegemmiy is in idace, even sudi 
conduct of the hegemonic authority as is 
contrary to the idealised picture* gets 
rationalised and approved. Inapassage which 
we have quoted above, Gorbachev himself 
referred losome of the basesonwhichStalin's 
conduct, contrary to thdideals, was justified. 
These included “political needs, international 
tension or alleged exacerbation of class 
struggle in the country.” Such jusliflcations 
prove sufficient to comfort a vast majority of 
hegemonised members who feel unsettled 
more than outraged by the discrepancy 
between ‘words and de^s’. But even tlw 
more critical, ‘partially emancipated’, small 
minority, whi^ refuses to condone such 
violations, falls short of dedrying the 
hegemonic authority per se. It more often 
gravitates towards identifying, isolating and 
indicting individual members of this 
authority. What remains unperturbed in this 
way is the hegemonic picture of the universe, 
which appears natural and objective, gives 
meaning to the communal life of the 
hegemonised members, and evokes 
spontaneous commitment. Its integrity is 
never doubted by the hegemonised members 
because such doubts induce self-doubts or 
doubts about the very meaning of commurud 
life. 

Gorbachev belonged to this small minority. 
He could see that enormous violation h^ 
been committed. But he held Stalin and 
Brezhnev responsible for vitiating the entire 
Soviet system. Unlike Rosa Luxemburg who 
could observe Bolshevism from the outside, 
Gorbachev could not understand the fact that 
Stalin was not the first Soviet leader to use 
extraneous justifications. Lenin too had used 
the m^phor of‘war communism’ tojuttify 
a large number of undemocratic steps which 
did not square with his earlier promises. It 
was from the days of Lenin that Soviet 
people had come to accept many things 
whii^ going by the ideals, they should not 
have. They had accepted Stalin because the 
ground for Stalinism had been prepared right 
under Lenin’s nose. C 9 n^equently, 
Gorbachev’s criticism of Stalin went no 
farther than Khrashchev’s criticism. Nddm 
of them had traced Stalinism back to Lenin 
and to the very Bolshevik organisational 
principles. Both had restricted themselves to , 
condemning his personal depravity. This 
approach most have come natutrUly to 
Khrushchev ^ Gorbachev, as it indeed did 
to all members of the Soviet inlelligbntsia. It 
is rare for the members of a h^emonised 
universe to grasp the painful reality that the 


bane lies in the very foundations of the 
universe. And starting as the founder of that 
universe, Lenin had gone on to become an 
integral part of those foundations. 

I may now reformulate the remarks I 
made at the beginning of this section. I 
began by^ying that to seek to categorise 
Gorbachev as a liberal, a social democrat or 
a Bolshevik was pointless for he was dl of 
these and he was none of them. 1 still hold 
the same position but with the following 
modification. If we persuade ourselves for 
a moment to be less judgmental about hitn 
and get more interested in bow he must 
have looked at himself, we are bound to 
iMcb the only possible conclusion that, he 
saw himself the way he said he did: as a 
convinced and committed Bolshevik. He 
took from Bolshevism what was best in it 
and considered it intrinsic: he filtered out 
what was wrong and sinister in it and 
considered it only incidenul. He was 
convinced that Bolshevism in its pristine 
form was flawless and that its later blemi¬ 
shes could be removed. He remained a 
committed Bolshevik because, for him, the 
ideology already contained in it the best of 
liberalism and social democracy while it 
offered something more. 

Here was a typical paitially emancipated 
member of the hegemonic universe: he saw 
idealised version as real, and reality itself as 
a perverse exceptitm. 

It was Gorbachev’s faith tn the ‘pristine’ 
form of Bolshevism, and his faith in that 
form’s primordial appeal among the Soviet 
people, the children of 1917, that prompted 
him to attempt the most ambitious of dreams 
with the simplicity of a child. The distinction 
he had him^f drawn between the intrinsic 
and the incidental in Bolshevism led him to 
visualise So^et society in a likewise fashion. 
What he saw as imrinsic in it were socialist 
and democratic values, revolutionary 
conunitment, Soviet patriotism, enthusiasm, 
creativity and the prospect of prosperity. 
What he saw as incidental was apathy, 
cynicism, corruption, crass matNialism and 
stagnation. He saw the latter as no more than 
layers of silt and sludge which had settled 
and crusted on the surface of the former. 
Once these layers were removed, the glorious 
pristine shine would return. Hie zeal he 
showed in dismantling structures, in 
decentralisation, in removal of bureaucratic 
controls, ^ in dismissing corrupt officers 
came froth such a bdief. 

vn 

I wish to make the point that what gave 
Gorbachev exceptional daring and what 
eventually proved to be his undoing were 
precisely the same thing. Both his personal 
heroism and the eventual hopelessness of 
his reforms emerged from the tiunner in 
which he related-to the Soviet reality. He 


saw, quite clearly and sharply, the economic, 
political, social and ideological rot 
surrounding him. He described it, too, very 
candidly and graphically. But in a deeper 
sense he was twice removed from it 
First, he observed reality not so much in 
the manner of a sutesman—with the eyes 
focused on the distuit goal but the ears hi^ 
dose to the ground—but from foe high 
vantage point of an ideologue. His 
understanding of Soviet people in the 1980s 
seemed to follow straight from more than 
half a century old tradition of ‘socialist 
realism’. They were seen not as they were but 
as they ought to have been, tearing to go at 
the first call for socialist reconstruction. It 
was this highly idealised vision which gave 
Gorbachev a rich moral fervour and made 
him go repeatedly to the people to seek 
vindication and strength for his plans which 
he believed they well understood and 
empathised with. His appeals did seem to 
enthuse people for a while. But the 
enthusiasm was deceptive, for its source 
lay not so much in Gorbachev’s ideological 
and moral fervour as in his promise of 
materially mote comfortable life. He rode 
on the crest of high material expectations 
of the Soviet people, but when the 
expectations remained unfulfilled, his 
appeals ceased to have effect. 

What Gorbachev the ideologue did not 
understand was that he was making 
ideological appeals to a society that had been 
completely de-ideologised. It had been de- 
ideologised by Stidinist terror, bureaucratic 
unresponsiveness, arbitrariness, unfulfilled 
promises, shortages and corruption. But, 
above dl, people had been de-ideplogised 
by Bolshevik organisation of Soviet 
society. This organisation had turned active 
agents of history into passive sufferers or 
beneficiaries of the system. They were, as 
Rosa Luxemburg had predicted in 1918, 
‘Unvited from time to time to the meetings 
where they ...fwere] to applaud the speech^ 
of the leaders, and to approve propos^ 
resolutions unanimously.” ' 

But Soviet people had not been merely 
de-ideologised. Material deprivations and 
de-ideologisation had combined to make 
for crass materialism and cultural and 
spiritual poverty. To such people 
Gorbachev's ideology meant little. As 
Gorbacf^ unfolded his plans, it did not 
occur to him that more than providing 
material incentives, partial privatisation 
would lead to hoarding, black market and 
the underworld. It never crossed his mind 
that rather than encouraging involvement, 
creativity and responsibility, economic 
decentralisation could lead to breakdown 
of linkages and chaos. He must have 
imagined that democratic decentralisation 
and devolution of political power would 
inculcate greater faith in centre-state 
relations in the Union. What he seemed not 
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to have taken into account was that ttese 
steps could also fan demand for secession 
and produce inter-republic ethnic violence. 

What Gorbachev did not understand, in 
short, was that the sedimented mire had 
corroded so deep into the system that the 
rot be considered extraneous to the Soviet 
bodypolitik had become its intrinsic part. 
Unaware of such risks, Gorbachev went 
ahead with reforms which brought down 
theentire system over his head. It was‘only 
much later that Gorbachev saw the mistake 
in dismantling the entire system as he had 
done. In a Soviet television interview in 
March 1991 he admitted that “It was 
inexpedient to reject what still worked, 
before creating new effective mechanisms 
...I am not trying to avoid responsibility.” 
He added that “It was possible to reach the 
gains of perestroika with less damage”.** 
But by the time this realisation dawned on 
him, it was already too late. And yet if we 
look back into Soviet history, we find that 
the extremely simplistic nature of 
Gorbachev'sgrandioseplans was not without 
precedents. The belief that an entire system 
could be supplanted all at once went back all 
the way to l^in who had in his pamphlet 
Stale and Rew^iaion put forth the idea of 
smashing up the inherit state with a si milar 
faith. Theconsequencesofimplenwnting the 
ffwad plan in his case had bem no different: 
Ae economy had collapsed. Despite that 
failure and despite the fact that Lenin had to 
very quickly retrace his steps, the faith had 
survived him through Stalin to Gorbachev. 
The three leaders might have,been very 
different in what they wanted to replace or 
what they wanted to replace it with, but they 
were rernarkably similar in that they shared 
the highest degree of voluntarism. This 
voluntarism was an integral part of 
BoUbevism. anideoiogywhichhadfromthe 
start believed inakipihngortelescopingstages 
of history. 

vin 

I said in the previous section that 
Gorbachev was twiire removed from Soviet 
reality. 1 argued that his connection with 
Soviet society was severed as he visualised 
it in a highly idealised manner whereas the 
society itself had been completely de- 
ideo •vised. Let me now argue that he was 
also isolated from the CPSU, the agency in 
which he had great faith and which he saw 
the vehicle of change. The reason was 
his Bolshevism too was not what it had 
to his predecessors, and what it still 
jwu to his colleapies. It was, as we have 
above, a version that was highly 
idealised and rarefied—a product of partial 
mancipation. Asamatter of faa, there was 
complete mismatch between what he 
bought was Leninism and what almost 
lyothercommunistintheCPSU thought 
it was. 


The mismatch showed at two levels. In 
the economic sphere, Gorbachev had drawn 
his inspiration from “Lenin's works in the 
last years of his life”.** These works had 
propounded and justified the New 
Economic Policy, which made concessions 
to private trade and industry, and abandoned 
the pressure towards collet visation. Lenin 
adhered to this policy from iu inception in 
1921 to his own death in early 1924. But 
soon after his death the NEP came to be 
treated as a tactical retreat which Lepin had 
meant to make only temporarily in the 
aftermath of the civil war. It was seen as 
contrary to the spirit of Lenin’s economic 
philosophy in general. That is how Staljn 
justitied its termiruition and reintroduction 
of collectivist methodsin 1929. Later Soviet 
leadership and scholarship criticised Stalin 


for the political excesses he had committed 
but did not contest the position that Stalinist 
model of economic devdopment was in line 
wiA Lenin’s general economic philosofdiy. 
As a matter of fact, Khrushchev became a 
suspect because his policies were seen aa loo 
much of a deviation ftom this path. Ibe long 
Brezhnev years returned to the familiar 
Stalinist model which had come tobe equated 
with both Leniaiani and sodaliami 
In purely statistical terms, the economic 
model had shown spectacular results in the 
earlier decades of its implementatiim. It 
had been touted as the perfect evidence of 
the prosperity which socialist ■planning 
could bring to any country. Therefore, when 
, growth rates began to fall, not everyoire 
who mattered could see a direct connection 
between stagnation and this model as clearly 
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as GortMchev saw, nor was he con vinced that 
the higldy unconventiiNial methods based on 
Lenin’s tacticid tetceat would promote either 
sodaUsffl or ecbnomic devel^Hnent. 

No matter how much Gorbachev disliked 
torule ‘likeaczar’,he would not have been 
able to effect a dramatic redefinition of 
socialist economics without die unquestion¬ 
able authority which his position as tlwgeneral 
secretary of the CPSU gave him. The muted 
and cautious manner in whichevenpolilburo 
membersexpiesseddieir misgivings, and the 
ease with which Gorbachev was able to 
distegard them, showed, the extraordinary 
clout udiich each and every general secretary 
from the days of Lenin bad wielded. 
Khrushchev’sde-Stalinisation campaign had 
gone un-challenged precisely because he 
occupied the position which Stalin had made 
unassailable.Gorbachev’sinitial success was 
not very dissimilar in nahite. But while those 
who differed with Him did not disagree with 
him publicly and violently, they stuck on to 
their convoitional notions regarding how 
socialist economy functions. The result was 
that while there was apparent consensus on 
the ideological basis of economy, in reality 
there was none. 

Without his quite realising it, Gorbachev 
increasingly lost the support of conventional 
communists. For some time this loss was 
seemingly compensated by the support he 
received within and outsiite the piMy from 
the economic liberalisers. But that too was 
short-lived. Gorbachev had his own ideas 
about how much liberalisation was 
consistent with his version of socialism, 
and what he thought was perniissible the 
liberalists found totally in^equate. 

The second level of mismatching was at 
the political and organisational level. The 
vast majority of conununists understood 
communist pditics to mean, inptactical terms, 
essentially two things; one-pitty systmn in 
which there was complete monopoly of 
political power in the harids of the communist 
patty;andacompletely hierarchical pyramidic 
stnictute witiiin the patty which was seen as 
the essence of’democratic-centralism’. It is 
true that many of those who swore by this 
system also ocaqiied privileged positions 
and derived disproportionate benefits ftom 
it. But it will be simplistic to argue thM only 
such people were interested in preserving the 
systmTheordinatynnksandioeqf leaders 
of iheCn^U must have understood socialism 
to mean what was practised in Soviet Unitm. 
Mostof them weiebom and brought up in the 
era when all theae features were already in 
place. They must have been socialised into it 
and must have found it normal. They must 
have, in other words, behaved like un- 
emaricipated metifoen of the communist 
universe. I am not saying that there could 
have been no communists in tiie p«ty who, 
like Gorbachev, saw these features as 
perversion of socialist ideology. But thdr 


number could not have been large and, given 
tiw long years of Brexhnev rule, they could 
not have risen very high. Those who were 
elevated by Goibadiev himsdf did not seem 
to enjoy tremendous tank and file support 
They could have given solace but not much 
organisational support to Gorbachev in the 
later years of his political career. On the other 
hand, those who tried to pull off the August 
1991 coupmay nothaveenjoyedtiemendous 
{Hiblic support, yet they could not have been 
entirely without sym|MUhisen in the patty. 
That is the only exfdanation for Goibdchev's 
moving to quickly to disband the party. 

in the end, Gorbachev stood all alone. He 
was a liberal whose hesitant, halting attitpde 
towards ‘reforms’ had exasperated liberals 
long ago; he was a communist whose 
debilitating effect on the patty and govern¬ 
ment had made communists extremely wary 
of him; he was a social democrat.whose 
ambivdent and contradictory attitude foiled 
to create a deprmdable base for social 
democracy in a soil from which it had been 
uprooted long ago. 

No obituary to Gorbachev’s paradoxical 
politics would have been mote appropriate 
than the one a Moscow newspaper editor 
wrote: 

Gorbachev introduced chaos which destroyed 
the doomed empire. Trying to kill 
totalitarianism, he only mana^ to kill 
communism. Trying to impose freedom on 
the sute, he killed the$ute.Tiyit 9 toinoculate 
democracy to society, he destroyed society. 
Wishing to keep the empire intact, he 
destroyed ihe empire.** 

When Gorbachev went down, he did not 
go down alone. A country that had fallen 
apart went down with him. 
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SOCDETE GENERALE 

IHE FRENCH AND INTERNATIONAL BANK 
(Incorporated in France with Limited Liability) 
INDIAN BRANCHES 


BALANCE SHEET AS ON MARCH 31. 1994 


(Rs. in 000'/) 


Schedule 

No 


As on 
31.3,94 


As on 
31.3 93 


CAPITAL AND LIABILITIES 
Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other liabilities and provisions 
TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks and money 
at call and short notice 
investments 
Advances 
nxed Asseu 
Other Assets 



4,965,260 

194,238 

111.932 


5,494,414 2.679,406 


TOTAL 


Contingent Liabilities 
Bills for collection 


647,655 

490.534 

243.485 

486,244 

2,941,976 

1.138,759 

1,526,440 

419.723 

9,029 

7,839 

125,829 

136,307 

5,494.414 

2,679,406 

7,624,298 

3.234,464 

219,341 

254,750 


PROFITAND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1994 


(Rs. in OOO's) 


Schedule Year ended Year ended 
No 31.3.94 31.3.93 


366,877 

63.137 



Notes on Accounts 17 
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SOCBETE GENERALE 

HIE FRENCH AND INTERNATIONAL BANK 
(Jncorpomled m France with Limited LtabiUty) 
INDIAN BRANCHES 


SCHEDULES TO ms BALANCE SHEET AS ON MARCH 31,1994 


(Rs idOOO's) 


(Rs inOOO's) 



SCHEDULE l*CAnTAL 

For Banks Inooiponied Outside 
India 

(A) Capnal 


(B) Amount of D^iosit kept With 
the Reserve Bank of India under 
sub-section (2)of Section 11 of the 
Banking Regulation Act, 1949 


SCHEDULE 2-ltESERVES AND 
SmPLVS 

Siatutoiy Reserves 

(i) Opming Balance 

(ii) Additions dunng the year 


Balance of Prorn/Loss 


SCHEDULE 3-DEFOSITS 

A I Demand Deposits 

(i) From Banks 

(ii) From others 

II Savings Bank Deposits 

III Term Deposits 
0) From Banks 
(u) From others 

TOTAL 


B (i) Deposits ot Branches 
m India 

TOTAL 


As on 
31394 

As on 
313 93 

62,389 

62,389 

34,889 

20,130 

28.050 

14,600 

15.100 

12,950 

42.650 

28 050 

117,945 

59 756 

160,595 

87,806 

316 

66,792 

48 541 

56 541 

15,671 

11638 

1,348,917 

3,533,564 

206,397 
1,591 537 

4,965,260 

1,914,656 

4.965,260 

1 914,656 

4,965,260 

1,914 656 





SCHEDULE 4-BORROWINGS 

I Bonowings in India 

(i) Reserve Bank of India 
(ti) Other Banks 

II Borrowings outside India 

TOTAL 


I and II above 


SCHEDULE 9-OTHER UABILITIES 
AND PROVISIONS 

I Bills payable 

II Inter-office adjustments (net) 

III Interest accrued 

IV Others (including provisions) 

TOTAL 


SCHEDULE d-CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

I Cash m hand 
(including foreign 
currency notes) 

II Balances with Reserve Bank 
of India 

(i) in Current Account 
(II) in Other Accounts 


SCHEDULE 7-BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

I In India 

(I) Balances with banks in India 

(a) in Current Accounts 

(b) in Other Deposit 
Accounts 

(II) Money at call and short nonce 
(a) With banks 

TOTAL 


As on 
31 3 94 

Avon 

11 193 

37,400 

125,470 

14,500 

467.303 

31,368 

0 

194,238 

481,803 

NIL 

NO. 

7,464 

NIL 

33,447 

71.021 

32,143 

NIL 

21,739 

78,870 

111,932 

132,752 

218 

711 

647.437 

NIL 

196 219 

93,604 

647.655 

490,534 

15,920 

1598 

200 800 

188 007 

NIL 

280 000 

216,720 

471.605 
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SOCIETE GENERALE 

THE FRENCH AND INTORNATIONAL BANK 
(Incorporated in France with Lbnited UMtity) 
INDIAN BRANCHES 



SCHEDULESTO THE BALANCE SHEET AS ON MARCH 31.1994 


(Rs inOOO's) 


As on As on 
31 394 31 393 


n Outside India 

(i) m Cumnt Accounts 
With SG Branches 
With Other Banks 

TOTAL 

GRAND TOTAL 

SCHEDULE (-INVESTMENTS 
1 Investments in India 



26,763 


243.483 


14,639 


486,244 


Investments in India 



(I) Government securities 

1,091,332 

368.194 

(it) Other approved secunties 

3,300 

5,500 

(III) Shares 

180 

180 

(iv) Debentures and bonds 

117,335 

87,335 

(v) Others 

1.727,429 

477,550 

TOTAL 

2.941,976 

1.138.759 


NOTE The market value of Quoted 
Government Securities is 
higher than the Book Value by 
Rs 24,033 (previous Year— 
Market Vadue was lower than 
Book Value by Rs 120) 

SCHEDULE 9-ADVANCES 

A (i) Bills purchased and 
discounted 

(ii) Cash credits, overdrafts and 
loans repayable on demand 
(III) Term loans 


(i) Secured by tangible assets 

(ii) Covered by Bank/Govemment 
guarantees 

(III) Unsecured 


C I Advances m India 

(i) Pnonty sectors 

(ii) Banks 
(m) Others 

TOTAL 

II Advances outside India 
TOTAL 

GRAND TOTAL 


182,021 

767,377 

577,042 


1,326.440 419,723 


467,386 306,981 

647,695 77,838 

411,339 34,904 


1,326,440 419,723 


63,456 

NIL 

1,462,984 


1,326,440 


NIL 

NIL 


38,767 

5.526 

375,430 


419,723 


NIL 


NIL 


SCHEDULE 10-nXED ASSETS* 

1 Fixed Assets (other than Premises) 
(mtl fiimtture and fixtures) 

(i) At cost as at 31st March 

(ii) Additions during the year 
(ill) DedULUons dunng the vear 
(iv) Depreciation to date 

TOTAL 



SCHEDULE ll-OTHER ASSETS 

I Inter oftice adjustments (net) 

II Interest accrued 

III Tax paid in advantt/ias 
deducted at source 

IV Stationery and stamps 

V Others 

TOTAL 


SCHEDULE 12-CONTINGENT 
UABILITIES 


(Rs 000‘s) 



As on 
31 394 



123 829 136 307 


1,326,440 1 419,723 


I 

Claims against the bank not 
acknowledged as debts 

23 226 

15 307 

II 

Liability on account of 
outstanding forward exchange 
contracts 

67H387 

2 710,724 

III 

Guarantees given on behalf of 
constituents 
^ In India 

193 146 

101 334 

IV 

Acceptances endmseincnts 
and other obligations 

242 643 

104 040 

V 

Bills rs*discounted 

410896 

301,738 

VI 

Other itcins tor which the bank 

IS innlingentl) Icihlc 

NIL 

1 101 


TOTAL 

7 624 298 

3234 464 



S478 


Economic and Political Weekly June 11,1994 





































SOCIETE GENERALE 

THE FRENCH AND INTEIINATIONAL BANK 

(Incorporated in France with Umited Lkdnlity) 

INDIAN BRANCHES 


SCHeOULES TO THEPROFFTAND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31.1994 


(IU.iiiOOO'()J 


Yearended Yearended 
31394 31393 




Yearended Yearended 
31394 31393 


SCHSDUUC 13-lNmtBST 
BAINID 


SCHEDULE tS-INTEREST 
EXPENDED 


Imenat/diacouat on advaacea/ 
billi 

Income on invettmenti 


200,186 207,004 

227,636 113.089 


Interest on Deposits 

Interest on Reserve Bank'of 
India/Inter-bank borrowings 


188,689 176.159 


25,537 42.898 


Iniereat on balances with 
Reserve Bank of India and 
other inter-baok funds 


28,790 46,784 


III Others 


TOTAL 


214,360 219,641 


IV. Others 


TOTAL 


460,810 366,877 


SCHEDULE 16-OPERATING 
EXPENSES 

I Payments to and provision for 
employees 


SCHEDULE 14-OTHER INCOME 

L Commission, exchange and 

brokerage 

II Profit on sale of investments 

Less Loss and sale of 
. mvestments 

in Profit on sale of land, buildings 

and other assets 
Less Loss on sale of land, 
buildiagt and other assets 

ly. Profit on exchange transactions 

Less Lost on exchange 
nnsacuons 

V Miscellaneous Income 

(includes provision for 
doubtful (tebts wntteiiback 
Rs 16,566, Previous Year 
Rs 13,306) 

TOTAL 


8,912 9.144 

562 7,162 

(753) (8.813) 


426,540 135,088 

(444.286) (94,760) 


23,444 15,333 


14.142 63,137 


II Rent, taxes and lighting 

III Printing and stationery 

IV Advertisement and publicity 

V Depreciation on bank's property 

VI Directors' fees, allowances and 
expenses 

Vli Auditors' fees and expenses 

VIII Law charges 

IX Postage, Telegrams, 

Telephones etc 

X Repairs and mauiienance 

XI Insurance 

XII Other expenditure (inci Ifead 
■Office Supervisory Oiarges 4.500, 
Previous year 4,500) 

TOTAL 


11,629 9.782 


43,680 I 34.164 
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THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Uability) 

INDIAN BRANCHES 


Schedule 17 >- Notes on Accounts: 

I. Summary of Signiricant Accounting Policies 

1. General 

The accompanying Rnancial statements have been piepaied on the histoncal cost basis antfconform to the statutory provisions and practices 
prevailing indhe country. 

2. Transactions involving foreign exchange 

(i) (a) Foreign currency assets and liabilities are translated on a daily basis at the exchange rates prevailing at the close of the day exgept for 

balances in Foreign Currency (Non-Resident) Accounts which are lecoided at the relevant notional rates specified by Reserve Bank of 
India. Accordingly, monetaiy assets and liabilities other than balances in Foreign Currency (Non-Resident) Accounts havebeen translated 
at the exchange rates prevailing at the close of the year. 

(b) Unmatured spot and forward foreign exchange transactions are revalued on a monthly basis at the then prevailing spot and forward rates 
respectively. 

(c) Gains and losses arising from the above valuations are repotted in the Profit and Loss Account. 

(ii) Income and expenditure items have been translated at the exchange rates prevailing on the dale of the transaction. 
i. Investments 

(a) Investments in Securitiea approved for the piupose of maintaining Statutoiy Liquidity Ratio requirement. 

(i) Permanent investments 

Valued at cost of acquisition. The difference between cost of acquisition and maturity value is amortized/accraed over the residual 
maturity of the Security. 

(ii) Current Investments 

Valued at the lower of cost of acquisition or market value or yield to maturity at rates specified by RBI circular no. DBOD No. 
BP.BC 59/21.4 043/94 dt 17 May. 1994 

(b) Other investments 

V^ued at the lower of cost of acquisition or yield to maturity at rates specified by RBI circular no. DBOD No. BP.BC 59/21.4.043/94 
dl. 17 May. 1994. 

4. Advances 

Provisions for doubtful advances have been made to the satisfaction of the auditors. 

— in respect of identified advances, based on a periodic review of advances, after taking into account the portion of the advances guaranteed 
by the Export Credit and Guarantee Corporation and similar statutory bodies and guidelines issued by the Reserve Bank of India. 

— in respect of general advances, based on Management’s estimate of potential exposure and taking into account guidelines issued by the 
Government of India and the Reserve Bank of India. 

— provisions in respect of doubtful advances have been deducted from advances to the extent necessary and the excess has been included 
under “Other Lii^ilitics and Provisions". 

5. Fixed As.set$ 

(i) Fixed Assets have been accounted at their historical cost. 

(li) Depreciation has been provided on the diminishing balance method at the following rates per annum: 


Furniture and Fixtures 18.1% 

Computers 4(J% 

Electrical Fittings and Fixtures 33.33% 

Equipment 33.33% 

Vehicles 33.33% 

(iii) Certain fixed assets which were provided without charge to the Branch by Head Office are included in these accounts at nominal value 
for the purpose of control 

6. Staff Benefits 

Provision for gratuity is made on the basis of an actuarial valuation. Provision for pension benefits is.made on an accrual basis. Separate funds 

for gratuity and pension have been created 

7. Net Profit 

The net profit disclosed in the profit and loss account is after: 

(i) provision for taxes on income in accordance with statutory requirements. 

(ii) provisions for doubtful advances. 

As at March 31 st, 1994 the Indian Branches have changed the basis of presenting the asset value in respect of Commercial Paper and Certificates 
of Deposit disclosed under investment from gross basis to net of discount earned in advance consequently, the assets and liabilities are both 
reduced to the extent of Rs. 7,17,2I.322.(X) 

Previous year's figures have been regrouped and reclassified wherever necessary to make them comparable with current year's figures. 


As per our attached report of even dale 

For RAiESH RAJEEV & ASSOCIATES 

(Chartered Accountants 

Sd/- 

Chandrashekhar 

Partner 

Bombay 

Dated: May 31. 1994 


Signatuips to schedule nos. 1 to 17 
For SOCIBTE GENERALE 
Sd/- 

Sondra Martyres 
Asst. General Manager 


Sd/- 

M. Bfkoul 
General Manager 
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SOCIETE GENERALE 

niE FRENCH AND INTERNATIONAL BANK 
(Incorporated m France wtth Limited Uabilitv) 
INDIAN BRANCHES 


Auditors’ Report 

1 We have audited the attached Balance Sheet ot the Indian Branches of Societe Gcnerale (incorporated in France with 
limited liability) as on 31 st March, 1994 and also the annexed Profit and Loss Account for the year ended on that date 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with the provisions 
of sub-sections (1), (2) and (S) of Section 211 and sub-section (5) ot Section 227 ot the Companies Act, I9S6, the 
Balance Sheet and Profit and Loss Account arc not required to be and are not drawn up in accordance with 
Schedule VI to the Companies Act, 19S6 The Accounts are therefore, drawn up to conform with Forms A and B of 
the Third Schedule to the Banking Regulation Act, 1949 Subject to the foregoing observations, we report that in 
accordance with sub-section (3) ot Section 30 ot the Banking Regulation Act, 1949 

a) We have obtained all the intormation and explanations which to the best of our knowledge and belief were 
necessary tor the purpose of our audit and have found them to be satisfactory, 

b) The transactions of the Indian Branches which have come to our notice have been within the powers of the Indian 
Branches of the Bank, 

c) In our opinion, proper books of account, as required by law, have been kept by the Indian Branches of the Bank 
so far as appears from our examination ot those books, 

d) The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with books of 
account, 

e) In our opinion and to the best ot our information and according to the explanations given to us the said accounts 
give the information requited by the Companies Act, 1956 in the manner so required, for Banking companies and 
read together with the notes, give a true and fair view 

(i) In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as at 31 st March, 
1994 and 

(ii) In the case of the Profit and Loss Account, of the profit for the year ended on that date 

For RAJESH RAJEEV A ASSOCIATES 

Chartered Accountants 

Sd/- 

Chandrashekhar 

Partner 


Bombay 

Dated May 31 1994 
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Concerns of Intelligentsia in Pakistan 

Content Analysis of Newspapers 

Nadeem Ul Haque 
ArifSheUdi 

A (ontent analym i>l a sample of daily newspapers in Pakistan reveals that they devote extensive space to international 
news Domestic ness \ is usually entirely confined to the statements of politicians and political parties with very little space 
given to economic issue s or court proc eidings 


MODfcRN DAY society relics on the media, 
an important component«ol which arc 
newspapers, to disseminatir intorniation In 
order to perform this roIC well, the media has 
to be comprehensive in its coverage It has to 
inform the citi/enry in an efficient manner on 
the diverse matters that affect 'Pakistan’s 
society Modem scientiric, economic, and 
social development depends to a large extent 
on such a ditf^usion of knowledge by means 
of the media Such an argument i s often cited 
in support of the dnvc for mass literacy in 
many planning and intellectual circles 
Although the media comprises radio, 
television and newspapers, there arc two 
reasons why we have chosen to concentrate 
this study on newspapers only First like 
many other developing economies and 
emerging democracies like Pakistan the 
audio-visual media, radio and TV. is con 
trolled by the government Consequently, like 
most public sector owned enterprises, one 
uuinot take this section of the media to be 
operating according to well defined market 
t^naples Totheextentthatthcyarebcing run 
mnon-markethnes, market preferences cannot 
be deduced by means of a content analysis 
Secoi^d, all academic jobs as well as 
academicjoumalstoo.arcinthepublic sector 
Moreover, these journals tend to be very 
ipecialised and do not encourage academic 
tebate As a result, most Pakistani academics 
publish in newspapers and the tew monthly 
ind weekly maga/jnes Hie content analysis 
;specially of the editorial/opinion page, 
herefore, reflects, in some sense, theopinions 
if the intelligentsia The debates and opinions 
sxpressed on these pages are important to 
itudy as they eventually shape the country’s 
xilicy agenda Syllabi of elite training 
nstitutes such as the civil service academy 
,!» senior civil servants are trained 
Iraw upon ti .< ntings on the opinion pages 
>f newspapers The columnists and wnters of 
hese columns are all the main lecturers at 
iuch places It is. therefore important to 
Jeterminc the areas that this intellectual elite 
:onsiders worthy of attention 
This paper attempts to determine, albeit a 
ittie crudely the extent to which the news- 
>apers fulfil their role of an informant of 
iociety and a watchdog for the interests of the 
xople Forthispuiposeweattempttodevelop 
mme quantification of the coverage of 
tewspapers Such a quantification is an 
mportant source tor discovering, and 


informing the newspaper readership on, 
editorial preferences anddecisions Ifenough 
such information is made available perhaps 
the readers and cditonal interests will be 
better mediated It is therefore hoped th.it 
this line of research will be puisued by others 
and perhaps even on a aintinuous basis to 
keep everyone on their toes 
Unfortunately, because of the lack of 
resources, our research had to be quite 
restneted Wc were, however, able to cover 
SIX major newspapers, four English and two 
Urdu but weic unable to undertake a study of 
the newsmagazines For the selected papers 
wc covered only the more important sections 
such as the main headline, the opinion page 
the editorials md the letters to the editor Our 
simple analysis also overlooks another 
important dimension of understanding 
newspapers and their contents, that of the 
quality of the material presented For example, 
simple exercises such as the extent to which 
opinion IS well researched and the headline 
reflects fact and limits sensation, could be 
done In that sense the paper should be 
regarded as a pilot or an illustrative exercise 
It IS hoped that this would catalyse a larger 
research pioject that will refine some of the 
analysis presented, increase the coverage of 
the piint media, and adjust the quantification 
fur quality 

Our intention was to classify the news, 
opinion and analysis appeanng in newspapers 
into categories that are meaningful The 
primary intent of this research was to 
determine the priority that editors and opinion- 
wnters give to international versus domestic 
issues Furthermore, withindomesticissues, 
what weights do they lay on economic, social 
and court related issues 

Bearing these considerations m mind, we 
attempted a classification into five main 
categories international news, current 
political situation, social news, economic 
news, and court-related news International 
news repiesents views and events on issues 
such as Bosnia, Kashmir. Afghanistan, new 
world Older, central Asia, etc'All political 
statements and announcements of the 
politicians in the government as well as in the 
opposition including rallies and press 
conferences of all prominent political parties 
and leaders are classified in the category of 
political pronouncement The conjecture is 
that statements by these leaders are only 
made for the promotion of their own careers 


Within court decisions also, a distinction 
was made between those of an econormc and 
a political nature Since religion remains an 
important item for discussion in Pakistan, a 
classification for pieces that focused on 
religion was also maintained In ideal 
circumstances of well-funded research, 
perhaps all the sections of the newspaper 
woulci be classified on a daily basis in terms 
of the actual space that was devoted to each 
category Such a research would be able to 
develop many more categones and could 
even assign pieces to multiple categories 

Within these main categones we attempted 
some form of quality judgment In the social 
and economic categones we attempted to 
define three sub-classiftcations In the course 
of the analysis It appeared that there were too 
many pieces that were quite full of platitudes 
like ‘Pakistan as an Islamic State’, ‘declining 
moral values’, ‘corruption’, ‘lament on 
poverty or literacy’, ‘exhorting self reliance’, 
etc We termed such pieces ‘conventional 
wisdom/dogma' 

The quality pieces that we were looking for 
wereeitherinvestigau ve pieceson any current 
economic or social phenomenon, or an 
interesting facet of government policy or 
administration as it affected those areas, or 
analytical informative pieces in the economic 
and social areas Pieces that fell into this 
category were classified into a category 
termed as 'investigative or report of public 
complaint’ Consequently, a factual reporting 
of an event such as a seminar or a government 
policy announcement was term^ just that, 
‘Factual reporting of a significant event’ 

We have randomly selected about 156 
newspapers (from January to October 1992) 
for data collection As mentioned above, our 
analysis included four English newspapers 
(i e. The Nation, The News, Frontier Post, 
Dawn) and two Urdu newspapers (/ong and 
Nawa-i-Waqat)' The attempt was to draw 
randomly about 25 issues from each of these 
newspapers' from the 10-month penod, 
January to October 1992 Even for a limited 
exercise such as this the sampling ratio is not 
bad We were able to saiflple about 8 percent 
of the populanon which, by most standards, 
IS quite rearonable 

Becauseof resource ccHistraints.no attempt 
was made to cover the entire newspaper 
Instead four areas that are probably the most 
important in the paper were covered (i) the 
mam headline, that reports that which the 
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editor considers most important, (ii) the 
editoijals, which present the views of the 
editors on issues which the editor considers 
to be important, (iii) the opinum page which 
reflecu the views of the elite, columnists, 
thinkers and the well known, and (iv) letters 
to the editor which reflect the concerns of the 
ordmary reader We are thr^fore able to 
contrast the views of three important actors in 
this busuiess, theeditors, the intellectual elite 
and the ordmary reader 
The prmtedmatenal on the selected sections 
was nad and a classification determined 
Because of resource constraints, multiple or 
subsidiary classifications could not be done 
For the same reason, mulupleenunwrators to 
correct for enumerator bias also were not 
used For any one attempting to improve on 
diis work th^ would be important areas to 
concentrate resources into However, despite 
all these problems, the study provides an 
interesting first look at the content of our 
newspapers 

Main Headline 

The most important part of a newspaper 
IS the mam headline ll'e main headline is 
what IS printed m the boldest and largest 
letters It is what the street hawkers used 
to shout out in bygone days to attract 
buyers The achievement of a headline 
story remains the dream of many a reporter 
and the stuff of which many Humphrey 
Bogart, Jimmy Cagney and Edward 
Robinson films were made Headline and 
headline stones also reflect the preferences 
of editors and/or owners of newspapers 
and many an owner like the famous William 
Randolph Hearst used them to considerable 
political advantage Crusader editors have 
been known to use headlines for their 
favounte cause 

Unfortunately, third world governments 
have learnt this lesson well and have 
attempted directly as well as indirectly to 
control the headline in favour of the 
incumbent regime Editors are persuaded 
by many means, which include both the 
carrot and the stick to favour the incumbent 
for headline space 

Our analysis of the newspapers in Pakistan 
focused on the headline in view of its 
importance to public perceptions We ana^ 
lysed all the stories m the main headline and 
categorised them according to their content 
as discussed above Table 1 presents the 
results Evidence suggests that the editor’s 
favounte topics for headline news are inter 
national topics and political pronouncements 
of our politicians They devote roughly 35 
per cent of all headi me space to intemational 
events and some 33 per cent to political 
pronouncements (Table 1) Although data on 
newspapers from other countnes was not 
imm^ately available to us but our hypothesis 
would be that our newspapers are perhaps 
more international than they need to be 
Moreover, given the attention that political 


pronouncements receive, newspapers seem 
to be either under the influence of the 
government, or remain in anticipation ut 
some benefit from politicians Some tactual 
reporting of some social event or happening 
IS what can be termed the third favounte 
receiving about 27per cent ofthe total headline 
space However judging from the evidence 
of the content analysis, the economy or court- 
related stones are certainly not what headlines 
are made of in Pakistan 

As Tabic I shows, there IS a clear divide in 
the treatment of issues between English and 
Urdunewspapeis Perhaps in keeping with the 
desires of their Oxbndge educated and influ¬ 
enced audience, English newspapers devote a 
lot of their headline space to reporting inter¬ 
national events' of the total ^glish-news- 
paper headlines sampled about 52 per cent 
related to some international event incontrast, 
Urdu newspapers devoted only 19percentof 
their headline space to international news 

The largest category to which headline 
space was devoted in Urdu newspapers was 
‘political announcements' About42percenl 
of sampled headline space was given to the 
reporting of announcements, press con¬ 
ferences and such like of political figures 
from both sides of the spectrum' This was 
the second largest category for the English 
newspapers using up about 23 per cent of 
total headline space 

The next most important contender tor 
headlinespaceisthecat^ory of factual leporung 
of an event of a soaai or political character Hus 


isthesecond mostimportantcategoiythateditors 
of Urdu newspapers like to use for a headline 
About 33 per cent of headline space in Urdu 
newspapers is devoted to it English editon 
however are not so generous in their assessment 
of this category and give it only 21 per cent of 
their headline space For them this is third in 
imimrtance after international news and 
politicians’ aiuiouncemcnts 
Interestingly enough both economic 
matters and news related to court proceedings 
receive more attention in Urdu papers than 
English newspapers While Urdu newspapers 
devote about 3 per cent of their headline 
space to economic matters English news¬ 
papers allow only 2 per cent of their space to 
housedforeconomir affairs Similarly, Urdu 
newspapers and English newspapers devote 
3 per cent and about 1 percent respectively to 
court-related matters 
Perhaps reflecting the desires of their 
editors, there appears to be significant 
differences among individual newspapers 
For example Dawn seems to concentrate far 
more on international events, devoting some 
79 per cent of headline space to this category 
Of the English newspapers. The Nation 
devotes the least space to international events 
but gives the largest weight to political 
pronouncements The analysis also suggests 
that The Frontier Post devotes more headline 
space to economic news than all other news¬ 
papers The News gives court related news 
the most coverage outof English newspapers 
l^iiule the favounte subject of both Urdu 


Tasle I What the Front Page Headunc Covers 

(At per cent ttf all headlines sampled for the com rmed newspaper) 


Newspaper 

Inter 

Political 

Social 

Economic 

Court Proceeding 

(# Sampled 

nauo 

Announ 

Factual 

Invesii 

Factual 

Invcsli 

Poliii Economic/ 

in 1992) 

nal* 

cements or Cove 

gative or 

or Cove 

galivc or 

cal , Social 



—Both 

rage of 

aPepori 

rage of 

a Report 




Govern 

Signi 

of Public 

Signi 

of Public 




roentand 

ficant 

Cora 

ticanl 

Coin 




Oppo 

Evenr 

plainr* 

Event* 

plaint' 




sition'' 







The Newt (26) 

44 83 

2069 

31 03 

000 

000 

0(M) 

1 72 

1 72 

The Nation (27) 

3660 

3268 

27 45 

000 

I 96 

0(K) 

065 

065 

The Frontier 

Potr(25) 

43 40 

25 47 

25 47 

000 

4 72 

000 

0 94 

000 

The Dawn (26) 

78 57 

12 86 

7 14 

000 

071 

000 

0 71 

000 

Nawa 1 Waqat 

(25) 

29 72 

40 57 

23.58 

047 

3 77 

0 47 

142 

000 

Jung (26) 

10 34 

42 53 

41 00 

000 

1 53 

0 38 

3 45 

0 77 

English news 

p^rs(l04) 

52 08 

23 41 

21 23 

000 

1 97 

0(K) 

0 88 

044 

Urdu news 

papers (51) 

19 03 

4165 

31 19 

021 

2 54 

042 

254 

0 42 

All news 

papers (ISS) 

35 27 

3269 

27 31 

Oil 

2 26 

0 22 

1 72 

3 43 


Notes a Intemational issues sucR as reports on Bosnia India Kashmir etc 

b Gratuitous publicity for politicians This would include press conferences rallies and 
announcements of the pnme minister president PCA NDA MOM PPP etc 
c Coverage of an social event—enmes functions com’muniiy related events—because of ibe 
importance of the event and not because a pohitcian graced the occasion 
d Investigation of enmes government misdemeanours or reports of causes of various social 
phenomenon or complaints of citizens 

e Factual piece reporting govemmeni figures without much analysis eg report of the annual 
budget 

f Report of on analysis of economic policy or an economic phenomenon or event 
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newspapers is political prumHintemenis the 
sccandfQvountctopiLtor/Vmvn i IVot^/appcars 
to be intemation^ news whi'e for Jang it is 
social events Interestingly m the weighting 
scheme of Vawa t-Waqat, economic matters 
receive a higher pnonty, in that ot long couit 
proceedings receive more attention 

boiroRiAis 

The editonals convey more directly than 
any other segment ol the new spaper the views 
of the editor The editonals are supposed to 
be directly written by the editor on subjee ts of 
hischoice Though based on fact, the editonal 
IS not supposed to be factqal and informative 
By intention, they represent the views and 
opinions of the editor Editors use the 
editonals tor issues of common weal and 
public interest By means of cdiiotialising, 
the editor attempts to influence public both 
opinion and policy The subjei ts that editors 
pick for editonals, therefore reflect very 
clearly the oneniation ot the newspaper 

Table 2 [Resents the results of the content 
analysis of the editonals tor the four major 
English newspapers and two Urdu newspapers 
Interestingly enough, as in the main neadline, 
the favounte topic ot editors ot English news¬ 
papers and the second most frequent topic for 
editonals in Urdu newspapers is intanabonal 
events Court-related matters continue to the 
least topic ot interest for editonals 

In all about third of all editonals are wntten 
on international news English newspapers 
ate devoting about 32 per cent of their 
editonals to international events while Urdu 
newspapers commit 24 per cent to this 
category Surpnsingly, while Fhe Frontier 
Post was devoting the least amount of headline 
space to international events it takes the lead 


in terms ol editorials on international news 
bor Urdu newspapers the category of ton 
ventional wisdom or dogma is the most 
im|>ort.int category for which editonals are 
wntten IndeedthisisthesecondmostimpcHtam 
category tor all newspapers with about 21 per 
cent of all samples newspaper editonals being 
devoted to it Among the Urdu newspapers, 
yonggives the highest weighiagetoeditonalising 
on subjecLsthai canbemterpretedasconvennonal 
wisdom However even in this category, the 
received wisilom in economics receives less 
aiteniion than in the social area 
Ihe current political situation is 
surprisingly the subject of only 8 per cent ot 
all editonals The Frontier Post and The 
A'n/ioflwntethe most editonalsonthecurrent 
political situation About 13 per cent ot each 
of their editonals are written on this subject 
Public complaintsorinvestigationsof some 
social or economic phenomenon arc also 
madcsubjectsofeditonals Urdu newspapers 
are more com emed about social events whi le 
the English editorials are treating more 
economic complaints and investigations 
While religion appears to be editonalised 
about 4 per cent of the time, Nawa i Waqat 
takes It up as an editonal subject more often than 
Jang AmongEnglishncwspapers.7'/«'/'ra«/ttr 
Post IS wnting most editonals concerning 
religion Perhaps a fairconjectuic would be that 
thcA/avici I editonals are probably more 

pro islamisation, while The Frontier Pott 
represenus the opposing viewpoint 

I in- Opinion Paoi 

In many ways the opinion page is the most 
intcrcstingaspectofanewspaper Theopinion 
page represents informed opinion on 
imponant subjects This is an area which 


allows ncws|)apcrs to move away from the 
daily grind to strike a chord on longer term 
issues The opinion page is occupied mostly 
by the glitterati well known people from all 
waiksof life including famous columnists In 
that sense, the opinion page represents the 
views ot theclitcof its audience Newspapers 
seek to distinguish themselves by means ot 
their opinion pages 

Of course the editor chooses what to put 
on the opinion page The editor, therefore 
has the final choice of the themes on the 
opinion page Thus, this page reveals 
information on the themes that are important 
to the informed readership of the'concemed 
paper as well as the editor 

Theopinion pages in Pakistani newspapers 
appear to c oncentrate on international events 
and on delivering homilies on platitudes or 
what we term as conventional wisdom/dogma 
(Table 3) As before, opinion pnees in English 
newspapers concentrateon international news 
while Urdu newspapers are more ‘preachy’ 
Among Ihe English newspapers. Dawn and 
Tht News carry more artic les on international 
events than others while among Urdu papers, 
Jang likes to preach more 

Within the categbry of conventional 
wisdom/dogma all newspapers favour social 
and political themes more than economic 
Economic issues in general, receive little 
attention The Frontiei Post and The Nation 
devote the largest space to economic issues 
on the opinion page The Frontier Post leads 
in carrying more analytical and mveshgauve 
pieces on economic issues on the opinion page 
Most newspapers, however, are disappoinbng 
when It comes to their economic coverage * 

For both Urdu and English newspapers, 
religious themes tend to be more important 


Tabii- 2 Editorials and Thur Content 1992 

(Mr per tent of loial coverage on ihit page) 


Social Fconomic Court Proceeding 


Newspaper 

(« Sampled in 1992) 

Inter 

hational* 

Current 

Political 

Situation'' 

Religion 

Conven 

tional 

Wisdom/ 

Dogma' 

Factual or 
Coveiage 
of Signiti 
cant Event 

Invesiiga 
tive or a 
Report of 
Public 
Complainr' 

Conven 

lional 

Wisdom/ 

Dogma* 

Factual or 
Coverage 
ot Signifl 
cam Event* 

Invesuga 
live or a* • 
Report of 
Public 
Complaint' 

Political 

Economic/ 

Social 

The News (26) 

2)08 

5 75 

000 

25 08 

28 21 

2 56 

5 15 

10 26 

000 

256 

000 

The Nation (27) 

3095 

13 10 

2 38 

il 90 

9 52 

1 19 

17 86 

4 76 

8 35 

0(X) 

000 

The Frontier 

Post (IS) 

)«I47 

13 16 

II 84 

9 21 

7 89 

7 89 

7 52 

263 

6 58 

0(X) 

000 

The Dawn (26) 

)4 

0 

2 

20 

16 

8 

4 

8 

8 

0 

0 

Nawa / Wagat (1^) 

28 57 

5 88 

5 04 

2017 

4 20 

1261 

11 76 

5 56 

7 56 

000 

084 

Jitng(2S) 

English 

newspapers (104) 

20 18 

II 01 

2 75 

59 45 

15 76 

275 

5 67 

5 67 

000 

1 83 

092 

31 88 

7 85 

406 

16 05 

1541 

491 

708 

641 

5 75 

064 

000 

Urdu 

newspapers (51) 

24)8 

8 45 

5 90 

29 81 

8 98 

7 68 

7 72 

5 52 

3 78 

092 

088 

All newspapers (I5S) 

29 )8 

8 05 

400 

2065 

1)26 

5 85 

7 29 

545 

508 

013 

029 

NoI€s 8 International issues such as reports on Bosnia Inc^ Kashmir etc 

b Coverage of recent political events such as (he Smd situation announcements of the prime minister president, PDA. NDA, MOM. PPP, etc 


c Coverage of an social event—enmes functions communiiy related events—because of the importance oftbeevent and not because a politician 
graced the occasion 

d Investigation of ennies government misdemeanours or reports of causes of vanous social phenomenon, or complaints of ciuzens 
e FKlual piece reporting government figures without much analysis e g, report of the annual budget 
f Report of an analysis of economic policy or an economic phenomenon or event 

g As the name suggests articlesaffirmingcertainplaiitudeslhatarehelddearinoursociety In the sociid areas, these would be ones that continue to 
decry our declining values or corruption in our society and role of the army or how we should become better Muslims In ecafioinics,aiticles that 
continue to issue clarion calls for self reliance reduction of poverty etc without any concrete analysis are included in thu caiegoiy 




than tne current politicni siUiatiun There » 
hardly any comment on the opinion pages on 
couit decisions or court proceedings to the 
extent that the matter is not suh judtee 

Lerreas ro the Editor 

‘Letters to the Editor’ section of a news 
paperis theopimon pageof the ordinary reader 
These are wntten by the little people who are not 
known and who have a viewpoint but do not 
wish to wntetengthypieces toairtheir viewpoint 


Hie views range from grandiose thoughtsabout 
the destiny of the country to com(daints about 
the every day problems of the ordinary people 
For example all of us aic tamiliai with the 
pereniual plea in the letters to the editor section 
on government ovcrbilling for services such as 
electncity or telephone Or the pleas for post 
poncment of examinations Given the lack ot an 
elhcient system ot justice and the consequent 
reiiam eon bureaucratic arbiuanness tor redress 
wntinga letterto the editor remains an important 


means tor attempting to sed( justice As a result 
It would be an important area tor future 
research lostudy this section of the newspaper 
in some detail For example the editonal 
scic'ction proccsscould be studicdorthc follow¬ 
up it any could be investigated The attitudes 
ot the bureaucracy to the complaints that are 
voiced by this means should be examined 
Despite the editonal selecbon that takes 
place in determining what gets pnmed in this 
column this section perhaps reflects best the 


Tabii- 1 OriNioN Paof 

(Aiptrt ent oj total newt on the page) 
Socnl hcMomic Court Proceeding" 


Newspaper 

(# Sampled in 1992) 

Inter 

national' 

Current 

Political 

Situation*' 

Religion 

Conven 

iiunal 

Wisdom/ 

IXigma' 

Factual or 
Coverage 
of Signifi 
c int fvent 

investiga 
live or a 
Report of 
Public 
Complaint'' 

Conven 

iional 

Wisdom/ 

Dogma* 

Factual or 
Coverage 
of Signifi 
cant Event 

Investiga 
live or a 
Report ol 
Public 
Complaint* 

Political 

Economic/ 

Social 

The News (26) 

43 18 

227 

4 55 

22 73 

21 59 

000 

1 II 

2 27 

2 27 

000 

000 

The Nation (27) 

The Frontier 

28 57 

612 

6 12 

23 47 

8 16 

7 14 

X 16 

306 

9 18 

000 

000 

PosHTS) 

35 06 

3 90 

14 29 

16 88 

909 

7 79 

1 30 

000 

11 69 

000 

000 

The Dawn (26) 

41 77 

6 33 

10 13 

20 25 

II 39 

5 06 

1 27 

I 27 

1 27 

000 

1 27 

Nawa / Waqat (25) 

2162 

6 76 

8 M 

51 35 

541 

2 70 

1 35 

1 35 

1 35 

000 

000 

Jung (26) 

English 

15 38 

3 08 

5 38 

63 08 

3 85 

231 

3 85 

2 31 

0 77 

000 

000 

newspapers (104) 
Urdu 

37 15 

466 

8 77 

20 83 

12 56 

5 00 

2 97 

1 65 

6 10 

000 

0 32 

iKwspapers(SI) 

18 50 

4 92 

6 75 

57 21 

4 63 

251 

260 

1 83 

I 06 

000 

000 

All newspapers (153) 

27 83 

4 79 

7 76 

39 02 

8 59 

3 75 

2 78 

1 74 

3 58 

000 

016 


Notes a intemanonal issues such as reports on Bosnia India Kashmir etc 

b Coverage of recent poliucal events such as the Sind situation announcements of the pnmr minister president PDA NOA MOM PPP etc 
c Coverage of an social event—climes functions communiiv related events because of the importance of the event and not because a politician 
graced the oc asion 

d Investigation ofenmes, government misdemeanour^ or reports of causes of various social phenomenon or complaints of citirens 
e Factual piece reporting government figures without much analysis e g report of the annual budget 
f Report of an analysis of economic policy or an economic phenomenon or event 

g As the name suggests, articles affirming certain pfaniudes that are held dear in our society In the social areas these would be ones ihat continue 
to decry our declining values or corruption in our society and role of the army or how we should become better Muslims In economics,afticles 
that conlinu'' to issue clanon calls for self reliance reduction of poverty etc without any concrete analysis are included in this category 

Tablf 4 Anai ssis or Lfttfrs to Editor Columns 

(At percent of the total number of letters sampled) 


Social _ _ Economic C ourt Proceedin g 


Newspaper 

(# Sampled m 1992) 

Inter 

national 

(Current 

Polmcal 

Situation'' 

Religion 

Conven 

ttonal 

Wisdom/ 

Dogma* 

factual or 
Coverage 
of Signifi 
cant Fvenr 

Investiga 
tive or a 
Report of 
Public 
Complainr' 

Conven 

Iional 

Wisdom/ 

Dogma* 

Factual or 
Coverage 
of Signifi 
cant Event* 

Investiga 
tive or a 
Report of 
Public 
Complaint' 

Political/ 

Election 

Economic/ 

Social 

Tthe News (26) 

7 38 

I 64 

984 

31 15 

27 05 

13 93 

3 28 

4 10 

0 82 

000 

0 82 

The Nation (27) 

The Frontier 

3 28 

164 

6 56 

38 52 

1066 

22 13 

7 38 

3 28 

5 74 

000 

082 

Post (2^) 

10 78 

3 92 

490 

26 47 

II 76 

24 51 

2 94 

1 96 

12 75 

0 00 

000 

The Dawn (26) 

6 59 

240 

5 39 

31 74 

15 57 

17 96 

10 78 

5 99 

3 59 

000 

000 

Nawa-J-Waqai (25) 
English 

newspapers (104) 
Urdu 

1 27 

000 

6 33 

43 04 

1266 

16 46 

3 80 

2 53 

1392 

000 

000 

7 01 

2 40 

6 67 

3197 

16 26 

19 63 

609 

3 83 

5 72 

000 

041 

newspapers (SI) 

1 27 

000 

6 33 

43 04 

1266 

1646 

3 80 

2 53 

13 92 

000 

000 

All newspapers (155) 

5 86 

192 

660 

34 18 

15 54 

1900 

5 63 

3 57 

7 36 

000 

0 33 


Notes a International issues such as reports on Bosnia India Kashmir etc 

b Coverage of recent political events such as the Sind situation announcements of the prime minister president PDA NOA MOM PPP etc 
c Coverage of an social event—crimes functions community related events—because of ihe importance of ihp event and not because a politician ^ 
grated the occasion 

d Invesugaoott o' nines government misdemeanours or reports of causes of vanous social phenomenon or complaints of citizens ^ 

e Factual piece let^rting government figures without much analysis e g report of the annual budget ^ 

f Report of an analysis of economic policy 

g As the name suggests articles affirming certain platitudes that are held dear in our society In the social areas these would be ones that continue > 
to decry our dectuung values or corruption in our society and role of the army or how wc should become better Muslims In economics articles ^ 
that continue to issue clanon calls for self-reliance reduction of poverty etc without any concrete analysis are included m this i aiegory , 
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concerns of the ordinary reader. In that sense, 
conte^tt analysts of this section should provide 
an interesting contrast to the opinion page 
which the intellectual, social and economic 
elite dominates and the editorial page which 
is purely at the discretion ot the editor Such 
a comparison would serve to illustrate how 
well the editors are complying to the need of 
their readership. Table 4 prc.sents the rc.sults 
of the content analysis. Results ot only five 
newspapers arc presented in this table since 
Jang does not have a letters section. 

llie rc.sults show that the wnters ot these 
letters do not share the internationalist 
perspective of editors ai\d their clue clientele. 
Only about 6 percent of all the letters covered 
in our total sample from all newspapers are 
related to some international event. Of these 
the English letter-wnters tend to have a more 
internationalist perspective than Urdu wnters. 
International perspectives constitute about 7 
per cent of all English letters and only about 
1 per cent of all Urdu letters. 

Table 4 suggests that the letter writers in 
Pakistan are quite fond of pontification. About 
34 per cent of all letters, 43 per cent of Urdu 
letters, and 32 per cent of English letters, are 
focusing on some platitude which is what we 
call conventional wisdom or dogma. Much 
of this pontirication is of a socio-political 
nature. I^nomic pontification constitutes only 
about 6 per cent of all letters, 4 per cent of Urdu 
letters, and 6 per cent of English letters. 

Another interesting contrast with the other 
sections is that letter-writers exhibit greater 
concern tor .social, political and economic 
ills. About 26 per cent of all letters are con¬ 
cerned with analysing an issue of a, or present¬ 
ing a complaint of. a stKial, political and 
economic nature. Interestingly enough, Urdu 
writers show more concern with such issues: 
about 22 per cent of English writers and about 
27 percent ot Urdu wnters are concerned with 
social, political and economic issues. 
njTthermore, Urdu wnters are more concerned 
with economic issues or complaints since 14 
per cent of their letters are concerned with 
economic issues whereas only the comparable 
figureforEngbsh newspapers isonlybper cent. 

An element of editorial discretion is also 
worth commenting on. It seems that The 
Frontier Post is a newspaper that clearly 
appears to favour the publication of letters 
that relate to investigating, analysing, or 
complaining about an economic, social or 
political issues. Dawn appears to favour 
economic pontification while the Nawa-i- 
Waqat appears to have a strong bias for 
publishing letters related to the complaints 
of, or analytical issues relati ng to the economy. 

Our simple content analysts has yieldi^ 
some interesting conclusions: (a) Newspaper 
editors as well as elite columnists and opinion 
page writers are very internationalist in their 
perspectives. It would be interesting to make 
an international comparison to see if our 
hypothesis is borne out that we devote an 
inordinately large amount of newspaper space 
to international issues. 

(b)Theeasiest approach tojoumalismappeais 


lobetofoilowpoliticians forstatements. A large 
fractionofthe newspaper space is madeavailable 
to be political newsmakers and their various 
press conferences and rallies. 

(c) Opinion seems to be quite cliche-ridden 
with very little informative or analytical 
content Most of the wnters in the country 
appear to be comfortable in their notions. 
Tliere is little that is written that challenges 
the priors of society. 

(d) Very little attention is paid to economic 
issues or court related proceedings. Hardly 
any reporting of these serious issues in the main 
pages takes place. Some newspapers have 
business pages and even a weekly legal page. 
However, given the gravity of economic and 
judicial matters, there is no reason to not give 
thcmalargerspacetotheminthemorcimpoitant 
areas of the paper that we have analysed. 

(e) Hardly any analytical or investigative 
work is printed. Issues of public concern or 
public maladministration do not receive the 
attention that they merit. 

(0 As cvidenc^ by the letters to editor, it 
would seem that the ordinary reading public 
do not share the views of the editors. Very 
little IS written on international matters and 
on politicians. The people appear to be more 
concerned with (a) ainng their views, and (b) 
voicing their complaints in the vain hope that 
they will be heard. 

Why is it that the newspapers in Pakistan 
reflect these biases that alienate them from 
theirreaders? Certainly, they are not irrational 
and are responding to certain incentives. 
Three hypotheses can be suggested as possible 
explanations: 

(a) Perhaps the easiest course is to print 
international wire services and politicians’ 
statements. 

(b) It is more proHtable to print this 
innocuous international material and that 
related to press conferences and rallies of 
politicians. The bulk of the advertisement is 
that of the government as well as the bulk of 
the subscription. Moreover, most economic 
favours such as plot licences and preferential 
credit are also doled out by the government. 
Ilius, why reflect socio-economic concerns 
and perhaps incur the wrath of the most 
important patron. 

(c) The old McCaulay tradition of creating 
men of letters of us colonial gentlemen, has 
left a deep-rooted mark on the Pakistani 
intellectual. These intellectuals are now more 
internationalist in perspective. Their love for 
the aesthetic and the more poetic makes them 
romantic and fond of tniisms. Cotainly^as a 
society, we have placed no premium on the 
develc^ment ofanalytical orinve^gativeskills. 
Consequently, it is notsuiprising that newspapers 
in Pakistan do not reflect any such skill. 

Unfortunately, because of lack of resources 
our research h^ to be quite restricted. We 
were, howevqf, .able to cover the major 
newspapers—six in al^^r English and two 
Urdu—but did not undenake to study any of 
the news magazines. For the selected papers 
we covered only the more important sections 
such as the main headline, the opinion page. 


the editorials and the letters to the editor. Our 
simple analysis also overlooks another 
important dimertsion of understanding 
newspapers and their contents, that of the 
quality of the material presented. Forexample, 
simple exercises such as the extent to which 
opinion is well researched and the headline 
reflects fact and limits sensation, could be done. 
In that sense, the paper should be regarded as a 
pilot or an illustrative exercise. It is hoped that 
this would catalyse a larger research project that 
will refine some the analysis present^, increase 
the coverage of the prim m^a, and adjust the 
quantification for quality. 

We have been able to develop a simple but 
meaningful classification for categorising 
news, opinion and analysis appearing in 
newspapers. In ideal circumstances of a well 
fundi^ research, perhaps all the sections of 
the newspaper would be classified on a daily 
basis in terms of the actual space that was 
devoted to each category. Such a research 
would be able to develop many more 
categories and could even assign pieces to 
multiple categories. The data base that would 
be developed in this manner would with the 
help of personal computers and sophisticates 
statistical packages allow many into^esting 
trends in newspapers to be analysed. 

Perhaps if someone is able to develop this 
database on a continuing basis we could play 
watchdog on the newspapers in Pakistan. 
Maybe by exercises such as this, it will be 
possible to reorient the journalistic 
community from their currently excessively 
global or internationalist perspective to a 
keener interest for domestic concerns. In the 
same manner, such quanti fication might help 
to show that hard information, evidence and 
analysis of society and its problems is needed 
for developing ideas for social change. In that 
sense, opinion and cliche cannot be expected 
to substitute for hard work. 

Notes 

1 Even in this relatively frugal study, we have 
covered all the major newspapers. Dawn is the 
largest circulating English daily in Pakistan, 
while Jang is the largest ciKulating Urdu dai¬ 
ly. Between Jang and Nawa-i- Waqat, we have 
captured probably the overwhelming majonty 
of the Urdu readership. Similarly, the four 
English papen that we study are the most 
widely r^ in the country. 

2 Foreign policy issues and external events play 
on important role in Pakistani politics. Zulnqar 
Ali Bhutto’s tenure as foreign minister, his 
policy on China and performance at the UN 
were all important factors in giving him stanire 
eventually providing him with die leadership 
of the country 

3 Traditional and feudal politicians, therefore 
have to do nothing to earn a headline. This may 
be an important factor m arresting political 
development in Pakistan: If headline space is 
distnbdtedaccording to lineage and traditional 
poliucal standing, die induction of fresh blood 
mio politics becomes more rUfficult. 

4 Some newspapers have special pages devoted 
to economic and legal issues. However, there 
are grounds for expectiiy that prime space, 
such as that on editorial and opinion pages, 
should also be allocated u> there issues. 
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DISCUSSION 


IVaditional Science and Technology 

Learning from Legacy 

L Kannan 


N VENUGOPAL RAO’s critique of the 
Traditions) Sciences Congress ('Learning 
firomaLegacy: How and What?'. February S) 
is disappointing, not sd much because the 
event is beyond criticism, but because he 
does such an inadequate job of it. It is 
typical of the effete intellectual reflex to 
look at everything through archaic 
doctrinaire goggles, that it precludes any 
meaningful debate. Nevertheless, it must 
be clarified at the outset that the choice of 
theterm ‘traditional’, ratherthan ‘people’s’, 
IS deliberate. It is meant to assert the validity 
of the epistemology that evolved 
independent of the modern western 
metaphysical paradigm. On the other hand, 
what passes for ’people’s science’ is often a 
condescending exercise to mi<ke modem 
science intelligible to ignorant masses vyho 
are otherwise thought to be wallowing in 
millennia-old superstitions. Theonlyoutcome 
of such a people’s science is to replace une 
priesthood with another. Contrary to what 
Rao contends, it is only by a re-assertion of 
tradition that one can bn^ the hegemony 
of value-loaded modem S and T. Talk of S 
and T in modem India has remained nothing 
but an attempt at cultural terrorism aimed at 
bamboozling the public with feigned 
omniscience It declares as inadmissible the 
jpinion of anybody other than ’experts’, 
while the ruling elite goes about perpetrating 
holocausts like the ^een revolution, nuclear 
projects and mega-dams. It usurps the right 
to re-fashion society for ‘public .good’, 
cowing down dissent with dire warnings 
about ‘scientiflc temper’. An example of 
such epistemic hooliganism (that is so 
rampant in intellectual slums) is found in 
anodier article in the same issue of EPW on 
the banning of animal-slaughter. While 
welcoming the ban, the author bemoans that 
it was done on the initiative of ’rabid 
Ahimsa—advocacy by Jains-’’, not on ’solid 
scientific and ethical’ grounds. 

Rao’s carping about the definition of 
tradition is juvenile. The act of defining can 
only be undertaken as a post-mortem: not on 
something living and dynamic. Leave alone 
tradition, Paul Peyerabend (in ‘Against 
Method’) has pointed out the absurdity of 
trying to deftneeventheoft-invoked ’modem 
scientific method’. Rao however betrays a 


gross lack of understanding not only about 
traditions, but also about the way modem S 
andT works Pur instance, his paranoia about 
science getting 'tainted with religious 
overtones’ at the Congress is amusing, to say 
the least. One has only to read Newton's 
Pnncipia to know the theological under¬ 
pinnings of his work. Kepler's intuition could 
not have flowered but for his unshakeable 
faith in astrology and the occult powers of 
geometrical shi,ape.s In more recent times, 
Einstein turned his back on mounting 
scientific evidence to declare, “God does not 
play dice" He also insisted that science 
without religion is blind, and religion without 
science is lame Science has always been 
'tainted',* often contributing to its creative 
teimenl. If the ilk of Rao had insisted that 
practising, creative scientists should justify 
ihem.selves by 'aiming at the positive aspects 
only’, or by listing out the 'negative 
dimensions’ of their endeavours, science 
would never have got off the ground. In fact, 
all this antiseptic talk about exorcising religion 
from science is hogwash, propounded by 
bandicoots in scientiflc bureaucracies and by 
technocrats—not by those who ‘do’ .science. 
The success of such a strategy of self- 
aggrandisement has been such that today the 
compulsions of realpoliiik have forced 
religions to taint themselves in scientific 
overtones. C V Seshadri, incidentally, is in 
the illustrious company of the likes of 
Pythagoras and Ramanujan when he 
associates numbers with mystic concepts. 

The opinion of Tapan Ray Chaudhuri 
(which Rao accepts as the gospel-truth)— 
about the position of an artisan in traditional 
Indian society—is a dogma thM is as 
unsubstantiated by historical evidence as any 
other. For instance, the fact that a handloom 
weaver continues to play a socially and 
economically useful function after more than 
5,000 years of his existence is a tribute to 
his creativity and entrepreneurship. Only 
someone whose mind is sick enyugh to judge 
a traditional artisan on the basis of fickle 
stock market bacchanalia will be blind to 
such unparalleled resilience. It is not 
surprising that Dharampal, who transcended 
such sterile interpretations of history with 
seminal contributions as early as 1971, should 
be the object of ‘extravagant respect' at the 


rongre.ss. His opinion on the Babri masjid, 
il expressed elsewhere, is irrelevant to the 
context o^ the Congress. Would Rao 
similarly assess the value of the Theory of 
Relativity in terms of its propounder’s 
Semitic-Hindutva convictions? Einstein 
was a Zionist—a term equated until recently 
by the UN with racism. In this respect 
Einstein may be considered kindred to 
Murali Manohar Joshi, a professor of 
physics, who is today a flag-bearer of the 
Hindutva ideology! 

Instead of resorting to the comfortable 
tokenism of ‘accommodating major, minor 
and local' traditions as Rao recommends, the 
Congress went about the affair in the spirit 
of Deng Xiao Ping’s dictum, “How does it 
matter whether the cat is black or while, so 
long as It catches miceT’ It was left to armchair 
intellectuals to compute inanities like the 
‘percentage of representation to (^tab Minar 
in the conference’. 

What the Congress has hightighled is that 
it is relatively easy to establish the value of 
specific scientific and technological 
traditions. The discourse noW needs to be 
carried forward to address larger questions 
like the reorganisation of society arid polity. 
However, any fresh possibilities will 
foreclosed by demanding that rihlal obeisttice 
be paid to dark shibboleths like ‘caste- 
oppression’, ‘women’s exploitation’, ‘land- 
ownership’ and ‘inequality’.Totake just one 
example of such colonial voodoos that fly 
in the face of tacts, it is obvious that the 
participation of women in traditional 
technologies is far greater (and on a vastly 
more ’equal’ footing)thanthatintheirmodem 
counterparts. But adebate on this will remain 
superficial unless the very notion of ‘equality’ 
is scrutinised. The naive western view of 
society as a race-track for a rat-race leads to 
futile efforts to get everybody at the same 
starting line. Eastern societies, on the other 
hand, were organised more like a volley¬ 
ball team where the playo's occupied different 
positions, but sought to complement each 
other harmoniously in tandem action. This 
IS the essence of‘s wadharma’, meaning, that 
which flows from ‘swabhava’, one’s innate 
physical and. psychological characteristics, 
not mete birth—that Chaudhun and Rao seek 
to cmdeb malign. Unfortunately, a slavish 
adherence to alien ideological baggage by 
our intedectuals has left the field open to 
hijacking'by’the very forces of Hindutva that 
Rao is so anxious to avoid. 

Insistence on preserving the form of a 
borrowed scientific spint has atrophied Indim 
crealivitv. In fact, while talk of ‘scientific- 
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temper' and ‘populansation of scicntitic- 
outlo«ik through literacy* has increased in 
post-indcpendence India, productivity in 
modem science was decidedly superior pnor 
to that (Bose, Raman and Saha, to name a 
few) Today we unabashedly import 
technology to make aerated water and potato 
chips rhus, an objective examination of the 
facts constrains us to scientitically conclude 
that there is an inverse correlation between 
scientific-temper and scicntilic-creativity 
Niels Bohi, who earned a yin yang symbol 
in his coat oi arms, was tnnd ot undcisconng 
the need for an undogmatic approach to 
science His favourite anecdote was about a 
fellow scientist who kept a horse shoe, 
considered a good-luck charm by the 
‘unscienUtic’, in his laboratory On being 
questioned about his belief in such a 
superstition, the scientist replied unfa/ed, "I 
am told It works even it I don’t believe, in 
It” Bohr went on to insist that while the 
opposite of a correct statement is a false 
statement, the opposite ot a protound truth 
IS often another protound truth Thus it is 
that whereas modern science considers the 
heart muscles to be involuntary, yogis 
routinely stop then heart-beats tor long 
periods Saying with Mao, ‘Let a thousand 
flowers bloom, let a thousand schools of 
thought contend", China has guiltlessly 
used acupuncture side by side with modem 
medicine Japan’s progress is an instance 
of combining wcsiein science with a Zen 
world-view It is remarkable that since 
eastern philosophy is inward-looking it 
does not clash with any scientific 
paradigm—in contrast with western 
religion that collapses whenever an 
experiment is performed No wonder, 
there has been no Galileo in the Indian 
context In fact, today’s dogma of science 
IS a mere caricature of the atheistic and 
atomistic Samkhya philosophy, which in 
turn IS only one ot the ‘shad-darshanas’ 
(six schools ot Indian philosophy) 

The enfeebling of creativity by the 
hegemonistic sway ot science-dogma is 
palpable India's scientific enterprise does 
not even have the robustness of the Indian 
film industry or Indian classical music 
Tied to the apronstrings of western science, 
our scientists arc reduced to writing 
footnotes in journals ot international 
repute’ Wilting under increasing 
challenges, their response has been more 
pathetic than that of Doordarshan to 
satellite TV It religion was the opium of 
the masses, science has become ihe LSD 
of today’s moribund intellectuals The 
pitfalls of then rcstnciive dogma are similar 
to what happened in Stalin’s Soviet Russia 
when a wrong economic theory (Marxism) 


» I ’ 

was elevated to th« level of a phifi^phy of* 
science We are in for a debilitating 
denouement of Lysenkoism 
It IS perhaps too much to expect our 
modernists to snap out of theirpetnfiedtime- 
warp at this late hour It is likely that their 
past ‘karma’ has condemned them to eternal 
citizenship of that intellectual underworld 
which Peter Medawar calls 'Pluto's 
Republic’ 

Note 

* While LcibniU spent much of his time in 
political wheeling dealing, Cauchy was a 
royalist at the time of the revolution who 
diligently converted people to the Roman 
CaUiolic faith Lavoisier was sent to the 
guillotine tor oppressing people as a lax 
collector Stark and Leonard (Nobel 
physicists) were rabidly anti Jewish 
Teichmuller, after whom a whole area of 
research in complex variables is named, 
was an ardent Nazi, while Pascual Jordan, 
one of the fathers of quantum mechanics, 
was a Nazi sympathiser Heisenberg 
adopted a neutral position in Hitler s 
Germany, and participated in the 
(unsuccessful) German nuclear bomb 


project Hamilton was a student cd'SanskrtL 
with a deep interest in Indian philosophy, 
and Schrodinger was a keen student of the 
Upanishads, which he believed were 
consistent with quantum mechanics 
Sakata, whose research pre-dated 
Gelman’s work on the Quark-model, 
claimed that his physics was guided by 
dialectic materialism Ramanujan wasi 
convinced that the goddess of Namakkall 
gave him mathematical theorems in his 
dreams Brian Josephson, whp did his 
Nobel prize winning work on the 
Josephson Junction in his 20s, is now an 
ardent follower of Maharishi Mahesh 
Yogi s school of Transcendental 
Meditation In our own time, the Russian 
mathematician Shafaravich, considered the 
greatest number theorist today, is 
propounding anti-Jewish, anti western 
rhetoric, espousing a return to what he 
calls ‘Russian values’ in the post- 
Gorbachev era 

Froman, a researcher into the cultural 
context which led to the flowering of 
revolutions in physics (namely, relativity 
and quantum mechanics) has come to the 
conclusion that the translation of eastern 
religious texts intoGerman led to dramatic 
consequences 


SICOM 


STATE Industrial and Investment 
Corporation of Maharashtra (SICOM) has 
achieved a record performance in 1991-94 
in terms of sanctions of term loans and 
participation in equity of medium- and large- 
scale units in the assisted sector as well as 
disbursements and recovery It sanctioned 
Rs 280 7 crore by way of term loans, direct 
subscription, underwriting support and 
leasing assistance which is an increase of 
37 per cent over the previous year Further, 
the total recovery of pnncipal and interest 
during the year was 18 per cent higher at 
Rs 122 S crore Short-term loans and bridge 
loans sanctioned by it touched Rs 68 2 
crore and the recovery of principal and 
interest in respect of these loans was 
Rs 60 5 crore 

SICOM received commitments from the 
entrepreneurs to set up 369 new medium- 
and large-scale industrial projects involving 
an aggregate capital investment of Rs 3,733 
crore Among these is a Rs 61S crore 
project tor tractors at Sanaswadi in Pune, 
a Rs 67 crore automobile components 
project at Bhosan near Pune, a Rs 35 crore 
project for milk products at Nashik, a 
Rs 32 crore aquaculture project at Palghar 
in Thane, a Rs 38 crore project for bulk 


drugs and pharmaceuticals at Khalapur in 
Raigad district, a Rs 40 crore project 
for manufacturing tyres at Waluj in 
Aurangabad, a Rs 400 crore sponge iron 
project at Ghugus near Chandrapur in 
Vidarbha and a Rs 90 crore galvanised 
sheets project in Nagpur An aggregate 
amount of Rs 580 crore is expected to be 
catalysed through NRI and direct foreign 
investment in the state following 
commitments to set up projects from 31 
NRI entrepreneurs and 17 companies with 
direct foreign investment from abroad 
These projects cover a wide range of 1 
products in the fields of photographic 
equipment, knitted fabrics, polycrylamides 
and other speciality chemicals, sophi¬ 
sticated drip irrigation systems, speciality 
oils, food products, marine food proces¬ 
sing, etc , 

During the year SICOM also acted as 
lead manager/co-manager/advisor to 16 
public/nghts issues and provided under 
wnting assistance of Rs 95 crore to 90 
companfes ‘in addition to completing 11 
assignments relating to project appraisal, 
loan syndication, mergers/amalgamations, 
project counselling and restructuring i 
services 
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Presents 


ALTERNATIVE ECONOMIC 


There is no denying that the official Economic Survey has acquired quite a few apologetic 
traits. Over the years, it has tended to be more of a window-dressing than report objectively 
and meaningfully the state of Indian Economy. The manner in which the economy affects 
the lives of the common man is rarely captured in the official survey. Hence, an attempt 
was made to prepare an Alternative Economic Survey 1992-93 in 1993 This Survey was 
very well received by media, economists, activists, NGOs and other groups 
Public Interest Research Group has now brought out Alternative Economic Survey 
93-94 keeping in view of developments during this period. Written by a team of 
economists, activists, academicians and grassroot workers, the Survey has examined 
various public policies and suggested alternative packages This survey has following 
chapters: 

■ The Economy 92-93 C.T. Kurien ■ Population and Pood N. Kriabnaji 

■ Macro Scene Arun Ghosh ■ Industry S. MuraJidbaran 
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and India Balraj Mehta ■ Gender Perspectives 

■ Fiscal Policy Dalip Swamy on Development P Swaminathan 

m Taxation V.Upadbyay ■ Tribals Pradip Prabhu 

m Financial Sector JfamaJ Kabra ■ Education Suresh Shukla 

m Prices and Distribution Jaya Mehta ■ Higher Education K.S Chalam 

m Labour and ■ Health Jmrana Qadeer 

Unemployment D. N. Reddy ■ Environment Ashish Kothari 

■ Agriculture Abhijit Sen ■ Lobbies Dolly Arora 

m Rural Economy Kamala Prasad ■ Plus many Box-items 

Pages: 180 [A-4 size] Price : Rs 40 [Individuart] or $ 6 

Rs. 80 [Institutions] or $ 10 

[Add Rs 10 or $ 2 for packaging and postage & send M.O/Bank Drafts 
only in favour of Public Interest Research Group, Delhi] 

Public Interest Research Group. 142, Maltrl Apartments, Plot No. 28, 
Indraprastha Extn., Delhl-110092 (INDIA). Phone-cum-Fax: 91-11-2224233 
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Three generations of shmU sav^s* 
There’s one thing they all trust-Umt& 


Even people ncnerations apart think the 
same way when it comes to Units. Because 
Units help make their dreams come trw. 

Whether it’s a youn^ man saving for a 
house of his own. Or an older man Ux>king 
forward to a comfortable retirement. Or a 
little girl dreaming of becoming a dtKtor 
some day.. 

Unit Tnist has schemes to meet every 
neetl. Whether tlie need is for high growth 
or liquidity. Whether it’s tax benefits or gcxxi 
returns coupled with insurance c<wer. 

People know that with Unit Tmst, 
they can get what they want. That is why 


the number of Unit holders is going up 
so spectacularly. To over 33 million today. 

Most of these people are small savers. 

They come from every part of the ct^try. 

They come from every walk of life. They 
have different needs, different dreams. 

But they .share the .same abiding confidence 
in Unit Trust. Living up to this confidence is 
what keeps us going. And growing. 



UNIT TRUST OF INDIA 

For your better tomorrow. 
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New Hindu History 

The popular Hindu account of the history of Ayodhya has been 
completely btmsformed in recent years The distinguishing mark of the 
sirlin Hindu account of this history was its metaphorical quality 
Agrodhya was a metaphor, as Ram was a metaphor, that stood for much 
moie than tlw literal mith of the existence of a particular inan/god or the 
feographical location of hts capital, llie new account of the history of 
Agodhya and its association with Ram promoted by the right-wing 
Rbidu movement of the last decade is in line with much of the ‘modern’ 
Indian effort to establish the histoncity, rationality and masculinity 
of India and its religion($). In fact it cames very much farther the 
positivism and literalism inherent in the understanding of modernity 
that has informed that tendency 1523 

Poverty and Structural Adjustment 

Policies to accelerate agricultural growth and infrastructuie development 
and provide better access to subsidised food, along with measures to control 
inflation, promise to be most effecUve in reducing rural poverty in India 
On the other hand, structural adjustment, resulting in low pnonty to 
agnculture, slashing of public expenditure on the social sectors, including 
subsidised food, etc, will be detrimental to the poor and threatens 
to reverse the negative trends in rural poverty after 1969-70 1544 


The Rebel 

Gandhan is regarded as a symbol 
oTdie devoted wife who had even 
blindfolded herself because her 
husband was blind But was she 
really subservient to her blind 
husband who was, in the real 
sense, blind to all injustice 
and immorality*^ _ 1517 

Interest Rates 

The policy ot imposing high 
interest rates on a stagnant economy 
IS the direct result of the present 
policy-makers’ preoccupation with 
success in the financial markets 
rather than with the growth of 
the real economy _ 1501 

Reform by Decree 

The Allahabad High Court’s 
judgment on triple talaq not only 
tnvialises the judicial system but 
also arrogates to the courts the 
uuk of reforming a minority 

y'l famwst lawa. 1509 


'Thepro-NarnuidadMftWNgNL . 
biittr«sic4 by IHwral state aappWL 
ate tutmug aggnaiivdy 

fMKMmOCfMC HI Wlr 

to thwart all expreasion of 
opposition to die pngcct 15M 


Debt Toll 

Brazil’s agreement wit|] its 
international creditors on 
‘restructuring’ $ 49 billion of 
commercial debt, though reached 
without the IMF’s official stamp 
of approval, constitutes a final 
lethal blow to the country’s social 
piogrammes, already in an advanced 
stage of decay as a result of 
successive ‘shock therapies* 1506 

Fuel Policy 

A fuel-mix which can strike a 
balance between commercial and 
non-commercial energy sources is 
essential if the growing population 
IS to be provided more energy 
even while energy is 
to be conserved in view ot 
the exhaustible nature of 
commercial energy sources 15^ 

Without Food 

Severe malnounshment and high 
mortality are characteristic features 
of the child population in the tnbal 
villages of Birbhum district 1513 

No# Worid Disorder 

The rebellion in Chiapas. Mexico, 
pravidei a glimmer of hope that the 
‘new world order* will not so 
easily be put into place 


1514 


LETTERS TO EDITOR 


Zapatista Declaration 

THE following is the full text ot the decla¬ 
ration from the Lacandon jungle by the 
Zapatista Army of National Libeiation It 
may be ot interest to readers 
We arc a product of500 years of struggle 
first against slavery, then dunng the war of 
independence against Spain led by 
insurgents, then to avoid being absorbed by 
North American imperialism then to 
promulgate our constitution and expel the 
f rench empire from our soil and later the 
dicutorship of Porfino Diaz denied us the 
just application ot the Reform laws and the 
people rebelled and leaders like Villa and 
Zapaia emerged, poor men just like us We 
have been denied the most elemental 
preparation so they can use us as lannon 
fodder and pillage the wealth of our country 
They do not care that we have nothing 
absolutely nothing not even a nxit over our 
heads no land no work no health care no 
tixxl nor education Nor are we able to freely 
and democratically elect our political 
representatives nor is there independence 
from foreigners, nor is there peace norjustice 
lor ourselves and our children 
But today, we say enough is enough We 
ace the inheritors of the true builders of our 
nabon The dispossessed we are millions 
and we thereby call upon our brothers and 
sisters to join this struggle as the only path 
so that we will not die of hunger due to the 
insatiable ambition of a 70-year dictatorship 
led by a clique of traitors that represent the 
mostconservalive and sell outgroups They 
are the same ones that opposed Hidalgo and 
Morelos, the same ones that betrayed Vicente 
Guerrero, the same ones that sold half our 
country to the foreign invader, the same 
ones that imported a European prince to rule 
our country the same ones that formed the 
scientific Porfirsta dictatorship the same 
ones that opposed the petroleum ex 
propnation, the same ones that massacred 
the railroad workers in 1958 and the students 
m 1968, the same ones that today take 
everything from us, absolutely everything 
To prevent the conunuation of the above 
and as our last hope, after having tried to 
utilise all legal means based on our 
constitution, we go to our constitution, to 
apply article 39 which says ‘National 
Sovereignty essentially and originally resides 
in the people All polibcal power emanates 
from the people and its purpose is to help the 
people The people have, at all times, the 
inalienable nght to alter or modify their 
form of government * 

Therefore, according to our constitubon, 
we declare the following to the Mexican 
federal army, the pillar ot the Mexican 
dictatorship that we suffer from. 


monopolised by a one-party system and led 
by Carlos Salmas de Gortan, the maximum 
and illegitimate federal executive that today 
holds power 

According to this declarabon of war we 
ask that other powers of the nation advocate 
to restore the legitimacy and the stability of 
the nabon by overthrowing the dictator 

We also ask that international organi¬ 
sations and the Intemabonal Red Cross watch 
over and regulate our battles, so that our 
efforts are carried out while still protecting 
our civilian population We declare now and 
always that we are subject to the Geneva 
Accord, forming the EZLN as our fighting 
arm of our liberation struggle We have the 
Mexican people on our side we have the 
beloved tn coloured flag highly respected 
by our insurgent fighters We use black and 
r^ in our uniform as our symbol of our 
working people on stnkc Our flag cames 
the following letters, ‘EZLN Zapatista 
Army of National Liberation and we always 
carry our flag into combat 

Beforehand we refuse any effort to 
oisgrace our just cause by accusing us of 
being drug traffickers, drug guerrillas 
thieves or other names that might be used 
by our enemies Our struggle follows the 
constitution which is held high by its call 
for justice and equality Therefore, 
according to this declaration ot war, we 
give our military forces the EZLN the 
following orders 

First Advance to the capital of the country, 
overcoming the Mexican federal army 
protecting in our advance the civilian popu 
lation and permitting the people in the 
liberated area the right to freely and 
democratically elect their own administ 
rative authonties 


Second Respect the lives of our (ms 
andtumoverall wounded totheintemabonal ' 
Red Cross 

Third IniUate summary judgments against 
all soldiers of the Mexican federal army and 
the political police that have received iraimng 
or have been paid by foreigners, accused of 
being traitors to our country, and against all 
those that have repressed and treated badly 
the civil population and robbed or stolen 
from or attempted enmes against the good 
of the people 

Fourth Form new troopS with all those 
Mexicans that show their interest in joining 
our struggle, including those that, being 
en^my soldiers, turn themselves in without 
having fought against us, and promise t^f{ 
take orders from the general command of 
the 2^patist4 Army of Nabonal Liberation 
Fifth We ask tor the unconditional sur 
renderoftheenemy'sheadquartersbefore we 
begin any combat to avoid any loss of lives 
Sixth Suspend the robbery of our natural 
resources in the areas control!^ by the EZLN 
To the people of Mexico We, the men and 
women, full and free are conscious that the 
war that we have declared is our last resort 
but also ajust one The dictators are applying 
an undeclared genocidal war against our 
people for many years Therefore we ask for 
your participauon, your decision to suppo^ 
this plan that smuggles for.work, land, hous'll 
ing food, health care education, indepen 
dence, freedom, democracy, justice and peace 
We declare that we will not stop fighting 
until the basic demands of our people have 
been met by forming a government of our 
country that is tree and democratic 

CR Buoy 
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Shaky Recovery 


T he latest projecaoiu on the prospects for the world economy 
this year and the next seem to present a bnghter picture than 
earber ones Agennes such as the International Monetary Fund 
(IMF), the United Nations, the Bank for International Settlements 
(BIS) and the Organisation for Economic Co-operation and 
Development (OECD) had been initially taken aback by the rapid 
and widespread onset of recession in 1^ (1988 for the UK), just 
as they were surprised by its persistence till 1993, for four years 
ninning They have also been making predictions of recovery year 
after year which have proved to be over-optimistic All ^eir 
projections, made till last year, of the growth-scenano for 1993 and 
19M have had to be revised downwards Now, however, there is a 
change with the IMF’s World Economic Outlook, released 
last month, {Ejecting a nse in world output of 3 per cent in 1994 
and 3 7 per cent in 1995 after modest increases of I 8 per cent 
and 2.3 per cent in 1992 and 1993 respectively The UN’s 
World Economic Survey 1993, published some months back, 
had placed world output growth in 19<^2 at a mere 0 6 per cent and 
rS per cent in 1993 

But even as signs of an economic recovery are being flashed, a 
number of features of the world economy are far from reassunng 
First, in earlier trade cycles, say in the early 1980s, the growth of 
work! output in the recovery phase had been much sharper, after 
four years of recession during 1978-82, world output had grown by 
0 5 per cent in 1982,2.6 per cent in 1983 and 4 3 per cent in 1984, 
compared to 0 6 per cent in 1991,1 Spercentin 1992,2 3 per cent 
in 1993 and pr^ably 3 per cent in 1994 This is only partly 
explained by the sharper output losses in earlier recessions 
Second, the latest recovery is yet not widespread enough Among 
the nmor mdustnal countries, die US, Canada and the UK and 
among the rest only Australia have expenenced a return to vigorous 
growth. For the other industrialised countries, the recovery project¬ 
ed last year has proved elusive In particular, die performance of 
Germany and Japan continues to be disappointing While US output 
‘ isexpectedtoexpandby 3 9percentin 1994 and2 Spercentin I^S 
and UK’s by 2 S and 2 8 per cent, output growth in Japan and 
Germany is likely to be within the 0 7-0 9 per cent and 2 1-2 3 per 
cent range in the two years. The European Union (EU) as a whole 
registered a negauve growth of 0 3 per cent in 1993 and the 
projections for 1994 and 1995 are modest at 1 3 per cent and 2 5 per 
cent. The factors contnbudng to the Amencan recovery have 
included the early resolution of the household debt question, 
reduction in interest rates and spurring of residential construction, 
as also stepped-up equipment purchases by business enterprises, 
sharp depreciation of the dollar and impetus to exports On the other 
hand, the Japanese economy continues to be constrained by the 
persistent strength of the yen and the severe contractionary effects 
of decline in asset prices. Business enterpnses in Germany face high 
cost of borrowing owing to the country’s tight monetary policies 
^ pursued for fear of inflation. In fact recoveries have occurred in 
the US and UK after they deviated from traditional monetarist 
prrikues—expansionary policies in the US and a fiscal stimulus 


package combined with lower interest rates in the UK The pound’s 
withdrawal from the EC's exchange rate mechanism also freed the 
UK of Its commitment to maintain a virtually fixed panty with the 
deutsche mark 

Third, while the industrialised countnes have achieved substan- 
ual reduction in inflation rates, the high social cost of the effort is 
reflected in the peaking of unemployment at 35 million m these 
countnes as a whole in 1993 Current unemployment rates m the 
European countnes are, as the IMF has noted, three to four times 
what they were in the 1960s and 1970s Unemployment m the 
European Community was expected to nse to I05percentin 1993 
and to remain there in 1994 &:onomic growth over the past decade 
and more, except perhaps in the US, has been appropnately 
desenbed as jobless growth Even in the US, where the unemploy¬ 
ment rate has declined somewhat to a little over 6 per cent, some 30 
million people now live below the poverty line 

Fourth, a major contnbution to world output growth has come 
from the developing countnes which as a group have registerad 
growth rates of 5 9 and 6 I p^ cent in 1992 and 1993, respectively, 
and are expected to grow further by 5 5 and 5 8 per cent m the next 
two years But this achievement is attnbutabld to China and a 
narrow band of countnes in south-east Asia A majonty of the 
countnes of Latin Amenca, Afnca and south Asia as well as the 
enure group of so-called economics in transition, the countnes of 
eastern Europe and the erstwhile USSR, remain mired in economic 
difficulties TTie Afncan LDCs grew by just 0 1 and 1 I per cent in 
1992 and 1993, whereas the economies in transition suffered 
absolute declines in output of 15 Spercentin 1992 and 8 8 per cent 
in 1993, in 1994 they are expected to show a further output loss 
of 6 1 per cent 

Further, despite the higher growth rates of the developmg coun¬ 
tnes dunng the past decade, the structure of the world economy has 
moved in favour of the developed market economies As per the 
latest UN data, their share in world GDP, 72 6 per cent in 1982, had 
nsen to 74 4 per cent by 1992 True, the gain has been at the cost of 
the iransiuqn economies whose share of world GDP dwmdled 
from 11 4 per cent to 7 8 per cent But the increase in the share 
of the developing countnes was hardly dramatic, from 16 per cent 
to 17 8 percent 

The extent to which the developed market economies have 
benefited from the collapse of the former socialist countnes is 
evident from the fact dial the latter’s share in the former’s exports 
has gone up from 29 3 per cent in 1980 to 42 9 per cent in 1991. The 
bulk of the developed market economies ’ imports takes place within 
the group, such intra-group trade has in fact gone up from 66 7 per 
cent in 1980 to 77 3percentin 199) There has been some increase 
in the intra-group trade of the developing countnes, but it has not 
been as significant as that amongst the developed economies The 
LDCs’ share of world imports rose modestly from 30 8 per cent to 
34 6 per cent between 1980 and 1991 Overall, there can be no 
gainsaying that the developed market economies’ domination of the 
world economy continues to grow 
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KASHMIR 

An Opportunity 

PUBLIC postures of inflexibility by both the 
Indian and Pakistan prime ministers negate 
whatever little efforts or gestures arc made 
to bring about normalcy m Kashmir, the 
latest such gesture being the release of the 
JKLF leader Yaseen Malik on bail. 

While Narasimha Rao in Washington tried 
to impress American congressional page¬ 
boys (who, according to the US press, filled 
in for the absent legislators and packed the hall 
for Rao’s address to the joint session of the 
US Congress) by comparing theirTexas with 
'our' Kashmir (implying that accession in 
both cases was final), Benazir Bhutto at 
around the same time told a US newspaper 
that Pakistan could never agree to an 
independent Kashmir, implying that her 
government would covertly continue to train 
terrorists and .smuggle them into the valley. 
In order to force its accession to Pakistan, 
this is obviously the only course left to 
Bhutto since, as she herself admitted during 
the same new,(paper interview, given achoice 
all Kashmiri Muslims may not t^t for joining 
Paki.stan. Thus both Rao and Bhutto, m blatant 
disregard of the wishes of the people of 
Kashmir, are bent on imposing on them their 
respective political arrangements. Ironically, 
both enjoy their present positions thanks to 
electoral exercises conducted in both the 
countries that allowed theirrespectivccitizcns 
to express their political choices. Yet neither 
of them is prepared to grant the Kashmiris 
their right to choose the type of political 
status and administration that they might 
want. As far as New Delhi is concerned, 
'democracy' for the people of the valley can 
be exercis^ only within the straitjacket of 
the settled fact that Kashmir is a pari of India, 
thus denying them the right to choose other 
options. As for Islamabad—which all these 
years never bothered to pay even lip-service 
to the principles of ‘democracy’—a 
democratically elected prime minister today 
has no qualms in reverting to the traditional 
military autocratic strategy of forcing the 
people of Kashmir to accede to Pakistan. 
While New Delhi uses its security forces to 
keep the Ka.shmiris within the Indian Union, 
Islamabad uses its armed mercenaries to force 
themtoaccedetoPakistan. The.se mercenaries 
are recruited from among the Afghan and 
west Asian stragglers, bereft of any 
ideological cau.se after the fiascoofthe Islamic 
fundamentalist adventure m Afghanistan on 
the one hand and the expected end to the 
Palestinian conflict on the other. Judging by 
reporis, it is these foreign inercenaries who 
..arc now calling the shots in the valley, 
marginalising the indigenous Kashmiri 
^militants who went for military training to 
Pakistan in the sincere belief that the latter 
'would help them win independence. 

The home ministry’s decision to allow the 
JKLF leader Yaseen Malik after his release 
to visit. Kashmir, where he was given a 


tumultuous Welcome, acquires political 
significance at this juncture. Malik, 
addressing the crowd of his supporters in 
Srinagar, offered an olive branch when he 
said that the guns in Kashmir can be silent 
if New Delhi agrees to unconditional talks 
with all the parties involved in the Kashmir 
dispute —the various militant groups in the 
valley, the Hindu ‘pundits' and the oflicial 
representatives of Pakistan, as well as 
intellectuals and human rights groups who 
had been concerned about cases of human 
rights violation in the valley. 

Butare the bureaucrats in the home ministry 
and the ministries of external affairs and 
defence, who work at cross-purposes in 
framing their Kashmir policy, capable of 
advising their respective ministers how to 
take up the gauntlet thrown by Y aseen Malik? 
Do the ministers themselves have any political 
will and sincerity to listen to the voices of 
the Kashmiri people? Besides, will Benazir 
Bhutto be able to restrain the irresponsible 
ISI officials from beefing up the Hir.bul 
Mujahideen? Rigidity and incompetence in 
policy decisions on both sides of the border 
will continue to plague the valley. 

BANKING 

A System at Stake 

THE country ‘ s financial system is in disarray. 
The much-vaunted achievement in what may 
be termed financial engineering with the 
.setting up of the alFlndia term-lending and 
investment institutions and in particular the 
nationalisation of the commercial banks is 
in jeopardy. There were two specially notable 
characteristics of this erstwhile achievement; 
first, the supply-leading role assigned to the 
b.-inking and financial system and, second^ 
the decisive place of societal goals in the 
policies and programmes of the financial 
system. 

The new banking policies that are 
succinctly described in the RBI’s latest Report 
on Trend and Progress of Banking in India 
leave little room for the pursuit of these 
objectives any more. True, if infrastructural 
development is poor and if real economic 
conditions, such as land and other asset 
distribution, leave much to be desired, the 
financial system is bound to face serious 
constraints. Likewise, therecan be little doubt 
that m the long run it is the strength and 
vitality of the banking and financial system 
that will determine its ability to play the 
societal role expected of it. But the notion 
that serving the interests of the vulnerable 
sections and underdeveloped regions should 
necessarily be uneconomic is far from proven. 

The misgivings regarding the dtreoion in 
which the financial syst^ j$ 
induced by a number of 
while the new reform policy wmm also 
promote financial engineering, it would be 
such as to foster massive abso^itton of Binds 
in stock market assets andtteasi^ operadens 
of bafiks and financial institotions.‘The entire 


discussion in the Trend and Progress on 
profitability of banks and their investment 
management givesoverwhelmingimpoitance^ 
to the risk-reward perceptions of banks on 
their advances and investments in government 
securities. It is claimed that the introduction 
of capital-to-risk-weighted ratios for banks 
as a capital adequacy measure based on 
develop^ country standards “has resultedJn 
the banks becoming more prudent in 
extending additional credit, unlike in the past 
when excessive credit had been widely 
prevalent". But there is little concern over 
the banks’ reluctance to make advances 
precisely at a time when more bank credit 
is essential for reviving the recession-hit 
economy. The RBI’s report shows no 
awareness of the dangas of applauding banks’ 
risk-reward perceptions to the neglect of 
theirrolein financingeconomicdevelopment 
Investment in the abundant supply of 
government securities available at 
bureaucratically-determined high yield rates, 
financing share market assets directly or 
indirectly and a marked preference for 
treasury operations will all fetch high rewards; 
they will also absorb the bulk of bank funds 
so that banks’ need to soil their hands in lend¬ 
ing to the productive sectors will be mini¬ 
mised. That these developments are bound 
to cause serious harm to the development 
process is evidently no concern of the RBI. 

Second, while the report is expansive in 
dealing with the various aspects of financial 
sectorreform, such as capit^isadonofbanks,' 
rationalisation of the interest rate structure 
and identification of non-pfrforming assets, 
it is distinctly short on issues concerning the 
societal dimensions of banking policy. For 
instance, there has been a continuous decline 
in the proportion of bank lending to the 
priority sectors, from 39.5 per cent in June 
1991 to 37.1 per cent in June 1992 and 
furtherto34.4percentinJune 1993.Likewise, 
as against the norm of 18 per cent of total 
net bank credit, agricultural advances 
constituted 15.6 per cent, 15 per cent and 
13.9 per cent, respectively, on the above 
dates. Except providing details of relaxation 
of priority sector norms, there is no critical 
ev^uation of the reasons for the uniform 
failure of ^1 groups of banks to fulfil their 
social obligations, let alone any assessment 
of what it implies for the ebuntry’s economic 
development. ’This is also true of the details 
provid^ on assistance rendered under the 
government’sspecial employment and asset- 
creating programmes, namely, the IROF, 
SEEUY and SUME. Bank lending has 
consistently declined under all these 
programmes. More significantly, the credit- 
deposit redos in many of the ^ 
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Pbttliy, theie it Hide aiullyjfi ia the i«poft 
of the pr^iem of the hanks' non-performitig 
assets and sickness in industry The repoit 
jfor the previous yearhad placed the aggregate 
'domestic non-performing advances of all 
public sector banks at 13 39 per cent of total 
owstanding advances as at the end of March 
1991 and at 14 46 per cent as at the end of 
March 1992, the absolute amount was Rs 
I7,389croreforthelatt»penod The latest 
report puls non-performing assets at as much 
as Rs 36,588 crore or 24 2 per cent of 
aggregate outstanding advancesofRs 23,000 
and above as at the end of March 1993 At 
least another Rs 1,000crore have to be added 
on account of non-operating small advances 
of less than Rs 23,000 each To what extent 
IS this more than doubling of non-operating 
assets as reported by banks within a year due 
to genuine transparency as required by the 
new prudential system of income recognition 
asset classification and provision of bad debts 
and how much is it due to laxity on the part 
of banks in recovering their dues> The 
quesUon remains unanswered in the report 
That there is more lo it than meets the eye 
IS indirectly evident trom the data on sick 
and weak industrial units reported by banks 
forthe years 1990,1991 and 1992 The total 
outstanding bank credit blocked in such units 
(both SSI and non-SSI) was only Rs 9 930 
crore, Rs 10,768 crore and Rs 11 533 crore, 
respectively, in the above years The inflated 
estimate of non-periorming assets suggests 
t|iat banks wish to pre-empt the possibility 
<fof the specially constituted Recovery 
Tribunals making them recover loans from 
their more difficult (or more favoured) 
borrowers The RBI s toleiant attitude to 
banks' nsk reward perception will only go 
to strengthen their lackadaisical approach to 
recovering their past loans 



INDUSTRIAL RELATIONS 

Employers’ Offensive 


RUNGTA, a senior vice-president of Flex’! 
the New Delhi-based apex body of India’s 
chambers of commerce and industry, placed 
.a charter of demands before the West Bengal 
'government at a press meet in Calcutta on 
June 6. which sounded almost like an 
ultimatum Exemption of all new industncs 
from the purview of the labour laws for at 
least five years, midcing gherao a cognisable 
offence, guaranteeing new industries 
exemption from power rationing for five to 
seven years—these were some of his major 
demands Hecomplained that m West Bengal 
“labour laws have not been applied in the 
manner they should have been" This, of 
course, is true, but not in the ipeaker’s sense 
In reality it is the employers who have been 
guilty of violating—and with impunity— 
many vital labour laws They have b^ 
jiflouting provident tund rules and defaulting 
todeposit nearly Rs 2CI0croreon this adcount, 
nearly two-thirdsofthe total amountofdefault 
in the whole country Lock-outbyemployers 


genendly «ccounts for about 90 per cent of 
the man^s lost in the state and mostly in 
violation of the legal provisions 
Whatever the reality, the FICCI vice- 
president, however, has a star witness in his 
favour Jyoti Basu, the state chief minister, 
himself has been persistently running down 
the working class and their movements in 
this state fromemployers* as well as workers' 
platforms Although, as already mentioned, 
stnkes account for only about 10 per cent 
of the mandays lost, Jyoti Basu never misses 
an occasion to advise workers to use this 
weapon with restraint and discnmination 
He also has been advising them to change 
theiroutlook and improve their work culture, 
whatever that may mean Disparagement by 
the chief minister who also happens to be 
the seniormosi vice president of the CITU 
the CPI(M) s trade union centre, combined 
with Ihe general climate ot ascendancy gained 
by the employers under the present NEP 
regime has given the employers’ apex body 
confidence to launch a new offensive against 
the workers nght to action in self-defence 
in the face of the tightening pinter squeeze 
of inflation and loss ot employment West 
Bengal, being viewed as the foremost centre 
of militant trade unionism (which in tact is 
a dated notion), the employers have targeted 
It for muazling in the first instance, with a 
view to ultimatcl> enabling union labour 
minister P A Sangma to push his anti-labour 
bills through parliament Thelatest ultimatum, 
therefore, has grave national implications 
Against this backdrop, the recent 
conference of the CPI led ATTUC assumes 
particular significance This session, attended 
by the party s national leaders, expressed 
highly critical opinions about the West Bengal 
government slabourpolicics In a resolution 
the conference observed that the state 
government had failed to help workers when 
they were retrenched lactones were locked 
out and managements had defaulted in 
depositing provident tund dues In an implied 
reference to the chief minister's dictum, a 
veteran CPI leader and one of the pioneers 
ot the communist movement in the country, 
RanenSen,nowinhismid 80s, asked “Who 
is going to teach work culture to the owners''” 

It IS, however not very likely that the CPI- 
AlTUC’s caveat will have much impact on 
the West Bengal government's policies and 
practices The test of the CPI's sincerity in 
defence of the working class interests 
therefore, lies in the party's follow-up actions 
Will It cany forwaid this struggle within the 
West Bengal government and the Left Front, 
of which It IS a partner—even if this adversely 
affects the party in the ministenal stakes'' 

NUCLEAR SAFETY 

Case fbr Inquiry 

THE mishap at the Kaiga nuclear power 
plant when a part of the reactor dome under 
construction collapsed, and the subsequent 
decision of the Atomic Energy Regulatory 


Board(AERB),faliowuganiiiqttiiy.ti>Q(de 
the suspension of containment constmcboi 
work on all the sites draws attention to da 
implications of nsk factors in nuclear powe 
generation In the course of the inquiry, thi 
AERB found that there appeared to be i 
discrepancy between the approved desigr 
and construction methods and those tba 
were being followed at Kaiga Pending i 
parallel check and review of these factors ai 
all the sites, the AERB has, perhaps for the 
first time in its existoice, decided to take the 
momentous step of suspending construction 
work on nuclear projects which have aroused 
so much protest and are already long delayed 
Cunously, the project authorities initially 
tried to dismiss the accident as being of little 
consequence However they have been 
overruled by the AERB's wiser dcasion For, 
the point IS that assessment of nsk in a 
nliclear power plant is altogether diffoent 
For instance, while equipment failure or 
‘human error may cause a limited accident 
in conventional plants in a nuclear plant 
their potential tor damage is manifold and 
extensive in time and space 
While the nuclear establishment has often 
claimed that the number of accidents oi 
‘incidents’ which have occurred in the history 
of nuclear power generation in India are 
remarkably few, there have been increasing 
reports ot numerous averted accidents from 
equipment failure or human error According 
to the International Atomic Energy Agency’s 
cumulative data on the operaung experience 
of nuclear power reactors all over 
the world equipment failure accounts for 
about a quarter of the outages in power 
plants However, in the Indian plants 
equipment failure accounts for over 80 per 
cent of ouUges Thi s means that most outages 
are unplanned and add to the unreliability 
ot power from these plants It is no wonder 
that all these plants produce less than tteir 
rated power output 

Mote importuitly, except in Tarapur I 
equipment failure has been most often iBfIte 
mam reactor area such as reattor cooling 
systems, reactoraccessoncs auxiliaries, fuel 
handling and storage systems rcaciori ontrol 
systems and instrumentation etc This is 
true not only in old plants like Tarapur or 
very new plants but even in those which arc 
supposed to be in their peak performance 
stage Certainly these failures are not 
accidents or even ‘incidents but they arc 
an indication of the possible nsks due to poor 
design or quality of construction which the 
nuclear establishment however vigilant 
cannot guard against While supportcis of 
nuclear power have been extraordinarily 
proud of the successful mdigenisation and 
innovation in design and construction in the 
area, it is perhaps time for the AFRR to 
inquireinto the excessive equipment failures 
The AERB's role is due tor restructuring 
with the finalisation of the IAEA convention 
on nuclear safety, after three years ot 
deliberations While thcconvention the first 
of Its kind, has been heavily cnticised by 
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groups like Greenpeace for its “total lack of 
enforceable safety standards or penalties", 
and for the fact that it covers only civilian 
land based power reactors excluding the 300- 
odd research reactors, and the military 
installations, it nevertheless provides a 
template for creating cnteria for safety 
standards in member countries For instance, 
the mandatory data sheets on nuclear plants 
which member countries submit to the 
international body will have to be 
substantially enlarged in scope and this will 
mean a more comprehensive understanding 
of what constitutes nsk 

POLITICAL PARTIES 

Few Urban Allies 

ARfaCENFconventionot ‘some 800farmers 
and intellectuals' in Bombay is reported to 
have decided to launch a new party. modelled 
on the extinct Swatantra Party founded by 
C Rajagopalachan, with the able support of 
M R Masani way back in 1959 Masani, 
appropriately, appears to be an inspirer of 
the recent move while the farmer-leader 
Sharad Joshi is its key organiser This new 
move clearly aims at linking the interests and 
actions of propertied elements in the rural 
and urban sectors Here lies the essential 
commonality between the old Swatantra Parly 
and the new venture But their divergences 
tyill perhaps be more sipificant 
Rajaji s otfspnng evolved out of the 
convergence of the Ganatantra Panshad of 
the feudal pnnees and the fiercely anti 
Nehruvian Forum of Free Enterprise of 
Bombay industrialists Behind the new 
venture at the moment stands only Sharad 
Joahi's farmer base limited pnmarily to the 
Maharashtra region The urban link at the 
moment is apparently supposed to be 
provided by 'intellectuals' a rather 
nondesenpt category The press report did 
not mention any name from this cerebral 
sector Its industnal connection also is equally 
tenuous, it not totally missing at present 
With the bonanra ot the ruling NEP the 
industnali sts bei ng the recipients ot the most 
favoured treatment from the powers that be 
do not need any pressure group tor 
promoting their general interests In other 
words, with enemies like the present 
government, the industrialist class will 
hardly need friends ' Hence Sharad Joshi 
IS unlikely to ccure any effective urban 
allies from that quarter 
Moreover the history of the old Swatantra 
Patty IS a mixed story It shone in the Indian 
political firmament rather dimly and tor a 
while only soon to withdraw from the scene 
without a trace Attei a modest debut with 
18 members in the Lok Sabha in the 1962 
(third general) elections the Swatantra Party 
made a moderately spectacular appearance 
in 1967 with 44 Lok Sabha members only 
to be cut down to eight in the folio wing round 
in 1971 The next stepwas Its self-liquidation 
through the merger with other forces. 


ii'onically including fierce socialists like 
George Fernandes, to form the Janata Party 
in 1977 

Even at its zenith, the old Swatantra Party 
had Its bases only in the feudal-dominated 
regions of Gujarat, Onssa and Rajasthan 
Rajaji and Masani had failed to give it any 
significant urban connection Today Sharad 
Joshi and his fellow-travellers may provide 
the paity with a more consolidated farmer 
base in some areas, but not many urban allies, 
who have clearly identifiable contradictory 
interests, at least over the terms of trade of 
agncultural commodities 

Hence, if the old Swatantra Party had 
begun with a whimper to meet an early 
extinction, its reincarnation this time may be 
a cripple at birth itself 

YEMEN 

Chimera of Unification 

WHILE the UN initiative to diffuse the cnsis 
in Yemen has only just begun and will take 
some time to yield fruit there is ground to 
suggest that a longer term solution to the 
Yemen problem need pot necessanly be based 
on a unity of the north and the south At the 
same time, reports indicate a lack of popular 
enthusiasm for the war even in the south, 
from which it follows that the war must be 
brought to an early end However, the strategic 
situation on the ground is such that it would 
take some effort and time to persuade the 
militarily dominant northern side to agree to 
a permanent ceasefire 

Already the northern forces have overrun 
a substantial portion of the temtory of the 
south and are now surrounding the city of 
Aden, the southern capital, from three sides 
The calculation of the northern leaders seems 
to be to stall the beginning ot the process 
of negotiations till they have captured Aden, 
so that after that point they could negotiate 
lor a reuniftcd Yemen in which they would 
continue to hold their currently dominant 
position In the unlikely event that this 
calculation fructifies the grounds for the 
conflict between the north and the south 
would continue to exist, for it was precisely 
this dominant position of the northern leaders 
in the government of the unified Republic 
of Yemen and the consequences it had for 
the people as well as the l^ers ef the south 
that has led to the present war 
The Republic ot Yemen had all the 
trappings ot a democratic regime The latter 
came into being as a result of elections held 
in Apnl 1993, three years after the unification 
But in a country of 14 million people, of 
whom only 2 2 million belong to the south, 
the south based Yemeni Socialist Patty (YSP) 
could win only 56 seats in the 301-seat 
assembly The largest number of seats (121) 
went to the conservative Peoples’ General 
Congress (PGC) of All Abdullah Saleh of 
the north which then formed a tacit alliance 
with the Yemeni Gathering tor Reform 
(YGR), an Islamic fundamentalist outfit that 


won over 60 seatt Although a number of 
posts in the unity govemmem were given to 
the YSP, Its leader Ah Salem al Bodh wai 
yet to be swom-in as vice-president nine 
months later Other memben of the YSP 
were kept in the government on humihabng 
terms For example, the authonty of the 
prime mimster, who hailed from the south, 
was so little that he could be kept waiting 
by the military police before bemg allowed 
into the capital city, Saana. Thoe weic 
attempts to eliminate the members and 
supporters of the YSP through political 
murders Between May 1990 and January 
1994, 152 members of the YSP, including 
a cousin of al Beidh, had been killed The 
government of president Ah Abdullah Saleh 
suspected the loyalty of the people from the 
south Therefore no efforts were made to , 
unify the formerly independent aimies, nor 
were troops removed from the old north- 
south border Finally, vice-president al Beidh 
had proposed an 18-point formulato reform 
the economy and the admirastrabon, the 
proposal was accepted but was never 
implemented 

Given mounbng international pressure, m 
which the US, Britain, the Gulf Co-operation 
Council (GCC) except Qatar and Egypt have 
joined ranks against Saleh, and the threat of 
intervenbon by Saudi Arabia in favour of the 
south, it IS possible that the north Yemem 
side would make at least an appearance of 
abidmg by resolubon 924 of the Secunty 
Council which calls for a ceasefire Already 
Lakhdar Brahimi, the sp^al UN envoy to 
Yemen, who went on a fact-flnding mission 
has reported ‘slight progress’ According to 
him, both north and south Yemen have agr^ 
to the institution of a ceasefire momtonng 
commission The north, after initial 
reluctance, has even accepted the south’s 
demand for foreign officials to be included 
in the commission 

However, while the likely composiuon 
and the exact bnet of the commission are 
not yet clear, if it bases its proposal for a 
permanent ceasefire on condition of a um fled 
Yemen, it would not have achieved much 
For, theissue in Yemen is not the war between 
the two Yemens but an equitable existence 
forthepeopleof south Yemen Suchexistence 
they were denied during the nearly four years 
of the unification with the north and it can 
only rest on proportionate distribution of the 
economic and administrative resources 
between the two A reunification of what are 
once again two separate Yemens is MX the 
only way this distnbution can be ensured 
Therefore, a continuation of the present 
arrangement, provided the south is able to 
regain the temtones it,^as lost to the north 
during the present war, may well be just 
the solution that is required To make dus 
solution viable what is needed is 
international recognition of the southern 
Democratic Republic of Yemen, which 
seceded from the north on May 21, and 
pressure on the north to return the captured 
temtones of the south 
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LONGVIEWTEACOMPANY.aCalcutta- 
based Deepak group company which started 
off withasingle tea estate in 1879,today has 
sa gardens under its wing which are spread 
over Darjeeling and the plains of North 
Bengal The company which has a 
production of over 30 lakh kgs comprising 
of all varieties of tea—Darjeeling, CTC as 
well as Green—has now embarked on a 
growth plan which will increase its 
production by 60 per cent In addition to 
semng up two new tea estates in the distncts 
^f North Dinajpur and Cooch-behar in West 
nengal the growth plan also envisages a 
massive expansion-cum>diversitication 
programme for its existing tea estates The 
programme is also expected to lead to a 
substantial improvement in the quality of 
tea produced in addition to higher production 
thereby resulting in lower costs and me reased 
realisation To part finance these projects 
the company plans to enter the capital market 
with a public issue of 13,72,000 equity 
shares of Rs 10 each at a premium of Rs SS 
per share on June 29 The issue aggregating 
Rs 8 9 crore which includes reservations for 
India Magnum Mutual Fund, Morgan Stanley 
Mutual Fund, Kothan Pioneer Mutual Fund, 
^TI, IRBI and shareholders of Deepak 
Spinners, will be lead managed by SBl 
Capital Markets 


Indo Holland 

Indo Holland Agro Exports is entenng the 
capital market with a public issue of equity 
shares aggregating Rs 3 S crore to part finance 
Its floriculture project The company is 
setting upa modem sophisticated greenhouse 
complex with climatic conuol systems near 
Gurgaon with production and post-harvest 
jo llities for growing and export of exotic 
Varieties of cutflowers to Europe and west 
Asia The complex IS being set up in technical 
and mariceting collaboration with Flodac 
BV, a well known Dutch floriculture 
company which will also make available a 
senior consultant for supervising the entire 
production harvest, post-harvest and export 
logisbes at cnbcal umes The company 
plans to ubiise the latest equipment and 
facilibes from Holland and Israel for setting 
up an ‘unbroken cold chain’ including 
modem computer conUolled high humidity 
cold storage and reefer vans for 
tnuisportabon to the intemahonal airport 
htuated nearby The company has entered 
into a five-year agreement with Flodac BV 
for arranging auchon of cutflowers at major 


Dutch auction houses or direct sale to any 
European counby While production of rose 
plants has already started, commercial 
production is expected to commence in 
October which is also the beginning of the 
export season 

Ind Navratna 

Encouraged by its performance in 1993-94 
Indian Bank Mutual Fund (IBMF) has 
launched Ind Navratna a five-year pure 
growth scheme aimed at generating 
substantial capital appreciation The scheme 
which ensures lull allotment is the first 
scheme from IBMF which is open to non 
resident Indians overseas corporate bcxJics 
and foreign institutional investors on 
repatnation basis The company's othei 
growth schemes namely Ind Ratna Ind 
Sagar and Ind Moti presently have net asset 
values of around Rs 23 9 Rs 212 (face value 
Rs 100) and Rs 14 S, respectively entailing 
an annualised yield of S7 per cent, 41 per 
cent and 32 per cent respectively 3310 
scheme is open between June 1 ^ and 23 and 
Its units will be listed on the Bombay and 
Madras stock exchanges 

Asia Pacific Financial 

Asia Pacific Financial Services (formerly 
SIFCO Finance) is presently engaged in 
trading in shares, corporate merchant 
banking and investment services, financial 
services, project consultancy, investment 
counselling and specialised services to NRIs 
The company now plans to carry on other 
activities such as merchant banking, 
investment banking, investment broking, 
international financial advisory services 
foreign fund advisory services and portfolio 
management To consolidate its capital 
base, augment long term resources to meet 
the needs of its expanding business as also to 
give a greater thrust to its non-fund based 
activities the company plans to enter the 
capital market on June 27 with a public issue 
of equity shares at par The issue aggregating 
Rs 2 8 crore will be lead managed by 
Prudential Capital Markets 

Fem Care Pharma 

Fern Care Pharma which is engaged in the 
pioduction of cosmebes and pharmaceuticals 
and markets its products under the brand 
names ‘Fern’, ‘Bambi' and ‘Saka’, plans to 
enter the capital market on June 20 with a 
public issue of equity shares at a premium of 
Rs 30 per share The issue is to part finance 


the company s cxpansion-cum-dtversi- 
fication programme which envisages the 
expansion of its existing c.ipacity from the 
present 120 mt to 673 mt per annum setting 
up ol facilities for ayurvedic and allopathic 
creams and ayurvedic tablets with an 
installed capacitv ol 323 mtpa and a 
developed tissue culture project to culuvate 
alone with a micro biological testing 
laboratory Tlie company plans to source tts 
raw material requirements for herbal juices 
in ayurvedic products from its proposed 
cultivation project 

Jumbo Bag 

A Madras based company incorporated in 
1990 Jumbo Bag is entering the capital 
m,ukei with a public issue of equity shares 
at p.iron June 22 1 he issue is to part finance 
the setting up of a l(X) per cent export unit 
tor the manufacture of flexible bulk 
packaging made ol synthetic labncs The 
project which is estimated to cost Rs 107 
crore is being set up in technical collaboration 
with Structure i lex UK 1 he company has 
also signed MOUs with Sidian Trading, UK, 
andlangston USA tor marketing tour lakh 
bags and three lakh bags per annum, 
respectively Aftercommencingcommercial 
production in October this year the company 
hopes to achieve a capacity utilisation of 60 
per cent in the first year of production The 
promoters who have over two decades' 
experience in the packaging industry will 
have a 36 14 per cent stake in the post issue 
equity 

Starchik Specialities 

Starchik Specialities a Hyderabad-based 
company engaged in the production of 
dressed/froren chicken and animal feed is 
now setting up a broiler prcKcssing plant 
with an installed capacity to process 1 ,S00 
birds per hour and produce 4 030 mt ol 
dressed/froaen chicken per annum In 
addition the company also proposes to 
manufacture 18,000 mtpa of animal feed on 
franchise basis at three units located at 
Hyderabad, Rajahmundry and Vijayawada 
The project which is estimated to cost Rs S 4 
crore is to be financed enUrely through a 
public issue of equity shares at par which 
opens for subscription on June 21 The 
company which will market its animal feed 
under the brand name ‘Starfeed*, has signed 
an MOU with Alburq Exports, Dubai for the 
export of 40 per cent of its processed meat 
for a period of five-years The project is 
expected to commence commercial 
production in August 1994 
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CURRENT STATISTICS 


EPW Research Foundation 


Thin, hj btrn a slight ((lgiiig(>')wiinf the over Ihe year inflation rate but (he underlying mnationaiy pressutet on food items persiM Amongst the consumer 
pint indicts tilt largest rise hasotiuirtd mthe index (nr agncultural labourers Though there is some moderation in the growth of M, it cannot be said 
III It hquidiiy bulge of the past year is being unwound for this year RBI credit to the government ts being replaced by other banks credit to government While 
schtduli d soinincaial hanks'th posit giowih has accelerated credit growth continues to be sluggish bquity pnees have again resumed (heir upward tr^ 
with the HSH sensitive md national indicts now icLording more than 8^ 90 per cent increases over the 12 month period 

Macroeconomic Indicators 



Currency with the Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to CommI Sector 
Net foreign exchange assets of the 
banking sector 

Reserve Money (May 20 94) 

Net RBI Credit to Centre (May 20 94) 
Scheduled Commercial Banks (Mav 27 ' 
Deposits 
Advances 
Non food advances 
Investments 


Index Numbers of Industrial Weights 
Production (1980 81=100) 


91961 

159669 

214152 

240591 

58111 

149540 

99874 

94) 

126874 

167104 

155M1 

141707 


4779 (5 5) 
2470 (0 7) 
2621(1 2) 
-1581 (-0 7) 

1541 (6 5) 
1231 (2 2) 
517(0 5) 

2015(0 6) 
475 ( 01) 
2502 ( I 6) 
2211(1 6) 


9763(11 9) 
10829(3 1) 
10366(5 I) 
3390(1 4) 


7880(11 5) 
6637 (2 2) 
11154(6 3) 
3816(1 7) 


4406(8 2) 1278(5 1) 

10918(79) 13416(12 1) 

1091(3 2) 14811 (15 3) 


13060(4 2) 
3682 (2 1) 
2416(1 6) 
11414(8 6) 


8447(3 I) 
1729 (2 5) 
816 (06) 
6 (Neg) 


15159 (22 2) 
50112(16 9) 
27623(15 7) 
15577 (7 I) 

25912(101 8) 
26577 (24 0) 
1114(1 4) 

45242 (16 8) 
11640(7 7) 
7476 (5 1) 
26737 (25 3) 


7175(11 7) 
41741 (16 3) 
17975(11 4) 
32141(17 1) 


8050(15 2) 
43392(20 5) 
18070(129) 
16225(94) 


3747(17 7) 21205(1004) 
11274(113) 11726(12 4) 

2175(2 3) 5904(6 7) 

37814(16 4) 18216(19 8) 

26390(21 0) 9291(8 0) 

24317(201) 120922(8 4) 

15460(171) 15031(20 2) 


Peb Average forJFiwal Y ear So Far_ Va ria tion (Per Cent) Fiscal Year Averages 

1994 1993 94 1992 93 1992 91 1991 92 1990 91 1989 90 1988 89 1987 88 1986 87 


General Index 

KM) 0 

2400 

221 9(14) 

214 5(1 3) 


16 

-02 

84 

86 

Mining and Quarrying 

II 5 

258 0 

222 7 (2 8) 

216 6 ( 0 2) 


17 

04 

45 

61 

Manufacturing 

77 I 

2101 

2121(2 9) 

206 3 (3 5) 


09 

-1 8 

91 

06 

Eicctneity 

114 

287 1 

266 5 (7 0) 

267 7 (5 0) 


49 

8 5 

78 

108 


June 17 

Month 

1 Year 

1994 (So Pari 


1993 


End 

Capital Market 

1994 

Ago 

Ago 

Trough 

Peak 

Trough 

Peak 

1991 94 

BSF Sensitive Index 

4281 

1867 

2234 

2095 

4299 

2037 

3455 

3779 

(1978 79=100) 

(85 4) 

( 35 4) 

(-112) 






(657) 

National Index 

2015 

1878 

1041 

988 

2071 


934 

1659 

1830 

(1981 84=100) 

(90 5) 


(-101) 






(79 2) 




(t-11 9) 









1992 93 


2281 
(-46 8) 
1021 
(-48 I) 


42SS 
(266 9) 
1968 
(234 1) 


koreign Trade ^ 


Expoits Rscrore 
US $ mn 
Imports Ks crore 
USSmn 

Balanee ot Trade Rs crore 
US $ mn 


Apr 1994 


Cumulative for Fiscal Year So Far 


1994 95 


6217(12 8) 
1988(12 6) 
6144(13 8) 
1959(115) 
91 
29 


1993 94 


5528(39 6) 
1766 (28 9) 
5401 (44) 
1725 (-3 6) 
127 
40 


1993 94 


1992 93 


69547 (30 4) 51351 (21 1) 44042 (35 3) 
22173 (20 4) 18421 (3 1) 17866 (-1 S) 
72806 (15 7) 62923 (31 5) 47851 (10 8) 
23212(6 8)21726(119) 19411 (-194) 


1991-92 


1990-91 


32553(17 6) 
18143(9 I) 
43193(22 0) 
24071(132) 
-40,640 
-5,930 


1989-90 


27681(368) 

16626(190) 

35416(254) 

21272(91) 

-7,735 

-4,646 



June 3 

Mar 31. 

Foreign hxthange 

1994 

1994 Month Year Fiscal Year So Par 

Reserves 


1994 95 1993-94 


Vwiation Over 


Rscrore 


48629 

47626 

570 

28725 

1003 

-292 

27430 

5385 

10223 

-1383 

-795 

-647 

US $ mn 


15483 

15176 

216 

9156 

107 

-125 

8724 

731 

3183 

-1137 

-«54 

-t38<» 


Bconoflue Rnd ^ 











lades Numben of ladailrial 


Produetioa; U«e based 
Chwsiflcalioa 

(1980-81=100) 

Weights 

Average for 
April'Febniary 
1993-94 1992-93 

1992-93 

1991-92 

1990-91 

1989-90 

(988-89 

1987-88 

1986-87 

Basic industries 

.194.1772 

238.7 

229.3 

234.6 

226.8 

213.1 

199.4 

189.2 

172.2 

163.2 



(4.1) 

(2.4) 

(3.4) 

(6.4) 

(6.9) 

(5.4) 

(9.9) 

(5.5) 


Clapital goods Industries 

164.2713 

244.9 

234.8 

263.0 

267.1 

291.7 

251.4 

206.6 

192.9 

166.3 



(-3.9) 

(2.8) 

(-1.5) 

(-8.4) 

(16.0) 

(21.7) 

(7.1) 

(16.0) 


Iniennediate goods industries 

205.0679 

202.1 

181.2 

179.5 

174.1 

176.9 

168.8 

162.0 

144.9 

140.8 



(il.5) 

(5.0) 

(3.1) 

(-1.6) 

(4.8) 

(4.2) 

(11.8) 

(2.9) 


Consumer goods industries 

236.4833 

195.3 

1909 

184.3 

183.2 

189.0 

177.0 

166.2 

160.0 

145.7 



(2.4) 

(0.3) 

(0.6) 

(-3.0) 

(6.7) 

(6.5) 

(3.9) 

(9.8) 


Consumer durables 

25.5001 

3.57.4 

3116 

314.7 

323.5 

359.7 

325.0 

317.5 

259.6 

241.3 



(14,7) 

(-0.7) 

(-2.7) 

(-10.1) 

(10.7) 

(2.4) 

(22.3) 

a.6) 


Consumer 

210 96.35 

175.9 

176 3 

168.5 

166.3 

168 3 

159,1 

148.0 

147,9 

134.1 

Non-Durables 


(-02) 

(0 5) 

(1.3) 

(-1.2) 

(5.7) 

(7.6) 

(0.0) 

(10.3) 


Groupwisc Indes Numbers 



Average for 







of Industrial Production 

Weights 


April-February 







(1980-81=100) 


1993-94 

1992-93 

1991-92 

1992-93 

1991-92 1990-91 

1989-90 

1988-89 

1987-88 

20-21 Food products 

5.33 

151.6 

166.5 

171.1 

167.8 

1662 

169.8 

150.9 

148.5 

1390 



(-8.9) 

(-2.7) 


(1.0) 

(-2.») 

(12.5) 

(1.6) 

(6.8) 

(4.4) 

22 Beverages, tobacco and 

I..57 

130.3 

111.7 

120.3 

114.2 

118.9 

104.8 

103 0 

92.1 

84.9 

tobacco products 


(16.6) 

(-7.1) 


(-4.0) 

(13.5) 

(1.7) 

(M.8) 

(8.5) 

(-13.8) 

23 Cottrni textiles 

12.31 

155.3 

148.9 

138.6 

131.6 

126.2 

126.6 

112.3 

107.8 

111.2 



(4.2) 

(7.5) 


(4.3) 

(-0.3) 

(12.7) 

(4.2) 

(-3.1) 

(-1.2) 

23 Jute, hemp and mesta textiles 

2.00 

103.9 

85.8 

94.8 

86.7 

90,4 

101.6 

97.4 

101 9 

91.0 



(21.0) 

(-9.4) 


(-4.1) 

(-11.0) 

(4.3) 

(-4.4) 

(12.0) 

(-10.0) 

26 Other textiles (inci wearing 

0.82 

73:4 

75.8 

98.1 

76.0 

97.2 

103.2 

151.7 

134.2 

91 8 

apparel other than footwear) 


(-3.1) 

(-22.7) 


(-21.8) 

(-5.8) 

(-32.0) 

(13.0) 

(46.2) 

(5.4) 

27 Wood and wood products. 

0.45 

200.3 

192.6 

186.5 

193.2 

185.0 

197.2 

176.0 

171.7 

161.7 

lurainiie and fixtures 


(4.0) 

(3.3) 


(4.4) 

(-6.2) 

(12.0) 

(2.5) 

(6.2) 

(-34.3) 

28 Paper and paper products and 











printing, publishing and allied 

3.23 

224.8 

210.6 

206.9 

212.0 

209.6 

198 0 

181.5 

171.3 

166.3 

industries 


(6.7) 

(1.8) 


(1.1) 

(5.9) 

(9.1) 

(6.0) 

(3.0) 

(1.9) 

29 Leather, leather and fiir products 

0.49 

197.1 

188.4 

189.6 

195.5 

196.7 

194.3 

188.3 

177.3 

185.5 

(except repair) 


(4.6) 

(-0.6) 


(-0.6) 

(1.2) 

(3.2) 

(6.2) 

(-4.4) 

(4.4) 

30 Rubber, plastic, petroleum and 

4.00 

174.4 

174,7 

170.8 

176.8 

172.9 

174,0 

173,5 

168.3 

155.1 

coal products 


(-0.2) 

(2.3) 


(2.3) 

(-0.6) 

(0 3) 

(3.1) 

(8 5) 

(3.7) 

31 (Hiemicals and chemical products 

12.51 

297.5 

275.0 

256.0 

276.7 

262.8 

2.54.1 

247.6 

236.6 

200.9 

«oepc petroleum and coal products 

(8.2) 

(5.8) 


(5.3) 

(3.4) 

(2.6) 

(4.6) 

(17 8) 

(14.5) 

32 Non-metallic mineral products 

3.00 

211.9 

205.2 

203.2 

209.1 

205.2 

193.1 

189.9 

184.6 

158.1 



(3.3) 

(1.0) 


(1.9) 

(6.3) 

(17) 

(2.9) 

(16.8) 

(-1.4) 

33 Basic metal and alloy products 

9.80 

176.4 

166.3 

166.8 

174.2 

168.5 

158.8 

143.7 

144.9 

135.6 



(6.1) 

(-0.3) 


(3.4) 

(6.1) 

(10.5) 

(-0.8) 

(6.9) 

(6.9) 

34 Metal products and parts except 

2.29 

126.7 

125.1 

136.6 

126.2 

140.0 

143.1 

142.6 

)33.5 

129.6 

1 machinery and transport equipment 

(1.3) 

(-8.4) 


(-9.9) 

(-2.2) 

(04) 

(6.8) 

(3.0) 

(4.2) 

35 Machinery, machine tools and 

6.24 

186.2 

177.0 

178.7 

176.3 

184.4 

186.9 

171.9 

161.1 

139.2 

pans except electrical machinery 

(5.2) 

(-1.0) 


(-4.4) 

(-1.3) 

(8.7) 

(6.7) 

(15.7) 

(-1.8) 

36 Electrical machinery, apparatus 

5.78 

443.2 

456.0 

444.3 

477.8 

493.6 

563.6 

459.2 

348.2 

335.2 

and appliances, etc. 


(-3.7) 

(3.5) 


(-3.2) 

(-12.4) 

(2.7) 

(31.9) 

(3.9) 

(31.6) 

37 Transport equipment and parts 

6.39 

209.7 

193.4 

188.0 

197.4 

191.5 

192,5 

181.1 

172.5 

151.8 



(8.4) 

(2.9) 


(3.1) 

(-0.5) 

(6.3) 

(5.0) 

(13.6) 

(4.8) 

38 (kher manufacturing industries 

0.90 

263.8 

271.5 

261.9 

273.7 

269.9 

321.8 

333.2 

30S.6 

272.1 



(-2.8) 

(3.6) 


(1.4) 

(-16.1) 

(-3 4) 

(9.0) 

(12.3) 

(15.6) 

Total manufacturing 

77.11 

212.3 

206.3 

201.5 

207.1 

204.6 

207.8 

190.7 

175.6 

161.5 



(2.9) 

(2.4) 


(2. 

(l.J) 

(9.0) 

(8.6) 

(8.7) 

(7.9) 

Frodactimi of Ssmthctic FilMea 

Fbb 

Variation Over 

Cumulative for Fiscal 

1992-93 

1991-92 

1990-91 

ib 

1994 

Month 

Year 

1993-94 

1992-93 





Synthetic Hbies 











1 ViscoK filMnent yam (tons) 

4037 -789 (-16.3) 

166(42.9) 

48029 (9.0) 

44079 

47950 (-9.0) 

52687 (3.4) 50943 (3.5) 

2 Viacose tyre yam (tons) 

800 

15(1.9) 

-15 (-1.8) 

9586 (Z7.0) 

7546 

11977(12.6) 

10634 (3.1) 10314 (-31.0) 

3 Pitiyesler staple fibre (Moa) 

16444 -1717 (-9.5) 

2720 (19.8) 181257 (23.2) 

147169 

161034 (18.3) 

136136(1.4) 134207 (5.6) 

4 NyhM flhniM yam 

3305 -398 (-10.7) 

6)4 (22.8) 

34711 (16.6) 

29782 

32467 (6.4) 30477 (664.2) 3988 (-87.7) 

S A^ilcitipia fibre (MM) 

6130 

152(2.5) 

2080 (51.4) 

61957 aiO) 

51190 

56467 (21.4) 

46505(8.6) 42823(71.1) 

6 Pb^Ntarfiaaontyim^oM) 

23iM4 -2274 (-8.8) 

1553(7.1)262998(17.8) 

223345 

24S0I3 (19.4)205162 (10.8) 185247 (18.4) 

7 Nytai lyre yam (im) 

2972 -693 (-18.9)-403 (-11.9) 

39064(3.1) 

37899 

39483 (5.0)37617 (-12.6) 43031 (29.3) 

S CipraiacMBB (M|H> 

;97S6 

325 (34) 

3680 (60.6) 

81730 (56.4) 

52246 

55000(19.6) 

46000(70.4) 27000(28.6) 


BR 0) SupAsci^ HaiMnl deaqle* lo which %ire reiaiBt, e g. tupenciiiil ’ Hand* for July, (ii) Figures in brackets are percentage variation* 
. awllM imiodiliMilMalrQverilieisMH^^ (iii)wanizero. 
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COMPANIES 


EPW Research Poumfatioii 


niAN IM'l slKlI S 

Rising Market Share 

ni \N IN[)l STRIlSiIlMIdmirlyTilin 
Wdtchtsj his tnui}>cil is i m ijor 
nuuiulac(iiKi lit/vs lUliosiiitiK < ouniiy 
vvitli 1 N) per eiiil iniikcl sh.iie ( ouploil 
WKliili 1 S pel Lent iiuiiksl sli lu of hliitx 
Wat h (vvhost pioifiiction i' sold iltd 
loirkiiiil ii> Ill till* LOinpiiiy s tlleitivc 
111 I Ki I ‘i IK sii od It |K*i ..int ol Indian 
111 k ipi II / in ilot> witehi’s ind ihoiii I'v 
l<i r 1 II III tile estini lied 18 million w Uelies 
sold in tin ii'uiiiv every Veil ineluding 
lllLehillle li i|i. < 11 / iiid digit ll vvatelle's from 
ill iiidit:i lions iiul iiiipotU'd senirccs both 
le'gil ind odii luisr Kelon£ ing to the I ita 
gtoiip ol Ioiiinline’s II Ills the eoutUiv s 
liige’si I'lie'M led i,u in/ w ileli and eoni 
pnneiil pi ml enip' lyiiig 2 (MX) people’ and 
using tile I 111 I leelinoloev I Ol the ye ir 
|Mn2‘»( vliil ill lompiiiv s net sales lose 
bv ’ V 4 I 11 1 1 III o ei the pio/ioiis ve li 
optfuiiii’ piolil iiiipioved by 2 8 |K*r eent 
How Ve the on pi IV sin iiginswerennde’r 
pie’esiieilu I I li I lop 111 thee onsuine’r 
iliir ible in like I liighiiiteii I I ites inere’ise’ 
in opi 1 tlini’ I o I and liie li up inert’ase’ in 
e’xei e’le vies indeOiisee|iuiltlv lie'tpiolit It'll 
by 2 S pel ee'iit During the >e ii the’ eorri 
pany s equity e ipilal lose bv “v? *> per ee’iit 
iollowiiig eonveisioii ol ils 12 ^ jie’r tent 
eonve’itible' delientiirts iiid the rights issue 
(it equity shuts in Dceeniber 1992 Ihe 
dt'lieiituie tonvci ion ind tights issue* have 
added I lie’t tv RsM ' eioit lotheeonipanv s 
reseivi i ikin» ds Uiok v due lioin Rs 11 51 
toKs28 11 I >1 spite Ihe tall in net piotit ind 
the riet' in eqintv eapit il Ihe eoinpiny hiked 
the* dividend rile Ironi 2() (K’i t..nt last ye ir 
to 22 pe’r ent nliiliiig i pioportion iiely 
higlici dividend ouigo 
hodtielioii during the veai touehe’d 2’’ 
million niove’inents I 5 million eases and 
2 6 million w lie he’s whieh represented a 
growth ol 5 |ier eeiil ’’ 4 per tent and 15 pci 
tent, respectively over the' picvieius year 
with the ease plant it Hostir and nsseinblv 
unit It Dehn Dun lehicving full rated 
eapieiiv Despite the letession in the 
consume’i durable m iiket the eonipany 
maniged lo me lease sale in volume terms 
by 15 pet e ni to 2 57 million (2 24 million) 
watclies while sale teilisaiion increased by 
21 pel tent over the same penod Meanwhile 
exports 'ose sigmtieantly by 75 per eent lo 
Ks 6 erore with the e omp my eonlinuitig to 
expand its coverage ol west Asia Though 
tmpoits lor 1992 91 amounted lo Rs 17 5 
erore the eimip inv cxfK’tts lo bceome a net 
foreignexeli ingeiii 1994 95an(l.dsocxpeets 
to entci the I K mirket Ihe lompanv s 
ongoing eapit d i \pt luliture plan which is 


eslini ite'vl 11 aiound Rs 225 eroic tonstitule’s 
Rs 107 itoie lot capacity expansion and 
iiidigenis ition Rs 21 eiore lor jcwe'llery 
w lie lies Rs 11 tfoic lor the jewellery 
nunulaeluiitig unit Rs 15 erore lor 
inlra'itiueiural support and Rs 27 eroie lot 
investment in assoeiatede ompames including 
liniex Iitan lime Pioduets and litan 
Properties In line with its sUategy to go 
global 11 |)l ms to launch a tangc of watches 
uid lewellery m I uropc in January 1995 tor 
which It has floated a wholly owned 
subsidiaiy in the NctheiKinds T ilanHoldings 
BV with in approved investment ol 5 2 
indliem It plans to move an application tor 
in 'idditional capital mliisionot S6 7million 
Ihe loreign exchange will be utilised lor 
setting up f uropean operations and to 
pure base Ihe I itan branii name which is at 
present held bv Andimesa a Spanish lamily 
ol w ilehmakc’is 

Me’an w 1IIIc theeompany s plans to increase 
Its eapieity to 1 5 million watehes thiough 
pioelui iivity impiovcments and by the 
addition ol balancing equipment Case 
inanul iciuring capacity which has already 
lieen enhanced in 1992-91 Iroin 1 2 miiltnn 
to I 6 million cases per annum is again to 
be me leased to 2 2 million and the ease plant 
now plans to eoncenlrale on more sophi 
siicalc’d and e'xpcnsivc eases 

Kir the year 1991 94 the company note hed 
a (eiinovcr ot Rs 228 8 erore while net proltl 
soiie I lei Rs 19 I erore Meanwhile the 
comp inv s I losur plant has run into rough 
wealhei with the iiunagcmeni declanng a 
lockout at both Its witch factory and 
lewellcty unit Ptoduetion had been illeelcd 
since June I duo lo a flash stiike by a section 
ol the labourcts who ire deni uuling 
rcinsialcmcni ol a female trainee 

WOCKHARDI 

Seeking OtTshore Funds 

Woekhardt the Bombay based pharma 
ceutical company which went public in early 

1991 saw a 4U pet cent rise in net sales and 
a 29 7 per cent rise in operating profit in 

1992 91 After a 84 per tent decline in 
intcicst charges and a nse of 10 7 per cent 
m dcprceiation provision, net profit tell to 
Rs 19 6 erore for the year The fall in net 
plot It was somewhat deceptive tor, there was 
1 I ugc non operating income last year at 
Rs 16 2 erore on account of writc-back ot 
depreciation which does not appear this 
year A net foreign exchange earner, the 
company s exports dunng the year rose by 
25 per cent to touch Rs 13 2 erore Over the 
last five years its sates have grown three 
times, profits by seven times and fixed assets 
base by 2 5 times Further, tl plans to invest 


an estimated Rs I (K) c rore in a new plant and 
newer technologies in the next three years 
With the company spending more than one 
pet cent of its net sales on R and D its 
existing tacilities are ranked among the finest 
in the country Its new Rs 10 erore R and D 
centre lor research into pharmaceuticals, bulk 
drugs, biotechnology nutrition ayurveda 
and packaging development was expected to 
be commissioned in December 1991 The 
company s public issue which was made at 
a hefty premium has added more than Rs 51 
ciotc to Its reserves taking ilsliook value to 
a phenomenal Rs 81 77 (Rs 41 51) 

The company s new bulk drugs plant at 
Ank Icsh war was commissioned Ihi ec months 
ahead of schedule in April 1993 and Us LVP 
plant expansion was expected to become 
operational in early 1994 It has plans to set 
up a subsidiary in the UK christened, 
Woekhardt burope, which will explore the 
avenues for importing goods from India and 
selling them m Ihe Furopcan and American 
markets Woekhardt international a wholly 
owned subsidiary ot the company saw a 
more than lUO per cent use in net sales and 
a 100 per cent nse in net profit 

With the successful completion ot the 
company s recent $ 75 million global 
depository receipts (GDRs) issue it has 
hcceiinc the first Indian pharmaceutical 
company to raise offshore lunds and the tii st 
Indian company lo do so at a P/b multiple 
ol 22 The issue which was made at a 1 per 
cent premium on Ihe cuircnt market pnee, 
willincrcasetheconipany sequttybyRs 17 5 
cioic and enlarge Us nel worth lo Rs 190 
erore, which it claims is the highest in the 
industry T he proceeds of the issue will go 
Inwards part linancing Ihe company's 
diversification plans in bulk drugs and other 
research projects 

Meanwhile lor the six months ended 
December 1993 the company earned a net 
protit ol Rs 16 5 erore on net sales of 
Rs 85 4 erore 

MbRIND 

Diversification Plans 

Merind, incorporated in technical and 
financial collaboration with Merck and 
Company ol the US, is engaged in the 
manufacture ot chemicals and pharmaceu¬ 
ticals The company’s net sales for 1992-93 
rose by 33 per cent over the previous year 
while opeiating profit Tnereas^ by 32 6 per 
cent A sharp nse in interest charges and tax 
provision however led to a lower nse of 16 4 
per cent in profit after tax Despite the nse 
in profits the company’s margins continue 
to remain low as the products manufactured 
by It fall under the Dnigs (Pnees Control) 
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The Wecfc^s Companies 

(Rf lakh) 


Financial Indicators 

Tltnn 

Industries 

Wockhardl 

Merind 

Kesar 

Fnterpnses 

Tii-Slar Soya 
Products 


March 

1993 

March 

1992 

June 

1993 

June 

1992 

March 

1993 

Match 

1992 

March 

1993 

March 

1992 

Marih 

1993 

March 

1992 

lacom^appropriations 

1 Net sales 

19121 

15501 

12840 

9181 

7392 

5558 

6955 

5536 

7586 

7214 

2 Value of production 

19644 

16497 

13373 

9883 

7206 

5801 

8023 

5942 

8129 

7270 

3 fond mcomf 

19804 

16546 

13846 

9919 

7324 

5853 

8461 

6386 

8167 

7635 

4 Raw materials/stores and spares 
consumed 

9591 

8529 

6778 

1532 

2092 

1670 

4325 

3334 

6445 

6139 

S Other manufactunng expenses 

202 

114 

1035 

716 

2031 

1590 

1294 

1155 

415 

210 

6 Remuneration to employees 

1280 

815 

742 

670 

1157 

919 

531 

457 

93 

73 

7 Other expenses 

5075 

3532 

2498 

1847 

1467 

1239 

813 

528 

753 

672 

8 Operating profit 

3656 

3556 

2793 

2154 

577 

435 

1498 

912 

461 

541 

9 Interest 

1846 

1772 

586 

640 

273 

1/7 

859 

468 

172 

172 

SO Gross profit 

1805 

1784 

2248 

3134 

317 

260 

619 

440 

289 

380 

It Depreciation 

723 

674 

290 

262 

71 

57 

408 

344 

60 

49 

12 Profit before tax 

1082 

1110 

1958 

2872 

246 

203 

211 

96 

229 

331 

n Tax provision 

0 

0 

0 

0 

125 

99 

0 

0 

29 

37 

14 Profit after tax 

1082 

1110 

1958 

2872 

121 

104 

211 

96 

200 

294 

IS Dividends 

689 

537 

382 

11 

49 

45 

91 

73 

83 

83 

16 Retained protil 

393 

573 

1576 

2861 

72 

59 

120 

23 

117 

211 

LiabiliUesfassets 

17 Paid-up capital 

4228 

2684 

1453 

1130 

ISO 

180 

360 

360 

416 

416 

18 Reserves and surplus 

/782 

1215 

II02I 

4100 

514 

441 

1108 

983 

948 

832 

19 Long term loans 

9840 

7256 

1718 

2151 

318 

311 

1624 

983 

447 

555 

20 Short term loans 

1604 

4816 

151 

1633 

1154 

940 

3318 

2457 

722 

7 

21 Of which bank borrowings 

1104 

2128 

148 

1459 

598 

466 

2711 

1800 

722 

7 

22 Gloss fixed assets 

15888 

11565 

6533 

5648 

1219 

1114 

5130 

4590 

1104 

926 

23 Accumulated depreciation 

2751 

2046 

1351 

1053 

582 

521 

2164 

1759 

31" 

258 

24 Inventories 

8639 

7163 

3440 

2884 

1232 

1349 

4031 

2973 

1143 

750 

Is Total assets/liabilities 

27057 

19532 

16445 

10427 

3310 

264 3 

8718 

7023 

3257 

2550 

MisccUancous items 

26 Excise duty 

0 

0 

761 

636 

380 

327 

482 

374 

0 

0 

27 Gross value added 

5132 

4544 

3683 

6132 

1857 

1393 

1957 

1345 

530 

576 

28 Total foreign exchange income 

665 

379 

1331 

1064 

494 

302 

1235 

1509 

4103 

2791 

29 Total foreign exchange outgo 

4491 

2835 

109(1 

773 

546 

452 

22 

14 

14 

15 

Key financial and performance ratios 

30 Turnover ratio (sales to total assets) ) 

70 7 

81 7 

78 1 

88 1 

223 3 

210 3 

79 8 

78 8 

232 9 

282 9 

31 Sales to total net assets (%) 

81 5 

97 1 

89 5 

101 9 

341 3 

296 9 

108 5 

1157 

299 5 

398 6 

32 Gross value added to gross fixed 
assets (%} 

32 3 

39 3 

56 4 

108 6 

152 3 

125 0 

38 1 

29 3 

48 0 

62 2 

33 Return on investment (gross profit 
to total assets) (%) 

67 

94 

13 7 

30 1 

96 

98 

7 1 

63 

89 

14 9 

34 Gross profit to sales (gross margin) (%) 

94 

II 5 

17 5 

34 1 

4 3 

\ 1 

89 

79 

38 

5 3 

3S Operating profit to sales (%) 

19 1 

22 9 

21 8 

23 5 

7 8 

7 8 

21 5 

165 

6 1 

75 

Profit before tax to sales (%) 

57 

72 

15 2 

31 3 

3 3 

3 7 

30 

1 7 

30 

46 

Tax provision to profit before tax (%) 

00 

00 

00 

00 

50 8 

48 8 

00 

00 

127 

112 

38 Profit after tax to net worth 
(return on equity) (%) 

90 

28 5 

157 

54 9 

17 4 

16 7 

144 

7 1 

14 7 

23 6 

39 Dividend (%) 

22 0 

20 0 

30 0 

1 0 

27 0 

25 0 

26 0 

21 0 

20 0 

20 0 

40 Earning per share (Rs) 

2 56 

4 14 

13 48 

25 42 

6 72 

5 78 

6 09 

2 75 

481 

7 07 

41 Book value per share (Rs) 

28 41 

14 53 

83 77 

43 5*3 

38 56 

34 50 

42 12 

38 49 

32 79 

30 00 

42 P/E ratio (based on latest and 
corresponding last year’s pneej 

58 6 

164 

57 9 

95 

40 2 

20 8 

12 1 

19 6 

94 

69 

43 Debt-equity ratio (adjusted for 
revaluation) (%) 

81 9 

186 1 

14 1 

43 7 

45 8 

50 1 

1106 

73 2 

32 8 

44 5 

44 Short term bank borrowings to 
inventories (%) 

12 8 

29 7 

43 

50 6 

48 5 

34 5 

67 3 

60 5 

63 2 

09 

45 Sundry creditors to sundry debtors (%) 

191 8 

297 9 

41 9 

41 6 

88 1 

182 1 

486 1 

797 3 

104 

618 2 

46 Total remuneration to employees 
to gross value added (%) 

24 9 

179 

20 1 

109 

62 3 

66 0 

27 1 

34 0 

175 

12 7 

Total remuneration to employees 
to value of production (%) 

65 

49 

55 

68 

16 I 

158 

66 

77 

1 1 

1 0 

48 Gross fixed assets formation (%) 

37 4 

15 8 

166 

137 

94 

23 5 

II 8 

16 2 

19 2 

7 8 

49 Growth in inventories (%) 

206 

14 3 

19 3 

00 

-8 7 

48 6 

35 6 

22 3 

52 4 

07 
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Older, 1987. It is creating new lines of 
business (LOBs), namely, production of bulk 
synthetic chemicals, exports and immuno- 
diagnostics. While viable processes for two 
bulk drugs based on in*house R and D are 
in the final stages of development, the 
company recently launched ’inras’—an 
antihypertensive and also commenced 
production of the bulk drug cyproheptadine. 
Presently it meets the total national demand 
for vitamin B-12. Export dunng the, year 
increased by 64 per cent and the company 
plans enter the sophisticated user markets of 
the western world in the near future. 

For the year 1993-94the company expected 
production to go up following the com¬ 
missioning of a new sterile manufactunng 
facility for injectibles in May 1993. Further, 
it has signed a co-marketing agreement for 
vaccines with Indian Immunologicals, a unit 
of National Dairy Development, and a 
memorandum of understanding with ICI 
India in the area of veterinary formulations. 
During 1993-94 the company introduced 
three new pharmaceutical modules and 
initiated steps toobtain ISO9000certification. 
In a bid to restructure its capital structure 
through a better balance between owned and 
borrowed capital and to reduce the high 
interest costs, thecompany entered the capital 
liurket with a rights issue of equity shares 
at a premium of Rs 60 per share in the ratio 
of one share for every share held. The 
company’s equity capital has doubled 
following the rights issue while reserves 
have been strengthened by a hefty Rs I lO.S 
crore. For the year 1993-94 the company’s 
total income has risen to Rs 77.4 crore while 
net profit has more than doubled to Rs 2.6 
crore. The rise in profit is somewhat due to 
a decline in operating expenses and interest 
charges. The company has raised the dividend 
rate from 27 per cent in 1992-93 to 30 per 
cent which representsahigherdividend outgo 
due to the rise in equity capital. 

TRI-STAR SOYA PRODUCTS 

Technology Upgradation 

Tri-Star Soya Products which is engaged in 
the processing of soyabean and manufacture 
of refined oil saw a drastic fall in 
profitability in 1992-93 in spite of achieving 
a higher capacity utilisation of 67 per cent 
as against 59 per cent achieved last year. 
There was a steep decline in the price of 
finished goods without a corresponding 
decline in the price of soyabean and 
consequently, despite a S.2 per cent rise 
in net sales, the company's operating and 
net profits fell by 14.8 per cent and 32 per 
cent, respectively, over the previous year. 
Though sale of refined/degummed oil 
increased by 77 percent from 3,918 mt last 
year to 6,937 mt. sale realisation cose only 


36 p^t cent from Rs 12 crore to Rs 16.4 
crore over the same period. Sale of crude 
oil was also lower at 7,023 mt (Rs 16.9 
crore) as against 10,460 mt (Rs 30.7 crore) 
sold last .year. The company managed to 
show a rise in net sales mainly due to the 
higher realisation on de-oiled cake/powdef 
(which saw a 43.2 per cent ri.se over the 
previous year despite a 9 per cent lower 
sale in volume terms) and a 47 per cent 
rise ih exports which constituted up to 54 
per cent of net sales as against 39 per cent 
in 1991-92. 

Meanwhile, in tandem with its strategy 
to go in for value addition as a process of 
forward integration, the company has 
switched over from the production of 
normal quality soyabean meal to HIPRO 
quality soyabean meal through techno¬ 
logical upgradation. In order to achieve 
economies of scale the company undertook 
expansion of its existing soyabean 
processing capacity fromSOOmtpato 1,000 
mtpa in two phases at a total cost of Rs 
8 crore. The first phase of the project was 
expected to commence commercial 
production in October 1993. In order to 
cater to the growing demand for texturised 
soya, proteins and its fairly good 
acceptability in normal diet by ail classes 
of consumers, the company is implementing 
a Rs 8 crore modern texturised soya protein 
manufacturing plant in two phases, the first 
of which was expected to commence 
operations in January 1994. Further, the 
first phase of the company’s 10,000 mtpa 
vanaspdti manufacturing unit which is being 
set up at a total outlay of Rs 9 crore, was 
expected to be operational by April 1994. 
The company also plans to enter the con¬ 
sumer market for the sale of texturised soya 
protein, soya flour, vanaspati and refined 
oil in consumer packs. 

For the first half of 1993-94, the 
company’s net sales and net profit stood 
at Rs 23.7 crore and Rs 0.8 crore, 
respectively. With its expansion-cum- 
modernisation programmes expected to 
become operational in the second half of 
1993-94, the company’s performance is 
expected to be better in the latter half of 
the year. 

KESAR ENTERPRISES 

Improyed Peiformance 

Following a steady decline in net profits over 
the last three yean, Kesar Enterprises has 
managed to improve its performanoe in 
1992-93, its diamond juWlee year. The 
company is engaged in the manufacture of 
sugar through the doable sulphination pro¬ 
cess and alctrtiol spirits at its sugar factory 
and distillery in Uttar Pradesh. The 
modemisatioDcarriedoittatta sug^fictoiy 
eariier led to a hi^isr cniahing rale ^4K)0 


ted in the crushing season of 1992-93 and 
actual productionof sugar rose by 22 per cent 
over the previous year to 73 J03 mt. Sde j 
of sugar was also hij^ by 24.4 per cent ^ 
at 67,803 mt as against 54,494 mt sold in 
the previous year while sale realisation rose 
by 35.6 per cent due to the higher prices 
obtained. Production of rectified spirit at the 
distillery division rose by 50 pa cent ova 
1991-92 to 10,868 kl while that of spiced 
country liquor rose to 4.206 kliB artist 
59 kl produced last year. Though production 
and sale of denatured spirit in volume terms 
was lower during the year, sale realisation 
rose by more than 10 times over thejirevious 
period. The company’s ENA and IMFL 
plants, after initi^ difficulties, also com¬ 
menced production during the year. 

Ontheftnancialfront,whilethecompany’s ( 
net sales rose by 25.6 per cent in 1992-93, 
operating profit rose by 64.3 per coit and 
net profit nore than doubled to Rs 2.1 crore. 
Despite the rise in profits the company’s net 
profit margin remained low at 3 per coit 
mainly due to the higher interest burden 
which amounted to I2.4percent ofnet sales. 
Encouraged by its improved performance 
the company raided the dividend rate from 
21 per cent last year to 26 per cent. The 
benefits of decontrol of molasses and alcohol 
by the central government however could 
not be availed of by the company due to the 
policy of the state government which banned 
the export of molasses and alcohol out of the ^ 
state. The company, which won the Export ’ 
Promotion Award for the year 1991, saw a 
18.4 per cent decline in its alcohol exports 
to Rs 12.3 crore in 1992-93. 

For 1993-94thecompanyexpectscnishing 
to be somewhat less due to the reduction in 
the area under cane crop nor is the production 
of alcohol expected to increase significantly. 
However.the distillery is expected to perform 
better as the production of country liquor, 
ENA and IMl^ will add to profitability. The 
government’s policy of liberalisation is also 
expected top vea rilliptoimpoits andexports 
of bulk liquid chemicals. 

Following the conversion of fully ^ 
convertible debemures in July 1993, the 
company’s equity capital has risen to Rs 6.2 
crore. Kesar Marble and.Granite, a 100 per 
cent export-oriented unit andawholly-ow^ 
subsidiary of the company, commenced 
conunerctalproductioninOctoba 1992. Due 
to certain teething problems and non¬ 
availability of electric supply from the state 
electricity board, however, the company 
suffered a loss following intamittem and 
below capacity production for the six months 
ended March 1993. The company has al¬ 
ready exported a few consignments and 
response to its product quality has leportetBy 
bem encouraging. For the first six montits 
of the current year, the company sufftited 
ana ton of fo 2.1 etoie on net sales of 
IU37Jci»>re. 



Random reflections 


Adjustment Programmes and Interest 
Rate Policy 

Anin Ghosh 

The policy of imposing high interest rates on a stagnant economy is the 
direct result of the obsession of the present policy-makers with success 
in the financial markets rather than in the matter of growth of the real 
economy. 


THE standard IMF prescription for 
restoring balance to an economy in balance 
of payments difficulties is two-fold: devalue 
the cunency and tighten up the monetary 
policy. Currency devaluation is expected to 
repress import demand and encourage 
exports. Ti^t monetary policy is, likewise, 
expected to reduce investment demand at 
home and thereby dampen inflationary 
trends. 

It needs hardly to be re-stated that these 
policies are: (a) typically suited to industrially 
developed countries, and (b) a strictly 
monetarist approach to the problem of 
disequilibrium (between aggregate demand 
and aggregate supply) in a developed 
economy. 

To these two standard planks of policy, 
the World Bank has traditionally added a 
third, and of late a fourth. The structural 
adjustment of developing countries—which 
aretypically short of capital—calls fur raising 
the price of capital through an increase in 
interest rates. Iliis is on the premise that the 
raising of interest rates would promote more 
labour-intensive methods of production. 
Finally, of late, the World Bank has added 
a fourth policy dimension: privatise all 
economic activities because government is 
by definition a less efficient economic agent 
than private enterprise. Needless to say, this 
philosophy has gained ascendancy only 
recently, since the 80s, and has got a shot 
in the arm as a result of the collapse of the 
socialist regimes in the east European 
countries. 

There are numerous studies on the effect 
of these programmes, as observed in different 
countries following the Fund/Bank 
prescriptions. Quite a few of the studies are 
highly critical; quite a few others somewhat 
apologetic. It may be added thdt most studies 
relating to the impact of the (externally 
dictated) adjustment programmes have been 
undertaken by researchers from within the 
Fund/Bank: quite a few studies have been 
made by independent experts (some times 
commissioned by the Fund or the Bank); and 
a few by economists from the affected 
countries. By and large, with, a few 
Mceptions, the {Hirsuit of these 'externally 


dictated’ programmes has been found to 
have accentuated rather than alleviated the 
economic problems of developing countries. 

It is not proposed here to go into the 
theoretical construct—and the intqipropriate- 
ness—of these Fund/Bank dictat^ ^just- 
ment programmes. Nor is it necessary to 
detail the actual experience of different 
countries pursuing the strategy laid down by 
the Fund/Bank. The success stories, let it be 
stated for the record, can be counted on the 
fingertips. That is neither here nor there. This 
essay purports to deal with only one aspect 
of the structural adjustment policies, the 
problem of interest rates, which is a major 
element in the programme of adju.stment 
recommended by the IMFAVorld Bank. 

MONFrARKST APPROACH 

The idea of playing around with interest 
rates is essentially a part of the ‘monetarist 
approach’ tocconomic management, namely, 
to control money supply through credit 
regulation. Nobody would deny that 
extremely liberal credit could help fuel 
inflation. But somehow, along the line, 
Keynes' devastating critique of the interest 
rate as the regulator of money supply and 
the mediator of equilibrium between savings 
and investment has been forgottdh. After the 
experience of the decade of the 70s, when 
diverse factors made nonsense of Keynesian 
pump-priming policies in the OECD 
countries, and when ‘stagflation' .became 
the order of the day, the attention of policy¬ 
makers got riveted to the need to tame 
inflation as the first priority. 

It IS difficult in economic matters to 
establish clear causal relationships, 
something easily done in physical sciences, 
which follow certain immutable laws. The 
sudden and steep oi I price hike of No vember 
1973 had an immediate Inflationary impact 
on the industrialised countries because of 
their heavy (and increasing) dependence on 
hydrocarbons as the primary source of 
energy. It was then that the developed 
countries of the west woke up to the urgent 
need for economy in the use of energy for 
their industrial processes; meanwhile, as a 


counter to inflation, their simple remedy was 
a tight monetary policy and deflation. This 
got reflected in a sudden decline in the 
demand for primary products, which led to 
a steep decline in primary product prices and 
a sharp deterioration in the terms of trade 
of developing countriei (which also felt the 
effect of rising prices of manufactured 
pnxJucts, especially capi tal goods, following 
the oil price hike). Thus, the developed 
(industrialised) countries were able to pass 
on the cost (to them) of the oil price hike 
to non-oil-producing developing countries. 
But that IS a separate story, though in a sense 
linked to the present theme, because the 
standard recipe for ‘adjustment’ (in the 
textbooks of the IMF and the World Bank) 
was the same for ail countries: devalue the 
currency externally and dcllatc the currency 
internally. In fact, since the result was 
further deterioration in the terms of trade 
ofdeveloping countries, the remedy helped 
only to accentuate their problems. That, in 
general, sums up the historical evolution 
of the ‘wrongly directed‘ adjustment 
programmes introduced by developing 
countries generally, at the instance of the 
IMFAVorld Bank, in the 70s and the 80s. 

We need not go into the evolution of the 
Reagan-Thatcher policies during the 80s. 
This essay is not concerned with the 
successive policy reorientations of the 
developed countries, which have helped them 
to aggrandise most of the benefits of trade 
during the two decades of the 70s and 80s, 
at the cost of primary producers in the world 
in general, and in Africa and Latin America 
in particular. Let us get back to the main 
theme—the issue of interest rate policy— 
and relate the same to the extant policies in 
India. 

Under the Fund/Bank economic 
philosophy, the interest rate plays a crucial 
role in the adjustment’ of an economy in 
disequilibrium. The Fund sees the interest 
rate as the primary instrument for regulating 
credit supply, and therefore as the means of 
taming inflation. In an industrialised countiy 
which may be ‘overheated’ —whatever the 
reason—this makes sense. But in a develop¬ 
ing country, where the basic structural 
problem is that of low productivity and/or 
the underemployment of the labour force, 
the remedy is totally unrelated to the disease; 
in fact, the doctor is merely presenbing a 
drug intended to bring down blood pressure 
to a patient suffering from malnutrition. 

DeSHMIIKH’S IN.SIGHT 

Years back, in 1935 when the Reserve 
Bank of India was first constituted, 
Chintaman Deshmukh introduced what was 
then known as the ‘cheap money’ policy. 
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Item 

1980 81 

I98S-86 

1990-91 

1991-92 

1992-9; 

1 

2 

1 

4 

5 

6 ' 


A Short-term Rales 




ank Rate (a) 

9 00 

10 00 

1000 

1200 

12 (X 

Treasury bill rate (b) 

(i) 91-day 

4 60 

460 

460 

460 

46( 

(ti) 91-day (b) 





880-1061 

(III) 182-day 



9 95 10 08 

8 77-1008 

7 80-8 4( 

<iv) 164 day 





9 88-10 21 

2 DFHI s Discount Rate 






(i) 182 day treasury bills bid 



1000 11 80 

8 75-14 00 

9 75-12 0( 

- offer 



9 IS It 20 

8 20 1150 

' 9 25-11 OC 

(ii) 164 day treasury bills - bid 





1030-10 75 

- otter 





9 50-10 25 

(III) ('omiiiercial bills bid 



12 00 22 00 

15 00-25 00 

14 50-22 OC 

otfer 



11 00-21 00 

14 00-24 00 

14 00-20 0( 

II 1 State Rank of India Demand Loan 






Rate(c 1) 

(i) Scheduled commen-ial banks 

(ii) Co operative banks 

0 19 40 

17 SO 

16 50 

16 50-22 50 

21 5C 

2 Ma|or Commertial Banks Call Money 






Rates (c 2) 

( 1 ) Bombay 

7 12 

10 00 

IS 85 

19 57 

14 42 

(II) Calcutta f 

8 28 

10 00 




(ill) Madras 

9 42 

10 (X) 




IV Discount Rate (Stale Bank of India (c 1) 

V Commercial Bank Kales 

1100 IS00 

17 00-17 50 

IS SO 

15 50-19 00 

1800 

1 Deposit latcs (d) (c) 

(Ceiling) 

(i) 1 vear"'lo tyearsiii 

7 S0"'-8 S0«' 

8 SO"’-9 (xr 

9(K) 10(X) 

12 00 

II 00 


(March 2) 

(April 8) 




(II) Oser 1 years and 






up to 1 years 

10 OO"* 

10 OO"' 

II 00 

IKK) 

1100 ' 

(March 2) 



(October 9) 


(hi) Ab»)ve S years 

2 Lending Rates 

1000 

It (X)"' 

II 00 

1100 

II 00 

A State Bank of India advances rate (f) 

B Key lending rales as prescribed 

16 50 

1650 

16 SO 

16 50 

19 00 

by RBI 

(All (ommercial banks including SBI) 
( 1 ) Ceiling late general (g) 

19 40 

17 SO 





(July 1) 

(Apnl 1) 





19 50 






(March 2) 





(ii) Minimum rate general 

11 SO 


1600 

19 00 

17 00 

(July 1) 


(Minimum) 

(Minimum) 

(Minimum) 


(March 2) (h) 




(March 1) 

(III) Minimum rate Sclcctise ciedil 

16 70 19 40 

16 SO-17 SO 

1600 

1900 

17 00 

control 

(July 1) 

(April 1) 

(Minimum) 

(Minimum) 

(Minimum) 


■7 SO 19 SO 



(March 2) 

(March 1) 


(March 2) 





C Minimum late bill finance 






(i) Drawers bills 

11 8S 
(July 1) 





(II) Drawees bills 

11 SO 
(July 1) 





D Ceiling rate 






( 1 ) Export credit 

11 8S '> 

12 00-16 S(y'' 

7 50-15 50"' 

15 00-24 00'”'" 

100-22 00 

(Other than deferred payments) 

(July 1) 






12 SO-17 SO 






(March 2) 





(II) On deferred payments 

8 6S 

8 65 

8 65 

ISOO 

1300 

(July I) 



(October 9) 


E Ceiling rate Food procurement 

II 85 

1400 

1600 

1900 



(July 1) 


(September 22) 




12 SO 






(March 2) 
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1980 81 

198S 86 

l‘>9 ’/I 

19')1 " 
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1 
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Pnme Lending Rates ol Term Lending 
Institutions 
( 1 ) IDBI 

14 00 

( 4(H> 

1 4(X) Is 6(1 


1 1 00 I'l (Mr " 

( 11 ) IFCI 

14 (K)' 

14 00 ' 
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1 00 (9 00 ' 

(111) ICICI 
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14 0(1 ' 

14 00 IS 00 

I 8 (K) 'OOil 
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(IV) IRBI 
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14 00 IS(X) 
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(V) SIDBI 



6 SO 11 SO 
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S SO 1 / tKI 




6 SO 12 SO 

hSO P(l( 
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(VI) SFCs"" 

12 00 16 00 

II SO 16 SO 





(12 (K) 1410) 

1 11 SO 16 SO) 



III SO (){H1) 

Ceiling Dividend/Interest Rates Fixed 
by the Controller ol Capital Issues 
( 1 ) Prelerence shares 

II 00 

1S(K) 

U(X) 

1 i (M 

1 KM) 



10 00 

10 0(1 
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10 00 

( 11 ) Debentures 

1 1 10 

K V) 
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ISOO" 
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(ill) Public sector bonds 
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(IV) Public sector bonds (tax free) 
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Units of UTI"" (Year July June) 

( 1 ) Disidendrate 
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(1) For deposits tor 1 year and .ibove but less than 2 years Deposit rale laiscd troin 8 Ot) per vi m lo 8 so jx-i ic n' «mh illei l lioiii 
Apnl 8 198S Etfeelivc Apnl I 1987 deposit rale raised tn 9 (H) per cent 

(2> For deposits lor 2 yc«irs and above but less than'?>eai> ITeposit rale tor 2 years and above i used lo 10 IK)(ki eeiii wiihelleii lioin Vpii! I I9s' 

C^) For deposits for ^ years and above 

(4) For deposits for S years and above 

(5) Depending on the type of facility and period of credit 

(6) Figures in brackets indicate lending laies charged to small scale industries 
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lo IS 00 per cent from April 17 l‘)82 in the case of non convertible debentures 

(9) The acceptance of deposits for periods more than 1 years has been prohibited with cllcct fiom April I 197b in ttims o' ihi ( ompinies 
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Industrial Secunttes—All India 
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different pnccs 

(13) Raised to II 81 per cent from July I I980andfurtherto l400percenlwitheffcctfromMaich2 1981 Aiwo iiermicissiiaicsiriKtuicwas 
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Simrtt Reserve Bank of India, Report on Current. \ and !• inane e 1992 93 
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the Bank Rate m India being pegged to 3 
per cent Chintaman Deshmukh was not an 
economist he belonged to the Indian Civil 
Service, but in this farseeing act of his, he 
proved himself to be a far better economist 
than the galaxy of Indian economists of 
post-second world war vintage What was 
the basic problem of India then*' Lack of 
credit for agncultuie. the Indian cultivator 
being in the clutches of the local money¬ 
lender Therewasalsoinadequateinvestment 
in industry, certainly not in keeping with 
India's resources The pressing need of the 
hour was, therefore, to stimulate investment, 
increase and improve credit supply 
Note the dates Keynes’ General Theory 
was published in 1936, when Keynes 
effectively repudiated the classical notion ot 
the interest rate as the best mediator ol 
equilibrium between savings and investment 
C D Deshmukh’s ‘cheap money’ policy dates 
back to 193S What the Indian cultivator 
required was timely and adequate credit at 
a reasonable rate What Indian industry 
required was capital for investment, again 
at a reasonable rate, so that the incentive to 
invest were not affected adversely 
What IS the picture now'’ In 1980-81, the 
Bank Rate was 9 per cent In 1990-91— 
aefore the cnsis of the summer of 1991— 
:he Bank Rate was lOperemt In 1991-92, 
:he Bank Rate was raised, m two successive 
steps, to 12 per cent, and the State Bank of 
India's ‘minimum’ advance rate (other than 
:or certain designated types of borrowers) 
rom 16 5 per cent to 19 S per cent 
Or. again, let us get back to 1980-81 The 
ninimum lending rate (for commercial 
>ank$) prescribed by the RBI was 13 S per 
»ntin 1980-81 16 per cent in 1990-91, and 
19 per cent in 1991-92 The ceiling rate, 
iven for expon credit was 11 83 per cent 
ip to July 1, 1980, It had varied between 
' 5 per cent and 15 5 per cent, in 1990-91 
t shot up to IS per cent to 24 per cent (All 
igures taken from the RBI, Report on 
rurrencvandfinonie 1992-93, volll.p 86) 
True, the export credit rates have been 
nought down—in selected cases dramati- 
ally—to 3 per cent to 22 per cent in 1992-93, 
lut look at the ceiling rau: even tor export 
redit, 22 per cent' 

For small industries not able to secure 
working capital assistance within the narrow 
imits set for ‘lending to the pnonty sector’, 
iffective interest rates today vary from 22 
ler cent to 23 per cent 
Which industry, which small producer, 
an make a return higher than 23 per cent’’ 
f our 'structural adjustment programme’ 
:ads to a deep recession in industry, it is 
ecause the IMF/World Bank mind-set has 
lermeated into the ministry of finance and 
he Reserve Bank of India Our economic 
•olicy-makers—all ot them eminent 
conomists in their own right—have been 
irainwashed by two intellectually carcino¬ 


genic influences ’supply side economics' 
of Ronald Reagan, and the die-hard, strict 
monetansm of Milton Fnedman (There is 
now a third insidious—and even more 
carcinogenic—influence, the policy of 
^immum government' recommended by 
Fnednch von Haydc.and practised by Margaret 
Thatcher, but let us leave that aside for the 
moment Let us focus on interest rate policy) 
Let us briefly look at the dimensions of 
production activity (reflected in net output) 
and the volume of credit advanced The 
figures readily available (for 1991 -92, in the 
Currency and Finance Report referred to 
earlier) indicate the following dimensions 
Agnculture contributed Rs 1,60,860 crore 
to the GDP (at factor cost) of Rs 5.41,888 
crore in 1991 -92, or a little under 30 per cent 
of the national product The contribution of 
large- and medium-industnes was Rs 60,333 
crore, or a little more than 11 per cent in 
other words, agnculture (excluding fishery, 
forestry, etc) contnbuted almost three times 
the contnbution of large- and medium- 
industnes to the national product 
Total scheduled bank credit to agnculture 
in 1991-92 was Rs 19,884 crore, to medium- 
and large-industnes was Rs 38,627 crore In 
other words, the total working capital credit 
disbursed to agnculture was almost one- 
third of credit disbursed by the organised 
financial sector to large- and medium-scale 
industry Add the advances made to 
agnculture by co-operatives. Regional Rural 
Banks (RRBs) and state governments and 
you have another Rs 6,734 crore advanced 
to the agnculture sector in 1991-92 You 


itnm then reckon the advance* madp to 
indusuy central tom-lending finaadal 
institutions (like the IDBl, ICIO, etc) and 
other agencies (like the UTI, LlC) to the 
large- and medium-industry sector The 
amount ‘disbursed’ by these flnancial 
institutions (not including the lending by 
state financial institutions, which are 
primanly made to small industnes was 
Rs 13,054 crore in 1991-92 Thus, total 
development finance (other than from 
scheduled banks, already reckoned eaiiier) 
ro^ived by agnculture--employing neatly 
two-thirds of the workforce—was less than 
31 percentofthetotal ‘develppment finance’ 
received by the organised industrial sector 

The above, however, reflects in a sense 
the locus of the present administration But 
the issue we are currently discussing is 
interest rate policy What is the present 
structure of interest rates in India’’ And how 
do these rates compare with interest rates 
abroad’’ What precisely is the effect on 
Indian production activity as a result’’ 
Finally, it really true that a high interest 
rale leads to more-labour-intensive methods 
of production, and also increases the ime of 
saving’’ Apart from theory, and the 
experience of other countries, what is our 
own experience’’ 

STRUCTURfe OF InTCREST RaTES 

The Reserve Bank of India (and the 
ministry of finance) have, of late, claimed 
a lot of credit for reducing the plethora of 
interest rates in the country ’The number of 
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inteicit rate* ito the ofgttiised ttoiiey nuufcet 
has iiKtoeil been reduced. But two points 
need lo be added in this comiectton. Rrst, 
let us see ttie'^iresent sinicture of interest 
rates in India (vidt RBI, Report on Currency 
and Finance, 1992-93, vol 11, see Table 1); 

We see fironi Table 1 that shoit-term rates, 
in die organired money maiket, vailed from 
3 per cent to 22 per cent even for export 
credit, while long-term rates varied, from 
8.30 per cent (for small industries financed 
by the Small Industries Development 
Corporaden) to 21 per coit for IRBl loans 
to sick indus^units-CThe latter is somewhat 
strange, conaidefing tte IDBI rate for large 
units varying between 17 per cent and 19 per 
cent) Iniereat rates paid by well-established 
companies, fbr term deposits from the public, 
varied from 12 per cent to IS per cent. 

It is in the above context that the 
Buraequities (or Global Deposit Receipts) 
issued by Indian firms abroad become 
relevant The interest rates at which these 
GDRs have been issued by different 
companies are not known, but one can 
presume that interest rates around the world 
bdng much lower than in India, the borrow¬ 
ing rate from abroad in respect of large 
In^an companies would be significantly 
lower than the rates at which short-term 
arorUng capital funds sue available in India. 

Even the State Bank of India advance rate 
It as much as 19 per cent; and now that the 
SBI prescribes only a ‘minimum rate'— 
which, in general, is n.Oper cent—and there 
is no ‘ceiling rate’, small-scale units have to 
pay between 22 per cent and 23 per cent to 
rommetcial bank, if (and to the extent that) 
loans are made by baidcs to small-scale units. 

We know that interest rates in the 
unorganised market, for both agriculture 
ind for industry, vary considerably. 
Reportedly, in the rural areas of Punjab— 
idevelopedpart of die country—suchinteiest 
:ates are typically i per cent per month (or 
10 per cent annually). We know that the 
xirrowing rates of commercial banks vary 
!rom 3 per cent on savings accounts to 11 
cent on three-year deposits. These are 
rates at which commercial banks are 
uisingreaources from rural areas. And the 
mdit:dqx»it ratio is (piite low in rural 
ueas. Rural savings are being tunnelled by 
lanks to urban areas, and indeed^rimarily 
o the metropolitan areas. 

In comparison, interest rates abroad vary 
irom 3 per cent to around S per cent. For 
ixport ciet^, interest rates are generally 
]uite low. difference in the interest 
ete structure must redound adversely on 
he costs of (Hoduction in India. 

limav Ratb anp CAFtrAL-lNTBNsmr 

* The Worid Bank has: over the past many 
iecadas, been prescribing a policy of high 
nioeM fwea in developing countries on 
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the ground that in a capital short economy, 
we should encourage labour-intensive 
methods of production, and that the only 
way to do so would be to raise the price 
of capital. 

There are two basic errors in the above 
hypothesis. First, since most innovations 
occur in developed countries, there is a 
steady worldwide trend towards more 
capital-intensive production techniques. 
This is true not only of industry but also 
of agriculture. The resultant innovative 
changes make the products manufactured 
in developed countries cheaper. And those 
(in developing countries) who wish to 
compete with such products have to import 
sophisticated (capital-intensive) equipment 
from the developed countries. Thus, high 
interest rates have not prevented the 
increasing capital-intensity of investments 
even in developing countries; and indeed, 
as per the RBI Report on Currency and 
Finance, 1992-93 (vol II, p 17), total 
employment in large-scale private sector 
mi\pufacturing declined from 4.67 million 
in December 1981 to 4.38 million in 
December 1989 (the latest available), 
despite significant investment in large-scale 
industry over these years. Thus, high 
interest rates have not prevented the influx 
of capital-intensive methods of production 
in India. 

Secondly, the very logjc of high interest 
rates militates against the widening of the 
capital base 6f the economy for improving 
labour productivity. One could argue in 
favour of a ‘widening’ of the capital base 
before ‘deepening’ it (in a few sectors). But 
that does not depend on interest rate policy; 
it has to be a different, coiucious planning 
decision. This is where the market system 
fails to deliver. But we need not go into that 
issue here. 

Finally, do high interest rates encourage 
high savings? From all available empirical 
evidence around the worid, this diesis stands 
disproved. We need not refer back to 
Keynes’ famous repudiation of this 
hypothesis, and restate the fundamental 
linkage between savings and income, as 
well as on the distribution of income. Even 
in India, available data on the national 
accounts (published by the CSp) indicate 
that savings peaked in 1978-79, when the 
domestic savings rate exceeded 24 per cent 
of the GDP. During the 80s. when interest 
rates have been steadily raised, domestic 
savings have dipped to a little more than 
22 per cent, a decline of something like 2 
percentage points over the decade. 

It is time to conclude this essay. Economic 
policy-making in India has, from the mid- 
80s in particular, depended Heavily on the 
advice of experts from the World Bank/ 
IMF. Of late, economic policy-making 
under the structural adjustment programme 
(initialed after July 1991).has been 
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transparently dictated by the Funtfi'Bank 
experts One of the standard IMF recipes 
for adjustment is the tightening of monetary 
policy; and a uniformly standard advice of 
the World Bank to all (capital short) 
developing economies is to raise the rate 
of interest. 

This advice is not only unsuitable, it is 
pernicious. It seeks to keep a developing 
country mired in underdevelopment. Even 
the argument that a higher interest rate 
would attract long-term capital inflows is 
entirely mythical. The inflow of investment 
capital depends on a host of factors into 
which we need not delve here. But we must 
conclude with one comment. The inflow 
of external capital has been particularly 
pronounced in India after 1993. The 
foreign exchange assets of the Reserve 
Bank of India increased from some $ six 
billion at the end of March 1993 to $ 15 
billion by the end of March 1994(vide RBI 
Weekly Statistical SupplemeM to the RBI 
Bulletin, April 9, 1994). This inflow of 
foreign funds is primarily on two counts: 

(a) short-term capital to take advantage of 
the extremely hi^ rate of interest on non¬ 
resident deposits in foreign currency, and 

(b) speculative capital inflow with the 
Mpress purpose of buying up the highly 
undervalued assets of public enterprises 
which are proposed to be disinvesuxl by 
the .government of India, as also for 
acquiring portfolio investments in blue 
chip companies, the assets of which are 
undervalued. 

That such capital inflow is not only against 
the long-term interests of the country, but 
is in fact tantamount to selling the family 
property and jewellery for present succour 
is obvious. That apart, the inherent lack of 
wisdom in imposing a high interest rate policy 
on a stagnant economy is a direct result of 
the obsession of the present policy-makers 
with success in financial markets rather in 
the matter of growth of tHe real economy. 

One final word is necessary. Our present 
policy-makers appewto be believers in shock 
therapy. A course of strong antibiotics to a 
patient suffering essentially from 
malnutribon is'never desirable. Theobjection 
to high interest rates does not imply that all 
interest rates should suddenly and 
precipitately be brought down to levels 
comparable with, say, Japan. Rather, two 
steps are necessary. First, a gradual lowering 
of the imerest rate structure. Secondly, and 
more importantly, putting in place an 
institutional structure which would make 
adequate and timely credit available to small 
farmers, smyll industries, artisans et al. The 
ongoing reform of the financial sector is 
thus wholly misdirected; the reform has to 
be differently designed and implemented. 

Unfortunately, that does not appear to be 
even part of the agenda of the present 
government. 
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Debt and Democracy in Brazil 

Michel Chossudovsky 
Michelinc Ladouceur 

Under a recent agreement with international creditors on the 
restructuring of its commercial debt. Brazil will have to put in place 
reforms which will be a lethal blow to its social programmes which are 
already in an advanced stage of decay due to successive ‘shock 
therapies' 


A HISTORICAL landmark, Brazil was able 
to meet the 'deadline date’ set by her 
international creditors without the IMF's 
official stamp of approval On April 1S, 
an agreement was sealed in New York on 
the ’restructuring’ of 49 billion dollars of 
commercial debt under the Brady Plan 
The deal had been carefully negotiated by 
formerfinance minister Fernando Henrique 
Cardoso now presidential candidate and 
Citibank Corp vice-chairman William 
Rhodes acting on behalt ot some ISO 
mteraationai creditor banks The agreement 
was the culmination of a tong drawn-out 
process, initiated at the height of the 
impeachment crisis which led to the 
demise of president Fernando Collor de 
Mello in 1992' 

Major economic and social reforms had 
been demanded, the IMF had been entrusted 
with the bureaucratic task of enforcing and 
monitoring these reforms on behalf of the 
commercial banks Precise deadline dates 
had been set for the safe passage of major 
pieces of ’prescribed’ legislation including 
amendments to the 1988 constimtion 
However despite (former) finance minister 
Fernando,Henrique Cardoso’s efforts to 
manipulate civil society, muster political 
support and jostle the various reforms 
through a ’sovereign’ parliament, time was 
running out The March 16 deadline for 
the signing of a ‘letter of intent’ with the 
IMF could not be met A tight schedule, 
the so-called ‘notification deadline’ for a 
deal with the commercial banks' steering 
committee had been set for March 17 

While the April IS agreement was 
formally reached against established 
practice (which requires prior approval of 
an IMF stand-by loan as collateral for the 
debt restructuring programme), the 
economic reforms were, nonetheless, 
considered “to be on track” IMF managing 
director Michel Camdessus said that he 
was impressed with steps already taken and 
promis^ to co-operate closely with the 
government In turn, finance minister 
rmwiiln Hennque Cardoso stated that the 


IMF’s promise of further co-operation" 
(once key elements of the economic 
programme are in place) should be enough 
tor the debt restructuring deal to go ahead 
Despite ’unfortunate delays’ in the 
parliamentary process, the mam condition— 
requinng a massi ve release of state financial 
resoprees in favour of the creditors—had 
been met the legislature had approved the 
IMF’s fiscal reforms including the creation 
of a ‘social emergency fund’ (on the World 
Bank model) The vote in congress 
(requiring a constitutional amendment) 
obliged the government to slash the federal 
budget (including public investment) by 
41 per cent while redirecting state revenue 
towards debt servicing 
The measures imposed by the creditors 
constituted a final lethal blow to Brazil s 
social programmes, already in an advanced 
stage of decay as a result of successive 
shock therapies’ The social emergency 
fund (SEF) IS in fact to he “financed from 
the budget cuts” (implying transfers of 
funds to the SEP) through the concurrent 
phasing out ot regular government 
programmes and the massive dismissal of 
government employees Its inauguration 
represents an important political landmark 
sovereignty in social policy is foregone, 
henceforth budgets and organisational 
structures will be directly monitored by the 
Washington-based Bretton Woods institu¬ 
tions acting on behalf of the international 
creditorbanks Thecollapse and destruction 
of the state’s social programmes and the 
phasing out of part of the government 
pension plan (Previdencia Social) were 
pre-conditions”for the signing of the 
agreement Moreover, the reforms also 
engineered a squeeze of real^ wages by 
establishing ‘a salary ceiling’ in the public 
sector,' as well as the ‘switching’ of all 
wage contracts into a new currency unit, 
the DRV (real unit of value) (initially 
operating as an accounting unit) The latter 
reform, requiring a separate piece of 
legislation, had been worked out well in 
advance (in high level meetings behind 


closed doors) in close consultation with the 
Washington-based bureaucracy Winston 
Fntsch, secretary of state in charge of 
economic policy had inadvertently leaked 
to the press in October 1993 that he would 
‘deliver to the IMF, the skeleton of a plan 
of deindexation” (quoted in Folha de Sao 
Paolo, March 1, 1994, pp I-IO) 

The IMF’s ‘economic therapy’ also 
redefines in a fundamental way the 
relationship between the central and 
regional governments entrpnehed in the 
1988 constitution The proposed ‘model’ 
of fiscal reform is in this regard analogous 
to that imposed by the international 
creditors on the Yugoslav Federation in the 
late 1980s (prior to its collapse) federal 
transfers to state and municipal govern¬ 
ments earmarked for health, education and 
housing will be frozen, the regions are to 
become ‘fiscally autonomous’, the savings 
accruing to the federal treasury will be 
redirected towards interest payments 
It IS worth mentioning that the macro- 
economic reforms arc earned out “in the 
name of poverty alleviation” the “Citizens’ 
campaign against famine” (‘Acao da 
Ctdadania contra a Fome aMtsenaepela 
Vida ’) initially established by the 
opposition Workers Party (PT) in the last 
months of the Collor de Mello administra- ^ 
tion, now provides the government with 
the necessary ideological backbone as well 
as a populist mouthpiece The campaign 
has lost Its onginal momentum as a broad 
democratic grass roots movement directed 
against the policies of the state After 
president Collor’s impeachment by the 
Senate in September 1992, the Workers 
Party agreed with the new government of 
president Itamar Franco to broaden the 
social and political base of the campaign 
A deal was struck between the leader of 
the campaign Herberto de Souza 
(‘Betinho’) of the Workers Party and Alcyr 
Callian, president ot the Bank of Brazil 
The Bank of Brazil (a powerful finanaal 
arm of the central state) was entrusted with 
setting up local campaign committees 
throughout the country At present, more 
than two-thirds of these grass roots 
committees are controlled by employees of 
the Bank of Brazil {see Veja, Rio de Janeiro, 
December 1993) In turn, the powerful 
business tycoon Roberto Mannho who 
controls the ‘Globo’ television network 
offered to grant faee Hollywood-style 
commerciklsto the campaign during prime 
TVbme .Povertyandfamineareportrayed 
in a stylised tabloid form in the Brazilian 
press, with funding in the hands of the 
financial elites, no pervasive linkage is 
made between the IMF’s ‘economic 
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medicinte’ and the occuikih^ of flunine. 
As tne economic crisis deepens, the 
‘citizens' cunpaigp' serves the ‘useful’ 
putpose of diverting attention from the real 
policy issuer,'it seeks a broad national 
consensus, avoids controversy and refrains 
from directly indicting either the 
government or Brazil’s privileged social 
elites... 

The campaign against famine also serves 
another related function: the main ‘poverty 
indicators’ put forth by the campaign are 
based on the ‘estimates’ oftbegovemment’s 
official ‘economic think tank*, the Institute 
of Applied Economic Research (IPEA)now 
entrusted with supportive ‘research’ on 
famine and poverty. Grossly manipulated 
and falsiHed, IPEA’s ‘estimates’ suggest 
that a mere 21 per cent of the Brazilian 
population is situated below the ‘critical 
poverty’ line.’Double standards: 32 million 
people in Brazil against 35.7 million in the 
US (according to the definition of the US 
government). In other words, the campaign 
poitrays poverty as pertaining essentially 
to a ‘social minority' thereby vindicating 
the World Bank's framework of ‘selective’ 
“tergeting in favour of the poor”. It not 
only distorts but tacitly denies the obvipus 
(amply confirmed by official statistics), 
namely, that most sectors of society 
including the middle classes are being 
impoverished as a result of the economic 
reforms adopted since the outset of the 
Collor government.* Macro-economic 
policy has accelerated the ‘expulsion’ of 
landless peasants from the Countryside 
leading to the formation of a nomadic 
migrant labour force moving from one 
metropolitan area to another... In the cities 
an entirely new ‘‘layer of urban poverty” 
(socially distinct from that which 
characterises the ‘favelas’) has unfolded: 
thousands of salafied workers and white 
collar employees hitherto occupying 
middle ind lower class residential areas 
have been evicted, socially marginalised 
and often ‘excluded’ from the slum areas. 

Manaobment op Poverty 

The SEP requires a ‘social engineering‘, 
apolicy framework for ‘managing poverty’ 
and attenuating social unrest at minimal 
cost to the creditors. So-called ‘targeted- 
programmes’ earmarked “to help the poor” 
combined with ‘cost tecovetV’ and the 
‘privatisation’ of health and educational 
services ate said to constitute “a mote 
efficient” way of delivering social 
programmes. Concurrently, the National 
Institute of Social Security (INSS) is to 
become increasingly ‘self-financing’ by 
substantially raising its premium- 
contributions tom bMh urban and rural 
workers...^ Many programmes under 


the Jurisdiction of line ministries will 
hencefisrth be managed by the organisations 
of civil society under the umbrella of the 
SEP. Thp latter will also finance “a social 
safety net” (in the form of severance 
payments) earmarked for public sector 
workers laid off as a result of the 
constitutional reform process... 

The SEP officially sanctions the 
withdrawal of the state tom the social 
sectors (a process which in any event is 
already ongoing), and ‘Hhe management of 
poverty” (at the micro-social level) by 
separate and parallel organisational 
structures. Since the outset of the Collor 
government, various non-governmental 
organisations (NGOs) funded by inter¬ 
national ‘aid programmes’ have gradually 
taken over many of the functions of the 
municipal governments whose funds have 
been frozen as a result of the structural 
adjustment programme. Small-scale 
production and handicraft projects, 
subcontracting for export processing firms, 
copimunity-based training and emplo-ment 
programmes, etc, are set up under the 
umbrella of die “social safety net”. A meagre 
survival to local-level communities is 
ensured while at the same time containing 
the risk of social upheaval. An example of 
“micro-level management of poverty” is in 
Pirambu, a sprawling slum area of 2,S0,0(X) 
inhabitants in the north-eastern city of 
PortalcZa. Pirambu is literally ‘carved up’, 
each slice of the urban space is under the 
supervision of a separate international aid 
or non-governmental organisation. In the 
Couto Pernandes neighbourhood of 
Piraihbu, the German Aid Agency GTZ 
supports the establishment of a model of 
‘community management‘ (interviews 
conducted in Pirambu, Portaleza, July 
1993). This ‘micro-democracy’ installed 
under the watchful eye of the donor 
community also serves the purpose of 
subduing the development of independent 
grass roots social movements. German 
funding will finance the salaries of the 
expatriate experts whereas the investment 
funds earmarked for small-scale 
manufacturing will be ‘self-ffnanced’ 
through a ‘revolving fund’ managed by the 
local community. 

The “management of poverty” in niral 
areas serves the same broad objectives: to 
subdue the peasant movement on behalf of 
Brazil’s powerful landowning class while 
ensuring a meagre survival to millicuns of 
landless peasants uprooted sihd displaced 
by large-scale agri-business. In the north¬ 
eastern Sertao, for instance, a region 
affected by recurrent drought, a minimum 
works programme (“/renies de trabalho") 
provides employment (at 14 dollars a 
month) to some 1.2 million landless farm 
workers (1993) (interviews with farm 


woiken in the region of MonsenhorTabosa, 
Ceara, July 1993). The latter, however, are 
often hired by the large landowners at the 
expense of the federal government. The 
distribution of US grain surpluses financed 
under PL 480 to impoverisKCd farmers 
(through government and relief agencies) 
also serves the related purpose of weakening 
local level food agriculture and up¬ 
rooting the small peasantry. The fo^ 
distribution programmes are adopted in the 
name of the “Citizens’ Campaign against 
Famine”... 

The expropriation of peasant lands is an 
integral part of the IMF-World Bank 
structural adjustment programme. In this 
cmitext, the National Institute for Colonisa¬ 
tion and Agrarian Reform (INCRA) among 
several government agencies oversees “the 
rural safety net” through token land distnbu- 
tion programmes and the development of 
co-operatives for the ‘posseiros’ (landless 
farmers). These sc h emes are invariably 
established in marginal or semi-arid lands 
which do not encroach upon the interests 
of the landowning class. In the states of 
Para, Amazonas and Maranhao, several 
international donors including the World 
Bank and the Japanese Aid Agency (JICA) 
finance (through INCRA) so-called “areas 
of colonisation”.* The latter largely serve 
as ‘labour reserves‘ for large-scale 
plantations. It is worth mentioning that the 
proposed con.stitutionaI amendments also 
imply the defacto derogation of customary 
land rights of the indigenous people, a 
process which is already under way with 
the transformation (under the jurisdiction 
of INCRA) of the ‘Indian reserves’ in the 
Amazon into areas of settlement for 
plantation workers,’ 

Notes 
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2 The ‘salary ceiling’ is established in the 
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(IPEA), 0 Mapa da Fvme It. tnformacoes 
tobre a Indigencia par Muntcipios da 
Federacao, Brasilia, 1993. 
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1993, pp 2-11. 
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'Desenvolvimento e Cidadania, No 4. Sao 
Luis de Maranhao, 1992 

7 See Panewa, Potto Velho, Vol VI, No 18. 
November-December 1993 and Vol VII, 
No 19, January 1994. 
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NARMADA PROJECT 

Pro-Dam Groups Obstruct OfiBcials 

Biiia Srinivtsan 


The recent incident of pro-dam groins trying to obstruct die movements of 
die commissioner of scheduled castes and tribes is yet another indication 
efthe scant respect these forces have for democratic norms. 


ON June 2. Ram Dhan, commissioner. 
National Commission for SC>ST. was 
travelling to Manibeli s^Sth his secretary and 
B D Sharma, former commissioner. The 
purpose of the visit was reportedly to look 
into the gnevances of the adivasi families 
of the Narmada valley to be affected by the 
Sardar Sarovar Project. On the way, his 
vehicle was stopped at DewaliaChowkdi by 
a group of people who demanded that he turn 
back ^ return to Baroda. Their argument 
was that he would have to first meet the 
people of ^jarat. The commissioner who 
was apparmtly determined to go to Manibeli 
mana^ to move on. At Garudeshwar they 
were stopped again by a crowd which resorted 
to stone-throwing. The SDM Bharuch tried 
to persuade Ram Dhan to return by pleading 
th^ the situation could go out of hand, that 
he could be forced to give orders to the police 
to fire at the irate crowd. The commissioner 
himself moved out of the vehicle and sat on 
the road in protest. They tried to attack him 
physically, he alleged, llie combined efforts 
of the police and the mob had him back in 
the vehicle and he had to return to Baroda. 

At die Narmada guest house in Baroda, 
he sat on a dhama right at the entrance, in 
protest against what he termed un¬ 
constitutional efforts on the part of the pro¬ 
dam lobbyists to prevent him from carrying 
out his duties. A group of about 25-30 people, 
claiming to represent the tnbals and fanners 
of Gujarat including Suren Choksi, an 
industnalist, Rajendra Rathod, ex-mayor, 
Baroda and others gathered around Ram 
Dhan. Amid slogan-shouting they told the 
SC-ST commissioner that they had no 
problems with him, it was B D Sharma they 
were objecting to. They accused the former 
commissioner of being a foreign agent, of 
taking foreign money and trying to sabotage 
the development of Gujarat. He was corrupt, 
they said, and anti-national to boot. They 
said to Ram Dhan, you are a freedom fighter 
and we do not expect you to behave like a 
bureaucrat. You must listen to us, we are the 
majority. You cannot give credence to 
minority opinion. 

Ram Dhan refused to entertain anybody. 
He said that he was not willing to listen to 
anybody in this fashion. I had come here 
expecting to talk to people, instead I was 
attacked, he said. He also called the people 


gathered there at the Narmada guest house 
black marketeers. At this the crowd 
proclaimed that he had insulted them. It is 
like being said that we are an effeminate, 
emasculated lot, they said, using the Gujarati 
word ‘baila’. The commissioner was then 
besieged by the deputy commissioner of 
police and tlm collector. Baroda. They tried 
to persuade him to move indoors. Ram Dhan 
had decided that the intervention of a person 
no less than the CM Chabildas Mehta would 
serve to end his dhama. In the meantime, B 
D Sharma was whisked away to the Circuit 
House (government guest housejunder police 
escort. As he was getting into the police 
vehicle, one of the onlookers grabbed at his 
spectacles. 

I was present at the Narmada guest house, 
wanting to cover the event. As B D Sharma 
left, the crowd turned to me. Who are you. 
they demanded to know. I explained that I 
was there as a free laiKe journalist. We do 
not know you, they repli^. She is an anti¬ 
dam activist, one of the Medha Patker’s 
people, they said to the police. I had seen 
her address a public meeting in Delhi undo’ 
the NBA banner, one of them said. The entire 
crowd took up the chant. They had all seen 
me address various public meetings in 
Delhi! (needless to say, I have never 
addressed a public meeting in Delhi for 
NBA or otherwise). Tliey wanted me out 
from there. The police and the collector 
now joined in, asking me to move away 
as it was not safe. Not satisfied with verbal 
assault, they tore off the seat of my scooter, 
removed the rear-view mirror. A police 
complaint was later filed against them. 
Ram Dhan ended his dhama lath in the 
evening after telephonic contact was made 
with the CM Chabildas Mehta.Tlie day-long 
drama finally ended btiitging in its wake a 
few pertinent questions. 

In Gujarat, the state has identifted itself 
wid) SSP and all those who defend it in the 
name of development and mod^isation. As 
a result. Ram Dhan as also part of the state, 
introduced a certain twist to the scenario 
where normally anti-dam activists are ranged 
against the pro-dam forces who enjoy state 
support. So it would seem diat on June 2 the 
state was pitted against itself. In defining his 
constitutional duty as one that made it 
obligatory for him to meet the adivasis of 


the Nannada vaBey, he ciatliad aMi Ihoai 
elemenu of the state who oouhl hot afGanl 
to dtlmr let him proceed or let Urn 1 itc 
any harm. So while the Baroda coUectm 
seemed hard put to ennire Ms safety, it wai 
also amply clear that the pro-dam fbtees wen 
being ^ven a wide margin to threaten, 
bulldoze and ‘persuade* Ram Dhan to return 
to DeUii. A similar conflicting situation had 
arisoi widiin the state with regard tt> die 
review team that had been announced by 
Kamal Nath, theenvironmentministCT. While 
it is true that there are elements within die 
state that wish to ensure that constitutiona] 
rights and duties be translalfed into reality 
with all sincerity, it seems hard not to 
characterise the state in an overall aonse, as 
anything but coercive. The modem India 
state has in no uncertain terms aligned itself 
with the propertied minority of die country. 
Indeed, it does seem as though the state has 
beat created to s«ve their interests. There 
can therefore be no doubt about the direction 
of its policies and development paradigms. 
This is not to deny conflicts within various 
agencies/components of the state or between 
the long-term and the short-term goals of the 
state. But even these conflicts in the ultimate 
analysis are used to further legitimise the role 
of the state in controlling the lives of the 
people. 

As. regard democratic practice, ‘rasta 
rokos’ and ‘gheraos’ are without doubt part 
of the baggage of democratic tradition. But 
in this instance, it is noteworthy that the 
pro-dam forces, the self-appointed majority 
of Gujarat are, to put it plainly, the rich 
sections of the Gujarati society. There are, 
of course, those who are convinced about 
project of modernisation and for whom the 
Gujarati identity is synonymous with 
development—^industrialisation (because of 
which SSP symbolises the greatest 
achievements of Gujarat). But the more 
vocal, the more visible are fhe rich farmers, 
the industrialists and those who have a 
stake in the current political scenario. Both 
pro-and anti-dam forces have the right to 
take recourse to democratic means to press 
home their view-points.' But contexts vary 
drastically in each case. The anti-dam 
movement has made Visible the articulation 
and aspirations of the under-privileged, 
who have been repeatedly made to pay the 
price of ‘progress’. The pro-dam forces have, 
on the other hand, shown scant respect for 
democratic norms and have used such protests 
to wage an open war against the have nots. 
to underscore the stite suppon they enjoy 
and the IcMiomic and political clout t^ 
wield. Hiat is where the subversion begins. 
To end with the attempt to obsmict even 
official channel available to the poor. All of 
which pose grave questions for those 
concerned with social justice. 
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OaUai’i'ing Oral EMvorce 

Rfiform through Court Decree? 

K G Kaanabinui 

TheAUahabad High Court judgment on triple talaq not only 
triviabses the justice system but attempt's reform of a minority 
community’s personal lawi—a responsibility it cannot arrogate to itself 
Such reform can only come about through consensus vnthin the 
community. 


THE judge, a non-elected person sometimes 
has to play the role of a legislator His 
uidependence is assured to him so that he 
may with a sense of detachment look at 
issues ansing before him in an objective 
manner and in the assessment ensure that the 
process of amving at a decision is equally 
fair Implied in ‘fairness' is also a sense of 
propnety, an obligation to deal equally with 
all nunonty communities who live uniter the 
Constitution The independence granted to 
the judges and judiciary is not to be used 
in a wreckless and irresponsible manner 
The sentinel on theQuivivecannot turn himself 
into a bandit on the highway Nothing the 
court or judge says or does should savour 
of prejudice, whim or fitfulness Whatevei 
changes are to be brought about in society 
by the judiciary have to be done without 
violently rending the custom or tradition 
asunder They cannot assume that they have 
the authonty to grant sp«:ial leave to start 
an Indian revolution' This is more so where 
there are imnonties who are living under 
threat and are likely to cling to what we 
consider their outmoded and out of date 
customs and niles which govern their personal 
laws as an assertion of their identity 
LookattheTilhanjudgment Byoutlawing 
oral divorce he has left the Muslim male 
without any way of getting a divorce As a 
judgment the effect it is likely to have on 
earlier oral divorces has not bwn taken into 
reckoning The woman in question lost her 
one unit of land to which she would be 
entitled if the divorce had been upheld The 
husband'ssharecannot be declared as surplus 
under the present dispensation Above all the 
judgment tnvialised the justice system by 
gross impropnety The issue of divorce was 
not directly before the judge at all There 
have been many Hindus who produced 
collusive decrees of divorce for saving 
properties from the land reform laws In none 
of these cases has the constitutional validity 
of forms of divorce prevailing in the personal 
laws been questioned 
Judge Tiihan like many Hindus feels that 
Muslims are backward a^ they need to be 
rafomied While the Erst may be mie it is 
not judges from the Hindu community who 
arecon^ieienttobnngaboutthischai^e We 
must not forget that reforms within the Hindu 


community were brought about by the social 
reform movements within the Hindu faith 
lo have a proper perspective on issues like 
these, some history of codifying Hindu law 
the resultant laws and their secular character 
and the judicial policy and its breach needs 
to be examined 

CouiHCAiioN or Hindu Law 

TheHindu Widow sRcmarnagc Act I8S6 
removed the disabilities imposed on widows 
on remarriage The Hindu Inheritance 
(Removal of Disabilities) Act, 1928 was 
passed to remove the disabilities to inheritance 
based on disease deformity or certain types 
of mental or physical defects The Women’s 
Right to Property Act, 1917 improved to 
some extent the position of the Hindu women 
in the matter of succession All these 
legislative interventions were made after 
deliberation with and within the Hindu 
community By 1941 several amendments to 
women's right to property were pending 
consideration The government of India by a 
resolution dated January 25 1941 appointed 
a committee consisting of B N Rau as 
the chairman and Dwarkanath Muter, 
J R Gharpure, Rajaratna Vasudeo Vinayak 
Joshi as members and their brief was to 
examine the various bills to amend the Hindu 
Women’s Right to Property Act and to suggest 
such amendments as would resolve doubts 
and remove any injustice that may have been 
done by the act to the daughter They were 
al so to examine and ad vise on the amendment 
to Hindu Law of Inheritance, a bill promoted 
by K Sanlhanam and Hindu Women s Right 
to Separate Residence and Maintenance Bill 
introduced by G V Deshmukh All amend¬ 
ments were introduced by Hindu memoers 
of the central legislanire 

The committee examined the question and 
was of the opinion that the varied schools 
and systems of Hindu law neqji study and 
an attempt should be made to codify Hindu 
law The two draft bills on inhentance and 
marriage were however introduced and they 
were referred to ajoint committee The report 
of the joint committee suggested that Hindu 
Law Committee chaired by justice B N Rau 
be resuscitated and encouraged to complete 
the task of bnnging about a comprehensive 


Hindu Code as suggested by them 
Accordingly by resolution dated January 20, 
1994the Hindu Law Committee was revived 
T R Venkatrama Sastn was included in die 
place of R V V Joshi that^being the only 
change 

This committee set about its work in ngiht 
earnest and prepared a draft code with an 
explanatory note and published it on August 
5 1944 The explanatory statement said “one 
of the objects of the Committee is to evolve 
a uniform Civil Code of Hindu Law which 
will apply to all Hindus by blending the most 
progressive elements in the vanous schools 
ot law which prevail in the different paits 
of the country 1'he achievement ofumformity 
necessan iy involves the adoption of one view 
in preference to others on particular matters 
The committee desire that the code should 
be legarded as an integral whole, and that no 
part should be judged as if it stood by itself ’* 

Die Hindu L aw Committee travelled all 
over the country meeting with a cross section 
ot the people recording their views and 
minuting the discussions and the final draft 
was ready by February 1947 The bill was 
introduced in the constituent assembly 
(legislative) which in turn referred it to tlw 
select committee in 1948 B R Ambedkar 
the then law minister formed a committee 
consisting of himself as chairman, 
K Y Bhandarkar G R Rajagopal of the 
ministry of law and S V Gupte ot the Bombay 
bar to examine the draft The committee 
revised the bill without making substantial 
changes Before the bill came up for 
consideration before the constituent assembly 
(legislative) the publicity it received gave 
nse to a lot of controversy among the members 
ot the public There was a cry of religion 
being in danger Ambedkar the democrat he 
was convened a conference in I950to which 
he invited scholars well read persons and 
pundits from Benares and other places to 
canvas support lor the steps ^tiated towards 
codifying the Hindu law JHe held another 
conlerenceatl n vindrum toconsider whether 
the Marumakathayam and Aliyasanthana 
laws could be made part of the proposed 
Hindu Code Despite all these efforts the 
draft code met with rough weather when it 
came up for consideration in the assembly 
on February 5,1951 The passage was blocked 
by amendments galore fhe debate which 
was inconclusive was taken up in September 
1951 fhe differences could not be ironed 
out After the 1952 elections the provisional 
parliament lapsed and regular parliament 
came into existence and the Hindu Code 
Bill lapsed It was followed by the four 
piecemeal legislation codifying certain areas 
of Hindu *laW 

As an aside it would be interesting to 
know the reasons for opposing equal rights 
to women in property 

(a) She always gets a substantial share in 
the family property in the shape of lewcllery 
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and as dowry at the time of her marriage; 

(b) if will introduce a stranger into the 
family, i e. the son-in-law and this is very 
undesirable; 

(c) it will lead to friction between the 
brother and the sister; 

(d) it wifi lead to further fragmentation of 
the estate; 

(e) as her affections are transferred to her 
husband’s family it is not desirable to give 
her a share in her father's property. 

The committee set up in 1941 continued 
its work till 1948; the Draft Hindu Code was 
pending in the central, legislature, the 
constituent assembly (legislative) and finally 
lapsed in 1952 after the first Lok Sabha came 
into existence. During the pendency of the 
code what is worth noting is the anxiety of 
thepersonsconcemed particularly Ambedkar 
for securing a consensus on the necessity for 
a Hindu Code Bill. Even the introduction 
of a clause prohibiting bigamy was opposed. 
The reaction as recorded by history—the 
prolonged deliberation, the publicising of 
the proposals, the convening of conferences 
of solars—all these indicate the respect for 
the feelings of the concerned and above all 
the understanding they had of the nature and 
character of what goes by the name of personal 
law and the hold these rules of personal and 
domestic relationship have on the people, 
that are governed by these rules. These rules 
have beat seen as part of religion. This also 
illustrates the difGculties faced in bringing 
about even a uniform Hindu Code to govern 
a professedly homogeneous community. 

The four acts which were piloted with skill 
^ Pataskar and are governing Hindus today 
are they secular at all or are they basically 
Hindu? Can they be then pronounced 
unconstitutional? 

UNCONSTmmONAL? 

Under the Hindu Marriage Act, 1956 
conversion from Hindu religion immediately 
provides a ground for divorce for the other 
spouse. Thequestionof reconciliation during 
the pendency of proc^ding as a step to avert 
divorce is of no avail and judicial separation 
as an interim measure to enable the separated 
couples to rethink their s^d and come 
together is not available either. Difference 
in religion creates incompatibility and the 
statutory provision encouraging divorce is 
both anti secular and is in derogation of 
Article 25. 

Under the Hindu Adoption and 
Maintenance Act one must be a Hindu to be 
able to adopt and the person capable of being 
adopted should also be a Hindu. Thus the 
principle that persons belonging to two 
religions can live together is not even 
tolerated. 

Under the Hindu Minority and 
Guardianship Act ceasing to be a Hindu 
deprives either spouse to claim guardianship 


over the children. The law of succession 
though it does not deprive right to succession 
to a convert', the children and the descendants 
of the convert are denied the right to succeed 
to the property of the Hindu relative unless 
such children or descendants are Hindu when 
succession opens. 

These are certainly not secular nor do they 
permit all the freedom of religion which 
Article 25 visualises. It is well to recognise 
that whatever improvements we have 
consented to is within the Hindu framework. 
In fact the community has progressed so 
much that it is possible now for both the 
spouses to secure a divorce on the ground 
that the marriage has irretrievably broken 
down. All these measures were broughtabout 
becau.se of the compulsions of modem life. 
These were brought about by the Hindu 
majority and not at the suggestions of any 
outside community. No other community 
from outside tried to influence the course of 
reform within the Hindu community. 

Courts have not till now struck down any 
provision or rule either enacted or otherwise 
in any personal law. In the first few years 
of the Constitution the state enactments 
prohibiting bigamy came in for challenge in 
some state high courts. One such case came 
up in the Bombay High Court when Chagla 
was the chief justice. The Bombay Prevention 
of Bigamous Marriages Act was under 
challenge. The argument was that a son is 
an absolute necessity if a Hindu is to attain 
salvation and that therefore polygamy was 
an integral part of the Hindu religion; one 
becomes polygamous in pursuit of a son and 
not for any other reason. Secondly, only the 
Hindu community has been picked up for 
this discriminatory treatment and the Muslims 
are left free to practise polygainy. “It is only 
with considerable amount of hesitation that 
I would like to speak about Hindu religion”, 
that is how he began the discussion on the 
questions raised. 

On theissueof discrimination Chagla held, 
“The institution of marriage is differently 
looked upon by the Hindus and the Muslims. 
Whereas to the former it is a sacrament, to 
the latter it is a matter of contract. That is 
also the reason why the question of dissolution 
of marriage is differently tackled.'While 
Muslim law admits of easy divorce, Hindu 
marriage is considered indissoluble and it is 
only recently that the state passed legislation 
permitting divorce among Hindus. The state 
was also entitled to consider the educational 
development of two communities. One 
community might be prepared to accept .and 
work for social reform, another*may not be 
yet prepared for it; and Article 14 does not 
lay down that any legislation that the state 
may embark upon must be of an all embracing 
character. The state may bring about 
legislation by stages and the stages may be 
territorial or they may be communitywise.” 
Gajendragadkar who was later to be the chief 


Justice of India articulated more or ieia'iiK, 
opinion of Chagla and both of them held that 
personal laws do not come within the meaning 
of ‘laws inforce’ under Article 13(1) of the 
Constitution. The view that person^ laws of 
communities are beyond the pale of the 
Constitution has been bolding the fleld at 
the apex level from the beginning of the 
Constitution. 

The Supreme Oiurt towards the end of 
1979 had before it the question whether the 
high court was right in holding “that the strict 
rule enjoined by the Smriii writers as a result 
of which sudras were considered to be 
incapable of entering the order of *yati’ or 
'sanyasi’ has ceased to be valid because 
of the fundamental rights guaranteed under 
part lit of the Constitution. 

The learned judges of the Supreme Court 
overruled the principle referred to above, in 
their opinion the learned judge of the high 
court failed to appreciate that part HI of the 
Constitution does not touchupon the personal 
laws of the parties. In applying the personal 
laws of the parties, he could not introduce 
his own concepts of modem times but should 
have enforc^ the law as derived from 
recognised and authoritative sources of Hindu 
Law, i e, Smritis and commentaries referred 
to, as interpreted by various high courts, 
except where such law is altered by any 
usage or custom or is modified or abrogated 
by statute. Abrogating personal laws was 
never considered as falling within the 
jurisdiction of the court. It was always fdt 
that scriptures and religious texts are not 
subject to judicial review. 

Shah Banu interpreted Quran and that 
became objectionable. Shah Banu came up 
for hearing at a time the major minority 
community was already under threat. At the 
timeof arguments the stand of the government 
on the question of Muslim personal law as 
express^ in the parliament by Ram Niwas 
Mirdim, the then minister of state for home 
affairs, was brought to the notice of the 
judges. The debate was on the provisions of 
Cr PC 1973. He said “We would not like 
to interfere with the customary lawofMusUms 
through the Crirmnal Procedure Code. If there 
is a demand for change in the Muslim personal 
law, it should actually come from the Muslim 
community itself and we should wait for the 
Muslim public opinion on these matters fo 
crystallise before we try to change this 
customary right or make changes in their 
personal law.” 

When (his part of the debate was brought 
to the notice of the court the response was: 
We understand thedfflculties involved in 
bringing persons of different faiths and 
persuasipns,di a common platform. But, a 
beginning has to be made if the Constitution 
is to have«ny nieaning. Inevitably the role 
of the reformer has to be assum^ by the 
couru because it is b^ond enduranoe ef 
sensitive minds to allw injustice to be 
suffered when it it to palpable. 
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No per^ who has some acquaintance 
with thqprinciples and practiceof democracy 
would assign the role of a reformer to a judge. 
One may not have serious differences with 
the end result but that cannot be permitted 
to be secured by perverse means. 

Mote than interpreting Quran the judges 
should have indicated their understanding of 
what they mean by a uniform civil code. 
When we are talking of a uniform civil code 
It is necessary to define our terms. By uniform 
civil code do we mean similar but different 
Statutes covering the field now covered by 
the personal laws of the respective minonties? 
Or IS it a common civil'code where ail the 
communities will forgo)# their religious and 
ethnic identities and will be governed by one 
statute covering all the personal laws? Are 
all these going to be achieved by a democratic 
process of working out a consensus? Or isit 
going to be statutorily imposed? Or is it 
going to be judicially declared? 

When we talk about reform we ordinarily 
understand it as an act of transformation for 
the better. The old, the outdated is replaced 
by a new one. The reformer has to delineate 
the alternative, etc, for people to understand 
what tiK alternative is like. This effort should 
lead to a public debate. The court has neither 
the equipment nor is it suited to don the 
reformist role. Thus when the Supreme Court 
donned the refoimist role it ended up by 
pitting the CodeofCriminal Procedure agtiinst 
the Quran and interpreted Quran in terms of 
the Criminal Procedure Code This was 
objectionable. Judge Tilhan' s approach is no 
better. LiketheQueeninA/icein Wonderland 
with one stroke he seems to have struck down 
Sha’riat Act, 1937 and the oral talaq. 

All of us agree that we should abolish the 
caste system which has given rise to almost 
all the problems we are facing today. There 
was an excellent occasion to deal with this 
question squarely in the Reservations case 
(Indira Sawhney vs <10100 of India). In fact 
there is an elaborate discussion on the evils 
of caste system and the periodical revolts 
against it throughout history. The Supreme 
Court could have declared ^e caste system 
as wholly invalid. After all sensitive minds 
should be equally uneasy of the iniquities 
and the injustices perpetiated by the caste 
system. There could not have b^ a better 
occasion for the court to don the reformer's 
role. But till now the caste question was 
never addressed in terms of the Constitution 
by the courts. 

The d^ates in the Constituent Assembly 
inform us of the apprehension of the minority 
communities and dalits at the time when the 
Constitution was on the anvil and the 
assurance extended by the leaders of the 
nujority community. S^larism and politics 
of a secular nature were assured to the 
members. We were all for a secular pedity. 
Implied in the term secularism is not just a 
leg^ commitment to formal equality, it also 


recoghises the claim of religious and other 
minorities to a right to equality. It is a right to 
be treated as an equal in all respects with the 
majority immunity including with regard 
to share iri the power structure. This equality 
in content wholly receded to the background. 
The majority commuraty has assumed the role 
ofadominantcommuniQi.aconquetor's role. 

The minority's resistance to reform and a 
reluctance to change its outmoded ways has 
to be seen as a symbol of resistance to the 
dominant culture. The increasing number of 
Muslim youth rushing with skull caps on into 
the mosque morning, noon and evening 
appears is more like a political statement of 


DISSIDENT activities that have characterised 
the Congress Party in Karnataka did subside 
somewhat afler the implementation of the 
Jagannath Mishra plan of January 1994. 
Mishra met the vanous dissident factions 
and promised them a share of the cake of 
power. .As a first step to curb the dissident 
activity, Rajshekar Murthy, the leader of the 
powerful Lingayat faction and a contender 
for the post of chief minister, was promoted 
to become an MP through the Rajya Sabha. 
S M Krishna, the leader of the Vokkaliga 
faction, was continued as deputy chief 
mimster in spite of the wranglings between 
him and the chief minister. The leaders of 
both the dominant castes were assured that 
their followers would be provided sufficient 
amount of places in the ministerial reshuffle. 
Hence when Veerappa Moily announced his 
46-membcr ministiy on April 14, the largest 
the state has ever had, it was perceived as 
a political rather than an admini.strattve 
exercise. 

Oneoutofevery five Congres.s(l) members 
in both the houses have found a berth in the 
cabinet Out of 21 Omembers in the legislature 
(180 in the assembly and 30 in the council), 
46 have become ministers. The represen¬ 
tatives of Rajshekar Murthy, S M Krishna 
and the KPCC president Krishna Rao factions 
have been accommodated with a view to 
satisfy the dissidents. The chief minister has 
^aimed that the ministry is representative of 
all castes and regions of the ^te. 

Caste groups are well-represented. The 
two dominant groups of Lingayats and 
Vokkaligas have received more than what 
they had bargained for. There are six 
Lingayats and eight Vokkaligas in the 
ministry. The brahmins have two 
representatives. In the panchayat elections a 
sizeable number of SCs had abandoned the 


a community under threat than a mere growth 
of fundamentalism. The latter may very well 
be the means by which the community has 
decided to fight thedominantculture’sd^gn 
to override the minority and its identity. It 
is the vindication of their right to be diffemtt 
and a visible expression of their otherness. 
In the present climate a few more judgments 
like judge Tilhari's may lead to situations 
which may well become irretrievable. Some 
may welcome such decisions on the ground 
that it is, after all, just. As Cordozo puts it 
so well “That might result in benevolent 
despotism if the judges were benevolent 
men. It would put an end to the reign of law.” 


Congress to join the Janata Dal. To win them 
over to the Congress, six SC and three ST 
members have been inducted into the 
ministry. Bangarappa, ex-chief minister of 
Karnataka and president of Karnataka 
Congress Party, through his massive public 
rallies, has made inroads into the traditional 
Congress votes of the BCs. Twelve members 
of the BCs have been accommodated in the 
ministry by Moily to counteract theinfluence 
of Bangarappa. There are two Reddys, one 
Bunt, three Muslims, one Kodava and one 
Chnstian in the ministry. The speakerbclongs 
to the Lingayat community while the deputy 
speaker comes from a scheduled caste. 

The chief minister has observed that all 
distnets have been given representation. His 
own district ot South Kanara has been 
favoured with five ministers There arc four 
ministers each from Gulbarga, Bangalore 
(city) and Bangalore (rural). While there are 
three ministers each from Chitradurga. 
Tumkur, Mandya and Dharwad. Bijapur, 
Kolar, Hassan. Kodagu and Chikmagalur 
have two representatives each. Districts of 
Mysore, Uttara Kannada. Shimoga. Bidar. 
Raichur, Bellary and Bel gaum are represented 
by one person each. Moily is expected to 
accommrxiate the other legislatois to various 
boards and corporations as chairpersons. 

The cabinet has twocontrovcrsial ministers 
“Anyone under cloud should nol continue 
in the cabinet”, Moily had observed when 
.S Ramesh, the minister for culture, was forced 
to resign from the Bangarappa cabinet tor 
his involvement in the tiring at Kunigal 
during thAytelection of Karnataka assembly 
in which one person was killed and three 
were injured. Moily had also ordered an 
inquiry against Ramesh tor his alleged 
involvement in land-grabbing under the 
Ashraya programme. Surprisingly, Ramesh 


Karnataka Cabinet Reshuffle: Unviable 

Ambrose Pinto 

The cabinet reshuffle by Veerappa Moily was a political rather than an 
administrative exercise. 
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has found a berth in Moily’s cabinet. A 
Bangaiappa supporter, Ramesh has 
conveniently changed his loyalty to Moily. 

So has Kagi^ Tlununappa. Soon after 
assuming offlce as chief minister, Moily had 
ordered an inquiry against him to investigate 
the charges of misappropriation of funds 
amounting to Rs IS crons under the Ashraya 
programme. The inquiry has not yet 
completed its work. Yet Thimmappa finds 
a place in the ministry. 

Neither the loyalists nor the dissidents 
wanted these men in the cabinet. How did 
they then find a place? Ramesh is perceived 
to be the leader of the brahmin community. 
The Brahmana Mahasabha in a recent 
statementhad requested die endrecommunity 
to back him. The man has the backing of 
some bigwigs in Delhi too. On the other 
hand, the decision to induct Thimmappa is 
to counter the Bangarappa* s influence on the 
electorate. Thimmappa hails from the same 
district as Bangarappa and belongs to the 
Idiga community of the latter. 

The ministry has been cntiased for its 
size by all secbons of political parties and 
the public. Moily might say that the 
Constitution does not menuon a^ut the size 
of ministry. However, the Admimstrative 
Reforms Commission has regarded 10 per 
cent of the total membership of the assembly 
as an ideal size. Accordingly, a ministry of 
23 should have been ideal for Karnataka. 
Deve Gowda, the state Janata Dal president, 
commented on the pathetic state of help¬ 
lessness of the chief minister. “Never before 
in the country", he said, “has a chjef minister 
been rendered so helpless by AIOC president 
by not allowing him to execute responsibility 
independendy”. Deshpande, the leader of the 
opposition in the assembly, described the 
ministry as “elephant-sized” and “worth 
nothing”. He found it unfortunate that at 
a time of severe financial crisis through 
which the state was passing, spch a big 
ministry had to be constituted at the expense 
of the common man. Bangarappa lashed out 
at the Congress president, Narastmha Rao. 
for allowing the biggest ever ministry in 
Karnataka. State president of BJP’s farmers' 
wing criticised the induction of Ramesh and 
Thimmappa. 

More vociferous were some of the Congress 
MPs very close to the chief minister. Both 
Hari Prasad andChandraprabha I Jrs, a source 
of strength to Moily during the attack on him 
by the dissidents, felt that the party's 
reputation had suffered by Molly's induction 
of legislators facing various charges. Han 
Prasad openly declared that it had been a 
blunder on his part that he had supported 
Moily at one time. Theumon railway minister 
Sharief expressed his dissatisfaction at the 
'airbus ministry'. Subbaiaha, a Congress 
MLA. discovenng that cnminals had found 
a place in the ministry threatened to canvas 
against the Congress in the November 


electibns to the legislature. The-Moily 
loyalists are upset over the inclusion of some 
persons and the exclusion of some others. 
The dissident core.group is so dissatisfied 
that they' seem to be on the verge of 
divorcing their leaders—Rajshekar Murthy, 
S M Krishna and Krishna Rao. 

The ministry was, no dOubt, constituted 
with the coming polls in mind. Moily was 
perceived as an honest politician in spite of 
his inability to translate his pronouncements 
into action. But with the reconstitution of the 
ministry the clean image that he enjoyed has 
been sullied. 

The ministiy may not charm the public 
into voting the Congress back into power. 
With the induction of Ramesh, Thimmappa 
and a few other legislators with unfavourable 
past records, the tarnished image of the 
Congress has suffered even fiitther. 

It is true that the ministry is not of Moily ’ s 
making. But can a chief minister abdicate 
his responsibility to provide a clean and 
efficient government to the people of a 
state? Further, it raises the question of the 
powers the prime minister has arrogated to 
himself to interfere into the affairs of the 
states. It IS a pity that a federal system like 
ours permits such excessive interference of 
a party’s high command into the affairs of 
the states. 

Financially, the ministry is not viable. 
State governments spend on an average over 


Rs 5 lakh 8 month oq 8 tnininer init his 
estabHshmett. Thegovemmeidof Kanwaka 
would be spending'a whopinng Rs 4croie 
on tnaimaiiung the ministry every month, 
which is a conaerv^ve estimate. Annually, 
it would come to Rs’ 48 crore. Hiis at a time 
when the state government has borrowed 
Rs 200 croie from Peerless agency at 18 
per cent rate of interest! 

By inducting Ramesh andThimmappainto 
the ministry, the chief minister may have 
exonerated both these ministers. But would 
the peopleexoneratethem?F<M’the first tiioe, 
the legislators from ruling and oppositioii 
parties and the public are as|(ing Moily the 
very same uncomfortable questions Moily 
had asked Bangarappa as a chief dissident 
about probity in public life. As it is, the 
Congress did not have much of an image in 
Karnataka due to squabbles and inflating. 
Now the chief minister, who was expected 
to lead the party out of the mess it wm in, 
has landed himself in the same mess. 

A message the Congress people have 
been given by the reshuffle of the ministry 
IS that dissidence pays rich dividends. Not 
only have a majority of the dissident 
ministers been accommodated, some of 
their friends who were not in the ministry 
have too found a place. Instead of chopping 
the dead wood, Moily has added more. A 
new Congress culture is evolving even in 
the southern states! 
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Nutritional Status ofliibal Children 
in Birbhum District 

Ruby Sain 

Untimely death and severe malnounshment are charadenstic features of 
the child population in tnbal villages of Birbhum district 


MALNUTRITION and undernutntion 
consQtule a senous hazard to the growth and 
development of people, particularly children 
Although poverty is a major cause of 
malnutntion, there are also socio-cultural 
factors that have kept large populauon groups 
in need of an adequate level of nutnuon 

Nutntionallv.die worst sufferers atechildrcn, 
expectant and nursing mothers Undoubtedly, 
improved purchasing power can upgra^ 
nutntion but it will take a long time before 
the benefits of the development process can 
reach those groups in the low income levels 
The basic causes of malnutntion in our 
country are the non-availability of 
nutnbonally balanced and acceptable foods, 
low in cost to the poor 

According to FAO reports there are about 
460 million people—15 per cent of the 
world’s population excluding China—who 
are malnounshed of which about 300million 
live m South Asia where they constitute one- 
third of the population What makes that 
situation most senous is that the main victims 
of malnutntion are children under 3 

The problem of malnutnuon is more acute 
among the childienofbackward communities 
whoseparentsaiedepnvedof socio-economic 
rewards Backward communities people are 
soil a depnved community They are still the 
victims of social, economical and political 
helplessness and hopelessness Due to lack 
of education they alro fail to appreciate the 
nutnhonal knowledge and as a result they 
do not serve the food which may be available 
cheaply and easily and which would be 
nutnbonally correct 

We explored the problem of nutntion and 
hunger among the Santals living in three 
villages of Birbhum distnct Educationally, 
most fdmily members in three villages (62 73 
percent) are illitertte Oily a very few (8 22 
per cent) bad sbidied up to the pnmary and 
jumorlevels Only0.19percent were found 
to be lit«ate in the stnct sense Regarding 
occupational status the majonty of the 
populauon (28 68 per cent) in three villages 
are engaged in agncuftural labour work A 
very small percentage. 4 S9 per cent are 
engaged in agnculture-related jobs The 
spatial distance does not reflect any influence 
on occupational choice and status The 
disinbution of the family income shows that 
a huge proportion of the funilies (26 83 per 
cent po^auon in Aynadanga village, 34.09 


per cent in Upparkhara village and 55 56 per 
cent in Mostala village) fall within the income 
rangeofRslOi Rs500permonth Only? 32 
per cent families in Aynadanga village, 4 55 
per cent in Upparkhara village and 5 8 per 
cent in Mostida village earn comparatively 
higher, i e, Rs 1,100 and above per month 
The trend yields that the village nearest the 
town, 1 e, Aynadanga has a comparatively 
better economic status 
Our results show that of the total population 
of three villages 40 per cent of malnounshed 
are children of the age group 0-12 years In 
Aynadanga village which is within 5 km 
from the nearest subdivisional town 44 68 
per cent male children and 35 14 per cent 
female children are of 60 to 75 per cent ot 
the standard weight, i c, they suffer from 
grade II (moderate) degree of malnutntion 
27 66 per cent male and 13 51 per cent 
female children are of less than 60 per cent 
of standard weight, i e, suffer from grade III 
(actue) malnutrition which requires 
immediate medical attention Only 12 77 per 
cent male and 18 92 per cent female children 
are normal In Upparkhara village which is 
within 15 km ot the nearest town 6 67 per 
cent male and 10 per cent female children 
are of more than 90 per cent of standard 
weight, I e, they are normal In Mostala 
village, which is 15 km and above from the 
town only 5 88 per cent female children are 
in normal condition, 26 67 percent male and 
29 41 per cent female children are on the 
verge of malnutrition It is very striking to 
note that a very few children (12 77 per cent 
male and 18 92 per cent female children in 
Aynadanga village, 6 67 per cent male and 
10 per cent female children in Upparkhara 
village and 5 88 per cent female children in 
Mostala village) are nutnbonally sound but 
the great majonty of the children are parhal 
and full victims of malnutntion 
A large proporbon of the populabon under 
study (34 IS per cent in Aynadanga village, 
29 55 per cent in Upparkhara village and 
44 44 per cent in Mostala village) consume 
less than the minimum of 2,800 calones 
Only 21 95 percent population in Aynadanga 
village, 18 18 per cent in Upparkhara village 
and 16 67percent ofMostaiavillageconsume 
more than 2,800 calones 
Among tnbal populauon of three villages 
deflat of calone consumption (per day) from 
actual daily requirement (on the basis of sex. 


age and work) shows flw following picture. 
In Aynadanga village, 31 58 per cent (12-»-) 
populauon have regular deficit of calones 
from actual requirement of about 500 and 
above and 31 58 per cent in the same age 
and sex, group population have a per day 
deficit of consumption of less than l(X> 
calones In Upparkhara village, which is 
within 15 km from the town, among 50 pa 
cent m^e population (12-t-) regular defiat of 
calone consumption is 500 and above In 
Mostala village, which is more than IS km 
from the town, among 60 per cent male 
population (12+) per day deficit of calone 
consumption is 500 and above In the case 
of women (12+) of Aynadanga village 38.46 
per cent and in Upparkhara village 46 67 per 
cent have a regular calone deficit of 5(X) and 
above In the case of Mostala village this 
deficit IS found only among 10 per cent of 
the female (12+) population In case of male 
children of 0-12 years of age group 24 per 
cent of Aynadanga village, 30 30 per cent 
of Upparkhara village and 50 per cent of 
Mostida village have a regular cidone deficit 
of 500 and above In the case of female 
children of 0-12 years age group 27 78 per 
cent of the village 5 km distance from the 
town, 45 16 per cent of the village 15 km 
distance and 50 per cent of 15 and above km 
distance village from the town have a regular 
deficit of calones consumption of about 500 
and above Most of the children in three 
villages have a constant and sometimes 
increasing calone deficit of 500 calones and 
above which may be one of the indicators 
of malnutnuon 

Nutrition consciousness regarding 
introduction of supplementary foods in 
infants’ diet from four months onwards 
reflects interesting features in the three 
villages Only 4 55 per cent families in 
Upparkhara village have a favourable abitude 
regarding introduction of supplementary 
foods in infants’ diet The result relating to 
feeding habits, in Aynadanga village 34 15 
per cent mothers, in Mostala village 27 78 
per cent mothers regularly give food to 
their children not allowing other’s 
interference In Upparkhara village which 
IS within 15 km from the nearest town, 
95 45 per cent mothers give food directly 
to their children 

Mortality of children between 0-12 years 
of age group shows that in the three villages 
under study 06 per cent male and 100 per 
cent female children died wtthinO-48 months 
and mortality rate is higher for females among 
the tnbal people Among tribal male 
children fever accounted for 52 per cent 
of deaths Besides 16 per cent of male 
children died due to diarrhoea and 
dehydration In the case ot tnbal female 
children 47 06 per cent died of fever and 
few of tetanus, diarrhoea and fever with 
cough and cold 
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Rebellion in Chiapas 

Colonial History of a New World Disorder 

Vinay Lai 

The rebellion in Chiapas, Mexico, provides a faint glimmer of hope that 
the 'new world order’ will not so easily be put into place. 


JUST hours into the new year, several 
hundreds—and possibly as many as 2,000— 
armed peasants attacked and briefly occupied 
four towns, San Cristqbal de Las Casas, 
Ocosingo, Altamirano, and Las Margaritas, 
and the Rancho Nuevo regional military base 
in the southern state of Chiapas, Mexicq. 
Constituting themselves into the self-styled 
Zapatista National Liberation Army (EZLN), 
v^ch takes its name after Emiliano Zapata, 
a legendary flgute in Mexican history for his 
defence of the rights of the poor and the 
landless, theseguerrillasissueda ‘Declaration 
of War', and stated their intent to “advance 
to the capital of the country" after engaging 
andovercomingthe Mexican Federal Army.' 
Although the government of president Carlos 
Salinas de Gortari at first indicated that it 
would be willing to negotiate with the rebels 
and accordingly did not go on the offensive, 
within a couple of days the Mexican army 
was brought into Qiiapas, and the guerrillas 
retreated into the hills and the safety of dense 
forests. Over a hundred casualties had been 
repotted in the first few days of fighting. 
Amidst widespread reports of atrocities 
committed by troops and of summary 
executions of captured rebels,* the 
government appears to have moved swiftly 
to silence its critics and appease the poor 
peasants of Chiapas, promising new food 
programmes, farm subsidies, and other aid. 
Bylhe early panof the second week, between 
10,000-13,000soldiers had been moved into 
the area, and the four towns had been retaken 
by the army. Casualties had mounted swiftly; 
the bombing by air of many villages, and the 
death of numerous civilian non-combatants, 
evoked much criticism. Salinas removed the 
interior minister,PatrDcinioGanido,fonnttiy 
the governor of Chiapas, and chose Manuel 
Camacho Solis, formerly mayor of Mexico 
dty andSalinas' foreignminister, to negotiate 
with the rebels. On January 12, the 
government declared a unilateral cease-fire, 
and offered the rebels amnesty, an offer to 
which Commandantc Marcos, the masked 
leader of the Zapatas in whose name the 
guerrillas have released their communiques, 
responded with the following words; ‘.^What 
are they going to pardon us for? For not 
dying of hunger? For not keeping quiet in 
our misery? For not having humbly accepted 
the weighty historic bui^n of scorn and 
abandonment?”' Fighting nonetheless came 
ton stuidstill, and in mid-February the rebels 
even released their prize hostage, Absalon 
Castclanos Dominguez, the 70-year old 
former governor of Chiapas whose 


administration was infamous for corruption 
and abuses of human rights, and whom a 
tnbunal convened by the rebels had sentenced 
to “a life of hard labour in one of the 
communities that had suffered under his 
rule”.* There has been some reluctance on 
part of the leaders of the i^llion to engage 
in direct negotiations with the government, 
for the precedent of 1919, when the 
government of Mexico arranged for the 
assassination of Emiliano Zapata while 
pretending to bring him to^e negotiation 
table, has very much been on their mind as 
their written communications suggest.’ 
However, as of early March, negotiations 
had been commenced. 

The rebellion in Mexico, as many 
commentators have noted, could not have 
come at a more embarrassing moment for the 
government of president Salinas. When 
Salmas first came to power, he almost at once 
initiated a programme for the economic 
transformation of Mexico. Although not a 
‘Chicago boy’,* Salinas was trained at 
Harvard, another notorious seat of 
unimaginative economic thinking and 
political and intellectual conservatism, and 
he proceeded to implement his plan to set 
Mexico on the path of a free market economy 
by auctioning state-owned firms, opening 
the economy to virtually unhindered foreign 
investment, drastically cutting import tariffs 
from 100 per cent to no more than 20 per 
cent, and reoudiating the constitutionally- 
ordained obligations of the government to 
provide foi tlie redistribution of land. In a 
report ftimisheu by the Bank of Mexico, it 
is revealed that Mmcico in 1992 had only 217 
state-owned firms, compared to 1,335 in 
1982: among the state industries which bad 
been sold are telephone companies, 
Aeromexico (Mexico’s international airlines), 
and Mexicans (the state airlines). 'Die largest 
private-sector employer in Mexico today is 
General Motors; and if in 1974 wages were 
one-fourth of what they were in the US, by 
early 1990 they bad decreased to lOpercent. 
Foreign investment in Mexico had nsen five¬ 
fold from $ 10 billion in 1980 to over $ 50 
billion in 1992.' Section X of she Mexicui 
constitution of 1917, which guaranteed 
peasants“communalland*‘,even if it entailed 
in expropriation of land at the expense of 
the fedmlgovemment,^as repealed in 1992. 
’Thus, while threc'years ago there were 2S,(X)0 
unresolved land claims in Mexico, today 
there are fewer than 3,000 of these cases, the 
vast majority of them having been resolved 
by turning down the claims." The aowning 


achievement of Salinas, as he himself saw 
it, was Mexico's entry into the North 
Americmi Free Trade Agreement (NAFTA). 
With the ratification of NAFTA, Salinas 
imagined that Mexico had been set on the 
irreversible path towards greatness as a 
modem, industrialised nation, a fantasy that 
he shares with many third world leaders; the 
rebels saw it quite differently, for as 
Commandante Marcos put it, "The free-trade 
agreement is a death certifleate for the Indian 
peoples of Mexico, who are dispensable for 
the government of Carlos Salinas de Gortari. 
We rise up in arms against this death sentence 
from Carlos Salinas".* Thus, when the 
rebellion broke out, just hours after NAFTA 
went into effect and in the year when national 
elections are due to take place, it was a rudd 
reminder of the presence of what Jorge 
Castaneda (and others) call the “Other 
Mexico”. '* This is the Mexico where, despite 
vastly increased social spending by the 
government, and the initiation of widely- 
touted anti-poverty programmes such as 
‘Solidarity’, 16 per cent of the population 
is officially described as living in “extreme 
poverty”, and another 27 per cent as “poor”; 
a quarter of the labour force is out of work, 
but Mexico now has seven billionaires, as 
many as in Bntain." 

As in many countries that have agreed to 
come under the tutelage of the US and the 
IMF, the disparities in Mexico have increased 
enormously; 10 per cent of the population 
controls 41.4 percentofthe national wealth. '* 
But to understand why the rebellion took 
place in Chiapas and why it has taken its 
present (somewhat archaic) form, given the 
demise of the left throughout the world and 
particularly guerrllla-ivpe left movements in 
Latin America, we need locmbed the rebellion 
both in the history of Qilapaa since the 
conquest of Mexico by the Spanish 
conquistadores, and in the geopolitics of the 
new world order today. The colonial past of 
Chiapas may appear to lie at a great remote, 
but as the gu^lias of the Zapatista army 
stated in their ‘Declaration of War', “We are 
a product of SOO years of struggle: first 
against slavery, then during the war of 
independence against Spain led by insurgents, 
then to avoid being absorbed by North 
American imperialism.”!’ One of the four 
towns captured by the rebels, San Cristobal 
de Las Casas, lakes its name from the 
Dominican friarBartoleroedelas Casas, who 
was to accompany Cortes on his conquest 
of Mexico, and subsequently acquir^ fame 
as the protector of the rights of Indians. In 
1544, when he was already 70 years old. Las 
f’afiw agreed to take charge of the poor and 
little-known bishogoric of Chiapas, 
presumably to aid Dominicans in their effort 
to preach’thd faith without the use of force, 
a subject on which he had already written 
his treatise, 77ie Only Way of Attracting All 
People to the True Religion.'* Las Casas 
came to Chiapas bearing in hand the Nw 
Laws signed by Charles V of Spain, which 

governed the conduct of theSpanirii colonists 
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intheAitt6ric».atKitwM(ietiim 
Indians! The 'encomenderos*, the colonists 
and desdtndanis of conquisiadores, inveighed 
against the New Laws, an attempt is said to 
ve been made on Las Casas’life tnlS47, 
Las Casas returned to Spain, a few years 
later, he was to take pan in a memorable 
debate at Valladolid b^een Juan Gines de 
Sepulveda and himself on the two-fold 
question of whether some men are (as 
Anstotle had mamtained) ‘slaves by nature', 
and whether a just war could be waged 
against the Indians Las Casas won that 
debate, he was now to devote the rest of his 
long life to exposing the cnielhes perpetrated 
by the Spanish upon thi Indians 
Las Casas could achieve very little, 
however, when we consider that it was not 
until theearly 1980s that Indians were allowed 
on the side-walks of San Cnstobel de Las 
Casas ” The history of Chiapas has been a 
gravely troubled and unfortunate one from 
the earliest days, what remained of the Indian 
population after the conquest was further 
decimated by disease, a measles epidemic in 
1529 taking a heavy toll Two-thirds of the 
indigenous population of Chiapas and 
Guatemala is estimated to have been wiped 
out between 1540 and 1582 on account of 
smallpox, pneumonia, bubonic plague, and 
famine The traditional social structures were 
being rendered obsolete, on the other hand, 
a struggle for the control of the Indian 
population and the right to direct the local 
social and political transformations was being 
waged between the encomenderos, the 
descendants of the conquistadores who had 
acquired large properties in land, and the 
Dominicans who insisted on promulgating 
the teachings of Las Casas “ Among the 
Indian elites who were thought to have 
converted to Christianity, many continued to 
indulge in “idolatrous worship" in their 
pi I vate lives, offering traditional ceremonies 
to ancient gods Thus originated the 
'Conspiracy of the Twelve Apostles’, a 
reference to 12 men of principal Indian 
li neages who, though known to be Christians, 
had been accused of partaking in a 
‘clandestine cult” that offered “demonic 
rites” against the Christian religion 
hamarusm was to become the vehicle lor 
cultural resistance and, as some scholars 
have suggested, may have contnbuted to 
nativist movements of later periods in 
Chiapas, Yucatan, and Guatemala The 
history of rebellion in Chiapas, in any case, 
IS as old as that of the conquest, and it is 
in the framework of the Tzeltal Revolt of 
1712, the Jacinto Canek Rebellion in 1761, 
the Anastaco Tzal Revolt in 1820, theTzotzil 
rebellion of 1868, and the long-lasting Caste 
War in Yucatan that we must place the recent 
rebellion in Chiapas In the Caste War, among 
the firat dungs that the Mayas, who had risen 
against their European overlords, did was to 
vade the city centre of Valla^lid, from 
which they were banned Their battle cry. 
It IS said, was “Kill everyone in trousers'”" 
Although the revolution of 1910-17 


appealed to promise sweeping changes, 
particularly agranan reform, the re^stnbution 
of land was left to the big landlords and 
ranchers, the very gentry that was opposed 
to the dismemberment of their haciendas, 
moreover, the remoteness of Chiapas, which 
lies at the southern end of Mexico, to the 
east of the state of Oaxaca and north of 
Guatemala, of which it was once a part, 
engendered an attitude of indifference among 
thebureaucrats in Mexico city The revolution 
reaffirmed the nghts of Indians to collective 
ownership of land, and during the presidency 
of Lazaro Cardenas in the 1930s millions of 
hectares of land were redistributed, another 
such redistribution in Chiapas took place in 
the 1950s and 60s, raising the number of 
families on ‘ejidos’, or collective farms, from 
71,000in 1950to l,48,000in 1970 Theland 
so distnbuted, however, often had the poorest 
soil, and without financial support the 
productivity ot these ejidos has not only 
remained very low, often not even enough 
to support the families that farm the land, 
but has been vastly outstripped by pnvate 
agriculture As the rebels have pointed out 
at the peace talks, ncdistnbution of land will 
not suffice, the land must be productive, 
peasants must be offered the use of 
technology, and the infrastructure (such as 
roads) has to be available to get produce to 
the market Cattle ranches, meanwhile, where 
exempt from being parcelled out, and over 
the years the population of the herds has 
grown enormously, if in the Highland 
Clearances human beings were driven out to 
make room for sheep, flung (in Marx’s 
memorable descnption) “onto the sea-shore” 
to live as amphibians,'* in Chiapas cattle is 
replacing people Between 1960 and 1976, 
the area in Chiapas used for livestock grew 
from 22 per cent to 49 per cent, and 6,000 
rancher families, who together constitute less 
than 1 percent of the population of Chiapas, 
hold the title to nearly half of the total land 
area of Chiapas Both ranchers and the big 
landlords have consistently hired thugs to 
intimidate Indians and make them relinquish 
their land, as Amnesty International, 
Minnesota Advocates for Human Rights, 
and numerous other organisations have 
documented on previous occasions, human 
rights abuses in Chiapas are legion ” Unable 
to make a living off the land, the peasants 
in Chiapas have been dn ven into the Lacandon 
forest, home to I2,0(X} people in I960, the 
Lacandon now has 3,00,000 people, and the 
ecosystem, already rendered fragile by illegal 
logging and oil dnlling, now appears to be 
on the verge of collapse War, in more than 
one way, has come to the forest ” 

If massive iniquities in landownership 
suggest why Chiapas is ridden with 
depnvation, other indicators also point to the 
problem of endemic poverty In Chiapas, the 
rate of literacy is 69 9 per cent, while for 
Mexico as a whole the rate is 87 4 per cent 
In 1990, only 58 4 per cent of the households 
in Chiapas had running water, and only 30 
per cent have electricity today, although a 


quarter ofthe electricity consumed tn Mexico 
isgenerated in Chiapas, thenumberofhospital 
beds and telephones relative to the population 
IS the lowest in the region When we consider 
that Chiapas has the largest population of 
Indians of any state, some of the reasons for 
the neglect of this region become all too 
apparent While across Mexico 7 S per cent 
people speak an Indian language, in Chiapas 
this figure stands at 26 4 per cent, moreover, 
between 30-40 per cent of the Indians do not 
speak Spanish at all ” The bishop of San 
Cristobal, Samuel Ruiz, controversial for his 
supposed espousal of ‘liberation theology’, 
has estimated that in 1993 alone 15,000 
Indians died of hunger, disease, and 
violence 

One4hird ot the population is without any 
access to health care Nineteen per cent of 
the workforce of 1 12 irallion in Chiapas is 
without any income, another 40 per cent earn 
less than the federally mandat^ minimum 
wage of $ 3 33 per day, and only 15 per cent 
of the workforce earns $ 6 67 or more a day 
While per capita GDP for Mexico amount^ 
lo$3.250in 1991, in Chiapas It was S 1,710, 
moreover, a third of the GDP in Chiapas is 
generated in the agncultural sector, more 
than in any other state ” 

Considering the history of Chiapas, the 
gnnding poverty ol the region, and most 
fundamentally the fact that the restructunng 
of the Mexican economy has placed certain 
segments of the population outside the pale 
of reform and modernisation—bamshed them 
into an “economic exile” and cultural 
isolation^'— It IS ludicrous to suppose that 
there were not enough grounds for dissent 
and rebellion I have not even accounted for 
the enormous pressure excited on Chiapas 
by the presence of thousands of Guatemalan 
and other central American refugees in 
Chiapas, or for the ferment created by 
proselytising among Protestant mis- 
sionanes," or the part played by mega- 
projects of the state such as the construction 
of huge hydroelectric dams all across the 
state. 111 effecting the displacement ot a large 
number of Indians and disrupting the 
traditional patterns of life Predictably, 
however, when the rebellion broke out, the 
first response of the government was to deny 
Its indigenous ongins and attribute it to 
netanous influences from across Mexico’s 
borders The rebels are said to have been 
influenced wholly by the Sandinistas, left- 
guemllas in El Salvador, and other central 
American revolutionary movements.” other 
figures in the government, and iheir lackeys 
in the media and the universities, have even 
sought to portray the rebellion as an outcome 
of the ‘drug wars’ The pathetic attempt to 
discredit the rebellion in Chiapas as a (in 
president Salmas’ words)“forcign import — 
which IS reminiscent of the Indian 
government’s persistent resort (b the'forcign 
hand’ in mitigation of the refusal of certain 
marginalised sections in Indian society to 
accede to the notion of sovereignly held by 
the ruling elites—makes a mockery ol the 
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iqjuittces to which the Indian population of 
Ctn&pas has been subjected for nearly 500 
years, and as for the other attempt to render 
the rebellion into an affair of cnminal and 
lawless elements, the Zapatistas themselves 
provided a most fitting reply in their opening 
salvo "Beforehand, we rehisc any effort to 
disgrace our just cause by accusing us of 
being dnigtraffickers.druggucmllas, thieves, 
or other names that might be used by our 
enemies” ** 

it was less than two years ago that the 
world 'celebrated* the quincenteruiial of the 
‘discovery* of the Amencas by a marauding 
specimen of Christendom by the name of 
Chnstopher Columbus, and it is even more 
recently that the ‘blood-curdling* activities 
m Peru of the Maoist revolutionary party, 
Sendero Luminoso (*Thc Shining Path*), 
which appeared to have been undertaken in 
partial emulation of the blood saenflees 
canned out by the Incas, were arrested with 
the capture and incarceration of Abimail 
Guzman, the leader of the Shining Path The 
rebellion in Chiapas, the events in Peru, and 
) the recent reminders of the history of the 
enslavement of indigenous populations in 
central and Latin America by the enactment 
of grotesque tnbutes to Columbus and the 
conquistadores who came in hts wake must 
be viewed collectively as pointing not only 
to unresolved problems from a torturous and 
bloody past, but to the continuing attempts 
by the west to strangulate large chunks of 
the world*s population The west’s 
endeavours at domination may have taken 
the form of garrotting ’underdeveloped* 
countries by coercing them to accept GATT 
and the dictates of the IMP and the World 
Bank, not to mention theoutnght decimation 
of ‘hostile* nations, as the relentless bombing 
of Iraq and other acts of militaristic 
adventunsm by the US and the UK have 
shown The rebellion in Chiapas provides, 
then, a faint glimmer of hope that the ‘new 
world order’ will not so easily be put into 
place, and it suggests even that ‘disorder* is 
to be preferred to the regime ol ’order’ that 
tyrannical elites posing as torch-bearers of 
freedom are seeking to impose throughout 
the world 
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PERsracnvES 


Gandhari, the Rebd 

Jayanii Afaun 


Gandhari is regarded as a symbol of the devoted wife who is subservient 
to her husband, body and soid. She had even blmi^olded herself because 
her husband was blind. But was she really subservient to her blind 
husband who was, in die real sense, blind to all injustice and immorality? 



GANDHARl.like Silaand&vitri, it revered 
and fmdly remembered by all Indian women 
whose ody aim and anMtion in life is to 
blindly ‘adore’ the hatband and be 
subservient to him, body and tool. The icteal 
example to prove thelrfondctmvicdon it that 
Gand^ had blindfolded hertdf because 
her husband was blind. Most of us have 
recently gone throu^ the experience of 
watching ‘religiontly ’ the ‘filmi* presentation 
of our great e(ric. Have we r^ly found 
Gandhari subsi^ent to her blind husband 



who was,mthereal sense,blind toallinjustioe 
and immoralities? Her inner eyes, behind the 
blindfolded ones, seemed to have developed 
special power of seeing evoi that which 
normal eyesight could not detect. Histoncally 
theMahidiha^an society—paiticulady,tlie 
family-structure and mond norms—appears 
to be preceding that of Ramayana, thwgh 
m reli^ous chronology, Ramayana is the 
predecessor. It definitely was the age of pro- 
brahminical supremacy; it is evident from 
the insignificant roieoffCuiguruKripachaiya, 
from the ease with which Kshattiyas got 
‘var’ <boon) fiom the ‘rishis’ and ‘devatas’ 


and, above all from the peculiar fact that a 
brahmin (viz, Dronacha^a) had to give up 
his traditional ‘adhyayan’ and ‘adhyapan’ 
(study and teaching) and be supreme in the 
art of the Kshalriyas, in order to earn his 
living as well as status 
Tl^ is why, perhaps, the women in 
MaAaManita eqjoyed (|^ a bit of freedom 
^of thought and expression, though their 
^vities were confined to the‘andannahal’ 
(ladies’ section of the palace); that it why, 
perhaps, moreorlest thesame moral standards 
were applicable to men and women 
(Yudhi^tira wu no less censored for 
‘telliiig’ his wife in the gamble). When 
Drauf^ wu actually stripy and sexually 
humiliatod la ftont of so many men the mrual 
blame wu toully on the men (not merdy 
on Duryodhan or Duhshashan); in fact 
Draupadi wu admired—and later adored— 
as pure and spirited. Sita in Ramayana haJ 
actually remained chaste and untouched by 
Ravana; and even if she were not, it wu not 
^ ^ (just as, it wu not Draupadi’s); yet 
wu suspected by her‘god’iHisband (the 
god is supposed to be the abode of all virtuu) 
and the humiliation she did not have to suffer 


in the hands oS her enemy: she suffered in 


the hands of her own ‘loving’ husband(who 
is said to have gone mad having lost Sita). 
Thus Ramayana shows the typical 
brahminical morality—wUdi pervadueven 
die pte-21st century—that it is the victim 
of sexual crime who it to be blamed, u she 
happens to be a woman and not die criminal 
since he is the man. The Mahabharatian 
women, even when finally yielding to the 
male value of “must have-a-ton", pleaded, 
objected and protested (like Ambalika and 
Ambika). Can we find adiaracler like Amba, 
even among the ‘feminists’, who vowed to 
take reven^ of her insult by Bhishma and 
left no stonu unturned to do so? To have 
a male child wu a must no doubt (like it 
is today), but can we think in the present 
society of thechild'sideiuity from the mother, 
u it wu in case of the Pa^vu who were, 
very often, called Kaunteyu? Can we think 
of the husband asking his wife to cohabit 
with another male because he is uicapable 
of becoming a father, u Pandu had uked 
Kunti?’niepost-biahminicalhusbands would 
rather marry agam, declaring the wifeabatien; 
and then go on marrying since he never will 
be able to produce a child. Can we also think 
of a widow conceiving (u it wu in the case 
of Ambalika and Ambika). Since women 
luive always been primarily an object of sex 
and pleasure for men m all societies, sexual 
fteedom and sexual identity of the women 
is a very important indicator of women 
freedom. The more important indicator is the 
fact that no moral judgment wu made on 
the woman for the man’s crime. In such an 
emancipated society can the blindfolded 
Gandhari be considered the epitome of the 
wife’s blind subservience to her husband? 

We have seen that the reigning strain in 
Gandhisii’s life is her strong sense of justice, 
which always remained strangled, and the 
unending suffering because of that 
helplessneu; her sense of fairness wu so 
strong and d^ rooted—it wu, in fact, part 
of her personaiity-rthat not only she 
constantly argued with her husbflid, the king, 
but she did not huitate to curse even Krishna, 
whom she very well knew u the god. We 
have seen her raising the point of law 
govermng tte king and his kingdom when 
Yudhisbtira was being sent alone to 
Khandavprutha in the pretext that be wu 
the crown prince; but thoi, Duiyodhan also 


wu a crown prmce She wu almost dying 
in shame when she heard of the Pandavu 
burnt to uhes. She wu not only the mother 
of Duryodhan (who else but the mother 
knows her son best?), but also posseued the 
shrewd mind of a kshatnyani 

She knew that Bhishma, Vidura, 
Dronacharya, etc, will definitely not leave 
Dhntaruhtra at the time of a war with the 
Pandavu because of their unfailing, blind 
loyalty to the throne (we have seen them 
tolerating all immoral acts of the Kauravu 
because of this loyalty), but she also feared 
that they would not like to win against the 
Pandavu, who rqxesented Dharma. Gandhari, 
time and again, explained, and pleaded to her 
husband not to depn ve the Pandavu of thdr 
legitimate and legal share. The thrust of her 
argument wu that Dhntaruhtra wu first the 
king and later a father; so he should be 
^ided, in all his actions and decisions, by 
law u well u the welfare of the people of 
Hutinapur, and not by his sentiments and 
ambitiou u the father of Duiyodhan. 

We shall be totally wrong and unjust to 
Gandhan if we tend to think that Gandhari 
didnothaveamother’sheart. On the contrary, 
her love and concern for her sons were so 
deep and genuine that she dreaded to visualise 
the day when her sons will get the cnieilest 
punishment in the hands of justice—which 
ultimately has to Uiumph. Besides, u a 
mother, she used to feel tembly uhamed to 
see the shameless behaviour of her sons. 
After all, all mothers’ most cherished desire 
is to feel proud and happy with theirchildien. 
That is the supreme rewaidof motherhood. The 
mother’sheait must have fallen into thesevendi 
infemo when die ultimate of male prowess 
exposed itself in its ugliest form, i e, when 
Diiaipadi wu molested and insulted, with the 
champions of fairness like Bhishma and Vidura 
keeping their eyes^down. But, at this stage it 
wu not merely the mother's heart, but also the 
heart of a woman at the mercy of male authonty 
and above all, the mind of a judge. 

Rabindranath portrays Gandhan from this 
angle. It is no wonder, since the women in 
his shoit stones and novels are always 
individualistic without being rebels, th^ 
possess a deep sense of fairness (please do 
not club It wiUi morality), they are not flirts, 
but do not also pay any speaal value to 
loyalty orchutity; they do respect and quite 
often, love theirhusbands but do not consider 
them infallibib or beyond any cntiasm; they, 
almost always, have rational discussions arid 
arguments with the males, other than their 
husbands also (u in ‘Ghare Baire', ‘Gora’, 
‘Raktakai;pbi ’), they do not rebel or leave the 
society, but do establish their identity and 
retain it till the lut Even when Gaiidhan 
finally took off her blindfold (Gandhan is 
believed to have done so when she was in 
Banaprutha with her husband) it was not her 
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final submission to her husband, but re- 
asseTtlOn of her concern (we do not know 
whether she loved Dhntarashtra) for her blind, 
helpless husband 

Rabindranath’sGandhan isalsoateminist, 
she IS angry and ashamed at the terrible 
humiliation of Draupadi Draupadi comes 
out here not just as the daughter-in-law 
(Kulabadhu), but as womanhood (narectva) 
personalified She is also, to Gandhan the 
glowing symbol of the prospenty and wellare 
of the Kauravas She says “a mother’s pride, 
her last hope got shattoed and scattered into 
pieces at the impact of the guffaw of my 
inhuman sons’ So she pleads to the king 
“have mercy on me and deliver a mother 
from this shame, have mercy on your sons 
and deliver them from the poison of your 
blind filial love, have mercy on Hastinapur 
andletdharmaonceagainruleoverit Please, 
please, fonake your sinning sons ” She also 
added, “this noble act of yours, o king, will 
restore the lost glory of womanhood and its 
virtues’’ Gandhan’s feminism reaches its 
sublime height and she emerges as the apostle 
of justice, as if, when she ties to comfort 
Draupadi by saying, “he who has disgraced 
you will remain immortal in the history of 
mankind as disgrace and cowardice personi¬ 
fied, your disgrace is miniscule as it has been 
equally shared by all women of the world’’ 

Kunti also is known as an affectionate and 
concerned mother But Gandhan’s affection 
was far nobler It was her constant endeavour 
to prevail upon her waylaid husband and 
children that they were following the path 
of ’adharma’ (injustice or immorality) and 
therefore, destruction But, dcfmitely, her 
love for jusnee or fairness prevailed over her 
love as a mother, not a single time she was 
earned away by emotion when Duryodhan 
came for her blessings before going to war 
However, much her mother s heart pined and 
wept—for she, too, chenshed the grand idea 
of being the Rajmau (the king’s mother)— 
she could not give the blessing of Vijayshree 
(victory) She knew only dharma’ can win 
She also earnestly believed that ‘dharma’ 
alone should But did she really believe that 
her eiTing sons should pensh at the altar of 
justice or morality’’ 

No, how could she’’ Was not she a mother’’ 
Had not she suffered the pangs of giving 
birth a hundred times ’ Has not she shed a 
million tears fortheirgood sense and wellare 
Has not she, many a times, appeared to be 
too strong and stone-hearted lor the good of 
her sons’’ The mother Gandhan emerges out 
in her pur«t form when she takes ott the 
blindfold from her eyes tor once she had 
acquired divine powers and could make a 
body immortal by stanng at It She could not 
saenftee her scruples and wish Duryodhan 
win, but she also could not sacnfice Iwr filial 
feelings and see Duryodhan die So she asked 
her son to ttdee a dip in the holy river and 
come totally naked to her so that she could 
stare and make his btxiy immortal The other 
occasion when Gandhan’s undaunted 
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otitstibkemiew bunt out like a bomb from 
the (Hotber’s heart and benumbed even 
KritHna, master in the art of outwitting othcn, 
was when she came to know that Duryodhan 
was killed by foul play; her shock and anger 
were so exaggerated because she realised she 
was poorer not only by Duryodhan's death 
but dso by the loss of her conviction that 
the Pandavas were the torch-bearers of 
'dharma'. This is the most noble situation 
where this noble lady’s love as a mother and 
love for fairness express themselves in their 
most fascinating beauty. She loses her 
balance, for once, and throws out a deadly 
curse on the Yaduvansha—a curse on the 
god himself. 

Kunti, the proud and foitunate mother, 
conms out as most ordinary—maybe even 
lowly in comparison to Gandhari. No other 
mother character in Mahabharata was so 
heartless as Kunti was (not even Ganga, 
though she appeared to be, as she used to 
drown each and every of her new-born 
infants). An unmarried, immature mother 
can, perhaps, discard her baby; but can a 
mother's heart continue to see the humiliation 
and hardship that her child (Kama) 
continuously suffered. In fact, Mahabharata 
portrays Kama's character—his strength of 
mind and conviction—as far more stable and 
noble than any of the Pandavas. And Kunti 
was fully aware of this. Could not she learn 
from Gandhan that there is nothing shameful 
incondemning what is wrong—beitinoneself 
or in one's dear and near ones? Could not 
she accept Kama back when her other son 
(Aijuna) insulted him so badly? Instead of 
rectifying her adolescent blunder (we know, 
from our earlier discussion that in the 
Mahabhamtian society it was not difficult to 
do) she took advantage of Karra's nobility 
and ensured the safety of her five socially 
accepted sons. She neither had a mother's 
heart, nor a sense of justice; she only had 
the ambition of a Rajmata(the king’s mother). 

At this juncture of our discussion, 1 think, 
itbecomesquite clearwhyGandharidecided 
to blindfold herself right from the night of 
her mamage. Since her life started with 
injustice imposed upon her, her heart and 
mind rebell^ against seeing more and more 
injustices which may be waiting for her in 
the long and difficult journey of her living. 
A beautiful, intelligent and talented princess 
being married to a blind prince, who had no 
hope of becoming a king in spite of being 
the eltfer—what can be a worse injustice than 
this? I have pointed out earlier that though 
women of Mahabharata, unlike their pre- 
list century counterparts (or. should 1 say, 
compatriots?) were not victims of male moral 
judgments, they had no right to choose their 
life's partner. Swayamvara was a poetic 
mockery of wommi’s freedom. In fact, every 
thing was pre-destined. Destiny repeatedly 
shows its cruel teeth in the utter restless 
helplessness of the apostles of principle— 
the fmemost among them being Bhishma. 


Gandhari. herself, is a pathetic example of 
helplessnesss of principle in the hands of 
Destiny. Women, definitely had fre^loni of 
speech and expression, but that could not be 
translated into action or actuality, since 
everything was ‘que sera, sera' (remember 
the famous song from Hitchcock's ‘The Man 
Who Knew Too Much’ ?) Even the king, who 
appeared to be the supreme command (we 
have seen how elderly stalwarts of principle 
and statesmanship kept numb in front of the 
throne when the worst calamity, viz, insult 
of Draupadi. was threatening Hastinapur) 
was only a pawn in the ‘chausar* game of 
Destiny. Gandhari's inner eyes must have 
been 'Krantadarshi', i e, perceiving beyond 
the horizon. (In Sanskritic tradiuon, both the 
poet and the philosopher are called 
'Krantadarshi'.) So, she feared to see the 
day-to-day play of Destiny. She, obviously, 
did not also want to see the proof of her 
apprehensions about her ambitious but weak, 
thoughtless and unwise husband by seeing 
his day-to-day actions and short-sightedness. 
She preferred to keep herself ignorant and 
oblivious of the calamities that were bound 
to shake the very foundation of Hastinapur. 
She was too wise not to have a .sneaking fear 
about the destruction of her own family. 
Above all, Gandhari was womed about her 
own capability of keeping her mental cool 
and balance towards her handicapped 
husband who, she knew, was inferior to her 
in every respect—not merely in his inability 
to see. She also wanted to block the possibility 
of pity that might germinate in her mind for 
her blind husband if she too were not disabled. 

When the Kurukshetra war finally saw the 
demise of ‘adharma’ (viz, the Kauravas 
headed by the blind king Dhritarashtra and 
his ‘blind’ son Duryodhan) and the inevitable 
victory of ‘dharma' (the coronation of 
Yudhishtira), Gandhan ‘went to the jungles' 

(that is 'banaprastha') along with her husband 
and also Kunti and Vidura. Once, while 
roaming about among the breath-taking 
beauty of the Himalayas, which can bring 
peace even to the most disturbed mind. 
Gandhari gave out a deep sigh. Dhntarashtra' s 
sixth sense made him realise that his wife 
was missing her childhood (as Qandahar or 
Gandhar also is a mountainous region) and 
lamenting over the post-marital life which 
had totally deprived her of the beauty, charm 
and peace which only her pre-marital life was 
able to give her. He also accused Gandhari 
of holding this grudge against her parents 
and her in-laws even till the end of her life 
when she had nothing more to lose. He 
further says “it is true that great injustice was 
done to you by getting you marrfed to a blind, 
but have you also not been unjust to me by 
remaining hurt and unhappy till this day"? 
At this stage we find Dhntarashtra no longer- 
blind. How can a blind man see so deep and 
so perfect? So, he pleads to his ‘patibrata’ 
wife, “please, Gan^ari, for my sake, take 
off your blindfold and no longer shut yourself 


out from the world around you”. Acconfiiy 
to Irawati Karve, Gandhari ^d finally decide 
not to remain blind; she did take off the cloth 
covenng her eyes. 

Gandhari's ‘blindness’, in fact, was 
welcome to all the representatives of male 
authority—to Dhritarashtra, to the Pandavas, 
to god Knshna and even to the aithor of 
Mahabharata, the pownful sage Vyasadeva, 
When Duryodhan was killed by Bhima 
trouncing the rules of war, even Yu^shtira, 
adored by Gandhari for his love for justice, 
could not gather the moral courage to face 
Gandhan. So Krishna was sent to face the 
wrath. The Pandavas knew very well that her 
dearest son's death will not shock her as 
much as Yudhishtira’s slip from the path of 
fairness will. And it did happen as feared. 
Gandhari's anger and disappoimment knew 
no bounds and she did not hesitate to curse 
even the god. (We should not forget that she 
was a great devotee of Sri Krishna, as Kunti 
was.) At this juncture Sri Vyasa intervenes. 
In social relationship he is the father-in-law 
and therefore to be greatly revered and obeyed 
without any questioning. Even he begged of- 
Gandhari to control her anger and disgust 
because who else could know better than him 
(he was not only a sage with farsight, but 
also the author of Mahabharata, itselO that 
the anger and forgivelessness of an honest 
and spirited woman can destroy not merely 
a person, or a family, but even a kingdom 
and a nation. He knew that Dhritarashtra’$ 
jealousy and ambition have destroyed the 
Kauravas; now Gandhari' s shock and disgust 
can finish the Pandavas. Here Gandhari 
appears gloriously as goddess Durga—the 
most beautiful manifestation of the moral 
and spiritual power of womanhood, to whom 
even Siva, the god of destruction, bows 
down. 

Ultimately, but, the woman in Gandhari 
reigns over the mother in her. She manages 
to calm herself down only when the number 
one accused Bhima explains to her that what 
he did was morally wrong and even barbaric 
(referring to drinking Dushashan's blood), 
no doubt, but there was no other way oat 
as he was morally bound to take revenge of 
Draupadi’sinsult. We cannot forget how she 
had cursed her own son saying that he would 
become immortal in the world because of the 
terrible insult he has meted out to his sister- 
in-law Draupadi, and through her, to all the 
women of the world. We cannot also forget 
how she had pleaded with and begged of her 
husband to forsake his son for the sin he has 
committed against womanhood: she had gone 
to the extent of saying that mother’s pride 
will be restored only when such a shameless 
son is forsaken. Can a mother's heart say 
this? No. h, definitely, is the woman's heart— 
a woman who is ^ways an outcast in an 
upper-caste-male society. Gandhan was a 
rebel whose parallel we cannot find even 
among the feminists of the pre-2lst century 
‘civilised’ human society. 
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REVIEWS 


Coping with Globalisation 

Andre Gunder Frank 

Rcfbne Transformations and Global Realignments; Indo*EurcqMmi Dialogues 
on the Pust'Cold War World edited by Kanu Ahuja, Huub Coppens and Herman 
vander Wusten; Indo-Dutch Studies on Development Alternatives; Sage Publications, 
New Delhi, 1993; 418, Rs 37S. 


IN a fast-ehanging confusing world and for 
a volume of proceedings from a conference 
held in the Netherlands in 1992, this volume 
of 24 chapters stands out as a nxxlel of good 
selection, clarity of organisation and 
presentation, voluminous information, 
serious analysts, and continued relevance. It 
offers wide-rangingreviewsof recent, present 
and foreseeable future transformations and 
realignments in the post-cold war world. 
Several authors peer into the future by 
presenting sets of three or four alternative 
‘scenarios’ without however committing 
themselves or the reader to any of them. 

The editors’ general introduction of the 
truly global issues is followed by fi vedifferent 
but related sections, each again with its own 
dear introduction/summary of the four or 
flve chapters that follow (and the not 
reproduced conference discussion) on (1) the 
post-cold war transformation of the 
‘communist’ east, including China; (2) the 
resulting global geo-political economic 
realignments, especially in and for Europe; 
(3) reorientations in and among the east and 
the south of the world; (4) the role and place 
of India; and (3) problems and proposes of 
worldwide ‘good governance’ for the future. 
The problematique and theme of the volume 
can te aptly summarised by a sentence from 
one of the contributors (Gottfried van 
Benthem van den Bergh: 103-04) that “the 
fact that global institutions are lagging 
behind the rapidly developing global inter¬ 
dependencies and transnational markets is 
the fimdamental problem of the modem 
world’’. SNEisenstkltcontnbutesareflective 
epilogue on the same. 

Ramnath Narayanswamy reviews the 
mostly domestic causes of ‘socialist’ 
breakdown and subsequent events; and the 
Russian economist Stamsiav Menshikov 
analyses the also largely domestiopolitical 
and economic forces now in contention in 
the former Soviet Russia. Ukraine, and 
Central Asia (but with prospects in the latter 
also depending on uncertain developments 
in the first one) and in Poland. Hungary 
and Czechoslovakia (but distinguishing 
between the two parts it would soon split 
into) in Eastern Europe. For each of the 
first three, he offers three scenario 
alternatives (shock therapy leading to pure 
jungle style captulism, gradualism with 
mii^ welfare statecapitalism. return to some 
kind of market socialism) which range from 


muddling through at best to total chaos 
probably leading to military/nationaiist 
takeovers domestically and concomitant 
dangers internationally. In a book on ‘global 
transformations’ the world political 
economic impact on regional developments 
receives too short schrift in this reviewer’s 
lEPW, November 14,1992)opuuon. Wouter 
'hms (and Menshikov again in a later 
chapter) show how and why China managed 
better by reforming agriculture first, not 
scrapping old economic and political 
institutions before they could be replaced 
by new ones, and in general opting for 
gradualism instead of ‘shock therapy’ that 
paralyses or kills tire patient. Catnnus Jepma 
employs simulation models to present long¬ 
term scenarios of the alternative consequences 
for the south. None are cheeiy, except that 
“South Asia will benefit in practically all 
circumstances”, while “China will lose 
ground to some extent in any situation”, 
eastern Europe will gam little from aid even 
if It receives any; but east Asian and Latin 
American NlCs will experience competitive 
disadvantages, OPECoil producers will suffer 
from ex-Soviet competition in energy 
supplies, and sub-Saharan Africa will drop 
off the map 

The second section debunks American 
hegemony and discards the possibilities of 
near future uni-poiarity. Instead, van den 
Bergh considers altemittive (or combined?) 
scenarios of a triple (North American, West 
European, East Asian) cores with Orwellian 
1984style competition and shifting alliances, 
tniater^ co-operation among the same, and 
a United Nations governed world“none of 
which appears particularly plausible" (p 118) 
to the author, and the last two not to this 
reviewer. Rajen Harshe and A P Rana 
continue in the same vein, with the latter 
hypothesising a ‘New Northon Concert of 
Powers’ with Europe as a major constituent, 
disarray in the ‘Developing South’, and pax 
collaborata as an uncertain outcome. 
European economic (dis?) integrauon after 
Maastncht and (in*’) security the cold 
war are usefully examined by Robert Cohen 
and Gautam Sen. 

The third section extends the analysis to 
the place ad role in these gidial realignments 
of the east and south. Haru Linnemann 
documents past, present and probdile future 
marginalisioion of the south and uncertain 
reintegration of the east in further competi¬ 


tion with the south in a globdised yet 
regionalised world economy m which over 
two-thirds of world exports are from the 
develqred OECD countries, which do over 
half of their trade with each other, bi this 
context, possibilities for regional south-south 
co-operation receive a “nidrer unfavourable 
assessment” (p 199). For that reason among 
others, V R Panchatiiukhi insists on still 
holding high the flag of the Ntm-Aligned 
Movmnent’s “need to assert sovereignty and 
mdependence in thinking”, esgecially about 
the “economic agenda” (pp 217-18). 
Menshikov returns with an innovative 
suggestionof a possible ‘NewEurasianBloc’ 
reaching from the Danube to the China sea 
“to countNbalance Japanese domination in 
the Par East. China is a Ic^cal partner fqr 
Russia in that region” ( p 225). The Russian 
Menshikov invokes the ‘Eurasian’ label 
without mentioning that it also has an 
important and recently revived anti- 
European political connotation among- 
eastward looking imperial nationalist 
Russians {EPW, Dumber 18, 1993) and 
(hopefully independently!) an anti- 
Eurocentric ideological one among writers, 
who like mysdf refer to Afro-Eurasia, or 
more accurately Afro-Asia/Europe, as the 
mam locus of most of world history. Kurt 
Radke and Charan Wadhava conclude the 
section with,iesp6Ctively,reviews of disunity 
in east Asia and attempts to forge more uni^ 
in south-east Asia. 

The next section concentrates on India, but 
also in its past relations with the Soviet 
Union and its future ones with Europe, Russia 
and China, and in south Asia Kanta Ahuja 
Suresh Tendulkar, and R J Gidadhubli recall 
the special relationships betweoi India and 
the Soviet Union and how the latter’s demise 
now affects the same on economic, 
ideological, and political levels in India AtuI 
Sarma and Prad^ Kumar Mehta examine 
India’s export possibilities to Europe, which 
contrary to the above cited Jeptiui. tl^ see 
as threatened by CIS and east European 
competition. Nancy Jetly assesses the 
uncertain political will, which compromiies 
economic prospects fdr the South Asian 
Association for Regional Co-operation. 

The final section returns to the global 
level, peers into the future, and makes valiant 
if rather idealistic proposals to improve it or 
at least to prevent the worst. The 
problematique is ‘good governance’ within 
and among sutes and regions. The always 
forward-loiAing and {oi^y?l optimistic 
Luis Emmerij sees a three-speed world 
economy lyith the ObCD, east snd south¬ 
east Asia on the fast track; Latin America, 
south Asia, Middle East, eastern Europe and 
[why?] China on an mieiniediate trade, and 
Africa and some other countries on a slow 
or even stalled side track. He examines some 
of the dangers of this ‘ticking time bomb’ 
division, which is exaembated by “both the 
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cMt ai^ loiiUi aow practising what the west 
has pijeached’’ in ideolo^cal political 
economic policy (p 341), uid argues that the 
west needs its own perestroika to do the 
same; Give up its agricultural, multifiber 
textile, services, intellectual property and 
other protectionist policies, which cost .the 
developing countries betwm three and ten 
times as much as they receivedirough western 
development 'assistance*. “All £is comes 
dxwt because we lack vision in the west” 
(p 345) he says without considering to what 
extent this laidc of ‘vision’ is the reflection 
of structural interests. So he proposes a 
“second Copemican reyblution, as it were” 
centred not separate sovereign slates, but on 
“a system in which luaion states revolve 
around a set of shared core values regarding 
human survival and human solidarity” [p 
349]. Instrumental would be some global or 
at least initially inter-regional [e g, Euro- 
Indian] ‘development contracts’, as already 
proposed by the Norwegian minister 
Thorwald Stoltenberg, which would commit 
both contracting parties to ‘reciprocal 
conditionality' and equitably shared 
economic sacrifices and bmfits. Good luck! 
Gerrit Faber proposes similar arrangements 
to combat the global greenhouse effect. Each 
country should receive a population based 
quota for maximumcatbondioxide and other 
emissions, which should also be subject to 
aglobal ‘carbon tax’.Toreduce these by half 
globally, countries in the noith [west and 
cast] would have to reduce their present 
emissions by 70 to 90 per cent, China could 
maintain them, and India and Brazil could 
about double them. Therefore, the Ittter and 
also less polluting Africa should be allowed 
to ‘sell’ part of their allocated quotas to 
bidders in the rich over-polluting countries. 

Last but not least, Paul de Waart confronts 
‘Implementing, Human Rights: Good 
Governance as a United Nations Concern* 
and RhamatuUab Khan ‘The United Nations, 
Good Governance and Global Governance’. 
Wiilethe World Bank’s WorUDevelopment 
Reports are limited to economic growth and 
poverty, the recently inauguratul Human 
Development Report dso introduces an index 
of human freedom reflecting three of 
Roosevelt’s four freedomsof speech, religion 
and from fear, but conspicuously omitting 
the fourth one of freedom from want. “Givoi 
that all human freedoms are interdependent 
and inseparable...a truly democratic society 
should take economic, social and cultural 
rigiKsjust as seriously” as individualpolitical 
mes (jfp 373, 369). So mubh for indexing 
these rights. However promoting and 
protecting them, even the political ones, is 
evenmoreproblematicinaworld of sovereign 
states in which ‘In a nutshell, the UN Charter 
has not provided an administration able to 
call states found guilty of bad governance 
to ordet” (p 376). On the contrary, as Khan 
documents, the UN was designed [but as we 
know does not even do well] as a peace- 
enforeer and nor asa’good governance’ law- 
enforcer, unless intra-state violation of law 


or human lighu directly threatens inter-state 
worid peace and ‘^oM governance*. Nor 
is the UN. even or especially after die 1992 
Earth Summit in Rio de Janeiro, entitled w 
empowered to promote ‘global governance’ 
by meddling in the ‘internal’ affairs of 
sovereign sates that umhily poUutt the 
common global environment. Moreover, 
today it is especially the weak states of the 
south who jealously by to defend their 
‘sovermgnty ’ against any pouiMe encroach¬ 
ments by a UN whose Security Council 
executive is dominated by a few powerful 
sates in the west and two in the [formtf] 
east, as was graphically shown onTV screens 
worldwide during die ‘United Nations' war 
against Iraq. Today, Bosnia, Somalia, and 
Ruwanda ^ain demonstraa the legal and 
practical ineffectiveness of the UN in 
protecting, let alone promoting, either good 
governance or global governance. And any 
legial and practical altenuuive “could be 
twisted by the Great Powers into an 


IT appears almost certain that reaching the 
goal of health for all by 2000 AD in India 
is an impossibility. Consider just the 
following two faca, in the light of 1978 
Alma Audeclarationof what wereconsidered 
as primary health care needs: in India, as of 
19M, of the 860 million people not more 
than5 per cent have access to bulc sanitation 
facilities, and no more than 30 per cent have 
access to safe drinking wato'! No doubt, 
several ‘developmental projects’ (such as 
Expanded Immunisation Programroe) have 
contributed to increasing the child survival 
rare, but it is doubtful whether such projeca, 
often carried out in isolation from other 
developmental effotU, have significantly 
contributed to the overall growth and 
development of the children whose lives 
they have saved. Similar doubts exist as to 
the overall impact of the health policy in 
India on the sate of health of the pepple over 
the years. 

Ui^ what conditions can development 
projects and programmes aimed at improving 
the health of the people succeed? How can 
such programmes be expanded, replicated 
and sustained over a period of time? In 
essence, these twin issues are the guiding 
goals and the motiyatiitg factors for the 
authors of this book in lArrating the 
experiences of the various national, inter¬ 
national and community-level programmes. 
The central theme of this book (which is a 
coilection of 22 essays contributed by 28 
different authors from various parts of the 
world) is that any development policy that 
does nm adopt a bottom-up approach, that 
does not aim to transform the role of the 


inquisitorial undertaking against the poor 
and weidc... [to that] a ^otud design that 
enables the IW to Suspend toa soverrignty 
in situttions of alleged or provenincapabiiUty 
of die national authorities to govern, or when 
anarchic conditions prevail, we cannot help 
but oppose”, as Khm writes in his closity 
sentence (pp 396, 398). 

The largely wesarn designed globti 
institutions are indeed lagging b^ndrapidly 
developing global interdependencies. 
However, tiiis ‘Indo-European dialogue’ at 
least offers an exceptionally penetrating 
x-ray diagnosis of the nature and causes 
our global patient’s illnesses, as well as of 
the inefficacy of a numba of snake-oil quack 
ideological remedies like the ‘magic if the 
market', even if its own proposed therapy 
is probably beyond the reach or govmnance 
of the ail too patient patient. As Mahatma 
Gandhi is said to have answered about what 
he thought of western civilisation, it would 
be a go^ idea! 


people from merely being passive bene¬ 
ficiaries into active participana of the 
decision-making and developmental process, 
is bound to fail in producing any visible, and 
lasting positive impact on their lives. 

Indeed, the book has successfully 
demonstrated that political will and determi¬ 
nation IS an absolute necessity to achieve the 
sated goals. Take for example, the health 
transition achieved in Nicaragua during the 
SandinisU period (1979-90). Health was 
accorded a high priority on the Sandinisa 
political agenda, despite differences among 
different Sandimsa leaders as to the thrust 
to be given to the overall policy. Equity and 
community participation were of utmost 
importance to the Sandinistas and fitted with 
their political values and health objectives. 
Conflicts with the Contras (1982-88), while 
itdamaged or destroyed several health centres 
and hospitals, led to greater political 
commitment to devising ingenuous means 
to use more efficiently the available resources 
for meeting the health care needs of people. 

The success of the Indonesian family 
planning programme is yet another example 
of how with political will health programmes 
can be made an integral part of a national 
developmental strategy. The need for such 
an integrated view has been reiterated well 
in the recently submitted report of the 
Swaminathgn Commission on Population 
Policy; “A holistic and comprehensive 
approach should be adopted tohealth... If our 
population policy goes wrong, nothing else 
will have a chance to go nght.”' There are 
many lessons to be learnt from the Indonesian 
family planning movement First, acceptors 
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of FP methods were never offered incentive 
payments In fact, the Indonesian government 
carefiilly avoided falling into the ‘imxntive 
trap’ Stenlisation was never forced and only 
those who have had the desired level of 
family size adopted permanent methods 
Another important aspect of the Indonesian 
FP movement was that it was slowly 
integrated with nutntion programmes The 
so-called FPprogramme went ‘beyond family 
planning’, and has been run as integrated 
service-delivery post (now renamed as 
’posyandu’) Family planning should go 
b^ond Rwre quantitative demographic and 
climcal issues “true family planning’, as 
Haiyono Suyono, Lukas Hendrata ai^ Jon 
Rotide say in their essay, “is both vital for 
bnnging about changes in the nation’s value 
systems and norms which are essential to 
development, and has broader socio 
economic implications” Hie success of any 
FP movement also depends upon “facilitating 
people’s choice of contrace^ives through a 
commumcation strategy rather than on the 
basis of an assessment of demographic impact 
of various family planning meth^s’’ There 
IS a need to make health programmes 
everybody's business and the centre of the 
development agenda 
The goal of reaching health for all, 
irrespective of the time frame, also poses a 
different kind of problem this concerns the 
challenges and frustrations faced in 
incorporating ‘scientific findings’ into 
international and national health policy 
Alfred Sommer’s essay gives a graphic 
account of the intense controversy on the 
importance of vitamin A in reducing 
childhood mortality, illustrating the 
difficulties encountered in framing public 
policies As Sommer puts it 
To affect policy decisions particularly if 
these Require alteration of previously held 
conce^s and practices requires a good deal 
more evidence than would ordinarily be 
necessary simply to establish an esoteric 
scientific ‘fact Whiletheweightofevidence 
from laboratory, clinical trials and controlled 
community studies has demonstrated the 
mortality reduction impact of adequate 
vitamin A in deficient populations it remains 
to be seen how many more studies, meetings 
andworkshops discussions amongst experts 
data and evidence will be necessary before 
consensus emerges and wide scale action is 
taken to eliminate unnecessary deaths and 
illness from vitamin A deficiency 
The central message of Sommer’s account 
of vitamin A story is that when policy changes 
arc contemplated and when they havomajor 
financial implications, a large mass of 
evidence under vanous conditions to establish 
a simple fact’ is essential The lesson is that 
we nei^ to adopt and apply more rapidly 
proven effective interventions, not merely 
tor the sake of saving material resources but 
tor the sake of saving the lives of millions 
of helpless people 

For any hulth care policy to be effective 
It IS necessary to have a continuous process 


of assessment, analysis and action This 
Tnple-A cycle, as Jonsson, Ljungqvist and 
Yambi emphasise as being the basis for the 
success of the nutrition programme in 
Tanzania, should be monitored with the help 
of community parucipation The thrust of 
any programme, in fact,shouldbetoempower 
households and communities This can be 
accomplished only by mobilising people to 
paitiapate in the planning, implementation and 
moratonng of programmes Andcomnaimues, 
with commitment of the leaders, will be 
interested in participating in such endeavours 
For every choice made there is an 
opportunity cost The debate on “compre 
hensi ve versus selective care” has been rather 
sterile, and will continue to be so so long 
as the debaters assume thecentrality of health 
services in the determination of health 
Comprehensive or not programmes should 
be relevant to the needs of the people and 
should promote access to health care While 
comprehensive primary health care, as the 
essayists in thisvolumenghtlypointout, should 
betheultimaiegoal,itisnecessaiytobe$elective 
and focus on segments that suffer most 
In any community-based project the issue 
of balancing between equi^ and efficiency 
will arise There is no manual to arrive at 
such a balance It must be evolved subject 
to specific local conditions and needs This 
book offers the expenence of how vanous 
(poor) countnes have been trying to achieve 
such a delicate balance While Indian leaders 
continue to believe or rather expect the masses 
to believe that they will soon fulfil theirpromises 
“health for all in India is a dream which will 
take decades to lealise” as Meera Chatteijec 
concludes in her essay on the evolution of 
Indian health policy dunng the last twodecades 
The book under review is well conceived 
and should be of general interest and not 


merely to the policy-makers in the 
government Mine importantly, it is forthose 
who are yet to be convinced that much can be 
accomplished even with the meagre resource 
available, provided there is a will and co¬ 
operation among the people As Antony 
Klonda puts It m his essay “The experiences 
desenb^ show what can be done with 
services already in existence Each one of 
us can help donors, governments, trainers 
and service providers support such change ” 
This volume of essays is contributed by 
experienced administrators, researchers and 
consultants, all ‘outsiders’ and observers of 
the developments and the ppople they talk 
about Ihe editors should have included an 
essay or two by some ‘activists-researchers’ 
on their expenences in mobilising people’s 
participation in health care projects A book 
of this kind which is also expected to serve 
as a guidebook tor designing training 
programme should also give some space for 
recording the expenences of the so-called 
‘insiders’, that is, the activist-researchers, 
and community leaders who were responsible 
for whatever transformations their 
communities have witnessed' 

Notes 

1 From the excerpts of the report of the M S 
Swaminathan Expert Croup on National 
Population Policy and Social Development 
jTommission Ihe Hindu May 26 1994 p6 

2 Fbr an impressive collection ofstones of vanous 
community based health and developmenuil 
projects and the role of NCOs the reader 
should refer to N H Anua and Kavita Bhaua 
(eds) People t Health in People t Hand A 
Model for Panihayati Raj (Foundation for 
Research in Community Health Bombay 
1991) In fact It would Im of immense value 
to everyone concerned to read this book along 
with the book under review 
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Modes of History Writing 


New Hindu History of Ayodhya 

Gyanendra Pandey 

The right-wing Hindu movement of the last d-cade or so has done all it can to promote an alternative account of the 
history of Ayocdiya and its association with Ram While this new account is in line with much of the modem Indum effort 
since the 19th century to establish the historicity, rationality, masculinity—in a word, ’adulthood’ in western terms—of 
Indui and its religion(s}, it carries very much further the positivism and literalism inherent in the understandmg of modernity 
that has informed that tendency 

From the standpoint of modes of history writing, there are two points of special interest m the new version of the story 
of Ayodhya The first is that it claims to be history—m a way that popular Hindu tradition (and Gandhi) would never have 
bothered to do The second is that this history is fundamentally ahistoncal— in that it allows for no change or developmad 
m the character position interests behaviour (shall we say, the history^) of its several protagonists 


THERE IS a sense in which the popular 
Hindu account of the history of Ayodhya 
has been completely transformed in recent 
years or at least much effort has been put 
into engineering such a transformation 
Perhaps the distinguishing mark of an 
earlier Hindu account of this history was 
Its metaphorical quality Ayodhya was a 
metaphor as Ram was a metaphor that stood 
lor much more than the literal truth of the 
existence of a particular man/god or the 
geographical location of his capital' Indeed 
as Mohandas Karamchand Gandhi (for one) 
emphasised time and again in matters of 
faith that literal truth'was beside the point ^ 
That earlier account of the story of 
Ayodhya has hardly disappeared altogether 
Fortunately India is loo large too rich and 
too contested a country to allow for any 
such easy conquest of different forms of 
knowledge But the right-wing Hindu 
movement of the last dec adc or so has certainly 
done all it can to promote an alternative 
account of the history of Ayodhya and its 
association with Ram While this new account 
IS in line with much of the modern Indian 
effort since the 19th century to establish the 
historicity, rationality masculinity—in a 
word, ‘adulthood’ inwesternterms—ofindia 
and Its religion(s),’ it carries very much 
further the positivism anct literalism inherent 
in the understanding of modernity that has 
informed that tendency 
For the purpose of an investigation into 
different modes of history writing, there are 
two points of special interest in the new 
version of the stoiy of Ayodhya The first 
IS that It claims to be history—in a way that 
popular Hindu tradition (and Gandhi) would 
iKver have bothered to do The second is that 
this history is fundamentally ahistoncal—in 
that It allows for no change or development 


in the character, position, interests, behaviour 
(shall we say, the history) of its several 
protagonists 

As ‘history , this account of the past and 
present of Ayodhya portrays itself as the real, 
and comprehensive, truth This iS of course 
a claim that it shares, more or less, with all 
modem histones ‘ Yet it is perhaps necessary 
to say that professional histonans all over 
the world today—and even in India—appear 
to be a little more circumspect than the new 
Hindu historians in their claims to Truth and 
Knowledge The verities of ‘fact’ seem to 
be reinforced in the latter caseby the certainty 
of faith and all of It comes to be represented 
in a scientific precision—of numbers, of 
dates of geographical location—testifying 
to the literal truth of this ‘history’ Let me 
try to illustrate this through an analysis of 
some of the histones of Ayodhya put out by 
Hindu propagandists in recent years 

U 

The arrogation of ‘scientificity’ and 
truth' Starts with the very titles of these 
histones Here are three of them, from a long 
and repetitive list Shn Ram Janmabhwni 
Sachitra Ftamanik Itihasa (‘An illustrated 
and Authoritative History of Shn Ram 
Janmabhumi’ the booklet itself provides 
the translation as ‘An Illustrated and 
Authentic History’, and the ‘authenticity’ is 
underlined by the announcement that the 
author has an M A and PhD in Archaeology 
and History), Ayodhya 1986, Shn Ram 
Janmabhumi ka Pramamk Itthasa (‘The 
Authontati vc/Authentic History of Shn Ram 
Janmabhumi’) date and place of publica¬ 
tion not given, Mukti Yagya Shn Ram 
JanmabhumikaSampumaltihasaCSacnrice 
tor Liberation The Enure History of Shn 
Ram Janmabhumi’), Ayodhya. 1991 

The importance attached to numbeis, and 
the unchanging quality of the protagonists 


in this history is illustrated by the sequence 
of events (or ‘chronology’) that makes up 
the core of these works ’This chronrdog) 
appears as follows, with only slight vanahom 
of dates and numbers as between differem 
accounts 

(1) 9 (X) 000years ago—Birth of Ram hence 
of Ram Janmabhoomi, i e, the birthplace 
of Ram (RJB) 

(2) 150 years BC (Greek and Kushau 
Times)- Battle to liberate RJB 

(3) too years BC—Vikramaditya’s re 
discovery of RJB and construction ol 
grand RJB temple 

(4) SalarMas ud s time—2 battles to liberate 
RJB 

(5) Babar’s reign—Desuuction of temjde 
construction of mosque—4 battles K 
liberate RJB 

(6) Humayun’s reign —10 battles to liberati 
RJB 

(7) Akbar s reign—20battles to libwateRJE 

(8) Aurang/eb’s reign—30 battles to liberttr 
RJB 

(9) Sa’adat Ah of Avadh’s reign—3 battle 
to liberate RJB 

(10) Nasiruddin Haidar’s reign—3 battles ti 
liberate RJB 

(11) Wajid Ah Shah’s reign—2 battles t 
liberate RJB 

(12) British rale—2 battles to liberate RJE 
(1912 and 1934) 

(13) 18S7—Attempt^ compromise betweei 
Hindus and Muslims over RJB (thwartei 
by British machinauons) 

(14) E>ecembhr 1949—Appearance of Ran 
(in the form of the infant. Ramlala), an 
mstallauonof images of Ramlala. inside th 
mosque Building locked by admmisin 
tive order to maintain the peace 

(15) 1986* Opening of locks on BabrimtsjK 
RJB temple 

[Source Pratap Narayan Mishra 'Kya ICoh 
Saryu Dhara'^ Shn Ram Janmabhumi fJ 
Kaham (1st published 1987 2nd editioi* 
Lucknow 1990) Appendix p 144 






To (he battles listed m this appendix I have 
added Evenu I and 3. and numbers B IS 
Inch Appear regularly in these histones of 
^yodhya The date of event 3 vanes being 
ven as late as the Sth century AO in Radhey 
yhyam Shukul’s Sn Ram Janmahhumi 
Sacfutra. Pramamk luhasa (Ayodhya 1986) 
which identifies ‘Vikramaditya’ with the Gupta 
long, Skandagupta. who ruled at Pataliputra 
(modem Patna) from 4SS to 467 AD ] 

It IS notable that this chronology, based 
on one of the eariiest in the new senes of 
Hindu histones of Ayodhya published since 
the mid-1980s, a booklet which is explicitly 
■dtnowledged as the source of some of the 
later accounts, gives a total of 79 battles 
fought by ‘the Hindus’ for the ‘liberation’ 
oftheRamJanmabhoomi The magic number 
was, however, subsequently fixed at ‘76”, 
which IS the number of battles supposedly 
bught since the time of the Mughals, with 
whom the htstory of Muslims in India is 
teadilyequated lliebattletorthe‘liberation’ 
9 f the RJB that was launched in the mid 
1980s was, therefore, always referred to as 
he 77th 

The point of this history is to enumerate 
he many occasions when ‘'The Hindus’ have 
lien in defence of the Janmabhoomi, and 
0 ctealogue their enormous sacnficcs The 
ipemng pages of another early publication 
ii^stenes.HamMandu’VahmBanayenge * 
Uuitrate the argument very well indc^ The 
Intchapterappearsundcrtiienibnc ‘Lakhon 
hishchadhejisthaon ShnRamJanmabhumi 
itihasa—Amar balidan-gatha' (‘Where 
ikhs of lives were offered up The history 
if Shn Ram Janmabhumi—a saga ot etem^ 
acnfice*) Above the title on the btle-page, 
lere is a note saying that 77 battles have 
een waged and 3,00,000 lives sacnficed by 
ie Hindus for the protection and liberation 
f the Ram Jaimnabhoomi mandir (or temple) 
The first paragraph of the history set the 
me of the narrative that follows After a 
satement on the antiquity ot Ayodhya town, 
le text says 

Foreign aggressions on Ayodhya also have 
a very ancient history The first aggressor 
wu tlw notonous King of Lanka, Ravana, 
who destroyed Ayodhya during the time of 
the ancestors of Shn Ram Ravana’s death, 
akmg with his entire family, at the hands of 
Shn Ram n a story known all over the world 
In history, the second external attack upon 
Ayodhya was by the Greek king Milind or 
Mihugupta (Menander), who was the first 
aggressor to have destroyed the Shn Ram 
JaiMubboomi temple But Indian pnde arose 
M punish this irreligious foreigner for his 
evrl deed [dus-sa/iasq, literally ‘misguided 
(or foolish) bravery’], and witfon 3 months 

e ia Dyumatsena of the Sunga dynasty had 
ted Milind in a fierce war and again 
^tberated Ayodhya 

Hie thud aggressor to attack Ayodhya 
was Salar Masud, a nephew of the notonous 
< Muslim plunderer, Mahmud Ghaznavi 


Destroying temples as he went along, Masud 
reached [the environs of] Ayodhya and 
destroyed temples in (he vicinity But the 
united strength of the Rajas of Ayodhya and 
the surrounding areas and (he attacks of the 
‘sadhus of the Digambari ‘akhada’ 
prevented his conquenng army from entering 
Ayodhya He then moved to the north, but 
in 1031 AD 17 local Rajas led by Raja 
Suhail Dev surrounded that beastly 
irreligious tyrannn. al plunderer in Bahraich, 
and sent the entire invading army to theu 
graves After this, all of Mahmud and 
Masud s successors were also beaten and 
driven from the country 
The nextplunderer who attacked Ayodhya 
with the object of destroying the Shn Ram 
Janmabhoomi temple was Babar This 
ungrateful plunderer [ungrateful in that he 
had been given refuge food and shelter by 
people in different parts of India] responded 
to India s native tolerance and hospitality by 
ordermghisCommander in Chief MirBaqi, 
to destroy the huge palatial Shn Ram 
Janmabhoomi temple that had stood in 
AyodhyasinceVikramaditya stime inorder 
simply to please two evil Muslim ‘faqirs 
But the people [the country] rose in fierce 
opposition to this vile attack on their national 
honour The historian Cunningham writes 
‘At the time of the destruction of the 
Janmabhoomi temple the Hindus sacrificed 
everything and it was only after I lakh 74 
thousand Hindu lives had been lost that Mir 
Baqi succeeded in bringing down the temple 
with his cannpns ” * 

Through the many recensions of the 
Hindu history of Ayodhya, it is this story 
ot ‘foreign’ aggression and native valour 
of eternal Hindu activism and sacritice, 
that IS endlessly repeated Context—the 
very heart of the historian’s discipline, as 
one might suggest—counts tor nothing 
I shall return to this point Before that, it 
may help to say something more about the 
importance of numbers, statistics and dates 
in this Hindu history 
Numbers appear to be of critical 
significance here tor their suggestion ot 
statistical accuracy and histoncal precision 
‘76 ’ (or *77” or ‘79” as the case may be) 
battles fought for the ‘liberation’ of the RJB, 
the 700 soldiers of Babar’s army that Devi 
Dm Pandey accounted for, with his sword 
alone and in the face of a constant rain of 
bullets, in just three hours (which, according 
to the Hindu account, Babar himself 
testifies), and, further, of Devi Din’s 
inevitable offering of his own life in this 
process “On June 9, 1528 AD, at 2 p m. 
Pandit Devi Dm Panttey breathed his last” ’ 
They also represent, I would suggest, the 
‘excess’ that characterise all nationalist 
narrauves Hence Devi Dm Pandey's ‘700” 
victims in a span of “3 hours”, or die 
1,74,000 Hindu lives siuTificed before Mir 
Baqi was able to bring down the temple, or 
the “hundreds” of monkeys who attacked 
the Mughal camp one day dunng the same 


period, engaged the soldiers in batde for 
several hours, and silenced their guns and 
cannons,' or the‘10,000 tong-wielding 
(‘chimtadhar’) sadhus, who worsted 
Aurangzeb’s army “with their tongs alone”, 
or, to take a non-numencal example, the 
“indescribably beautiful” Rani Jairaj 
Kuman, who formed a band of several 
hundred (or several thousand) women 
guerillas to attack the Ram Janmabhoomi on 
numerous occasions through the reigns of 
Babar, Humayun and Akbar 
What IS being proposed, though not 
demonstrated, by the Hindu historian here, 
IS the concreteness, the almost palpSble truth 
of this history This concreteness is sought 
to be represented in another, rather more 
literal, way as well The Hindu history of 
Ayodhya, it will be clear by now, is not a 
history of the region, much less the people, 
of Ayodhya It is not even about a spot now 
called the Ram Janmabhoomi, it is about 
a building on that spot This entire history 
IS focused on a monument, which we can, 
for the moment, designate the ‘grand temple’ 
built (and re-built) on the site of Shn Ram’s ' 
“birth” Everything revolves around this 
monument The narrative begins with the 
destruction of the monument, and returns to 
this point again and again Two paragraphs 
that appear as a ‘preface’ in one edition of 
Shn Ram Janmabhumi ka Romanchkan 
Inhasa, and as ‘postsenpt’ in another,* 
illustfate the proposition very well indeed 

I quote the first line of the Hrst paragraph, 
which IS headed ‘Hie Hindu Signs at the 
Janmabhumi’ “Several Hindu features 
remained when the temple was demolished 
and given the lorm of a mosque these are 
features that Babar was forced to retain 
because the walls [of the proposed mosque] 
kept falling down on their own ” 

The second paragraph, headed ‘The 
Pillars of Black Touch-Stone’, reads as 
follows 

The ancient Shn Rom temple was built on 
84 black touch stone pillars These had been 
constructed by King Aranya of (he Surya 
dynasiy Ravana defeated Aranya in battle 
and carried the pillars away [to Lanka], from 
where they were brought biuk to Ayodhya 
by Shn Ram after his vidtory over Ravana 
Ihe [Babari] masjid was built upon these 
very pillars, upon which the aforesaid images 
(of Hindu go^ and goddesses] can still be 
seen, along with inscnptions of Maharaja 
Aranya, Ravana and Lord Shn Ram on some 
pillars Of the 84 black touch-stone pillan, 

II are in the Babari masjid. 2 at the entrance 
to the mandir [i e. the ^me masjid] and 
[another 27] at the [nearby] grave of Kajal 
Abbas [one of the Muslim ‘faqirs’ said to 
have inciteil Babar to demolish the Ram 
Janmabhumi temple], and some are adding 
to the glories of the museums in Lucknow, 
Faizabad and London 

What follows, in every account published 
in the last few yem, is a longer ta shorter 



daMrtpttoft of bMila after bitde foogte 
dMW^dM lo‘Iibetiie’the«ite,itinoveUie 
nxMqua, aad rebuild the grand temple: *76** 
baUlei before (he cumnt one which is the 
77di. The monument, one could say. is the 
Ustoiy. 

This nuuks a significant change from 
eafiler histories of the Ram Janmabhoomi, 
the KrinaJaiunabhoomi and so on, examples 
of which may still be found in Mathura. 
Here, at the site of the claimed Krsna 
Janmabhoomi,the pulphistwies that are sold 
concentrate on the life of Slui Krsna; aixi 
sttnies associated sdth his exploits as achild 
and an adult are presented alongside a fairly 
bland account of the several temples built 
at various nearby sites, the destruction by 
Aurangzeb of the last *grwd’ temple, and 
the establishment of organisations to 
promote the worship of Krsna in Mathura 
and ^prove facilities for pilgrims, Indian 
ai^roreign. . 

Traces of a somewhat more ‘oped’ and 
‘teatatiye’ history of Ayodhya may also be 
found in some of die earlier publications 
associated with the latest round of Hindu 
agitation for the ‘liberation’ of the Ram 
Janmabhoomi from tfw mid-i980s. These 
b^in with attempts to describe the grandeur 
of the ‘ancient city’, as presented in the 
Valmiki Ramayana for example, and 
acknowledge the gaps in our knowledge 
of this history—the difficulty of 
establishing who the ‘Vikramaditya’ of 
tradition was and how he ‘rediscovered’ 
Ayodhya; the fact that Ayodhya was built 
many times and many times fejl into ruin; 
the long periods when the city had little 
habitation or activity (down even to the so- 
called ‘Muslim’ period).'* 

No such tentativeness or uncertainty is 
to be found in the ‘mature’ Hindu history 
contained in works like the Romanchkari, 
Rakt-ranjit or Sampuma hihasa." The 84 
black stone pillars, straddling the world 
from die age of Ram (and even earlier) to 
the age of colonial and post-colonial 
museums, capture the spirit of this history 
as it is evok^ by the most recent Hindu 
historians of Ayodhya: its antiquity, its 
beauty and solidity, its destruction, and its 
continued existence. 

It goes without saying that the 84 pillars 
stand for much more than a town called 
Ayodhya: they stand for the Ram 
Janmabhoomi, for Hinduism, for die Hindu 
spirit and culture, the Hin^ people, the 
nation. Ayodhya, or should we say the black 
stone pUlvs, are a symbol (‘pradk’) of the 
‘eternal’, ‘undefeat^’ (‘Ayodhya’—that 
which cannot be defeat^ Hindu nation. 
This is why this history refers constantly to 
the rdigiout and national spirit of die nr^ve 
Hindu ever engaged in battle against the 
‘irreligious, foreign invader’; the ‘Hindu 
Uiigswhograced the duoneofindia [Bharat] 
in the centuries [even millennia] before 


Christ’; die urdted straggle (rfkings, sadhus 
md the common people (Hindus) against 
any insult to the national honour—meaning 
almost always, in this case to the Ram 
Janmabhoomi. 

Interestingly, however, the recent Hindu 
history of Ayodhya—-which may also be 
described as the HiiKhi history of India—4$ 
not about the construction of the Ram 
Janmabhoomi temple. It is about its 
destruction. To that extent, it is a history, not 
of the temple but of die mosque built upon 
itt ruins, not of ‘the Hindus’ but of ‘the 
Muslims’—or, to be more precise, of the 
evilness of ‘die Muslims’. 

It is notable that the ‘construction’ of the 
ancient temple is not mentioned in most 
versions of this Hindu history, it is simply 
assumed; and thatof Vikramaditya’s ‘grand’ 
temple never detailed (though his re¬ 
discovery of the site is). What is detailed is 
the ‘destruction’: how long it took, at whose 
hands it occurred, vridi what subterfuges and 
difficulties it was accomplished, and what 
features were left standing. 

Even more significruidy, the number of 
batdes fought for the ‘liberation’ of the 
Janmabhoomi is fixed at ‘76”, which by the 
Hindu historians’ own account is the number 
of battles fought for the liberation of the site 
since the time of Babar. The battles fought 
before Babar’s time and listed by some early 
Hindu historians, including die two batdes 
supposedly waged to fend off the invasion 
of Salar Mas’ud Ghazi, do not count in the 
end, for this is in fact a history of the mosque 
and attempts to obliterate it. It is no accident, 
then, that so many of these histories should 
begin their account of the history of 
Ayodhya with a statement of the ‘Hindu’ 
signs still to be found in the mosque (that 
is, until its destruction on December 6. 

1992), or that the volume entitled Shri Ram 
Janmabhumi ka Sampuma Itihasa (‘The 
Entire History of the Shri Ram 
Janmabhumi’) should add on its inside 
cover ‘from 1S28 AD to today’. 

If the monument constitutes the history of 
Ayodhya/India, and the monument is in fact 
a mosque (by whatever name it may be 
called: ‘mosque’, ‘temple’, ‘([isputed 
structure’), it follows that the Hindu account 
is very close indeed to the colonial account 
of the Indian past At this point, then, we 
return to the other major feiUure of Hindu 
histqry that I have und^ined: its ahistorical 
chaii^. It is a feahire that sets this history 
quite apart from the general run of academic 
histories today, and brings it iivline not only 
with nationalist accounts in tiie past, in India 
and elsewhere, but even more strikingly, 
with some of the most racist and arrogant 
European colonial accounts of the histories 
of subject peoples in Asia and Africa.'* The 
parallel is ail the more noteworthy because 
Hindu history asserts its claims to truth in 
India today in large part on the ground that 


it it an ‘authentic’ Indian history, asdistinct 
from the slavish imitation of western 
histories producdd by deracine scholars 
ensconced in privileged positions in the 
universities and research institutions of the 
subcontinent. 

The very notion of fixed, pre-determined 
and unchanging ‘national’ cultures aad 
histories is imperialist in its inspiration. Lfite 
the colonial account of the ‘native’, the new 
Hindu history denies the natives of India a 
history. As in the colonial version of tiie 
Indian past, ‘Hindu’ and ‘Muslim’ here too 
are fully constituted from the start, and the 
history of India for centuries prim to the 
coming of the British becomes nodung but 
ahistoiy ofperennial Hindu-Muslim conflict. 
As the colonialist account had it, “the 
animosities of centuries are always 
smouliferingbeneath the surface".'’Or again, 
“the antagonism [between ‘Hindus’ and 
‘Muslims’] though generally latent, every 
now and thm breaks out into fierce strife...”'* 
Every major ‘riot’ or ‘war’, every conflict 
of importance in the pre-colonial period is 
reduced to a fight between Hindus and 
Muslims, fought m fixed ways over fixed 
issues at fixed sites. Hence the strife of 
1912 and 1934, which has been detailed 
in the British colonial records, involving 
conflicts between Hindus and Muslims im 
one occasion in, and on the other near, 
Ayodhya, become ‘wars’ over the Ram 
Janmabhoomi in the Hindu account; (neciseiy 
as, for the British too, they could at bottom 
be no different from any other Hindu-Muslim 
‘not’ in Ayodhya.'* 

Tiie differences between the colonial 
account and the Hindu account are minor, 
but should be noted. What are ‘riots’, 
‘convulsions’, symptoms of a disease for 
colonialist writers, are 'wars’ forthe Hindu 
historian (though it must be said that many 
colonialists were happy enough to describe 
Hindu-Muslim conflict as ‘religious’ or 
‘national’ wars). ‘Wars’ have their ‘heroes’, 
which is something that; cannot always 
be said for ‘riots’. For colonialist 
historiography, consequently, Hindus and 
Muslims were villains, or ‘beasts’, 
uniformly—with rare exceptions. For the 
Hindu historian, however, ‘the Muslim* is 
congenitally evil, narrow-minded and 
bigoted, whereas ‘the Hindu’ is tolerant, 
hospitable, accommodating but also—when 
pushed to the limit—capable of fighting 
back all too effectively: and Hindu histwy 
quickly runs up a long list of Hindu heroes 
^ Muslim villains (joined occasionally , 
by Hindu villains) who have littered the 
Indian past. 

Continboits‘wars’,‘riots’,‘convulsions’; ' 
between men who are like beasts, or ‘heroes’ 
and ‘villains’ respectively; forthe ‘liberation* 
of the Ram Janmabhoomi. or merely for the 
thrill of turbulence: it is a dismal history, 
scarcely deserving of the name. 
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Before we conclude this analysts, there is 
other aspect of the new Hindu history 
' * Ayodhya that needs to be considered 
^hat we are dealing with here is clearly 
jno ordinary, academic history—as anyone 
’^ho has the slightest acquaintance with the 
fminphlets and booklets retailing it knows 
.JThese pamphlets and booklets are sold (or 
^Btnbuted) at pilgrimsites, along with 
^mages of deities, religious calendars, 
prayer-books and the like—and bought, 
perhaps, as often for, the itecorauoii of a 
^sehold shnne, or prayer-room, as for 
mg individually or in groups They are 
'aced or headed frequently by an ‘Om’, 
mantra, or a longer prayer to Shn Ram 
begin in the age of Ram, 9,00,000 
more years ago, and they are marked 
m an easy (and, in a sense, unceasing) 
j^Mervention of the diviim—or. to put it in 
lemu, a realisation of the ineffable 
tea behind the illusions of this fleeting 
World. 

J The opening paragraph of Ramgopal 
randey Sharad’s Shn Ram Janmabhumi ka 
Romanchkan Itthasa (‘The Thnlbng History 
Shn Ram Janmabhumi’) illustrates the 
jjwuit veiy well indeed 


) 9,(X>,000 years ago, the supreme ideal of 
I manhood. Lord Shn Ramchandraji, took on 
I his earthly incarnation in precisely this 
f hallowed land/area He rolM in the pure 
dust of this sacred spot and, along with 
Bharai, Lakshman and Shatrughanji. thus 
^ enacted his rare and divine childhood The 
t Hindu rulers who graced the throne of India 
I [Bharat] many centuries before Christ 
, defended it [a temple > the spot’’] all along 
^ They repaired it from time to time, but at 
^ the Ume of the Kiratas and the Huna invasions, 
j they turned their attention away from the 

* site As a result, the ancient temple [nb this 
IS the first mention of the temple] was 

^ destroyed and no trace of It remained In the 
** end, acentury or so before Christ, the shining 

* light of the Hindu family Emperor 
Vikramaditya, rediscovered the site after 
great effort and constructed a grand temple 
at the sacred spot '* 


Given all of this, it may be objected, it is 
we who are being literal, in treating as literal 
^story something that is in fact a larger, 
symbolic, mythic statement The objection 
IS important and requires discussion at some 
length 

It would be foolish to deny that the Hindu 
Right has ’played’, and played to a large 
Mtent successfully, with multiple notions of 
iieligion', ‘culture’, 'politics’, ‘myth’ and 
fhistory* ‘Hinduism’ is not a religion, we 
jpave bren told time and again It is the way 
j>f life, the manner of being, of people living 
in this pait of the world Ram is not a 
^tdigious’. but a ‘national’ hero ’The Ram 
lanmabhoomi ’liberation’ movement is not 


a political, but a idigious movement—or the 
othor way around 

Hindu history, like Hindu politics, has 
thrived on this ‘play’ It has moved 
unapologeucally between the divine and the 
mundane and the wondrous has come to be 
easily mixed with the ‘saentific’, so-called 
Thus, to take the most recent chronologicai 
examples first, Hindu history tells us of the 
miraculous appearance of the infant Ramlala 
inside the Babn masjtd on a cold December 
night in 1949, attested to (in the Hindu 
account) by the Muslim policeman who was 
there on guard duty We also have Ram, 
“unable to bear the suffenng of his bhaktas 
(devotees) any longer”, intervmiing through 
a local lawyer and a local magistrate m 
Faizabad to have the locks on the mosque/ 
temple opened m 1986 There is evidc^ 
of divine intervention again in November 
1990, when a number of kar sevaks 
“miraculously” scaled the Babn masjid and 
attained the liaghts of the domes in a matter 
of monwnts (a feat, we are told, that took 
the trained commandos at the site, with all 
their equipment, over half an hour to 
accomplish).'^ and when a large monkey 
appeal^ and sat for a long time on top of 
the central dome, with the bhagwa dhwaj 
(saffron flag, emblem of the Hindu 
movement) in ‘his’ hands ventably, we are 
told, this was the monkey-god, the greatest 
Rambhakta of all. Hanuman himself 
The sequence of divine intervention began, 
of course, a long, long time ago In histoncal 
times. Its first startling manifestation occurs 
at the time of the Emperor Vikramaditya who 
“re-discovered” the Ram ianmabhoomi As 
the Hindu account has it, a tired Vikramaditya, 
accidentally separated from hts companions, 
was resting by the nver Saryu to regain his 
breath when he saw a handsome black pnnee, 
dressed from top to toe in black and mounted 
on a black horse, enter the nver When the 
horse and nder came out again a few moments 
later, an amazing transformation had taken 
place the pnnee’s mount, his clothes, his 
face, were now all shining white 
Overwhelmed, Vikramaditya went up to 
the strange pnnee and asked him to explain 
the meaning of this ‘vision’ Hie pnnee 
explained ”1 am Tirthraj Prayag (the 
pilgrimage centre, Prayag or Allahabad, 
personified] Every year [at a certain lime] 

I come with the countless sms I have taken 
onto myself trom the millions ot pilgrims 
who come to cleanse their sins at Prayag, and 
these are washed away by the Saryu ’ (which, 
therefore becomes even more citlcacious 
than Prayag as a site of pilgrimage and a step 
to salvation) Asked for further advice and 
guidance. Tirthraj Prayag tells Vikramaditya 
to re-establish the Ram Janmabhoomi AitM 
by signs and measurements told to him by 
Tirthraj, Vikramadityarediscovers Ayodhya, 
establishes the exact site of the Janmabhooim 
by setnng free a cow newly delivered of a 


calf (milk begins to flow automiticalSy fton 
her udders as sdon as she reaches the sacrei 
spot), and builds there a grand temple on tbi 
94 pillars of black tout^ stone '* 

The subsequent history of the Ran 
Janmabhoomi is in line with this half-humar 
half-divine, ‘neitherthisnorthat'.scenano- 
as indeed a htsioiy of Hindu divinity wel 
mightbe ThepomtuiUusiraieddrama&callj 
by the difficulties expenenced by Babar ir 
converting the tem|^ uito a mosque. AAei 
Babar had overcome 'the Hindus* m a batth 
that lasted long and furiously, and m whicli 
the Mughal forces werebeaten bade time and 
again, he left Ayodhya instructing bn 
heutenant, Mir Baqi Khan of Tashkent, ic 
build a mosque on the site of the temple 
using the very material of the latter But 
this luoved to be no easy uuk ‘The waUs 
that were built dunqg the day came down 
[as if by miracle] at mght”, and this is whai 
contmued to happen ^y after day,'* until 
Mir Baqi m despair urged Babar to return 
and see things for himself 

Babar returned, and seeing what each day 
brought, consulted local sadhus andarrang^ 
a compromise which gave him a way out 
The s^us said that Hanuman was against 
the construction of the mosque, and no 
building could occur until he was persuaded 
In the end, as (according to our Hindu 
histonans) Babar himself has written in his 
memoirs, the Hindus laid down five 
conditions “The masjid was to be called 
'Sita Pak’ [i e, Sita’s rasoi or kitchen] The 
space for circumambulation around the 
central structure [pankrama] had to be 
preserved A wooden door was to be erected 
at the mam entrance The turrets/spires were 
to be brought down And Hindu mahatmas 
were to be allowed to conduct prayers and 
recitations ’ Every one of these conditions 
negated the concept of a masjid according 
to this Hindu accountThus, it was not the 
Hindus but Babar who had ultimately to 
surrender Even in the form of a mosque, the 
RIB remained a temple Even in defeat the 
Hindus were (as, implicitly, they always will 
be) victorious 

One might suggest that a sense of eternal 
(and united) Hindu activism and sacrifice, 
of enormous numbers (which testify again 
to Hindu strength), and of a divine ‘play’ 
or ‘order’ (once again revealing of the 
power ot the Hindu’), actuates the Hindu 
history of Ayodhya ‘Hindu’ and ‘Muslim’ 
occupy interestingly different subject- 
positions in this history The ‘Muslim’, 
‘foreigner’, ‘invader’ and ‘irreligious 
being’, readily seen as being scheming, 
greedy, lustful and bigqted, is fully to be 
blamed for ‘his’ actions (women figure, on 
both Hindu and Muslim sides, merely as 
property extraordinary cases, like that of 
Rani lairaj Kumari, are after all 
extraordinary) The Hindus, on the other 
hand-^qas, taluqdars, sadhus and even 
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^rdinatyvillagen—are «U part of the divine, 
(hey do ))o more than serve adivine imrpose 
and are, in that sense, not responsible for 
their actions In that sense, too, they can 
never be defeated, according to the canons 
of Hindu history 

The different subject-positions occupied 
by ‘Hindu* and ‘Muslim’ point to the 
vexatious inteipenetrai mofdiffeientorders 
ot time that takes place 11 the Hindu account. 
The ‘construction’ of the ortginai Ram 
Janmabhoomi temple, and its ‘destruction’, 
represent the quintessence of these different 
orders, different histones—the divine and 
the mundane From the time of Shn Ram 
(and even earlier), which can scarcely be 
descnbed, which is beyond human time, 
to the ossified exhibits of colonial museums, 
divine time runs into historical (and 
archaeological) time Hindu history is quite 
untroubled by this colossal chronological 
span, or by the huge gaps in it say, between 
(I) and (2) in the chronological table given 
at the beginning, or on an altered, ‘modern 
historical time-scale between (J) and (4), 
or in the greatly accelerated chronological 
arrangements ot contemporary history, 
between (13) and (14) 

There is indeed a timeless, epic quality 
to this history, in its proposition of 
beginnings that are not beginnings, 
destruction that is not destruction, in the 
circular character of the narrative, which 
returns to the same point again and again 
and again, and in which nothing changes 
and in .ts suggestion that those participa 
ting in the ‘liberation’ war against Babar 
(or against ‘pseudo-seculansts’, which is 
the name given by ihe Hindu nght wing 
to all those who oppose them in India 
today) are one with those who joined the 
war against Ravana What the account does 
IS to atemporalise events Even the 
enumeration of battles fails to change this 
aspect of the narration While enumeration 
usually implies linearity, the enumeration 
here has no such logic attached to it It 
might be either random or entirely self- 
contained, and It does not necessarily 
“grow" TTie “76” battles do not move to 
different ends, not even somewhat different 
ends, but are in the end all the same 

‘Tiw curious mixture of cyclical time and 
instrumentality found in these accounts 
has the structure of a rudimentary fable, 
where all events ultimately point one way 
However, the collision of times is sinking 
Remote, golden, happy, overturned by a 
mythic cycle of bloodletting, savagery and 
valour, disrupted into lineanty once again 
by the possibility of an ‘end’—today 
Mythic time schemes leak into positive, 
historical, realist time And Hindu history 
inaiau on the literal truth of its assertions 
at this precise spot, and not a yard this way 
or that, was the Lord Ramchandra born 
Marked by what Koselleck has called the 


“self-acceieratiag temporality" of the 
‘modem’ qnc time turns back upon itself 
and devours itself in the demand for a final 
resolution of a mythical conflict now. 

The ‘Muslim invasion’ (equated 
frequently in Hindu as in colonialist 
historiography, with the rule of the Great 
Mughals, and dated to IS28—for Babar’s 
attack on the RIB is die central mouf) and 
‘Indian independence’ (the appearaiice of 
Ramlaia in 1949 being the sign of this) are 
the two precisely dated histoncal events 
around which the discourse of Hindu history 
and Hindu politics turns At one pole is 
Babar, the foreigner and invader, and with 
him all Indian Muslims—the progeny of 
that invader (Babar ki aulad), a blot on 
India’s history (not unlike the Babri masjid, 
as Hindu propagandists might have said) 
At ihe other end, this history is animated 
by the ‘continued slavery’ of India (and 
especially ol India’s westernised ruling 
class) even 40 years after formal 
independence, which does not allow ‘us’ 
(the Hindus that is, the nation, those same 
propagandists tell us to build a temple at this, 
our’ most sacred site, in ‘our’ owncountry— 
the only Hindu country in the world ^ 

In the end then, the Hindu account belies 
Its own pretensions to epic status If the 
epic tradition is distinguished by the 
absence of beginnings, middles and ends, 
and of unidirectionality, by the refusal to 
privilege a single point of view, and by the 
probicmatising of the ‘good' and the ‘bad’ 
Hindu history departs radically from it 
Indeed it is, in many senses, closer to the 
worst kind of melodrama—where Good is 
Good, and Evil is Evil, a thief is a thief, 
and that is all there is to that Curiously, 
too, given the all-embracing character of 
Hindu philosophy, and the fact that Ravan i 
himselt IS assigned a ‘divine’ status, seeking 
his death at the hands of Ram so that he 
might become one with the Eternal, this 
modest status of being a small part of 
infinity is not accorded to the Muslims— 
not even to those who were ‘converted’ 
from pre Islamic religious traditions in 
India and against whose forced 
conversion’ (he Hindu right has raised such 
a hue and cry 

There is a modest, local history of a 
weaving qasba in northern India dating 
trom the late 19th ccntuiy vs Inch I have 
analysed elsewhere,' ' which I suggested 
provided a real all laiive to (he statist 
colonial historiography ot the lime In this 
alternative rendition ot the past, the local 
community is the subject of history, 
community honour its object of analysis 
The idea of the community is valonsed, yet 
at the same time, the ‘community’ has no 
fixed boundanes. itattaches itself todiflerent 
collectivities, and has multiple meanings 
depending upon context—and history In 
Hindu history, by contrast, the community 


(‘Hindu’ even more thtt Ihe ‘Mtulim’) is 
aclearly enumerated entity, widibasiiidsfles 
that are fixpd froib the b^hmingi of (tane 
and a culture and interests that ate 
unalterable.’*. What is more, this 'Htoihi 
community’ can achieve its predetonnioed 
ends, and realise itself, only tlutMigh the 
capture of state-power. That is, of course, 
the point of Hindu politics and Hioda 
history today. But it moves this history 
even further away from what it ciaims to 
be—an anti-stabst ‘history’, giving voiea 
to local society and the indigenous 
community 

Notes 

(An earlier venion of this paper was pnaemed 
ataconferenceon‘After AyoAya TheBIPand 
the Indian Political System', oigaiused by the 
South Asia Research Umt, Cuitm Umveniqr of 
Technology, Perth, western Auatrslia, in July 
1993 I am greatful to the paiucipants m that 
conference, and especially to John McGuire and 
Peter Reeves, for their comments on that diMt] 

1 As Tulsidas has it in the Ramcharltmtum, 
‘Avadh tahan jahan Ram nivasu". 
Wherever Ram dwells, there is Avadh 

(Ayodhya)’ -^i e, even in the heart of the 
devotee Ayodhyakand’.cAaapoifollowing 
doha 73 

2 As Mahadev Desai wrote about Gandhi’s 
attitude to debates on the authenticity of 
particular texts of (he Bkagavod Gita “m 
thelast analysis it is the message that abides, 
and he is sure that no textual discovery is 
going to affect by a jot the essence or 
universality of that message The same thing 
may be said about questions of the historical 
Knshna " Maha^v Desai, The Gospel ef 
Selfless Action or the Gitp According to 
Gandhi (Ahmedabad. 1946) p 6, cited m 
Partha Chatteijee, Nationalist Thought and 
the Colonial World (Delhi, 1986) p 94 

3 The writing on this issue is now 
considerable see.forexample.AshisNandy, 
The Intimate Enemy (Delhi 1983), Ran^it 
Guha An Indian Historiography of India 
A Nineteenth Century Agenda and Its 
Implications (Calcutta, 1988), Uma 
Chukravarti Whatever Happened to the 
Vedic Dasi7’ in Kumkum Sangan and 
Sudesh Vaid (eds) Rerasting Women 
Essays on Colonial India (Delhi, 1989), 
Partha Chatterjee The Nation and Its 
Fragments (Delhi 1993) and Sudipta 
Kaviraj s analysis of Bonkim’sconstrucUon 
of the figui^i; of Knshna in his forthcoming 
work on Bankimehandra Chattopadhyaya 
See also the wnungs and speeches of Ttidt 
and Syed Ahmaed Khan. S G Tilak, His 
Writings and Speeches (Madias Enlarged 
ed, 1919) especially his comments on the 
Ciia p23lfr andChnstianWTroll Sayyid 
Ahmad'Khhn A Reinterpretation of Muslim 
Theology (New Delhi. 1978) For a 
fast mating comment on changing traditions 
in iconography see Anuradha Kapur ‘Deity 
to Crusader The Changing Iconography of 
Ram' in G Pandey (ed), Hindus and Others- 
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The Question /// Identity in India Today 
<Delhi. 1993). 

4 Cf James Mill's ‘Preface’ to the History of 
British India, “I have performed the business 
of research, with a labour, and patience, 
which it would not be easy to surpass. And 
I believe there it no point, of great 
importance, involved in the history of India, 
wMch the evidence I have adduced is not 
luffictent to determine”; History of British 
India, abridged with aif ‘Introduction’ by 
William Thomas (Chicago, l97S),p 22. 

5 HomMandirVahinBanayenge (New Delhi, 
1989). 

6 Ibid, pp 10-11. It is noteworthy that while 
the attacks by RaVana and Milind 
(Menander) appear in these opening paras, 
not even the latter forms part of the “77” 
battles listed by the author as having taken 
place for the protection/liberation of RiB. 
The icfeience to “the historian Cunningham” 
it to the compiler of the Lucknow District 
Gazetteer (put of the series compiled by 
Briti^ officials for every put of northern 
India in the later 19th century), and is 
fraudulent, as the citations to often are in 
Ibbte Hindu ‘histories’—in this instance 
because it fails to mention Cunningham’s 
reference to unidentified ‘local, oral 
tradition’ u the source of his statement and 
his numbers. 

7 Pratap Nuayan Mishra. Kya Kahti Saryu 
Dhara? Shri Ram Janmabhumi ki Kahani 
(1987:2nd ed. Lucknow. 1990), pp 67-68. 

8 Ibid, p 83 

9 ShriRam/asunabhunukaTalaRaiseKhulu. 
Shri Rath Janmabhumi ka Romanchkari 
/dhoM idAyodhya, nd in both cases). 

10 See, fqr example, Radhey Shyam Shukul. 
Shri R4m Janmabhumi: Sachitra, Pramanik 
Itihosa fAyodhya, 1986). 

11 Shri Ram Janmabhumi ka Tala Raise Rhula 
Shri Ram Janmabhumi ka Romanchkari 
Ilihasa (Ayodhya, n d); Shri Ram 
Janmabhumi ka Rakt Ranjit Ilihasa. Tala 
Raise Rhula f (Ayodhya, n d): Mukii Yagya. 
Shri Ram Janmabhumi ka Sampuma Ilihasa 
(Ayodhya, 1991). 

12 Here, to take only one exmple, is the Rev 
M A Sherring writing about the history of 
Benares, which was in his view “to a great 
extent the history ofIndia”;“Whileilscareer 
has been of long duration, it has not been 
of a character to awaken much enthusiasm 
or admiration. It cannot be said that either 
the moral, or the social, or even the 
intellectual conditionofthe people residing 
here is a whit better than it was upwards 
of two thousand years ago...”; M A Sherring, 
Benares: The Sacred City of the Hindus 
(1868: reprinted Delhi I97S). pp 342-43. 

13 Francis Younghusband, Dawn in India 
(London, 1930), p 144. 

14 ItmesRetnedy.LfeandWorkin Benares and 
Rusmum, IB39-IK77 (London. 1884), p 333. 

13 For an alternative account of these two 
incidents, see Sushil Srivasiava. The 
Disputed Mosgue (Delhi. 1991). 

id Shri Ram Janmabhumi ka Romanchkari 
Ilihasa (Ayodhya, nd), pp 3-4. 


17 Interview with civil official. Faizabad, 
November 1990. Cf Sudhir Chandra and 
Cyan Pandey, ‘Mandir-Masjid ka Sawal aur 
Hindu Aakraamakla’, Navbharai Times, 
New Delhi, March 3, 1991. 

18 Mishra, Rya Rahii Saryu Dhara, presents 
the story of Vikramaditya's ’vision’ as 
simply a dream, and refers to other factors 
(“old documents”) that facilitated his 
‘rediscovery’ of Ayo^ya. But the ‘dream’ 
becomes a miracle in most of the Hindu 
accounts. 

19 Cf Mishra, Saryu Dhara, p 36: Raun si 
daivi shakti thi?, (What divine power was 
this?...). 

20 This is a standardised narrative that appears 
in practically the same form in every account. 
However, minor but interesting variations 
are still found. Some accounts declare that 
while Muslims were allowed to use the 
mosque/temple for “two hours a week”, for 
the Friday prayer, Hindus could pray there 
at any time. Shri Ram Janmabhumi ka Tala 
Raise Rhula. Shn Ram Janmabhumi ka 
Romanchkari Ilihasa, p 11. One account 


states that the mosque became a tenqrie 
in the course of-time ”of its own accord”; 
Shukul, Sackiira, Pramanik Itihasa, 
p II. Several mention the farther 
concessions that the Muslim Nawabs of 
Awadh were ‘forced’ to make in the 18th 
and 19th centuries. All of this appears to 
be designed to reassure ‘Hindus’ tlut they 
have always been, they will always be, 
'victorious*. 

21 KKoselleck, Futures Past: On the Semantics 
of Historical Time (Cambridge, 
Massachusetts, 1983), p 18. 

22 In terms of this statement, Nepal—a Hindu 
country—is either irrelevant or appropriated 
to the larger design of ‘HinduNationalism’. 

23 Cf my The Construction of Communalism 
in Colonial North India (Delhi, 1990 ), 
p II3H. 

24 Cf in this context Sudipta Kaviraj’s 
important distinction between the ’fuuy' 
and the ‘enumerated’ community; ‘The 
Imaginary Institution of India’ in Paitha 
Chatterjee and Cyanendra Pandey (eds). 
Subaltern Studies, Volume VII (Delhi, 1992). 
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Optimal Fuel-Mix in Rural Economy 

A Village-Level Exerdse 

Saumyendra Dhattacharyya 

Overdependence on traditional sources and non-availability of commercial energy in rural areas have resumed in 
low energy consun^tion in India. Since the rural component dominates the total consuny}tion, only regu>tMpecifk 
village studies can clearly analyse the conarainis effecting consumption of non-commercial and non<onveniional energy. 

This paper estimates the total cost incurred by the rural economy ofSirsi tn Jaipur district on energy consumption 
from a linear programming exercise by obtaining the optimal consumption pattern of energy sources stdtject to 
fulfilment of different demand and availability constraints. 


I 

Introduction 

IN India, even when the share of non-com¬ 
mercial energy is decreasing, the share of 
commercial energy in total energy con¬ 
sumption is still very low. This is mainly 
because ‘about 80 per cent of the total 
population have access only to traditional 
sources—firewood, charcoal, agricultural 
residues and cowdung. The modem imins 
of oiergy are accessible to the rest 20 per 
cent and for fuelling modem forms of tech¬ 
nology in industry, transport, agriculture 
and services, etc [Bhagwan 1986], The de¬ 
pendence on non-commercial sources is 
more acute in rural India which Gom{»iEes 
of 74 28 per cent' of the total population 

Moreover, the household sector consumes 
50 per cent of the total gross energy con¬ 
sumption of India, mostly f<v cooking and 
lighting. The share is much larger for rural 
India, which consumes non-commercial 
energy sources to the extent of 80 per cent 
These figures, along with a relatively larger 
percentage of planned expenditure on com¬ 
mercial energy sources may lately ex{4ain 
the energy crisis in the rural sectcn'. It causes 
atwo-vay impact on India’s energy scenario: 

(a) The use of non-commercial sources 
requires a larger amount of gross energy 
(and hence a larger amount of fuel 
sources) to get a given level of useful 
(net) energy. 

(b) The supply of these sources is difficult 
to cope up with the ipcreasing demand 
owing to their natural bounds and for 
environmental reasons. 

Therefore, a two-pronged strate^ is to be 
attempted (i) to provide m^ energy for 
increasing population and (li) at the same 
time, to conserve energy in view of exhaust¬ 
ible nature of commmeial energy sources 
and natural upper bounds and/or environ¬ 
mental constraints for increasing the avail¬ 
ability of non-oommercial energy sources 
beyond a certain extent. A possible solution 
is to fm a fuel-mix which can strUce a 
balance between the tw. 

Monover, with thiahigh levet'cff depen- 
denoe on non-commefeiid energy aadiela- 


tively inelastic nature of consumer demand 
for fuel and light with respect to their aggre¬ 
gate consumption expenditure,’ the plan¬ 
ning strategy for a medium-run period, 
should take into account one c« mote of the 
following options—(1) the possibili^ of 
increasing tte use of improved appliances 
with higher net (useful) energy co^ficients, 
(2)dependenceon renewable energy sources, 
and53)supply of commercial energy sources 

The cross-section studies across different 
regions of the country vary dqiending on 
variations in agro-climatic conditions, food 
habits, agricultural pattern, availability of 
diffoent exhaustible fuel-sources and use 
of different non-conventional energy 
sources Now the availability and use of 
non-ccxnmercial fuel sources and supply of 
non-conventional energy sources can be 
analysed for a region-specific study which 
minimises theeffects of agro-climatic varia¬ 
tions, differences in socio-economic condi- 
tion8,,ununifc»m consumption patterns, etc. 
Herein lies the importance of a decentralised 
planning. So we have restricted ourselves 'o 
a village-level study. 

Of the available supply of different fuel 
sources, the pattern of energy consumption 
(or needs) is munly guided by the availabil¬ 
ity of these energy sources at dieaper pri¬ 
vate costs and by the absence of alternative 
fuel sources at reasonable cost. However, 
there are also multiple uses of some fuel 
sources in different activities/eml-uscs in 
household and agricultural sectors. Hence, 
an integrated approach, incorporating the 
energy requirements in different sectors, for 
the rural economy is warranted. • 

U 

The Model 

This run! enagy system itself is a very 
complex one with a number ofinterdt^n- 
dent variables and parameters and to quan¬ 
tify them is a diffi^t task owing partly to 
non-availability of suitable data and partly 
to the non-economic characters of some 
variaUes. Moreover, the fuel use options 
intcr-relme different activities/end-uses so 
that ■ shift (in fuel source) from one end-use 


to another leads to a change in the pattern of 
energy consumption in the rural economy M 
a wtole. To understand this inter-depen¬ 
dence, we should look into the pattern Of 
energy flow in different sectors in a village 
economy. 

This research has been initiated with the 
premise that land-use pattern is given and so 
IS the livestockpopulation. Thisis arealistie 
assumption in a static framework (for a 
given reference year). On this basis, the 
energy flow has been schematically repre¬ 
sented in the figure. It follows from the 
diagram, that although the total avwlal^ty 
of each type of energy sources is given, the 
use of each typeoffueT sOutM differmt 
activities is determined by the system m a 
whote depending upon various economic 
and technical parameters and more impor¬ 
tantly on the objective function chosen. 

We shall estimate the total cost incurred 
by the rural economy on enmgy consump¬ 
tion from a linear progtamming exercise. 
This has been done by obtaining the optimal, 
consumption pattern of energy sources when 
the objective is to minimise foe total cost of 
energy subject to fulfilment of different 
demand and availability constrainu 

4 simple model based on these considw- 
ations has been attempted here 1^ taking 
twomajor sectors—namely, household sec¬ 
tor and agricultural sector. Given the infor¬ 
mation regarding the pattern of energy con¬ 
sumption and the availaUlity of di^crent 
fuel sources, we have chosen to build up a 
linear {xogramming model with an otjec- 
ti ve to analyse foe cost implications of vari¬ 
ous options inUoduced ftxrrural energy plat'- 
ning at a village level. 

The availability constraints are different 
fm-differentnon-cmnmercial energy sources. 
However, for commercial energy sources, 
po supply constraint has been imposed. This 
seems realistic as we have considered a 
village for which variation in commercial 
energy demand do not make a significant 
impact on the overall production of com¬ 
mercial energy sources in India. 

To see the fuel options introduced to meet 
tlie various end-uses/aclivities, the demand 
requirement of each end-use/activity has to 
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be taken into account. In our two aechnr 
model, the following end-usei/hctivities 
I have been coniiderett. 

Household Sector 

(I) Cooking: with energy supply 
c^ttions—^fiielwood, dung-cake, crop- 
r^ue, kerosene and bio-gu.’ 

(II) Lighting: where fuel options are kero¬ 
sene, electiklty (fiom g^) and bio-gas. 

i 

Aomculiurai. Sbctob 

(1) Field Operations: Here diesel and 
(draught) animalpower are major fuel 

C^>ti0DS. 

(ii) Minor (lift) brigatioD: For this, the 
fuel options are diesel, electricity, 
animal power and bio-gas. 

(Hi) Rural Transport: with supply 
options—diesel and animal power. 
Two end-uses—(a) bio-gas plant and 
(b) fodder have alM been taken into ac- 
( count For example, bio-gu plant requires 
I cowdung to pttxluoe bio-gas and manure. 
1 As cowAing can be used both for cooking 
t (in dung crice form) and in bio-gas prepara- 
f tton (in wet form), bio-gas production can 
f be changed by changing the cowdung avail- 
i abilily for b^gas preparation. The trade¬ 
off for oowdimg use in bio-gas preparation 
and in cooking hM thus been incorporated in 
{the model. 

SiiAilariy crop residue is needed for both 
cooking and maintenance of livestock popu¬ 
lation. Thus a trade-<^ mcists here too. An 
f incicase in crop residue use in cooking 
> causes a decrease In the crop residue avail- 
(ability tomaintain livestock and the village 
l^htt to purchase fodder from outside. 

This model is based on the folknving 
iBsaumptions: 

f(a) The objective, function and the con¬ 
straints ate assumed to be finear. This 
rules out any significant economies of 
scale with reference to activity levels 
relating to production, transportation 
and end-use of different fmms of en¬ 
ergy. However, this seems realistic in a 
medium-run reference period in which 
a significant technological change is 
improbable. 

Oi^ lo various interlinkages, same 
fiiel source is used for different actiid-- 
ties/end-uses. We shall, however, take 
into account only the direct uses of the 
energy sources. 

The fodder intake along with its tpiai- 
ity, agro-cllmatic zone and nature or 
breed of draught animals determine 
the productivity of the draught ani¬ 
mals in agriculture and the numbor of 
hours for which it can work. Owing to 
lack of regioo-spteific data, it is as¬ 
sumed to work 1,500 bullock-hours/ 
year (Rajendran et al 1982]. 


(d) IhefodderintakectfaiKlthedongavail- 
ability from each type of animal have 
been considered as parameters [Oesai 
1980]. 

(e) The availal^ty of dry dung (dung- 
cake) as well as the farmyard manure 
from a given quality of fresh animal 
dung is assumed to remain f«ed in our 
moM although it can vary depending 
upon the nature of animal waste. The 
regional variation in the case of bio-gas 
production and production of slurry in 
bio-gas plants have been neglected. 

(0 The oop residues are used in cooking 
and as fodder only. The use of crop 
residues in the construction of ‘kuccba* 
houses is ignored. 

(g) AU the majw fuels used in an activity 
are assumed to be perfect substitutes of 
one anothm in that activity. For ex¬ 
ample, in coddng, any kind of special 
preparationrequiring aparticular fuel is 
ignored. 

(h) Tlie requirement of useful energy de- 
tpends on the efficiency of each type of 

appliance used for an activity. We have 
coruidered only one type cf appliance 
for each fuel source in each activity. 
However, in cooking, we have consid¬ 
ered two types of appliances for each 
fuel source (except Uoigas) and have 
generated two scenarios: 

(A) Scenario I: wken all the cooking 
fuels are used in traditional appli¬ 
ances. 

(B) Scenario D: when only improved 
appliances are used in cooking. 

(i) Thepresent level of consumption of fuel 
wo(^ has been assumed to be the upper 
limit of availability of it. This is justi¬ 
fied on the ground that the village, at 
present, dqiendent on fuel wood for 
coddng is assumed to collect the maxi¬ 
mum possible fuel wood from the vil¬ 
lage or from nearby areas. 

(j) Human energy has not been taken into 
account. 

With these assumptions, we have formu¬ 
lated the linear-progranuning model with 
the objective to minimise tiw total cost of 
the(rural) village soci^yindifferentenergy 
sources sulgect to the folfilment of energy 
requirements for diffcmt activities/end- 
uses and also to the availalHlity of different 
fuel sources. A detailed description of the 
model has been •given in Appendix. 

The optimal solution of tte model selects 
the best possible way ttf meeting caagy 
needs for a particular end-use dh the basis of 
the cost economy. It takes out the economi¬ 
cally most viable technology to meet the 
requirement and lodes for ai\ alternative 
when it comes across a Umimg constraint 
associated with the technology. However, 
twoimportant proUemscrop upat this suge 
which are to be taken care of in our study, 
(a) The cost co-efficients attached to each 


of the various Awl sources in the ol^ec- 
tive function'inc o rporates both tlw cost 
of energy source and also the cost of 
en«gy-soiBce for its end-use (or activ¬ 
ity), i e, user’s cost. In the case of the 
latter, the cost of appliance is to be 
taken into consideration. In a planning 
exercise, the cost of fuel source is mea¬ 
sured by the economic cosu. In this 
case, the costs of non-oommcrcial Awls 
incorporate the cost production, col¬ 
lection, transport, etc (apart from envi¬ 
ronmental cost which is difficult to 
measure owdng to its non-economic 
behaviour) s^ile the costs of commer¬ 
cial fuels take into account the cost of 
their production in India. However, in 
a village-level study, where the deci¬ 
sion is mainly guid^ by private costs 
of fuel sources, incurred by individu¬ 
als (e g, the market price of kerosene 
is much less than its economic cost), 
the exercise concerning these costs 
does not seem to be very relevant 
provided—(i) the results in the two 
exercises are very similar to one an¬ 
other, or, (ii) some fiscal/monetary 
measures can provide a check on the 
consumption of those fuel sources, 
uneconomical according totheeconomic 
cost eiercise. Hierefore, for a proper 
planning strategy, both the costs are to 
be taken into account. Separate exer¬ 
cises have been atempted to test the 
model with bodr ‘financial’ as well as 
’economic’ costs 
(b) While doing such an exercise for a 
village-level study, the aggregate of 
each type of different fuel sources avail¬ 
able is takm. For example, (a) the crop 
residue is dependent on total agricul¬ 
tural crop production, and (b) cowdung 
is a function of total livratock popula¬ 
tion of the village. But such exercises 


TaBLB 1: DmRBNTCAIKORIES OPTHB Iteiu 


Caiegory 

Area (hectares) 

Cutuvatorl 

less than 1 

Cultivator H 

1-2 

QiUrvatorlll 

2-4 

CuhivMorlV 

4-10 

CuRivator V 

above 10 

Landless labourer 

no land 

Artisaa 

- 

Tabu Al: Qbkbral Inforuation asovttw 

VuAaSusi, lAVtiR Dwnucr 

Number of households 

4«3 

Human population (1981) 

« 

Mato 

1,732 

Female 

1,484 

Total 

3,216 

Area (hectares) 

966.00 

Cultivable waste 

14.94 <IJ0> 

Net sown area 

892,38 <92A0> 

Inigmed 

486.00 <054 > 
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the free inlefpenoml (iatn- 
howf^ld) trtnmctioa ae pent^ end 
igboiei dte aue(-lKriding distribution 
(rf dif¥erei4«ize-claM of die population 
in the viUil|e. For exami^, the orop 
residue, crtem paribus, is proportion¬ 
ate to the land size and the crop residue 
availability tolandlesslabourers is zero. 
Thus, evMi if crop residue emerges as 
the most efficient cooking fuel source 
(with zero private cost) in the aggr^ate 
(village-level) exercise, landless 
labourers have to depend on more costly 
fuel source tomeet their cooking enm'gy 
reqinrements. Therefore, a decentralised 
exercise has been undertaken for each 
of the asset-holding classes and get the 
aggregate view of the village as a whole 
by summing up the optimal results for 
all classes. 

Taking all these considerations into ac¬ 
count. let us discuss the results obtained for 
a village called Sirsi* in the district of Jaipur 
in Rajasthan. 

Ill 

The Data 

For the study, we have primarily de¬ 
pended on the data obtained f^iom a survey 
repml: Report on Energy Consumption 
Pattern —k Study of Nortli-East Rajasthan, 


conducted by Kanta Ahuja and U S Rathore 
of Instituteof DevelopmentStudies, Jaipur 
(Rajasthan). But when the survey data has 
not provi^ us adequate information, es¬ 
pecially relating to the capacity related 
parameters and technical parameters, the 
data from various sources have been used, 
namely, (1) the sectoral statistics pub¬ 
lished 1^ the different departments of the 
government of India; (2) the reports of 
various c(»nmittees/groups on the devel¬ 
opment of the different energy-related 
sectors in the country; (3) various articles/ 
seminar papers published in different 
sources. A few gaps in the data require¬ 
ments has been covered by getting infor¬ 
mation from some private institutions/ 
organisations. 

The report has classifred the people of the 
village according to their landltolding sizes 
(TaUe 1). For each individual category, we 
have tested our model to get the optimal 
consumption pattern of energy sources. 

IV 

' The Results and Analyses 

Tlie linear programming optimisation 
problem developed on the basis of the model 
and die data has 28 variables and 50 con¬ 
straints (including non-negativity con¬ 
straints). The solutions are obtained for each 


of the cases with different cost sinclnn by 
using a soft-ware p^kage Linear Interac¬ 
tive and Discrete Optimiser (UNDO) 
while qualitative discussions of the re¬ 
sults have been made below the quantita¬ 
tive results are shown in Annexure tables 
(see Tables A1 to A9). 

Cooking 

Of the five fuel options considered in our 
formulation, namely, fuelwood, dung-cake, 
crop residue, kerosene and bio-gas, com¬ 
mercial energy consumption emo’ges to be 
less effreient compared to others. Although 
the results are different for two exercises 
(using different costs), both of them cam¬ 
paign for more and more use of bio-gas for 
coc^g in the coming future. 

When financial cost is considered, 
fiielwDod emerges as the mostefficient codc- 
ing fuel. Lower transport and collection 
costs within the village and use of rings, 
branches and leaves (and not logs) cause a 
lower private cost of fuelwood as compared 
to other codcing fuel options. Thus the 
economic choice of fuelwood is obvious. 
However, owing to its low useful energy 
content and as fuelwood consumption is 
restricted by an availability constraint, en¬ 
ergy demand in codcing cann^ be met from 
fuelwood alone. 


Table A2: Major Parameiers and Data por the ExEsasB 



Cultivator 1 

Cultivator II 

Cultivator III Cultivator IV 

cultivator V 

Landless 

Labourers 

Artisans and 
Others 

Totnl 

Resource Related Parameteis 

99.832 

276 240 

122.574 

178 102 

106 330 

8l.8i5 

220.912 

1085.805 

Quantity of fUelwood (tonne) 

(upper bound of fuelwood) 

Ownenhip of animals 

Mildi animal 

41 

29 

86 

81 

134 

8 

63 

442 

Draught animal 

42 

31 

90 

85 

140 

8 

65 

461 

Dry animal 

40 

30 

86 

82 

134 

8 

63 

443 

Young stock 

59 

42 

124 

118 

193 

12 

91 

639 

Total 

182 

132 

386 

366 

601 

36 

282 

1985 

Dung availrinliiy from ammals (toniie) 

Milch animal 

180.874 

127.936 

379.394 

357.337 

591.150 

35.293 

277.928 

1949.911 

Young stock 

107.675 

76.650 

226.300 

215.350 

352 225 

21.900 

166.075 

1166.175 

Dry animal 

168.380 

126.286 

362.019 

345.181 

564.076 

33.676 

265.200 

1864.817 

Total (obtainable) 

456.929 

330.871 

967.713 

917.868 

1507.451 

90.869 

709.203 

4980.904 

Dung which may be collected 

319.850 

231.610 

677 399 

642.507 

1055.216 

63.608 

496.442 

3486.633 

Estimation of crop-residue (tonne) 

Qop residue 

24.563 

31.295 

93.851 

171.372 

372.115 


20.801 

713.998 

drop residue (dry weight) 

7.615 

9.702 

29.099 

53.125 

115.356 


6.462 

221.358 

Pod^ (dry wei^t) 

0.629 

0.807 

2.288 

4,132 

9.563 


0.687 

18.106 

Demand Ralaied Paiameien 

UaeAil energy requirement in cooking 

COOOK calories) 

Soeaariol 

69300.83 

204591.00 

88977.70 

119582.60 

74703.07 

62511.76 

180034.10 

799701 

Scenario II 202216.20 

588112.40 

259657.20 

355378.90 

218405.50 

176559.30 

487329.00 

2287659 

UsriU energy requrement in lighting 

COQpKcaloriea) 

1093.78 

1832.40 

1164.49 

1697.85 

82698 

76X6 

2393.38 

9085 

Orass ctqpped and irrigated area 
(bMtarea). 

Oross crapped area 

34.00 

43.65 

123.75 

223.45 

517.17 


37.16 

979.lt 

Oroas irrigaied area 

16w46 

20.71 

67.86 

125.93 

247.74 


7.30 

486i)0 

Vohuns fteiglit traffre doane kni) 

Janp production (tonne) 

13.73 

17.48 

5X62 

96.16 

207.87 


11.40 

399JM 

VotaM of freight traflle 

137JS 

174.77 

526X2 

961.63 

2078.67 


114.03 

3992.59 
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Coqfidcring the cost stnictuie of IHo-gat 
and its efficiency (60 per cent), bio-gas 
comes out as the second-best dtemative 
fuel source tq tne^ the rest of the energy 
demand. It has thus been noticed that with 
financial cost structure, cowdung is morw 
efficiently used as bio-gas than as dung- 
cake in cooking 

I Dung-cake, percoRlra, appears to be the 
^ moBtefficentfuei source ifeconomiccostis 
considared because of its lower sociaf cost 
In rural India, cowdung collection and dung- 
cake preparation are done mainly by women 
and children who do not have any alterna- 
tiveemployment. Ihus^be c^ipntunity cost 
in dung-cake preparation has been assumed 
to be zero and the cost co-efficient of dung- 
cake comprises only of the cost of its use in 
cooking. 

As the energy available from dung-cake 
Mis short of the total demand, fiielwoM and 
bio-gas are used subsequently. Both bio-gas 
and dung-cake supply are constrained by the 
availability of cowdung (and hence by the 
livestock population) so that even when the 
opportunity cost of dung-cake is higher than 
that of bio-gas in codcing. bio-gas would be 
substituted fen’ dung-cake with every in- 
I crease in coddng energy demand and the 
I share of dung-cake falls For other two 
r options—crop residue is more efficiently 
i ttsedasfodder.whilekeroseneconsumption 
t can be reduced to zero if the required level 
I of bio-gas can be made available 
I llieiefcxe, a decentralised planning strat- 

I egy to popularise the bio-gas energy* can be 
I suggested in the face of rising demand (ow- 
I ing to increasing peculation pressure) and 
1 limited supply of non-commercial sources 

t While the fbelwood use cannot be increased 
above a certiun bound owing to environ- 
i mental threats, the possibility of increase of 
' cowdung supply has also a limited scope in 
I the coming years given the present low rate 
( of growth (1 per eent per annum) of the 
h livestock populauon. 
i The optoal consumption pattern of fuel 
I sources in cooking remains more or less the 
> same for each individual class. However, it 


t has been noticed that two categories of 
i people (cultivatorll and landless labourers) 
1 use kerosene which is more expensive. The 
f ownership pattern of livestock is such that 
I bio-gas production and fuelwood together 
cannot meet their energy demand in cook¬ 
ing. Thus these two calegones, with lowest 
per household income among all categories, 
have to depend on more expensive commer- 
{ciai sources 

The problem, therefore, lies in the basic 
question of property ownership Until and 
unless some directions towards co-opera¬ 
tion of the village is done, the burden of 
'(costly energy use IS to be borne by the poorer 
section of the society 
An additional exercisehas been attempted 
to sec theeffect of using improved ‘chulhas’ 


(in cookingLwithhigher useful energy con- available up to the requifed level. For diis, 

tents. It has been found that the dependence the increase in cos) of more electricity gen- 
on bio-gas can be decreased if sufficient eralion is far less than the saving fiom 
amounts pf fudwood, dung-cake are avail- production of kerosene use. Moreover, a 
able. Otherwise the consumption of kero- major part of the saving is in the foreign 
sene would remain positive resultmg in a exchange market, 
pressure on depleting foreign exdiange re- The result, thoefore, recommends for 
serve in India. rural electrification in this village so that 

every household can use electricity for its 
LioimNa domestic use. Accordmg to the stwey data, 

the number of househohjs electrified is only 
Three fuel options, namely, electricity, 65 pet cent of the total households. , 
kerosene and bio-gas have been consider^ The domestic sector which indudra pri- 
in lighting. The optimal solution stresses the maiily coddng and lighting consumes about 

use of electricity which accounts for 100 per 92 per cent of the gross energy. The shares 

cent of the total demand for this end-use, if of cooking and lighting in the tbtal (net or 


TaslbAS EstmuisoFiouiibskhiCost CoiiFnciEim iNTHEMoDGLONauDiNaiiiBEim-imECosn) 


Name of the 

Hiel Source 

End-iiSe/Activity 

Financial Cost 

Economic Cost 

End-uaeCoet 

Rielwood 


Rs 30.2/qntl 

RsS8/qntt 


End-use cost in 

Cooking 





Scenario I 



Rs O.S/qatl 


Scenario 11 



Rs 1/qnli 

Coibdung 


Rs 16/qnll 



End-use cost in 

Cooking 





Scenario I 



Rs 1.5A|tttI 


Scenario U 



Rs 3/qnll 

Crop residue 





End-use cost in 

Cooking 





Scenario 1 



Rs33.8/qaii 


Scenario 11 



Rs63.(Vlqiia 

Animal power 


Rs 1 68/bullock- 

Rs 1 68ftiuliock- 




hour 

hour 


End use cost in 

Agncultural 



Rs0.]2AuUock- 


activities 



hour 


Lift irrigation 



Rs526«ullock- 





houe 


Rural ttansport 



Rs0.88A)ullodc- 





hour 

Ker<»eoe 


Rs22SAiti« 

Rs 4.06/litre 


End-use cost in 

Cooking 





Scenario I 



Rs l.lbditre 


Scenario 11 



Rs 1.66/litre 


Lighting 



Rs 0.65/htie 

Diesel 


Rs 3.S(V1itre 

Rs 3.52/Iitie 


End-use cost in 

Agnkultural 





activities 



Rs8.22dtiie 


Lift iingation 



Rs I 52/litie 


Rural transport 



Rs ILOTRitie 

Electricily 


Rs0.S3/Kwh 

(Domestic) 

Rs022ri(wh 

Rsl.02ACwb 




(Agncultoie) 



End-use cost in 

Lighting 



Rs0.S6/Kwh 


Lift Iingation 



Rs 0.39/Kwh 

Bio-gas (1) 


Rs 183/ca m 

Rs 1.83/» m 


End-use cost in 

Cooking 





Scenario I 



Rs 0.1Qlca m 


Scenario 1! 



RsO.10Mnm 


Lighting 



Rs0.6SAum 


Lift imgation 



Rs 6.33/hum 


Noies (I) For cooking and lighting, the si» of the bio-gas planl considered is 2 cu m wittle for lift 


irngaiioo, 10 cu m Bio-gu planl has been taken into account. 


Economic and Political Wteldy 
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umM) domestic sector energy are about 99 
per cent and 1 per cent respectively. 

Field Operations 


longer duration to use its full capacity. 
This will reduce the per unit cost of bul 
lock operation This can be done also by 
using improved agricultural equipment 
However, if the cropping intensity in¬ 


creases and/or if the production ta^et is to 
be met only through large impiovcinent in 
productivity, tractoroperatioii may beooat< 
effective. 

LlPTlRRIOATTCm 

Each of the four fuel optiems considered 
fbr this activity is assumed to be used with 
aparticular type of appliance, shown below: 


Eaeigy Source Appliance Capacity (hp) 
Connoered 

Diesei Diesel Riinp 6 J 

Electricity Electnc Pump 73 

Aaimal Power Persian Wheel 3.0 

Bio-gas Dual Pump 10.0 

The optimal solution favours the use of 
electricity only in liA irrigation. The re¬ 
sult remains tbe same irrespective of coat 
structures considered The argument in 
favour of lural electrification has become 
stronger as it is also useful for minor 
irrigation Therefore, iftheelectricitysup- 
ply can be obtained from grid direedy to 
agriculture without much of transmission 
losses, and the diurual variation of elec¬ 
tricity demand is not taken into account, 
electric pumps come out as the most effi¬ 
cient fuel source This can decrease the 
demand for more diesel, the second best 
energy option for lift irrigation. 

Rural TRANSKwr 

In our formulation, we have considered 
rural transport which arises from tbe trans- 
pintation of agricultural inroduction. The 
transport in the domestic sector has not been 
taken into consideration owing partly to 
more use of human labour for which data are 
not easily available. 

The result shows that tractor is more 
efficient than animal emt and, therefore, 


Hie cost and tedinical parameters at¬ 
tached to diHerent fuel options, namely, 
diesel and animal power for their use in this 
activity suggest that the village should use 
animal power for field operations. The eco¬ 
nomic reasoning behind such solution can 
be studied. In this static analysis, we are to 
meet a given target crop (neduction fixim a 
given land so that per hectare productivity 
requirement is determined Tbe operation 
takes place during a certain time-period in a 
year. The tractors (35 bp) caq do this work 
quickly but at a higher cost whereas the 
animal power does the same at a lower cost 
but takes a longer duration. Under such 
circumstances, it U teconomical to use ani¬ 
mal powerwitb lower total cost, provided its 
pro^tivity is high enough to meet the 
reqtdred level of land preparation within the 
given seaaon. 

If the productivity (per bullock-hour) of 
bullock is tow, then it can be used for a 


Table A4 Calorific Values and Efficiencies of the Riels Used in the Dosesrnc Sector 


Fuel Options 

Calonfic Values 

fifficiencv 



Unit 

KCalAJnit 

Useful Energy 
(K Cal/Unit) 

Unit 

Percent 

Cooking 

PiKWOod (traditional) 

Kg 

4,700 

47000 

Per kg 

10 

Pitewood (inqwoved) 

Kg 

4,700 

1.41000 

Per kg 

30 

Cowdung (traditional) 

Kg 

2,130 

14910 

Per kg 

7 

Cowdung (unproved) 

Ks 

2,130 

319 50 

Per kg 

15 

Crpp-tesidue (traditional) 

Kg 

3,500 

245 00 

Per kg 

7 

Cr^iesidue (improved) 

Kg 

3,500 

525 00 

Per kg 

15 

Kerosene (traditional) 

Ltrs 

8,947 

3.757 74 

Per hue 

42 

Kerosene (improved) 

1 trs 

8,947 

5,36820 

Per litre 

60 

Bio-gas 

Cum 

4,725 

2,835 00 

Percu m 

60 

Lighting 

Kerosene 

Ltrs 

8,947 

89 47 

Per Hue 

1 

Electnciiy 

Kwh 

861 

86,10, 

60 <8 

Per kwh 

10 

Dio-gas 

Cum 

4,725 

Percu m 

1.28 


Afote; For calculalioB a{ efficiency of bio-ggu. we have assumed 2 cu m plant 
Soonts: (OAppIkialionofa Rural Energy Model in Energy Planning (Part A), TERl, New Delhi, 
1989. 

(2)Sharnia,EAS(1986) 
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acoounU for 100 per cent of the 

fotmbr. It has been seen that aninul power 

have assumed in our fofmuIatioB (bat tit' 

eneijy in rural import. The result arises 

is used only for field operations while the 

using a bullock for one or more agricni- 

mai^ because tractor (3S hp) has milch 

optimal fuel options in lift irrigation and 

tural activities, 'if has to be maintained 

higher capacity than a bullock cart (0.5 hp) 
in this actiWiy. Thus the time taken for 

nifal traniport 
respecrivdy. 

are electricity and diesel 

throughout the year and this requires a 
certain maintenance cost. Thus the num- 

transportation of animal haulage by animal 

Field operations take place during a 

ber of bullocks used for field operations 

. eait(toaditional)i8farmoretbanatractorso 

particular season in a year 

and animal 

would remain idle for the rest of the year 

that the total cost is much more for the 

power is required only for this season. We 

and the social marginal cost of draught 

Table AS: Consumption op DippESEin- Fuel-sources in Different AcnvmES or Eni>-uses (Per household per annum) 


ftiei Sources 

Cultivator 1 

Cultivator II 

Cultivator III 

cultivator IV 

Cultivator V 

Laadleu 

Labourers 

Artisans and 
Otlvfrs 

Rielwood ia cooking 

1.848.73 

5,416.46 

2,269.90 

3,298.19 

1,969.07 

1,513.09 

1,555.72 

Total ftielwood (kg) 

1,848.73 

5,416.46 

2,265.90 

3,298.19 

1,06907 

1,513.09 

1,533.72 

CoiRdung in cooking 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

# 

Cowdung in bio-gas operation 

2,672 34 

7,038.50 

3,743.84 

4.284.04 

2,952 96 

1,682.73 

4,994.39 

Total cowdung (kg) 

2,672 54 

7,058.50 

3.745.84 

4.28404 

2,932 96 

1,682.73 

4,994.39 

Oop-residue in cooking 

0.00 

0.00 

0.00 

000 

000 

0.00 

0.00 

Grap-residuc as fodder 

141.01 

190.23 

538.77 

983.80 

2,136.22 

0.00 

43.51 

Total crop-ceskiue (kg) 

141.01 

190.23 

538.77 

983 80 

2,136.22 

0.00 

45.51 

Animal power ia field operation 

0.00 

000 

127.74 

000 

0.00 

0.00 

0.00 

Animal power in lift irrigation 

0.00 

000 

0.00 

0.00 

0.00 

000 

0.00 

Animal power in rural transpott 

0.00 

0.00 

0.00 

000 

0.00 

0.00 

0.00 

Total animal power (bullock-hour) 

0.00 

0.00 

127.74 

0.00 

0.00 

0.00 

0.00 

Keroiene in cooking 

0.00 

98 80 

0.00 

000 

0.00 

49.12 

0.00 

Kctoaene in lighting 

0.00 

0.00 

0.00 

0.00 

0.00 


0.00 

Total kerosene Oitre) 

0.00 

98 80 

0.00 

000 

0.00 

49.12 

0.00 

Diesel ia field operation 

47.34 

000 

172 31 

311 13 

720 09 

0.00 

19.68 

Diesel in lift irrigation 

0.00 

0.00 

0.00 

0.00 

000 

0.00 

0.00 

Diesel in rural transport 

0.32 

0.43 

1.23 

2.24 

4 83 

000 

0.10 

Total diesel (litre) 

,47.66 

043 

173.53 

313.37 

724.94 

0.00 

19.78 

Becutcity in lighting 

233.25 

417 30 

25046 

365 18 

177.87 

16.40 

193.76 

Electricity in lift irrigation 

133.69 

178 10 

551.17 

1,022.82 

2,012 18 

0.00 

22.35 

Total electricity (kwh) 

368.94 

395 40 

80163 

1.388.00 

2,190.03 

16.40 

218.31 

Bio-gu in cooking 

146.19 

386.10 

204.90 

234.34 

161.53 

92.05 

189.30 

Bio-gas in lighting 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Bio-gas in lift irrigation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Total bio-gas (cu metre) 

146.19 

386.10 

204.90 

234.34 

161.53 

92.05 

189.30 

Total purchased fodder (tonne) 112.64 97 28 223.97 184.48 272.82 

Table A6; CoNsuMPnoN op Different Fuel-sources in Different AcnvmES or End uses 

186.41 

179.93 

Biel Sources 

Cuhivator 1 

Cultivator II 

Cultivator III 

Cultivator IV 

Cultivator V 

Landless 

Labourers 

Artisans and 
Qdiers 

S V Bielwood in cooking 

1,848.73 

5,416.46 

2.269.90 

3,298.19 

766.93 

1,515.09 

1,553.72 

1) Total ftielwood (kg) 

Cowdung in cooking. 

1,848.73 

5,416.46 

2,269.90 

3,298.19 

766.95 

1,313.09 

1,533.72 

1,537.46 

000 

3,888.35 

3,831.43 

6,860.65 

0.00 

423.00 

1 Cowdung in bio-gas operaiioR 

1.194.32 

7,038 50 

7.29 

600.23 

0.00 

1,682.75 

3,033.94 

f Total cowdung (kg) 

2,731 78 

7,058.50 

3.8*15.64 

4,431.63 

6,860.63 

1,682.75 

3,476.94 

j Orap-residue in cooking 

0.00 

000 

0.00 

000 

0.00 

o.od 

0.00 

aop-icsidue as fodder 

141.01 

190 23 

538.77 

983.80 

2,136.22 

0.00 

45.51 

; Total crap-residue (kg) 

141.01 

190 23 

538.77 

983.80 

2,136.22 

0.00 

45.51 

\ Animal power in field operation 

93.97 

127.74 

342.04 

617.61 

1,429.44 

aoo 

39.06 

{ Animal power in lift itrigaSion 

0.00 

0.00 

0.00 

0.00 

aoo 

0.00 

0.00 

^ Animal power in rural transport 

000 

0.00 

0.00 

0.00 

aoo 

0.00 

0.00 

Total animal power (bullock-hour) 

93.97 

127.74 

342.04 

617.61 

1,429.44 

0.00 

39.06 

: Keraeene in cooking 

0.00 

98.80 

0.00 

0.00 

aoo 

49.12 

0.00 

, L Keraaene in lighting 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

^ Tom kerooene <lHre) 

0.00 

98.80 

0.00 

0.00 

P.00 

49.12 

0.00 

:' Diesel in field operation 

000 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

: Diesel in lift irrigation 

000 

0.00 

0.00 

0.00 

0.00 

0.00 

OJOO 

Diesel ia lural transport 

0.32 

0.43 

1.23 

2.24 

4.85 

0.00 

0.10 

: Total diesel (litre) 

0.32 

0.43 

123 

2.24 

4.85 

0.00 

0.10 

, Electricily in lighting 

235.23 

417.30 

250.46 

363.18 

177.87 

16.40 

195.76 

> Eleciticily in lift irrigation 

I33A9 

178.10 

351.17 

1,022.82 

2,012.18 

OPO 

22.55 

Total electricity (kwh) 

368.94 

393.40 

801.63 

1,388.00 

2,19005 

16.40 

218.31 

t jBl Bi»<as in cooking 

63.33 

386.10 

0.40 

32J83 

0.00 

92.03 

167.05 

^»Bio-Bas in linhting 

0.00 

0.00 

0.00 

QJOO 

oxn 

0.00 

OJOO 

W Bio-iM ia lift irrigation 

0.00 

000 

0.00 

0.00 

0.00 

0.00 

0.00 

wrTotal bio-tas (cu metie) 

6.1.33 

386.10 

0.40 

32.83 

0.00 

nxa 

167.05 

HTntai putebaaed fodder (u>aae) 

2 39 

1.91 

5.42 

33.39 

9.62 

iAS 

1.39 







powci! for tfaesO two activittes can be 
atsuni^ to be zero only. 

An exercise has been done in (his direc¬ 
tion to look intothe changes in optimal fuel- 
mix in lift irrigation and rural transport, if 
the cost of animal power is zero. The opti¬ 
mal solution shows no change in the previ¬ 
ous fuel consumption pattern, 'lliis suggests 
that it is better to keep this animal power idle 
for the rest of the year after being util ised for 
field operations. In rural transport, the sen¬ 
sitivity analysis shows that even if the trac¬ 
tors are hired at Rs 60 per tractor-hour (as 
mentioned in the survey.report) it would Ik- 
cost-efficient to use traetor for (his activity. 


Limitations of tub Studv 

1 The linear type of model rules out any 
possibility of economies of scale while we 
consider 'different levels of activities/end- 
uses in respect of different forms of energy 
ami energy flows to different demand sec¬ 
tors. All these variables are treated as con¬ 
tinuous variables while some variables 
change in discrete quantities in real life, e g, 
the animal population. 

2 The linear programming model tries 
to yield a corner solution which, in real 
life, may not be seen due to some non¬ 
economic reasons. However, in our model. 


we have checked the pattern of 
consumption by putting more ami mom 
constraints on ttle'availabilities of tftffmr"; 
ent fuels. The model can alao be 
more realistic if we incorporate param^- 
ric changes in different demand constraints 
for every year over a medium-run r^er-. 
cnce period. 

3 As we have considered oidy constMt 
cost coefficients in our analysis, the modef 
cannot explain the price or cost changm 
endogenously. 

4 We have not taken into consideratitm 
certain activities like water heating, etc, to 
avoid complications. 


Table A7: Financial Cost of Diht-rent Fuei -soiiw.fs in Gross Enfrcy Requiiiement in Different AcnvmEs/ENn-usEs 

(Per CM) 


Fuel Sources 

('ullivator 1 

CuKivatnr II 

Cutlivalor HI 

C3iltivator IV 

Cullivator V 

I,Andless 

Labourers 

AltiMMMid 

Olbeia 

I-uelwood in cooking 

85.81 

87.86 

76.89 

75.25 

50.37 

88.91 

85.31 

Cowdung in cooking 

O.OW 

0.()0 

0.00 

0.00 

0.00 

0.00 

0.00 

t'rop-residue in cooking 

0.00, 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Kerosene in cooking 

().(X) 

3.05 

0.00 

0.00 

0.00 

5.49 

0.00 

Bio-gas in cooking 

A.K2 

6.30 

6.98 

5.38 

4.15 

5.43 

10.44 

Total energy in cooking 

92.66 

97,20 

83.87 

80.62 

54.53 

99.82 

95.75 

Kerosene in lighting 

0.00 

O.tK) 

0.00 

0.00 

0.00 

0.00 

0.00 

Electricity in lighting 

2.01) 

1.24 

1.55 

1.53 

0.83 

0.18 

1.87 

Bio-gas in lighting 

0.00 

O.W) 

0.00 

0.00 

0.00 

0.00 

0.00 

Total energy in lighting 

2.00 

1.24 

1.55 

1.53 

0.83 

0.18 

1.87 

Animal power in field operation 

OfX ) 

;.oi 

0.00 

0.00 

0.00 

0.00 

0.00 

Diesel in field operation 

4.17 

0.«) 

11.08 

13.48 

,34.98 

0.00 

2.15 

Total energy in field operation 

4.17 

1.01 

11.08 

13.48 

34.98 

0.00 

2 .IS 

Animal power in lift irrigation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Diesel in lift irrigation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Electricity in lift irrigation 

I.U 

0.53 

3.42 

4.27 

9.64 

0.00 

0.23 

Bio-gas in lift iirigation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Total energy in lift iirigation 

1.14 

0.53 

3.42' 

4.27 

9.64 

0.00 

0.23 

Animal power in rural iran.sport 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Diesel in rural transport 

0.03 

0.01 

0.08 

0.10 

0.02 

0.00 

0.01 

Total energy in rural transport 

0.03 

0.01 

0.08 

0.10 

0.02 

0.00 

0.01 

Tout energy in all activities and end 

uses 100.00 

100.00 

100.00 

| f )0.00 

100.00 

100.00 

100.00 


Table A8; Economic Cost of Different Fufi - sources in Gross Enekcy Requirement in Differfj4t AcTivrriEs or End-uses 


(Per Cent) 

Fuel Sources Cultivator 1 

Cultivator 11 

Cultivator III 

Cultivator IV 

Cultivator V 

Landless 

Labourers 

Artisans and 
Others 

FUelwood in cooking 

67.83 

87.86 

52.19 

58.60 

15.38 

88.91 

78.78 

Cowdung in cooking 

25.57 

0.00 

40.52 

30.85 

62.36 

0.00 

9.71 

Crop-residue in cooking 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Kerosene in cooking 

0.00 

3.05 

0.00 

0.00 

0.00 

5.49 

0.00 

Bio-gaa in cooking 

2.41 

6.30 

0.01 

0.59 

0.00 

5.43 

8.50 

Toul energy in cooking 

95.81 

97.20 

92.72 

90.04 

77.74 

99.82 

97.00 

Kerosene in lighting 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Electricity in lighting 

1.58 

1.24 

1.05 

1.19 

0.65 

0.18 

1.82 

Bio-gas in lighting 

0.00 

0.00 

0,00 

0.00 

0.00 

0.00 

0.00 

Total energy in lighting 

1.58 

1.24 

1.05 

1.19 

0.65 

0.18 

1.82 

Animal power in field operalioiL 

1.69 

I.OI 

3.85 

5.37 

14.03 

0.00 

0.97 

Diesel in field operation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Toul energy in field operation 

1.69 

I.OI 

3.85 

5.37 

14.03 

0.00 

0.97 

Animal power in lift irrigation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Diesel in lift irrigation. 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Electricity in lift iirigation 

0.90 

0.53 

2.32 

3.33 

7.39 

0.00 

0.21 

Bio-gas in lift inigalioo 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Total energy in lift irrigation 

0.90 

0.53 

2.32 

3.33 

7.39 

0.00 

0.21 

Animal power in rural iraaspoii 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Diesel in rural transport 

0.02 

0.01 

0.05 

0.08 

0.02 

0.00 

0.01 

Toul energy in rural Uransport 

0.02 

0.01 

0.05 

0.08 

0.02 

0.00 

0.01 

Totti energy in nil activiiies and end-uses 

100.00 

100.00 

100.00 

100.00 

99.83 

100.00 

100.00 


Jtuw.lS, 4994- 
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5 IhfiflitiliMrMucchM not been taken 
inlo Bocpont. Thns ibe trade-off between the 
me of inorganic fertUiier and manure (pro- 
dooed boln bi«-ga« planti) bar not been 
comidaed. 

SBNsmvrTY Analyses 

Tbe model bas tbown rcmaikable stabil¬ 
ity when considered from the planning per¬ 
spective Ibe sensitivity analyses fof tbe 
changes in the cost coefficiente, especially 
for tbe commercial energy souices do not 
alter tbe optimal consumption pattern ex¬ 
cept for the instuice of'decreasing cost of 
diml. 

When diesel price falls by about S per 
cent, it emerges as the most efficient fuel 
source in field opaations, and will substi¬ 
tute animalpower Consequently, draught 
animal power will not ^ us^ in any 
agricultural opo'ations and therefore, will 
not be maintained throughout the year, 
resulung in fall of cowdung availability 
IheKfore, even if dung-cake appears to 
be the most efficient coining fuel, fol¬ 
lowed by fiielwood, they together cannot 
meet the total cooking demand As a re¬ 
sult, a more efficient energy source will be 
chosen, namely bio-gas Now cowdung as 
a raw matenal wiU-contribute more to 
wards the production of bio-gas as com¬ 
pared to dung-cake Moreover, the de¬ 
crease in use of draught animals would 
imply a fall in the demand for purchased 
fodder 


Another exercise has been attempted to 
measure the impact of tbe subsidy on bio- 
gu on the consumption pattern of fuelwood, 
which owing to its excess use u resulting in 
envuonmentaldestabihty It has been found 
that if the bio-gas cost is decreased by 61 per 
cent, fuelwood would be substitu^ par¬ 
tially But fuelwood consumption cannot be 
decreased to zero, because the bio-gas (and/ 
or dung-cake together)cannot meet the cook¬ 
ing energy demand from the available 
cowdung If more cowdung is to be made 
available, tbe cost would increase as the 
draught animals are to be maintained with¬ 
out making them useful m any agricultural 
activity Therefeue, if the government wants 
to curb tbe consumption of fuelwood, if has 
to bear a heavy cost, which may be taken as 
a rough estimate of tbe shadow value for 
environmental prolecbon 

V 

Conclusions 

All these results, discussed in Section 
IV may vary depending upon the cooking 
patterns, food habits, local availability ot 
fuel sources, land use and cropping pat 
terns, etc A centralised planning exer 
CISC, based on the aggregate data cannot 
capture these factors as these are location- 
specific The exigency of a village-level 
study IS warranted in such a context How 
ever, in a vast country like India such a 
massive task is difficult to take place But 
if we look carefully, a broad similarity in 


the consumpuon pattern can be noticed in 
a specific agro-olimatie zone. Ihua a 
decentralued planning exercise of this 
kmd should be undertaken for at least one 
sample village inisach apo-climatic zmie. 
Coefficients are suppo^ to be constant 
fcHT regions having homogeneous socio¬ 
economic behavioural pattmn of house¬ 
holds, level of technology in agriculture, 
cropping pattern, etc But th^ may vary 
over a long time-borizon 
Thus, the exercise is valid fm application 
in {banning for a tune period for whick tbe 
assumed state of art and techtidogy of en¬ 
ergy supplying sectors and the |cenano of 
availability of energy sources remain un¬ 
changed In order to capture tbe impact of 
the changes in tastes and technology on 
optimal pattern of energy consumption for a 
perspective plan period, such exercises 
should be repeated at regular intervals with 
revised parameters and structural equations 
The advantage/utihty of this kmd of exer 
CISC should be judged by its qualitative 
nature of identifying the problem and find¬ 
ing out analytical solutions with certain 
degree of precision such that the role of the 
undermining factors in determining the op¬ 
timal fuel mix can be understood Thus 
such exercises should provide building 
blocks for arriving at integrated rural energy 
plan and policy 

Appendix 

MaTHI-MATICAI bORMULATION OF THE MoOBL 


Tabui A9' Pinal Results with Financial Com and Economk. Com 


AicISauicea 

_Financial Cost_ 

CLonomic Cost 

Sum of All 
Categories 

Village-Level 

Sum of All 
CaiegiNies 

Village Level 

Rielwood n cooking 

1,08S 80 

1 085 80 

1 02089 

1 02089 

Total ftieiwood (lonne) 

1,083 80 

1,085 80 

102089 

1 020 89 

Cowdung in cooking 

000 

000 

93043 

562 99 

Cowdung in bio-gas operaiion 

1,897 45 

3 486 63 

981 81 

I 324 73 

Total cowdung (tonne) 

1,897 45 

3 486 63 

I 912 24 

I 887 72 

Crop-ietidue m cooking 

000 

000 

000 

000 

Orap-residue as fodder 

221 35 

221 35 

221 35 

221 33 

Total crop-residuc (tonne) 

221 35 

221 35 

221 35 

221 35 

Animal power in field operaUon 

6 314 93 

000 

1 46 146 20 

1 46 144 00 

Animal power in lilt imgauon 

000 

000 

000 

000 

Animal power in nirai transport 

000 

000 

000 

000 

Total animal power (bullock hour) 

6 514 93 

000 

1 46 146 20 

1 46 144 00 

AHOseac in cooking 

7,691 20 

000 

7 691 20 

000 

Xsnsene in lighting 

000 

000 

000 

000 

Total kerosene (litre) 

7,691 20 

000 

7 691 20 

000 

Diesel in Reid operation 

70,34059 

73,621 43 

000 

000 

Diesel m hft imgation 

000 

000 

000 

000 

Diesel in niral transport 

503 07 

501 84 

503 07 

301 84 

Total diesel (hire) 

70 843 66 

74 123 27 

503 07 

501 84 

Etecmciiy in lighting 

1,05^18 40 

1 05 518 40 

1,05.518 40 

105.518 40 

Eieeiricity in lift imgation 

2,13,157 90 

2,13 13790 

2.13 157 90 

2,13,157 90 

Total electncily (kwh) 

3,18676 30 

3,18,676 30 

3,18 676 30 

3 18,676 30 

Bw-gas In cooking 

91.87704 

1,02.071 70 

53 705 03 

72,462 52 

Bio-gu in lighting 

000 

000 

000 

000 

Bio-gas in lift imgation 

000 

000 

000 

000 

Total bm-gaa (cu metre) 

91,87704 

1.02 071 70 

53.70503 

72.462J2 

Total purchased foiMer (lonne) 

83,451 49 

1,074 20 

4,404 01 

U41.S2 


Under all the assumptions, mentioned in 
Section II we have formalised the model 
with the objective to minimise the total cost 
of tbe rural society in different energy 
sources subject to the fulfilment of energy 
requirements for different acti vibes/end uses 
and also to the availability of diffoent fuel 
sources In the model, the following indices 
are used 

Index 1 energy sources used (with units 
mentioned in the parameters) 

1 Fuelwood (kg) 

2 Cowdung (kg) 

3 C!rop residue (kg) 

4 Ammal power (bullock-hour) 

3 Kerosene (litre) 

6 Diesel (litre) 

7 Electnaty dtwh) 

8 Bio-gas (cubic metre) 

Index j activities/end-uses considered. 

1 Cooking * 

2 Lagbtinf 

3 Held operations 

4 Lift ungatiou 

5 Rural transpoit 

6 Bio-gas plant 
7Fddder 


ftii ■■in^in — -» *hirwiKiiih 
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lodoi ifc oopc 

I Wheat 
2Dajni 

3 Jowar 

4 Barley 

5 Guar 
6Gram 

7 Mustard 

Index h: animal type 

1 Draught animal 

2 Milch animal 

3 Youngstock 

4 Other animal 

TIk objective function can be written as- 
Minimise 


where, represents the use of i-th energy 
source for j-th activity. 

P representstliecostofi-thenergysourcc 
for Its use in j-th activity Ihis cost incorpo¬ 
rates the cost of energy sources as well as 
the users’ cost. The different energy costs, 
namely, economic costs and financial costs 
have been taken into account in two diffei- 
ent exercises. 

Again, P^ is the cost of manure prialuced 
from the l»o-gas plant when cowdung is 
used to get bio-gas (I..,,) for its differciii 
uses. Ihis proportion by gas plant, i e, the 
amount of slurry (in kg) that is available 
from a kg of wet cowdung in bio-ga.s plant is 
represented by u Ihis has been done as wc 
have not incorporated the fertiliser require¬ 
ment b.ilance in our model. 

END-UsE/ArnviTY CoNsiHAiNrs 
Cooking 

2:a*L2B for alii si,2,3,S,8 

■ ’ " ^ j = l 

where, a^ repi'esents the useful energy ob¬ 
tained from one unit of i-th energy source 
for j-th activity and E, represents the useful 
energy requirements forcodting. Ihe effi¬ 
ciency coefficients depend upon the appli¬ 
ances used for cooking. Based upon this, we 
have built up two scenarios—scenario I: 
when all tlie energy sourcesjn cooking arc 
used in traditional appliances; scenario II: 
when all the fuel sources arc used in im¬ 
proved appliances in conking. 

Lighting 

la •L aE foralli*5,7,8 

> o 1 I j.2 

where, b is the useful energy obtained from 
one unit of i-th fuel source for j-th activity. 


and Ej represents the total useful energy 
requirement (for lighting). 

Field Operations 

^ *L^GrossAreaCultivated fora]li*4,6 
‘ ' j*3 

where, c^ represents tlie productivity of the 
i-lh energy .source for j-th activity, i c, the 
amount of land that can be cultivated by one 
unit of energy source i (when utilised) at its 
full capacity 


Lift Irrigation 

*L >Tut,il Irrigated Area foralli*4,6,7.8 
• j = 4 

where, d icfcis to the area tliat can be 
integrated by one unit of the i-th fuel source 



Rural Transport 


e *L2: T 

« S I 


for all 1=4,6 
j = 5 


where, e^ rcfvesents the carrying eapiarily 
(weight-multiplied by distance) of one unit 
of I-th energy source for rural transport and 
is the total weight to be transported for a 
given distance. 


Avail ABILITY CON-STRAINTS 
Fuelwood Balance 


£1, -LSO forisl.jsl 

I ^ * 


Bio-gas Balance 


e*L„-L,&0 

L,-?L=0 foralli = 8 
' j» 1.2,4 

wlieic, g represents the bio-gas obtained 
from one unit of wet cowdung. 

Crop-Res idue Balance 

I.,-a^*XSO for all c =1.2.7 

L -11 -0 foralli = 3 
' I j*I,7 

where, repiescnts the agricultural pro¬ 
duction of crop c per year in the village 
considered and 6^ is the straw-grain raUo 
for crop c. 

Fodder Balance 

ZL +11+R Zf •A.aO foralli = 3 
j ^ ‘ I. ‘ ^ js7 

h»l.2,3,4 

where, f^ represents the average quantity of 
fodder intake (measured in dry equivalent of 
fodder) by an animal type h. refers to the 
fodder obtained by raising tlic fodder land 
(given the land-use pattem).P^ is the amount 
of purchased fodder which is required to 
feed the livestock population after provid¬ 
ing them witli fodder and crop residues 
available within the village. 


where, L, represents dtemaximum fuelwiKxl 
availability wliich is equal to the collected 
fuelwood by the villagers. 


Ibtal Animal Population Balance 
lAj-A-iO lor all h* 1,2,3,4 


Cowdung Balance 

for h = 1.2,3,4 

I- 5 -^^ = 0 foralli=2.j = 1.6 

where, represents the dung available 
from one unit of livestock type h/year. A, 
is the total livestock population of type h. 
However, all the dung production cannot 
be collected. Therefm'e, we shall assume 
that P proportion of the total cowdung is 
available for use in different activities/ 
end-uses. 

Tlie last equation still needs some modi¬ 
fications We should take into account the 
ratio of weight of wet and drydung. Tak¬ 
ing this ratio of wet dung to dry dung as 
5;l.ourconstraints should be rewritten as; 

3^j*A,-L, 20 for all h*l.2,3,4 

5l.,, + I^-^ = 0 

when all cowdung is expressed in the wet 
form. 


I e, the sum of different types of animal 
pi'pulalion must equal the total livestock 
population. 

It is also assumed that the peculation of 
each type of animal is given as, in our 
analysis, we have considered the activity of 
draught animal only, the cost fimction only 
incorporates the cost of draught animal use. 
The cost will be incurred only if draught 
animal is used for any activi^^nd-usc. 

It is assumed that if the draught animals 
are not used in any of the agricultural activi¬ 
ties, no cost will have to be incurred and the 
dung availability from and the fodder re¬ 
quirement for draught animal population 
will be zero. This is a reasonable assumption 
as the villagers may sell the bullocks if they 
do nut use them. Ilius the fodder require¬ 
ment anddung availability vary with draught 
animal use in agricultural sectors. 'Ihis sliowi 
that this constraints can be substituted 

A,SA, 

where, A, represents the maxunum number 
of draught animals available. 


llwel8,H»4 
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Draught Animal Ualume 

K*\ I,SO 
I II = 0 »ll I = 4 

^ J ’ 1=^41 

h= I 

where, K represents the amount of animal 
power (measured in bullixk bout) that luii 
be generated by a single dr lught anim il 
Howcvci different agricultuial aclivi 
ties lake place in diftercnt seasons in a 
year It is assumed biscd upon the avail 
able intoimation ot the refHirt that 40 (xi 
cent of the total bullixk houis av iil tble 
from a single bulUxk e in he used for field 
operations while lilt inigition and lui il 
transport can get the m ixiinum of 20 [xi 
cent and 40 per cent of the (innual) bul 
lock hours respeetively Iliusthel istet|ua 
tion can be rewritten as 

L„ 041,5 0 
021,<0 
L„ 041,50 

Non NioaiivityConsirainis 

I SO 

foi all I = 1 2 1 = 12 7 

Notes 

(The author is greatly indi.hud lo K I* S, ncupt i 
Amai Sanyaland K Mukhcrus torllu ii cuid ok 
and ustTuI suggestions | 

1 AceordingtoAII India! enstis 1911 nialpipii 
iMion of India was 844 424 niilliun (ippiox) t 
which rural population w is 627 17S niilli ii 
(approx) 

2 tsarkar and K idekodi < 19H8) has shown ih it ihi 
consumer dtniind lor lusi and lichl is rtli 
lively inelastic with respect to their icguc its 
consumption expenditure p iiu i ii (iinuddle and 
htgher income levels (Table below) 

btIH AND 1 Kittr ( ONM MI'lllIN I’M n kS IN 
Ri KAi India 

Per capita I xpt nditiire (iroups 

Monthly 

expenditure 0 8 8 14 n 21 214) >Y 4 

Expenditure 

elasticities 0 824 1044 0 464 OS49 0 442 
Sourci Sarkar and Kidekodi (1988) p 14 

T Including of other non eonsentional eneigy 
sources in the model re quires little ch inge in 
the model However as the study conecii 
tratesunavillige Itvclexercisc wiihnooiher 
existing lion convenliotial sources we hive 
not included any other new option tor this 
medium run planning exercise 

4 A summary of the basic d iia has been given in 
Aniiexiire 

5 For the study the aonf Used cost of 2 tii m hio 
gas plant including its capital and operation 
cost has been calculated While labour cost 
which may arise owing to hio gas expansion 
strategy has been taken up in a village with 
number ot people with aero opportunity cost 


of employment the question of water could 
not be de lit w ith explicitly ind was assumed 
to he nut through independent policy iniiii 
tives However other prohleins reliled lo 
hio g IS operation as deseiihed hy Prasad ct 
il (1977) IS to he taken care of (or snuudh 
opcrilion through prtqxr polity 

Rflvremes 

Ahu|i K indMSRaihort (1987) huiall 
( onuimi'lirm f\iium —A Slwds of North 
I ml A ijo^thon Institute of Development 
Sliidtev liipiir 

Ithigwin MR (1986) India s I ni rgy Policy 
iiillu I lie 1980s I conomii and I'olittiol 
VitikN VoIXXI Nos 44 and 44 
Itluln R(I977) I conomic Ap|u II lU f Dio 
(us I nils III liidii I rinitwoik I >i S leiil 
Deiielit I ust An ilysis fionomi mil 
hill ill Wukh Speciil Number (Atieusl) 
Dhistni S (1976) Dio (us t i I ii I in I 
I rltlisv.iMn Kill tl liidi I A St e III D lutil 
(istAiuissis Imliim Journal l\i,iiiul 
luial 1 1 till nil < V 1 XXXI N 4 
IXsti \\(WW\ III I II \l iiiii^\S III III lull 
uij rileii liilupnliltiom C cnlie loi Mum 
tormg Indim Leononiy Homhiv 
M ikhi) nil \(1I77) InreyPtlievI r Kiiial 
bull I I II no oil lili i/D A/ S s 
>4 in I tl 
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(1988) f nfr%\ Ihmandjor \ft>i(Mltiirr in 
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Man igcnie nl Ahmedab id 
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CREDIT LYONNAIS 


INDIAN BRANCHES 


(In thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH 11 1994 



NOTCS 

1994 

1993 




(Note 18) 

CAPITAL AND 
LIABILITIES 

Capital 

2 

156,492 

156492 

Reserves and surplus 

3 

185,063 

152,893 

Deposits 

4 

5,163.924 

3,009,158 

Borrowings 

Other liabilities and 

5 

522,980 

994949 

provisions 

6 

382.664 

221 693 



6,411,123 

4,535,185 

A§SET§ 

Cash and balances with 




Reserve Bank of India 
Balances with banks and 

7 

1 254 983 

210,6/2 

money at call and 
short notice 

8 

166,994 

295,640 

Investments 

1(c) & 9 

1,750281 

1 586958 

Advances 

1(d) & 10 

2918.680 

1,988,849 

Fixed assets 

l(e) & 11 

15,142 

8 633 

Other assets 

12 

305.043 

444,433 



6,411,123 

4,535,185 

Contingent liabilities 

n 

7,478,595 

2,010,861 

Bills for collection 


34,150 

28,150 


The accompanying notes are an integral part of this statement 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1994 

NOTES 1994 1993 

(Note 18) 


INCOME 

Interest earned 

14 

600,217 

625.710 

Other income 

15 

25,629 

23,718 



625 846 

649,428 

EXPENDITURE 

Interest expended 

16 

273,791 

353,178 

Operating expenses 
Provisions and 

17 

77,161 

55,608 

contingencies 


178025 

141 221 



528,977 

550,007 

PROFIT 

Net prolit lor the year 

Kg) 

96 869 

99,421 

Profit brought forward 


110,851 

65,516 



207,720 

164,937 

APPROPRIATIONS 

Transfer to statutory 




reserve 

3 

19,373 

19,884 

Remitted to Head Office 


64 699 

34,202 

Balance earned forward 

3 

123.648 

110,851 



207,720 

164,937 


Hie accompanying notes are an integral part of this statement 
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CREDIT LYONNAIS 


INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1994 

(In thousands of Indian Riqiees) 


1 Summary of Significant Accounting Policies 

(a) GsiKial 

The accompanying financial statements have been prepaied 

on the histon^ cost basis and conform to the statutoiy 

provisions and practices prevailing in the country 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at 
the Foreign Exchange Dealers* Association of India 
exchange rates prevailing at the close of the year 

(it) Income and expenditure items have been translated at 
the exchange rates prevailing on the date of the transac- 
bon 

(lit) Profit or loss on outstanding forward contracts have 
been accounted on an accrual basis 

(c) tovsaiBstas 

Investments are valued at the lower of cost or market value 

(d) Advances 

(i) Pro visions for doubtful advances have been made to the 
sahsfaction of the auditors The {xrovisions have been 
made based on maiuigenient’s estimates of potential 
exposure and taking into account guidelines issued by 
the Government of India and the Reserve Bank of India 
The net provisions have been included under other 
liabilities and provisions 

(ii) Advances are shown net of bills rediscounted under the 
new Bill Market Scheme of Reserve Bank of India 

(e) Fixed assets and depreciauon 

(i) Fixed assets have been accounted for at their histoncal 
cost 

(ii) Dqxeciauonhasbeenprovidedonthestraightlinemethod 


at the following rates per 

annum 

Fkimiture and fixtures 

10% 

Computers 

25% 

Other equipment 

20% 

Vehicles 

20% 


(Q Staff benefits 

'The Indian Branches have entered into an Employees* Group 
Superannuauon Scheme with Life Insurance Qirporation of 
India for providing retirement benefits to employees 

(g) Net profit 

'tile net profit disclosed in the profit and loss account is after 
(i) provisions for taxes on income in accordance with 
statutoiy requirements 

(ti) provision for doubtful advances 

(ui) adjustments to the value of current investments 


2 Capital 
Capital 

Deposit kept with the 
Reserve Bank of India 
under Section 11 (2) of the 
Banking Regulation 
Act, 1949 


3 Reserves and 
Surplus 

Statutory reserve 
Openihg balance 
Additions during the 
year 


Balance in profit and 
loss account 


4 Deposits 
In India 

Demand deposits 
Frombaiiks 
From others 
Savings bank deposits 
Term deposits 
From banks 
Promothers 


S Borrowingi 
In India 

Reserve Bank of India 
Other banks 
Outside India 


Secured borrowings 
included above 


1994 

1993 

156,492 

156,492 


45,000 

27,500 

42.042 

22,158 

19,373 

19,884 

61.415 

42,042 

123,648 

110,851 

185,063 

152,893 


690 

299 

168,934 

488,375 

10,136 

6,210 

1,106,875 

1,250,875 

3,877,289 

1,263,399 

5,163,924 

3,009,158 



60,481 

374,902 

932,972 

148,078 

1,496 

522,980 

994,949 
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it] CREDIT LYONNAIS 

W3M INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31.1994 

(In thousands of Indian Rupees) 


e-OdwrUabOitiesand 
PrarUons 
Bills payable 

Inter-ofRce adjustments (net) 

Interest accrued 

Othos (including provisiotu) 


7. Cash and Balances with 
Reserve Bank of India 

Cash in hand (including 
foreign currency notes) 
Balances with Reserve 
Bank of India 
In current account 


8. Balances with Banka 
and Money at Call and 
Short Notice 
In India 

Balances with banks 
In current accounts 
Money at call and 
short notice 
Widi banks 


Outside India 
In current accounts 


9. Invcatments 
In India 

Government securities 
Other approved securities 
Shares 
Others 


1994 

1993 

221,833 

42,476 

118,355 

107,677 

3,141 

28,890 

81,985 

382,664 

221,693 

2,207 

916 

1,252,776 

209.756 

1,254,983 

210,672 

165,313 

95,337 

— 

200,000 

165313 

295,337 

1,681 

303 

166,994 

295.640 

1,230,935 

4,104 

97,842 

417300 

1,125,425 

4,033 

457.500 

1,750381 

1386.958 


10. Advances 
(a) Bills purchased and 
discounted 

Cash credits, overdrafts 
and loans repayable 
on demand 
Term loans 


(b) Secured by tangible assets 
Cov«ed bank/ 
Government guarantees 
Unsecured 


(c) Advances in India 
Priority sectors 
Public sector 
Banks 
Others 


Advances outside India 
Due from banks 
Due from others 
Bills purchased 
and discounted 


11. fixed Assets 
Other than premises (including 
furniture and fixtures) 
Cost—beginning of year 
Additions during the year 
Dcdiiptions during the year 


Dcpreciatiim to date 


12. Other Assets 
Inter-ofRce adjustments (net) 
Interest acciu^ 

Tax paid in advanccAax 
ducted at source, net 
Others 


298,250 

1366,439 

1,253,991 


2,918, 


2,003,970 

376,817 

537,893 


2,918,680 


451,44] 

164386 

2,189,051 


2,805,078 


6,035 

107,567 


113,602 


2,918,680 


26.137 

(10,995) 


192338 

569,249 

1,227,062 


1,988,849 


852,207 

162328 

974A14 


1,988349 


41,917 

50.000 

136.092 

1,749390 


1.977399 




11,150 


1,988,849 


13,068 

3,188 

(198) 


16358 

(7.425) 


11,097 


121J25 

178,039 

14,135 

9326 

158.086 

256,868 

305,043 

444,433 



















































CREDIT LYONNAIS 

INDIAN BRANCHES 


NOTES 70 THE FINANCIAL STATEMENTS LOR THE YEAR ENDED MARCH 31, 1994 

(In thousands of Indian Rupees) 



1994 

1993 


1994 

1993 

13 Contingent Liabilities 



16 Interest Expended 


• 

Liability on account 



Interest on deposits 

206,299 

257,372 

of outstanding forward 



Interest on Reserve Bank 



exchange contracts 

5.459,541 

654 287 

of India/inter-bank 



Acceptances, endorsements 



borrowings 

55,475 

51,593 

and other obligations 

754,39} 

215,503 

Others 

12,017 

44,213 

Guarantees given on 




— 

— 

behalf of constituents 




273,791 

353.178 

In India 


407 871 


— — 

- — 

Outside India 


240420 




Bills of exchange 






rediscounted 

180,(XX) 

180000 




[Jnderwnting commitments 

63,500 

312,780 




disputed tax demands 

20,000 

— 

17 Operating Expenses 




7,478 595 

2,010,861 

Payments to and provisions 





_ _ 

for employees 

14,293 

11,554 




Rent, taxes and 






lighting 

7,240 

4,015 

14 Interest Earned 



Postage, telegrams. 






telephones, etc 

5,842 

4,147 

nterest/discount on 



Repairs and maintenance 

4,391 

796 

advances/bills 

399 614 


Depreciahon on 



ncome on investments 

186,317 


bank's property 

3,575 

2,870 

nterest on balances 



Pnntmg and stationery 

3,406 

1,316 

with Reserve Bank 



Insurance 

1,482 

1,075 

of India and other 



Adveitisement and 



inter-bank funds 

14,286 

107,893 

publicity 

652 

623 




Law charges 

193 

32 


600,217 

625,710 

Auditors' fees and 




— 

— 

expenses 

180 

129 




Directors’ fees. 






allowances and 



5 Other Income 



expenses 

42 

44 




CKher expenditure. 



Commission, exchange 



including Head Office 



and brokerage 

24,275 

17,626 

expenses—Rs 14,777 



*rofit on sale of 



(previous year— 



investments 

3,088 

4,314 

Rs 1^520) 

35,865 

29,007 

xiss on sale of 




— 

— 

investments 

(34) 

(10,152) 

/ 

77,161 

55,608 

ncome on exchange 






transactions 

28J57 

32,059 




ixpenditure on exchange 






mnsac lions 

(36,664) 

(23,457) 




discelianeous income 

6,427 

3,328 

18 Prior Year Comparatives 




25,629 

23,718 

Prior year comparatives have been reclas.sified to conform with 




the current year's presmtauon, wherever applicable 


RmnnmM>ini<i Milled Wericiv JlMA j 
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CREDIT LYONNAIS 

INDIAN BRANCHES 


Audi tors’ ^port on the F inancial Statement s under Section 3 0 of thj 
Banking Regu l ation Act, J|949 


Wc have examined ihe balance sheet ol the Indian Branches of CREDIT LYONNAIS (incorporated in 
France with limited liability) as at March '^1 1994 and the related profit and loss account for the year 
then ended Our examination was made in accordance with generally accepted auditing standards and, 
accordingly, included such tests ol the accounting records and such other auditing procedures as we 
considered necessary in the circumstances We have also obtained all the information and explanations 
which, to the best of our knowledge and belief, were necessary tor the purposes of our examination 
and have iound them to Ik satisfactory 

In accoidancc with the ptovisions of Section 29 of the Banking Regulation Act, ld49, and the provisions 
of sub sections (1), (2) and ('*) of Section 211 and sub-section (5) of Section 227 of the Companies 
Act, 1956, the financial statements are not required to be, and are not drawn up, in accordance with 
Schedule VI to the Companies Act, 1956 Ihe financial statements are, therefore drawn up in conformity 
with Forms A and B (revised) of the Ihird Schedule to the Banking Regulation Act, 1949 

In our opinion the accompanying financial statements give a true and fair view of the state of affairs 
of the Indian Branches of C’REDIT LYONNAIS as at March 31, 1994 and of its profit for the year 
then ended 

Furtherinoie in our opinion, 

(a) the transacuoris of the Indian Branches which have come to our notice have been within the powers 
of the Indian Branches ol CREDIT LYONNAIS, 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, and 
give the information required by the Companies Act 19S6 in the manner so required for banking 
companies, and 

(c) the Indian Branches have maintained proper bonks • i ount as required by law insofar as appears 
from our examination of those books 


Arthur Andersen & Associates 
Chartered Accountants 
Sd/- 

Bombay Vijay Sahni 

June 2. 1994 Partner 


BoQtiioii^gndBeBlicU Weekly June 18,1994 
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Poverty and Income Distribution in India 

KNNinan 


Against the background of global poverty and income distribution pattern, this paper analyses the trends and causal 
factors behind rural poverty in Indus both at the national and state levels during 1957-58 to 1986-87 Adopting an abemate 
model and categorisation of the time period of analysis into two phases which is empirically and theoretically justed 
the paper observes that contrary to the findings of other researchers, not only are there distinct tune trends in the incidence 
of rural poverty m India, but also while these trends were positive and significant in Period K1957-58 to 1968-69), they 
were negative and significant in Penod II (1969-70 to 1986-87) Also, the rate of decline in the mcidence of rural poverty 
m the latter penod was much higher than the rate of increase in rural poverty in the preceding penod These observations 
are valid for both all-lndia and across states, using alternate measures of poverty, i e, the head count ratio and Sen’s 
poverty index The paper then attempts both a time series and cross-sectum analysis of the causal factors behind rural 
poverty m India, especially probmg into the role of agncultural growth, inflation, access to subsidised food through the 
public distribution system, population pressure on environmental resources rural consumption levels and inequality, and 
infrastructure development on the incidence of rural poverty for all-India and across states 

The paper suggests that policies to accelerate agricultural growth, infrastructure development and provide better 
access to subsidised food, along with mea sures to control inflation promise to be most effective in reducing the mcidence 
of rural poverty in India Measures to control population growth and promote environmental conservation too ought 
to be incorporated into anti poverty alleviation strategies in India The paper cautions against the implications of 
recent policy changes in India, viz, structural adjustments, resulting in low priority to agriculture as against industry, 
slashmg of public expenditures on social sectors including subsidised food, etc, which are detrimental to the poor 
and could reverse the negative trends in rural poverty visfble after 1969-70 


I 

Introduction 

SUSTAINED economic growth along with 
investment and public policies to improve 
Mmur pioducu vity and access to basic needs 
are widely perceived to be most effective in 
reducing poverty The expcnence of the 
western countries earlier and more recently 
of those from east Asia bears this out On 
the other hand the experience of some of the 
south Asian and African countnes shows 
howlheabsence of suchagrowth momentum 
and policy environment could constrain 
eflidrts to itMiuce poverty In some countnes 
such as Brazil and Pakistan, despite rapid 
economic growth, progress in terms of social 
mdicators like under five mortality, pnmary 
~eSrolment rates has been dismally low 
Whereas Sn Lanka, despite slow economic 
growth, ranked high in terms of social or 
quality of life indicators The countnes of 
sub>Sah8ran Afnca provide the cunous 
oombination of low economic growth and 
social progress resulting in endemic poverty 
Whether there are trade-offs bet ween growth 
and poverty or inequality as suggested by 
Ihelbiznet’shypothesisorthelmmisensatton 
hypothesis are ^fTicult to surmise in the face 
(rf diverse evidences While countnes like 
Japan, Korea recorded significant declines 
inpoverty following a reduction in inequities 
alter widespread land reforms, others like 
fadonesia were able to reduce poverty with 
Iha income distnbution pattern unchanged, 
in still others such as Brazil, Costa Rica a 
wonSning of poverty was assoaated with 
wonenlng inequities All these illustrate how 
complex a subject poverty is and that no 


study of poverty will be complete unless it 
takes note of local conditions and hi&toncal 
processes distinct to each country and region 
It IS in this context that this paper focuses 
on poverty in India The size of India’s 
absolute poor (around 420 million people 
in 1985 with annual per capita incomes 
below US $ 370), the availability of time 
senes data on poverty and related factors for 
areasonablelengthuniqueforanydevdoping 
country as also the diversity of situabons 
and experiences make India ideal for 
analysing the dynamic processes and causal 
factors behind poverty Moreover, given tiK 
similarity of problems faced by many 
developing countnes the Indian expenoice 
may also have lessons for other developing 
countnes to imbibe Our focus is specificaily 
on rural poverty This is because unlike 
many Latin American countnes where 
poverty is largely an urban phenomenon, in 
India as in the rest of Asia and Afnca it is 
largely a rural phenomenon The rural poor 
constitute about 80 per cent of India’s total 
poor Apart from analysing the trends in 
rural poverty in India over bme hnd states, 
the paper also attempts to analyse the factors 
influencing rural povoty in Iiidta bodi at the 
national and state level 
Pioneenng efforts in this direction have 
been made by Ahluwalia (1978), Naiain 
[vide, MellorandDesai 1985] and others [cf 
vanous articles in Bardhan and Snrovasan 
1974, Srtnivasan and Bardhan 1988, 
Knshnaswamy 1990] AMuwalta’s analysis 
for the period 1956-57 to 1973-74 revealed 
no und^ying Imte tnml in rural poverty in 
India md for most stasea. He also obsciWl 
wide f^ualtoiM in the inter-tempnmi 


incidence of rural poverty in India Other 
researchers using two point comparisons, 
tabular or graphic analysis, came to diverse 
conclusions While Bardhan (1973) 
observed a rising trend in rural poverty 
between 1960-61 and 1968-69, Minhas 
(1970) noted a fall between 1956-57 and 
1967-68, Mellor and Desai (1985), Sundrum 
(1987) and Bhattacharya et al (1991) 
observed a zig-zag pattern in the inter¬ 
temporal incidence of rural poverty, nsing 
for a few years, then falling, again rising and 
falling subsequently These contradictory 
findings may be attnbuted to the differences 
in methodology employed, the time penod 
and choice of base and terminal years A 
major short-coming of most of these studies 
IS that while attempting to draw inferences 
about underlyingumetrendsinrural poverty, 
they implicitly assume that the tune penod 
under consideration is structurally and m 
terms of the policy environment favounng 
the poor homogeneous whidi ts far from 
true. Adopbng an alternate model and a 
categonsabon of the bme penod of analysis 
into phases which is theoretically and 
empincally jusbfled, we come up with mmv 
meaningful and consistent results These 
show that contrary to the findings of other 
researchen, nm only are there disbnet time 
trends in rural pove^ both at the all-India 
and stale-level, but also while these bends 
were posibve and significant in one penod, 
they were negative and sigmfleant ui the 
suM eqiw Ht jMriod The me of dedine in 
rufii povet^ duni^ Period B was higher 
than the me of mcrease in rund poverty 
dlirtnf PMhd 1, both for all-India and nwst 
rtniM. Obr SM^ also ooidlttos (he rtmig 





Mfrtlwe iiyitariw between igricultiinl 
petfomaace and die inddence of niral 
poverty obaerved by AUuwalia and othen, 
using bodi aU-Indu and inter-state data, and 
to diat extent disproves the proposition of 
aweak link betwem agricultural growth and 
n»al poverty put forward by some, notably 
imanman (1973) and, Cnffin and Chose 
(1979). It also confirms the positive 
association between uiHatton and rural 
poverty observed by Narain But dnltke 
Narain’s results, ours are based on more 
rigorous tests covering not only all-India 
the head count ratio (as the dependent 
variable) and absolute prices but also inter¬ 
state data using alternate measures of 
poverty and pnee including examining the 
effects of lagged agncultural output and 
price vanables on rural poverty We also 
extend our horizon beyond the narrow 
confines of the agricultural performance 
and price variables to also empirically study 
the relatively neglected issues relating to the 
role of population growth and environment, 
access to subsidised food through the public 
distribution system (PDS), the level of 
infrastnicture development, inequality and 
other factors on the incidence of rural 
poverty The paper also questions on 
theoreucal and empincal grounds the practice 
common among many poverty researchers 
of including a separate time trend vanable 
as an additional explanatory vanable m 
poverty functions to serve the role ot a 
cover-all vanable for ail other time-related 
factors not explicitly considered in the given 
model In short, we not only seek to update 
and extend further the contnbutions of 
Ahluwalia, Narain and others in this area, 
but also overcome some of their 
shoitcoirangs As mentioned earlier, in 
addition to trends in rural poverty at national 
and state level we also analyse the causal 
factors behind rural poverty in India This 
IS at two levels—a time senes analysis of 
factors affecting the incidenceof rural poverty 
at all-India level and a cross-section analysis 
of factors affecting inter-state incidence of 
rural poverty at three points of time The data 
for the study are drawn from official reports 
and refer to the penod 1957-58 to 1986-87 
Before proce^tng, it will be useful to 
situate the poverty and related question of 
income distribution in India in an 
international perspective Table 1 shows that 
south Asia (including India) with 23 percent 
of the world's population alone accounts for 
almost half of the world’s poor India’s share 
Itself IS more than a third of the world’s poor 
In terms of some social iiultcators India lags 
behind though in terms of life expectancy 
and net primary school enrolment rates 
India’s position is better However, within 
India, some regions (e g. Kerala) are on par 
with developed countnes in terms of social 
progress. Iniba’s per capita income m 1989 
was US S 340 which is higher than that of 
Bandadesh but lower dian of Prtdstan, Sn 
Lantt and Oiina. Using the UN’s ICP 


eatinudes, with the US per capita income as 
base with 100, India's per capiu income 
which IS 4 7 of this, is on par with that of 
Bangladesh, hut less than that of Pakistan, 
Sn Laidu Tte income distnbution pattern 
in India conforms to that m many countnei 
Pot instance, the share in income of the 
bouom 20 per cent population in India and 
Japan is over 8 per cent each whereas that 
ofthetop 10 per cent are 27 and 22 per cents 
respectively The share of the bottom 20 per 
emit population in India is higher than in the 
UK, US, Brazil and several other countnes 


But then theincomelevelsmlndiaan several 
times lower compared to in Japan, the UK 
US. Brazil and several otha* countnes 

U 

Trends in Rami Poverty 

Most poverty studies on India rely on the 
household consumer expenditure survey 
data collected by the Nauonai Samide Survey 
(NSS) for their analysis These are available 
almost unintemipted on an annual basis from 
the mid-SOs up to 1973-74 Subsequently 


Table I PovruiY and Income Oktribution AGiOBALPsonii. 


Countnes/Kcgions 

Percentage Share 
to World Total 
Population Poor 
(in 1985) 

Proportion of Poor _ Social Indicators _ 

(H^ Count Ratio Under 5 Life Net Pnmary 

in Per Cent) Mortality Expectancy School 

1985“ 2000 (Per 1000 (Years) rnrolmcnl 

(Projected) Binhs) Rate 

(Per Cent) 

Sub Saharan Afnca 

94 

16 I 

47 

41 

196 

50 

56 

East Asia 

12 8 

25 1 

20 

4 

96 

67 

96 

China 

212 

188 

20 

1 

58 

69 

93 

South Asia 

210 

46 6 

51 

26 

172 

56 

74 

India 

17 1 

17 6 

55 

25 

199 

57 

81 

Eastern Europe 


05 

8 

8 

21 

71 

90 

Middle nast/North 

81 







Afnca 


54 

11 

21 

148 

61 

75 

l,alin America and 








Canbbean 

87 

61 

19 

II 

75 

66 

92 

All developing 








countnes 

82 2 1 

loot) 

11 

18 

121 

62 

81 

Countnes GNP Per Capita UN s ICP Estimates 

Year 

Share in Household Income by 


in US$ 

of GDP Per 


Pen entile Groups of Households 


(1989) 

Capita US=I00 


Bottom 20 

Top 10 




(1989) 


Per Cenf 

IN:r Cent 

Bangladesh 

180 


47 

1981 82 

9 1 


24 9 

India 

140 


47 

1981 

8 1 


267 

China 

350 


— 

— 

- 



Pakistan 

170 


82 

1984 85 

78 


11 3 

Ghana 

190 


-- 

1987 88 

65 


29 1 

Sn Lanka 

410 


105 

1985 86 

48 


410 

Indonesia 

500 


— 

1987 

88 


26 5 

Colombia 

1200 



1988 

40 


37 1 

Botswana 

1600 


191 

1985 86 

25 


42 8 

Malaysia 

2160 



1987 

46 


14 8 

Venezuela 

2450 


— 

1987 

47 


14 2 

Brazil 

2540 


— 

1981 

24 


462 

UK 

14610 


66 1 

1979 

58 


213 

USA 

20910 


1000 

1985 

47 


25 0 

Japan 

23810 


71 5 

1979 

87 


22 4 


Notts (I) The poverty liM in 198S purchasing power panty(PPP) dollars is $170 per capita a year 
for the poor 

(2) Social indicators Under S mortality rates are for 1980 85 except for China and south Asia 
where the penod is 1975 80 These are the probabilities of dying before age 5, life 
expectancy at birth—it is the number of years a new bom infant would live if prevailing 
patterns of mortality at the time of its birth were to stay the same throughout its life, net 
pnmary enrolment rate—the number of children aged 6 to 11 enrolled in pnmary school 
as a percentage of the population age 6 to 11 adjusted for each country s age structure 
for pnmary school the figures of the latter two indices refer to the mid 80s 

(3) The UN's international companson programme (ICP) has developed measures of teal 
GDP on an internationally compandiic scale using purchasing power panties (PPP) 
instead of exchon^ rates os conversion factors 

( 4 ) Income distnbubon For Bangladesh India Ghana and Indonesia data refer to per capita 
expenditure, for Pakistan—household expenditure, for Sn Lanka, Colondna Malaysia 
and Venezuela—per capita income, for remaining countnes—household income 

Stmrtes (I) World Development Report 1990—Pmerty World Bonk Oxford Uraversity Press New 
York, 1990 

(2) WorUDeveh^ment Report 1991—The Challenge of Development World Bank, Oxford 
UmverMly Press, New Yoric, 1991 
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die NSS decided to collect these data on a 
({uinquennium basis. However, with a view 
to building a time series of data a decision 
was again taken to collect such data on an 
annual basisfrom 1986-87 based on a smaller 
sample to supplement those from the 
quinquennium surveys. In the absence of 
dme series data on household incomes, most 
poverty researchers in India have relied on 
the NSS consumer expenditure survey data. 
Moreover, consumer expenditure bemg a 
better [»oxy for permanent income is more 
suited for such analysis than household 
incopie data which may correspond to only 
current income. Most Indian researchers on 
poverty have used a poverty norm of Rs 13 
monthly per capitaconsumption expendinire 
at 1960^1 prices for rural India to estimate 
the incidence of poverty in rural India [cf 
Dandekar and Rath 1971; Bardhan 1973; 
Ahittwalia 1978]. This expenditure was 
deemed to ensure a person access to a 
qiecifled minimum bundle of goods and 
services. This norm was inflated for 


subsequent years using the Consumer Price 
Index for Ajpicultural Labourers (CPIAL) 
with the base 1960-61 « 100, collected by 
the labour bureau, government of India 
whicb is the only available rural-speciflc 
Mosumer price index. Because of variations 
In commodity jnices and rates of inflation 
scion states to derive the corresponding 
Naas-specific poverty lines this norm was 
|iyusted using the state-specific consumer 
price indices for rural areas with the all-India 
niral price as 100 for a given year. Details 
sa to how these are computed are available 
in a number of snidies [cf Bardhan 1973], 
rhe state-specific CPI ALs are used to inflate 


^ the state level poverty lines for subsequent 
P years. This norm has been used to arrive at 
^ the incidence of poverty for rural India as 
M a whole and statewise. Of the measures used 
^10 estimate the incidence of poverty, the 
^ most popular are the head count ratio which 
Hestimates the proportion of poor with 
^tefoience to the specified poverty line and 
Wthe Sen's poverty index which is a more 
MMphisticatMi and composite poverty index 
M w^h takes note of the proportion of poor, 
Mthe gap between the poverty line and the 
|PinM consumption of the poor and the Lorenz 
^ntk) of consumer expenditure of the below 
■jmoverty households. Using theNSS consumer 
nnpenditure data and the above norms 
Ipthluwalia (1978) estimated the incidence of 
Mfoverty in India in terms of these two indices 
^or the period I9S6-S7 to 1973-74. These 
Radices have been updated up to 1986-87 for 
IfflUI-India and sutewise by Suryanarayana 
are readily availaUe in a recent study 
apfahendta Dev et al 1991]. These estimates 
implemented by those from Ahhiwalia’s 
^hidy have been used for our analysis, 
m Though our analysts spans a 30-year 
||M 0 d, as mentioned earlier, we have only 
W7obamatioiisatourdisp(»al for analysis, 
^jpecause of gaps in the data cited earlier. 
yfiUs implies that while our trends are based 


on annual observations from 19S7-S8 to 
1973-74, save for two or three missing 
observations, thereafter up to 1986-87 they 
are based on observations available at 
greater point intervals. Most of the trend 
fitting exercises earlier [cf Ahluwalia 1978) 
implicitly assume that the period to which 
the observations belong are structurally and 
in terms of the policy environment favouring 
the poor homogeneous which is far from 
true. It is our view that the period stretching 
from 1957-58 to 1986-87 can be broadly 
visualised asconsistingof two phases. Period 
I from 1937-58 to l%8-69 and Period II 
from 1969-70 to 1986-87, the latest year for 
which poverty estimates were available at 
the time of writing. As is well known the 
green revolution marked an important phase 
in India's agricultural development when 
there was a structural break in the trend rate 
of agricultural growth. Due to the bad drought 
years of 1965-66 and 1966-67 and its after¬ 
effects the benefits of the green revolution 
were perceptible only from 1967-68/1968-69 
onwards. Even a visual examination of the 
time series data reveals that the incidence 
of poverty measured in terms of the head 
count ratio or Sen’s poverty index except 
for the late 50s generally show^ an upward 
tendency and reached peak levels during 
1965-68 and thereafter reversed to record a 
fall. The post-1969-70 period also marked 
an important shift in the policy environment 
towards the poor when following the split 
in the ruling Congress Party Indira Gandhi 
in a bid to outwit her political opponents and 


fulfil her 'Garibi Hatao’ [Banish Hanger) 
slogan sought to give a pro-poor content to 
her party’s programmes. Recognition 
regarding the limitations of the maitet 
mechanism in reaching the fruits of devdqr- 
ment to the poor and also politick and eco¬ 
nomic compulsions, the post-1969-70phase 
witnessed a spurt in poor-centred welfare 
programmes through direct institutional 
interventions such as Integrated Rural 
Development Programme, National Rural 
Employment Programme, Food for Works 
Programmes. Employment Guarantee 
Scheme, Mid-day Meal Schemes for school 
children, etc, focusing on improving their 
asset base, employment generation and 
providing access to basic needs, etc. Thus 
there are strong theoretical and empirical 
grounds to treat the period from 1957-58 to 
1986-87 as consisting of two distinct broad 
phases. Period I from 1957-58 to 1968-69 
and Period II from 1969-70 to 1986-87, as 
indicated earlier. 

Now regarding the mechanics of our 
analysis. For fitting trends we have two 
options. One is to fit separate trends for the 
two sub-periods. But with only limited 
observations available* we will be left with 
few degrees of freedom for econometric 
analysis if we fit trends thus. Moteovo*, this 
would also imply that our observations 
pertain to two diffoent samples. Using an 
alternate methodology which overcomes 
these,shortcomings we propose to estimate 
the trends for rural poverty in India, using 
the following model, viz^ 



WORK MOTIVATION 
Models for Developing Countries 

edited by. RABINDRA N KANUNGO and MANUEL MENDONCA 

This book greatly enhances our knowledge and understanding of the issues 
involved in work motivation in developing countries and how to deal with 
these in actual practice. It provides valuable insights intodesigning appropriate 
human resource management practices which are suited to the context and 
which can thereby enhance work motivation. 

This exciting book combines a strong practical bias with conceptual thrust and 
will be of enormous interest to those involved in organisational behavior, 
human resource development, international business and aois<ultwai 
management. * 

290 pages (including 19 toUes and 9 flgufcs) • 220x140 mm 
• Ri 275 (cloth) • Rs 150 (paper) • 1994 

SAOB nmuumomnmAnmjoKimmo 
Pot Btti 4215, Mew Oolhi 110 048 


g,-i^ + a,l + *,d + ^ (41) 
wh^ g « Hcm count ratio or Sen’s poveity 
hidex; t« Ttme; d « Dummy variable where 
dsO for Period I; and dsl for l^od II; 
d.t s Product of dummy and time. 

The advantage of this model is in terms 
of more degrees of freedom at our disposal 
for econometric analysis; inferences about 
periodwise trends can bedrawn fromasingle 
sample rather than two (as per the alternate 
methodology posed earlier), and more 
iipportanl it enables us to see whether the 
slope itself has undergone a changeover the 
two periods. Linear trends using Ordinary 
Least Squares (OLS) method have been used 
to estimate the trends in rural poverty at all- 
India level and across states. The estimates 
for Periods 1 and II presented in Table 2 are 
derived from the estimated linear equations 
using the above model. The trends are 
calculated using two alternate measures of 
poverty, viz, the head count ratio and the 
Sen's poverty index, as mentioned earlier. 

The results presented in Table 2 are quite 
interesting. Contrary to Ahluwalia’s Tindings 
and those of other researchers who observed 
no underlying time trends in the incidence 
of rural poverty in India and for most states, 
our results show otherwise. Not only is there 
a distinct time trend in rural poverty in India 
but also while this trend was positive and 
significant in Period 1. it was negative and 
significant in Period II. This is true 
irrespective of whether poverty is measured 
in terms of the head count ratio or the Sen's 
poverty index. Further the rate of decline in 
the incidence of rural poverty in the latter 
period was much higher than the rate of 
increase in rural poverty in the preceding 
period. These observations hold true at the 
state level too with most states reporting 
positive trends in rural poverty during Period 
I and negative trends in Period II with respect 
to both indices as well as the rates of decline 
in rural poverty in Period II being higher 
than the rates of increase in rural poverty 
in Period 1. These trends (positive or negative) 
were statistically significant too in most 
cases. Interestingly three states, Andhra 
Pradesh. Tamil Nadu and Punjab reported 
negative trends in both periods. While our 
results indicate negative trends in rural 
poverty for India as a whole and across states 
after 1969-70, it may be noted that the 
absolute poor still constitute a significant 
component in India. 

lU 

Factors Affecting RurstI Poverty 

An obvious question that arises is as to 
what are the factors accentuating or reducing 
rural poverty in India and across states. This 
is our concern in dm femaining part of our 
analysis. Given the importance of the 
agricultural sector in the Indian economy-— 
contri^itg as it does to about 40 per cent 
of the ONP and providing sustenance to 
mote dian two-thirds of the people—it is 


obvious that the fortunes of the rural poor 
in India are intrinsically linked to that of the 
agricultural sector. Ahluwalia's study cited 
earlier observed a close negative association 
between the incidence of rural poverty in 
India and agricultural growth. Agriculture 
impacts on the poor in more ways than one. 
A higher agricultural output helps lower 
food prices as well as improve food 
availability both of which are to the advantage 
of the poor. It will not only generate 
employment opportunities in the agricultural 
sector but also through its linkage effects 
spur growth in the non-agricultural sector 
too thereby creating income earning 
opportunities. Agricultural growth on the 
whole will give a fillip to overall economic 
development raising agricultural incomes. 
However, if agricultural growth involves a 


shift from labour-intensive crops and 
technologies to labour saving ones this could 
as well work to the detriment of the rural 
poor rather than beneficial since wages from 
agricultural employment constitute a major 
component of the incomes of the poor. 
Evidences from India, however, suggest that 
on the whole the green revolution resulted 
in a net increase of labour use and real wage 
rates {Oantwala 1985]. Some, however, feel 
that in the context of the institutional and 
structural constraints characteristic of most 
low income countries including India the 
beneficial effects of growth would be mostly 
expropriated by the non-poor [cf Griffin and 
Chose 1979], Tbe trickle-down effectimplied 
by Ahluwalia's finding of a negative 
correlation between agricultural growth and 
the incidence of rural poverty was thus 


Tabu 2' Trends in Rural Poverty in India. Statewise and eor All-India, I9S7-58 to 1986-87 
Period 1-1957-58 to 1968-69; Period 11-1969-70 to 1986-87 


..___Dspc)i.<tem-.yaqa ble _ __ 

Sutes _H ead Coun t Ratio_ .. Sen's Po verty Index 

Constant Time Constant Time 


Andhra Pradesh 

1 

().5090» 

-0.0053*** 

01927* 

-0.0027 


II 

0.6949 

-0.0189* 

0.2645** 

-0.0079** 

Assam 

I 

0,2084» 

+0.0156* 

00418*** 

+0.0058** 


II 

()46I7»* 

-0.0077** 

0.14.52** 

-0.0024* 

Bihar 

1 

0.4767» 

+0.0140** 

0.1857* 

+0.0103** 


II 

0.6785 

-0.0071** 

0.3195 

-0.0048** 

Gujarat 

1 

0,3645* 

+0.0109*** 

0,1224* 

+0.0061 

II 

0.3075** 

-00160* 

0.2481* 

-0.0071* 

Karnataka 

1 

0.3611* 

+00206* 

0.1232* 

+0.0118* 


II 

0 6590* 

-00128* 

0.3(X)5* . 

-0.0072* 

Kerala 

I 

0.5493* 

+00090*** 

0.2490* 

+0.0040 


II 

1 0170* 

-0.0290* 

0.4897* 

-0.0155* 

Madhya Pradesh 

1 

0.4404* 

+0.0074 

0.1782* 

+0 0038 


II 

0.7453** 

-0.01-39** 

0.3244*** 

-0 0071*** 

Maharashtra 

1 

0.4911* 

+0.0065 

01819* 

+0.0036 


11 

0.6854*** 

-0.0118** 

0.2413 

-0.0039*** 

Onssa 

1 

0.5932* 

+0.0039 

0.2776* 

■0.0001 


II 

0.8312** 

-0.01.31** 

0.4401** 

-0.0097** 

Punjab and 

1 

0.2294* 

+0.0048 

0,0790 

-Negligible 

Haryana 

II 

0.3618** 

-0.0097* 

0.1182 

-00038*** 

Haryana* only 

I 

0.2160* 

+0.0118 

0 0500** 

+0.0100 

II 

0.3033 

-0 0084 

0.0966*** 

-0.0036*** 

Punjab* only 

1 

0.3169* 

-00157 

0.0200 

+00180 

II 

-0.2.374 

-00077 

0.0711 

-0.0030*** 

Rajasthan 

1 

0.314.3* 

+0.0028 

0.1153* 

+00017 


11 

0..56I7* 

-0.0141* 

0 26.50* 

-0.0080* 

Tamil Nadu 

1 

06004* 

-0.0017 

0 29,37* 

-0.0057*** 


II 

0.7634*** 

+0,0145*** 

0.3175 

-0.0068 

Uttar Pradesh 

I 

0..3938* 

+00125*** 

0.1526* 

+0.0049 


II 

0.5907 

-00098** 

0.1863 

-0.0026 

West Bengal 

I 

0.5124 

+0.0167** 

0.1785* 

+0.0115** 

II 

0,9424* 

-0.0178* 

0.4545* 

-0.0102* 

All-India 

1 

0.4442* 

+0,0055 

0.1558* 

+0.0048** 


II 

0.6615** 

-0.0135* 

0.2823** 

-0.0069* 


Notts'. (I) These equations are derived from the estimated equations using the model mentioned in 
the text The trends computed here are linear trends. 

(2) *, **. ***—Suilistically significant at 1.5 and 10 per cent levels of significance. In the 
equations for Period II derived from the estimated equations, the significance of the 
constant term it inferred on the basis of the statistical significance of the dummy variable 
in the estimated equation, while that of the time trend variable is inferred on die basis of 
the statistical significance of the (d.t) variable. 

(3) + - Trends computed separately for Punjab and Haryana are based on data for the period 
1964-63 to 1986-87; Period 1-1964-65 to 1968-69 and Penod II as in all other cases. 

Saurcts: The basic data for the above analysis were taken from Mahendra Dev et al (1990) and 
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I'CbaUengHl by a number of researchers [cf 
Kulafaman 197S: Griffin and Chose 1979]. 
However, these observations are based on 
weak theoretical or empirical su|^rt. To 
cite an instance, Rajaraman's empirical 
findings implying a weak causal link between 
agricultural growth and rural poverty was 
baaed on just 10 observations of which only 
Ibur pertain to die post-green revolution period. 

Another f«;tor influencing the incidence 
of poverty is inflation. Inflation acts like a 
regressive tax hitting hard the poor leading 
to a detnioration in their entitlements and 
teal incomes (Sen 1982; sec also Sen in 
MellorandDesai 1985]. Agricultural growth 
itself has an in-built inflationary or 
deflationary effect. A bumper harvest tends 
todef^ss prices whereas a bad harvest tends 
to push them up. Other domestic and external 
factors too such as demand-supply situation, 
impori/export decisions, uncertainty, etc. also 
affect prices. Since food constitutes a 
predominant portion of the consumption 
basket of the poor it is the food prices which 
cause most anxiety to the poor. Dharm 
Narain’sstudy [vide, MellorandDesai 1985] 
highlighted the role of nominal prices in 
afl^ng ^e incidence of rural poverty. 
However, Narain's analysis was restricted 
only to all-India dau, the head count ratio 
and absolute prices. Thcreis a need to validate 
this further using data for regional 
disaggregates, alternate measures of poverty 
(say, the Sen's poverty index) and prices 
(relative prices too in addition to absolute 
prices), including the lagged effects of 
agricultural output and price on rural 
poverty. These are attempted inour analysis. 

Population growth, poverty and environ¬ 
ment are closely inter-linked. Rapid popula¬ 
tion growth impacts on poverty in many 
ways. It can offset the beneficial effects of 
economic growth on poverty as experienced 
by some of the south Asian countries. 
Moreover, poverty intertwined with rapid 
population growth exercises intense pressure 
on scarce environmental resources resulting 
in environmental degradation through 
overexploitation of fragile resources—all of 
which have an adverse effect on poverty. The 
role of the above fuitor on rural poverty too 
needs to be probed into. 

A factor which is believed to have worked 
to the advantage of the poor , in India 
particularly after 1969 is-the plethora of 
poor-ccnti^ welfare programmes through 
^rect institutional interventions. There is 
htfdly any empirical attempt to test the 
influence of these programmes on rural 
poverty. Of the various institutional 
interventions, provision of subsidised food 
through a public distribution system (PDS) 
assumes importance for the poor. However, 
xcept in Kerala and other southern states 
|the programme is largely urban-oriented. 
hough it is gradually being extended to 
'rural areas in some of the other states too. 
The specification of this variable posed 

oblems for our analysis. Except for one 


year(1986-87) where theNSS have furnished 
data on commoditywise actual purchases 
from PDS to total purchases separately for 
rural and urban areas, time series data on 
PDS are available only in the form of PDS 
offtake aggregated for the rural and urban 
$«;tors. Rather than using a time trend 
variable (for a critique of this procedure, see 
below) 10 account for this factor we preferred 
to use the PDS variable as limited by the 
data availability expressing it in the form of 
PDS offtake to total net availability of 
foodgrains or alternatively the fair price 
shops per lakh of population except for the 
cross-sectional analysis pertaining to 1986- 
87 where actual data on PDS purchases to 
total purchases of foodgrains for rural areas 
have been used. Here only rice and wheat 
which account for bulkof the cereal purchases 
through PDS have been considered. 

The role of other factors, viz, the rural 
consumption levels, inequality in rural 
consumption (a proxy forincomcincquality), 
and infrastructure development too need to 
be incorporated in our analysis. 

It has also been customary for some 
researchers |cf Ahluwalia 1978; Rao and 
Mishra 1981; Naraiq vide Mellor and Desai 
1985; and Saith vide, Bhattacharya et al 
1991] to include a time trend variable as 
an additional explanatory variable in 
poverty functions to serve as a cover-all 
variable for all other time-related factors 
influencing poverty not explicitly 
considered in agi ven model. This implicitly 
assumes that all such time-related factors 


not accounteki for have a unidirecfioaal 
influence on poverty which t* questioBibi*. 
In fact, while some such time-reltted 
factors, for e g, rural population pteumv 
on agricultural lands, could be expected to 
exercise an upward-push effect on poverty, 
others such as PDS offtake are expected 
to exercise a downward-push tfftcl on 
poverty. The inclusion of a separate time 
trend variable in these circumstances is 
questionable and could even affect the 
estimates of other explanatory variables. 

Keeping the above factors in view and 
the limitations of data, we propose to 
examine the causal factors bel\|nd rural 
poverty in India between 1957-58 to 1986- 
87. The analysis is at two levels—a time 
series analysis at all-India level and a cross 
section analysis of inter-state data. To test 
the robustness of our results the cross- 
section analysis of inter-state data is 
attempted at three points of time, viz, 1960- 
61, 1970-71 and 1986-87. While 1960-61 
falls within Period 1, 1970-71 and 1986- 
87 belong to Period II. Though some have 
expressed their reset vations about cro.ss- 
sectional analysis [cf Srinivasan, in Mellor 
and Desai 1985] others have felt that it is 
important in itself as it offers important 
perspectives on the varying conditions 
under which poverty occurs [Mellor and 
Desai 1985]. Moreover, some of the 
estimation problems one faces in time- 
series data (e g, multicoliinearity, auto¬ 
correlation) pose a less serious problem in 
cross section data. 
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The variables tor our analysis are as 
follows 

Dependent Vanable 

Head count ratio (in per cent) or 
alternatively the Sen s poverty index 

Independent Vat tables 

To study the impact ot agricultural growth 
(or performance) prices rural population 
pressure on environmental resources, PDS, 
rural consumption levels and inequality, and 
mtrastruclure development on rural poverty 
the following variables are considered 
( 1 ) Agricultural Output/Performance 
Vanables (lour altcinate specifications) 

NDPAGRI—Real Net DomestiL Product 
liom Agncultureat I960 61 pi ices per head 
ol lural population 

NDPPRM —Real NetDomclic Product Ironi 
Primary Sector (excluding mining and 
quarrying) at 1960 61 puces per head ot 
rural population 

INDAGRl—Index ol Agiicultural Produc 
tion pel head ol rural population 
INDFDGR—Index ol foodgrains Pioduc 
lion per head ot rural population 
III) Pnee Vanables (three alternate specili 
cations) 

I DPR—Consumer Pace Index tor Agn 
cultural Labourers for Pood Items (w here 
1960 61 = 100) 

RELFDPR—Relative Pood to General 
Consumer Pnee Index for Agncultural 
Labourers (196061 = 100) 

RELCWPI—^Relative Cereal to General 
Wholesale Pnee Index 
(III) Population Pressure on Environmental 
Resounes 

RPPAL—Rural Population Pressure on 
Agncultural Lands expressed in lakh popu 
lation per ha ot gross cropped area (so as 
to take note of land augmenting techno¬ 
logies which becameprominentmPenod 11) 

(iv) Institutional Intervention (PDS) 

PDS—Proportion of PDS Offtake to Total 

Net Availability of Foodgrains 
PDSFP—Fair Pnee Shops per lakh ol popu 
lation 

PDSr—Proportion of Rice Purchased from 
PDS to Total Rice Purchases in Rural Areas 
PDSw—Proportion of Wheat Purchased 
from PDS to Total Wheat Purchases in 
Rural Areas 

(The last two vanables were available only 
for 1986-87 and were used for the cross 
section analysis for the yeat 1986-87 I 

(v) Consumption Levels/Consumplion Ine¬ 
quality 

INEQRC—Lorenx Ratioof Rural Consump 
bon 

AVKB6—Average Monthly Real per 
Capita Consumer Expenditure of the 
General Rural Population 
AVPCEBD—^Average Monthly Ifleal Per 
Capita Consumer Bxpeaditort of the 
IoMm Boetle of the Ruud Populanon 

(vi) I ^ Rmt l iiataic Development 


INFDEVIMD—Infrastructure Development 
Index as constructed by the Centre for 
Monitoring Indian Economy (CMIE), 
Bombay 

Not all these variables have been included 
in an equation at a time because of the 
constiaint ot limited observations Further, 
while some variables, vi/, NDPAGRI, 
RELFDPR, PDS PDSFP, INEQRC were 
common to both the time senes and cross 
section analyses others, vi/ NDPPRM, 
INDAGRl INDFDGR RELCWPI, 
AVKLG and AVPCEBD were included 
only in the time senes analysis, similarly 
FDPR RPPAL PDSr PDSw and 
INFOEVINDfigurcdonlyinthccross section 
analysis 

In addition the agncultural output and 
pnee variables indicated above were also 
used in their lagged forms One could take 
a stand that the level ol poverty in a given 
yeir is not only determined by that year's 
agriLultural pcrlormante but also that of the 
previous year A good crop mit only enables 
a pool household to repay past debts but also 
build up reserves to meet unforeseen 
eventualities Similarlyinflaliontoohasalagged 
effect For instance given the low incomes 
ol the poor a sleep rise in prices ol essentials 
may force them to borrow in order to arrest 


Equation No Estimated Linear Equations 


a detenoration if not maintain their 
consumption standards, the reveiberations 
of which will be felt in subsequent years as 
well To take note of these lagged effects, 
an alternate specification of the agncultural 
output and pnee vanables is introduced 
which IS computed thus (t t-I)/2 Thus in 
all we have four sets of equations In one 
set the dependent vanable is the head count 
ratio, in another the Sen’s poverty index. 
Within these two categories, again one set 
of equations are without lagged vanables 
and another set with lagged vanaMes 
Multiple linear regressions using ^LS 
technique were used to estimate the 
coefncients A tew vanables, viz, AVFCBG, 
AVPCEBD and RELCWPI had to be 
dropped from the analysis as these were 
found to be highly correlated with other 
explanatory vanables The PDS vanable was 
also found to be strongly correlated with the 
pnee vanable RELFDPR and its lagged 
version in the time senes analysis In such 
a situation it is common among researchers 
(o drop one of the two collinear vanables 
However this could affect the estimates of 
the retained vanables (Koutsoyianms 1977] 
particularly tl il is an important one Using 
a procedure akin to Fnsch's confluence 
analysis suggested by Koutsoyianms which 


R> DW 
Staiisdc 


Dependent Vanable Head Count Katio (m per tent) 

Without Lagged Vanables 

1 125 8248* - 0 464X NDPPRM* + 0 0128 RELFDPR 

2 84 S681* 2417478 INDAGRl* + 0 1711 RELFDPR 
1 70 6672** 206 6404 INDFDGR* + 0 2185 RELFDPR 

4 1114423** - 0 4599 NDPAGRI* + 0 0276 RELFDPR + 29 1922 INEQRC 

5 II84528**-04655NDPPRM* + 005ISREIFDPR+ 1857761NEQRC 

6 69 2002 206 6711 INDFDGR* + 0 2222 RELFDPR + 3 6017 INEQRC 
With Lagged Vanables 

7 112 9112* - 413 1022 INDAGRl* + 0 2685 RELFDPR*** 

8 98 0112* 123 4192 INDFDGR* + 0 2075 RELFDPR 

9 180 4665* - 0 8017 NDPAGRI* - 0 5094 PDS*** + 26 3342 INEQRC 

10 1813582 - 07759 NDPPRM*-04129PDS+ 15 7246 INEQRC 

11 99 9550* 416 7541 INDAGRl* + 0 2980 RELFDPR** + 35 2317 INEQRC 

12 06 7555* - 1214614 INDFDGR + RELFDPR + 3 3185 INEQRC 
Dependent Vanable Sen jr Poverty Index 

Without Lagged Vanables 

11 0 5730* - 0 0028 NDPAGRI* + 0 0008 RELFDPR 

14 0 5659* - 0 0028 NDPPRM* + 0 0010 RHJFDPR 

15 01118** 1 5254 INDAGRI*+00019 RELFDPR*** 

16 0 2464** - 1 1053 INDFDGR* + 0 0022 RELFDGR** 

17 0 5516** 0 0028 NDPAGRI* + 0 0010 RELFDPR + 0 0500 INEQRC 
With Lagged Vanables 

18 0 8566* - 0 0040 NDPAGRI* + 0 0004 RELFDPR 

19 0 8443* 0 0019 NDPPRM* + 0 0003 RELFDPR 

20 0 4701* - 2 1514 INDAGRl* + 0 0024 RELFDPR* 

21 0 3872* - 1 8501 INDFDGR* + 0 0020 RELFDPR* 

22 0 9290* 0 0041 NDPAGRI* - 00018 PDS + 0 0271 INEQRC 

23 0 7796* - 0 0041 NDPAGRI* + 0 0002 RELFDPR + 0 2399 INEQRC 

24 0 7932* ~ 0 0040 NDPPRM* + 0 0004 RELFDPR + 0 1522 INEQRC 

25 0 4541* - 2 1557 INDAGRl* + 0 0024 RELFDPR* + 0 0435 INEQRC 

Nt/tex (I) PwadM4rt[Rimi>filwia%Md«M vwisblesR^ 

(2) * ** ***<>-^tansttcaliysi|imcaM at 1,5 and 10 per cem levels efsig . _ 

(1) In the equations with lagged vanables o^y die agncultural output and pHee daiBlffift dee 
used in their lagged forms die other vanables in this set of equations are not lagged 
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enables one to test for the presence of 
multicoUineanty and also adjudge which of 
such vanables to include or drop, it was 
noted that inclusion of PDS resulted only 
in a slight improvement in the R’ Hence 
in the time senes analysis wherever pnce 
was included as an explanatory vanable, 
the PDS variable was excluded However, 
because of our interest in knowing the 
nature of relationship between POS and the 
incidence of poverty, we also fitted’a set 
of equations excluding the pnce vanable 
bdt including PDS Only those equations 
which gave meaningful results have been 
presented These estimated equations for 
the time senes analysis are presented in 
Table 3 

Theresultsarequiteinteresting Asevident 
while agncultural output vanables are 
negatively conelated with the incidence of 
niral poverty measured in terms of either the 
head count ratio or the Sen s poverty index, 
the relative food pnce vanable is positively 
correlated with poverty Thecoeffiaentsare 
statistically sigmficant in most cases These 
results are in conformity with the findings 
of Ahluwalia and Narain More notewoithy 
1 $ that while the PDS vanable has theexpected 
negative sign, the inequality in rural 
consumption (a proxy for income inequality) 
IS positively correlated with poverty This 
IS true of both sets of equations where we 
have used or not used lagged vanables as 
well as where the dependent vanable are 
altemativdy the head count ratio and the 
Sen’spoveityindex Thus our results suggest 
that while agncultural growth and PDS tend 
to reduce niral poveny, pnce and inequality 
in niral consumption which are positively 
correlated with poverty tend to push it up 
The R^s of most of the equations are not only 
quite high but also they are much higher in 
the case of the equations using lagged 
vanables, indicaung the imponant role of 
dynamic factors in affecting the incidence 
of rural poverty 

To analyse factors affecting the inter-state 
incidence of rural poverty in India we now 
turn to the results of our c ross-section analysis 
presented in Table 4 Here again while 
agncultural growth was negati vely correlated 
with poverty, pnce vanable was positively 
correlated widi poverty TTie PDS variable 
was negatively correlated with poverty 
Interestingly RPPAL and INEQRC were 
positively correlated with poerty indicating 
that rural population pressure on agncultural 
lands as well as inequality in rural 
consumption exercise an upward-push effect 
on poverty Infrastructure development index 
was negabvely correlated with poveny, as 
It should be Again, as earlier, these 
observations generally hold true for the four 
sets of equations, i e. with/without lagged 
vanables and where the dependent vanable 
are alternatively the head count ratio and the 
Sen’s poverty index The R^s of most of the 
equauons were quite high 'Thus our cross- 
section analysis* reveals that while the 


incidence of rural poverty across states is 
negatively correlated with agncultural 
growth, PDS and the level of infrastructure 
development, it is positively correlated with 
price, rural population pressure on 
agncultural lands and inequality in rural 
consumption 


IV 

Conclosioiu 

Contrary to the findings of other 
researchers of there being no undertying 
time trends in rural poverty in India, our 
evidence shows that there were distinct ume 


Tasce 4 Detexminants of Intex State iNciDENre of Rural Poverty in India- -A Cross 
Seoion Anai ysis for I960 61 1970 71 and 1986 87 

Equauon Esiimated Linear Equations 

No 

Year 1960-61 

Dependent Variable Head C aunt Ratio (in per < ent) > 

Without Lagged Vanables 

1 -87 6262 - 0 06J9NDPAGRI»**+I 4284 FDFR +4 1046 RPPAL-06847 PDS 053 

2 -30 8533 - 0 0760 NDPAGRl** + 9 9978 INEQRC + 0 8952 FDPR + 

2 1655 RPPAL 0 50 

Dependent Vanable Sen s Poverty Index 
Without Lagged Vanables 

3 -0 8299 - 0 0004 NDPAGRl*** + 0 0107 FDPR*** + 0 0264 RPPAL - 

0 0050 PDS 059 

4 ~0 4209 0 0005 NDPAGRl** + 0 1121 INEQRC + 0 0067 FDPR + 

00108 RPPAL 055 

Year 1970-71 

Dependent Vanable Head Count Ratto (in per cent) 

Without Lagged Vanables 

5 10 8175 - 0 0555 NDPAGRl** + 111 9093 INEQRC + 0 1126 FDPR + 


2 8090 RPPAL-0 1607 PDSFP 070 

6 0 9489 - 0 0560 NDPAGRl** + 130 1453 INEQRC + 0 2424 RELFDPR + 

3 1941 RPPAL-0 1120PDSFP 069 

With Lagged Vanables 

7 -66 1861 - 00506 NDPAGRl** + 1 1489 RELFDPR+ 4 2802 RPPAL- 

0 2267 PDSFP - 063 

8 4 5138 -0 0590 NDPAGRl* + 149 0907 INEQRC*** + 0 0785 FDPR + 

2 6643 RPPAL 070 

9 5 6970 - 0 0566 NDPAGRl** + 130 8710 INEQRC + 0945 FDPR + 

3 1153 RPPAL - 0 0756 PDSFP 0 71 

Dependent Variable Sen s Poverty Index 

Without Lagged Vanables 

10 -01514-0 0002 NDPAGRl + 0 0020 FDPR*** +0168 RPPAL - 

0 0022 PDSFP*** 061 

11 0 2173 - 0 0002 NDPAGRl*** + 0 6703 INEQRC + 0 0014 FDPR + 

00156 RPPAL-0013 PDSFP 066 

With Lagged Vanables 

12 -0 1750 - 0 0003 NDPAGRl** + 0 0022 FDPR** 0 52 

13 -O 2551 - 0 0003 NDPAGRl** + 09191 INEQRC** + 0 0012 FDPR - 

00131 RPPAL 066 

14 -0 2470 - 0 0002 NDPAGRl*** + 0 7950 INEQRC + 00013 FDPR + 

00162 RPPAL-0 0005 PDSFP 066 

Year 1986-87 

Dependent Vanable Head Count Ratio (in per tent) 

Without Lagged Vanables 

15 12 2324 - 0 0256 NDPAGRl**+ 0 0372 FDPR 043 


16 29 8869 - 0 1595 INFDEVIND** + 0 0202 FDPR + I 1758 RPPAL - 0 1263 PDSr 041 
With Lagged Vanables 

17 41 5414 - 0 0329 NDPA6rI*+ 00052 FDPR+00219 RPPAL-02959 PDSr*** 062 

18 22 0765 - 0 0322 NDPAGRl* + 0 2062 RELFDPR + 0 0565 RPPAL - 

0 2950 PDSr*** 062 

Dependent Vanable Sen s Poverty Index 
Without Lagged Vanables 

19 0 0271 - 0 0001 NDPAGRl** + 0 0002 FDPR 0 43 

20 0 1033 - 0 0007 INFDEVIND**+ 00001 FDPR+ 0 0054 RPPAL-00006 PDSr 041 

With Lagged Vanables 

21 0 15670 0001 NDPAGRl*+ 000002FDPR+00001 RPPAL-110014PDSr*** 062 

22 00651 -00001 NDPAGRl*+ 00010 RELFDPR+ 00003 RPPAL- 

00013 PDSr*** 062 


Notet (I) For a descnpUon of the indqieiideni vanables refer the text 

(2) *, **, ***—Stauaucally ngniflcam at 1.5 and 10 per cent levels of sigmflcaiHC 

(3) In the equauons with lagged vanables only the ainc«iiiinloat|ait and piloivarUHea are 
used in thev lagged fermt, the other vandUes mihis set of e^atfam are MtleggeA 
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trei^baft 4Ve*|m of tiie count ratio 

amt the Sen'i poverty index. HoVrever while 
theae tiendi were positive and significant in 
Period 1 (1957*58 to 1968-69) they were 
negative and significant during Period 11 
(1^*70 to 1986*87). This phenottwnon 
was inie of trends for most states as well, 
thou^ in three or four states negative trends 
were reported in both periods. Further, the 
rate of decline in rural poverty during the 
fatter period was much higher than the rate 
of increase in rural poverty in the preceding 
period for all-India and most states. Our 
study observesastrongnegativelinkbetween 
agricultural growth and the incidence of rural 
poverty in India while price was positively 
(and significantly too in a number of cases) 
correlated with rural poverty. These findings 
are in conformity with those of Ahluwalia 
earlier and more recently of Dharm Narain. 
Further our study shows that while access 
to subsidised food through the public 
distribution system is negatively correlated 
with rural poverty, rural population pressure 
on agricultural lands and inequality in rural 
consumption were positively correlated with 
rural poverty. The level of infrastructure 
development too was negatively correlated 
with the incidence of rural poverty. 

The findings of our study suggest that 
policies to accelerate agricultural growth, 
infrastructure development and give belter 
access to subsidised food through the PDS 
along with measures to control inflation 
promise to be most effective in reducing 
rural poverty in India. Mca.sures to control 
rapid population growth and promoting 
environmental conservation too ought to be 
integrated into anti-poverty alleviation 
strategies in India. 

A word or two about the implications of 
recent policy initiatives in India euphemisti¬ 
cally called structural adjustments on rural 
poverty in India may not be out of place. 
The low priority accorded to agriculture 
compared to industry, the slashing of public 
expenditures on social sectors including food 
subsidies as part of the government’s fiscal 
deficit pruning exercises are to the detriment 
of India’s poor and if persisted could as well 
reverse the negative trends in rural poverty 
visible after 1969-70. 

(The audior expresses his thanks to M V Nadkami 
and T Krishna Kumar for their suggestions and 
also to Atnartya Sen, Montek S Ahluwalia, Hans 
W Singer, Michael Upton and Kirit S Parekh for 
their conunents.] 
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DISCUSSION 

NEP and IVade Union Response 

N Sundaramurthy 


SARATH DAVALA (‘New Economic 
Policy and Trade Union Response’,£P|V, 
February 19) has shown considerable 
sincerity in bringing into focus the multi¬ 
dimensional problems confronting the Indian 
trade union movement. De-politicalisation 
and de-unionisation of labour are global 
phenomena and union power is declining. 
The process has accelerated with the advent 
of new economic policy (NEP) and 
globalisation. Even in our country, we can 
come across instances where the number of 
non-members of any union is bigger than the 
membership of any union. Secondly, the 
loyalty of the union member is brittle. Outside 
the gates of the factory, the worker is guided 
by various other factors and acts in a manner 
that defy his class positions. Isn’t it 
paradoxical that workers' combinations have 
not turned into vote banks in dur country! 
It was said, trade unions are the schools of 
socialism. Well, let the matter be debated. 

In the Indian context, two mote factors 
need consideration: The emergence of caste 
welfare associations based on job reservations 
and'feminisation' of labour. They were not 
new but their influence has widened. Karl 
Marx wrote about the Asiatic mode of 
production, as characteristic of India. 
Similarly, the two factors are typical and 
unique in the Indian context. AJteady the 
numerical base of the organised workforce 
is narrow. Within that, a new factor based 


on job reservations is on the rise. In most 
ofthe public sectorindustiles and government 
offices, the constitutional provisions for SC 
and ST people in matters of recruitment «id 
promotions are scrupulously implemented. 
The simple arithmetic is, roughly about 22.5 
per cent of the organised workers belong to 
the SC and ST. This reform could come 
about due to the efforts of the raainsneam 
trade union movement. However, the 
emotional integration, the necessary ' 
socialisation, has not occurred side by side. 

In a country already ravaged by a multiplicity 
of unions, an islarid of workers grouped on 
caste basis becomes disconcerting. The KV 
ST employees are forming their own welfare ' 
organisations and show an increruing 
tendency to play into the hands of the 
government in times of strike struggles. In 
a situation of galloping unemploymenL the 
caste factors can detonate social explosions. 
TheorganisedtradeunionmovementissiRing 
on a simmering volcano. 

Second, the ‘feminisation of labour*. The 
role of women in i^riculture is wdl known. . 
About 75 per cent of our country lives in . 
the villages. Even in rural India, women . 
constitute major part in the producdoit ’ 
process, in the agriculture and in the a^ ! 
based industries. They come under the f 
unorganised sector. This sector, 
unfortunately, is not in a position to create 
public opinion. Public opinion is created by # 
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tbeuilMn middle clast who are the main base 
oftheotgamied working class This section 
is educated, akdled, communicative and 
oiganiaedbtttconstantlyvasciilaung Among 
this section, the proportion of women is on 
Iheuicrease But thecontinuously increasing 
Maker ofwomen employees does not reflect 
ia the life of the trade umons and decision 
makmg They may have a grouse that they 
are doubly exploited, at home and in the 
workplace Then, there are the social factors 
and the misconceptions The woman is a 
iftother, a wife, a cook and dishwasher and 
a wage-earner Her every activity is 
sciutimsed, most of the times with prejudices 
and doubts Whether she is emancipated in 
the real sense is a matter of concern The 
reality is that women employees are not able 
to play a vital role in trade unions 

Davala has suggested many things Trade 
umon unity is undoubtedly of paramount 
importance In itself it is a political task It 
implies, trade unions must have politics and 
must be able to forge a cohesive unity based 
on common political understanding That's 
the answer against de-politicalisation that 
Carnes within it the deadly virus to dc- 
imonlsation and would fragment the trade 
umon movement Trade unions can be 
dduiked from political parties However, 
they cannot be delinked from politics The 
talk of ‘no politics' for the workers is an 
ideological and political offensive 

Second, die author suggests international 
•olidanty of the working people as a measure 
against the globalisation of acute cnsis 
perpetrated by the transnational agencies He 
•iio suggests workers' take-over of sick 
industries, i e, workers’ sector, which 
to me, appears a romantic suggestion 
It has no dwbt worked very well in Kamani 
IndustnesandKeralaDineshBeedi However, 
the idea is something akin to the collective 
forms in the erstwhile Soviet Union It did 
not work there, apparently The farmers did 
not feel a sense of belonging There are 
vanous difficulties Forexample, the Kamani 
experiment could not work in the plywood 
factory 

Asforthequestionof international working 
class solidarity, the backdrop is frustrating 
A split in the international communist 
iQOvement with its ramifications on 
communist movementsindifferent countries, 
the devastating set-backs suffered by 
socialism in Soviet Umon and other east 
European countries, thecapacity of capitalism 
to spmtg back and hold sway over the world 
and information impenalism have taken a 
heavy toll The Communist Party of India 
was split in 1968 These splits and 
fragmentations have done immense harm 
When one advocates the uniflcation of trade 
unisnt. the other speaks in favour of forming 
a eopMKalkin, Qne umon itches to grow 
< tm Mjiwun <tf the other There u always 
diatiMeferoneup-man^p It is the wheel 


withinthewhed Somethinglike90pa'cent 
of the workforce is unorganised Why is 
there no urge and initiative to organise them? 
All these questions are to be directed inwards 
Otherwise, as Davala has remarked, the 
already marginalised trade unions are bound 
to be overtaken by the structural adjustment 
programme 

Lastly NEP will bring along with it its 
own miseries While more and more 
struggles are taking place, the ruling classes 
are resorting to counter-attack with lock 
outs and closures What can be the new 
weapon in the hands of the workers' 
movement'’ Has the weapon of 'strike' 
become obsolete'’ Can it be spbstituted by 
something else'’ Every struggle of the 
working people, in whatever form it occurs. 
Is an expression of dissent against the ruling 
class and the government policies If all the 
struggles can be channelised on the basis 


SAMEEKSHA TRUST BOOKS 


362 pages Rs 275 

Available from 

OXFORD UNIVERSITY PRESS 
Bombay Delhi Calcutta Madras 


of a common prograimiie. cohetivedy and 
shorn of all sectanamsiH and demagogy, 
It will cmtainly unleash a tremendous force. 
Speciflcally, the two major communist 
pMtes must umte followed or preceded by 
the merger of all the mass fronts This 
appears inevitable Delay, distrust and 
cynicism will spell doom Unification of 
the communist movement will release a 
tremendous force in the country and will 
polarise the entire political process The 
democratic roots will grow deeper and 
stronger A whole new generation of new 
workers, the technocrats, the scientific 
community, the academicians and the 
ancillary social movements and above all, 
the movement of women will regenerate, 
coming under the healthy influence of the 
unified communist movement The overall 
impact of such a catalytic process on the 
trade union movement can hardly be missed 


S«l«ctions of Articles from Economic and Political Weakly 
General Editor Ashok Mitra 

Just Released 

Industrial Growth and Stagnation 

Edited by 

Deepak Nayyar 

A selection of essays presenting the mam strands in theUebate on 
industnalisation in India The contnbutors analyse the factors 
underlying the deceleration in industnal growth from the mid-19608 
to the mid*1970s and discuss the conditions and policies for a return 
to the path of sustained growth. Alternative hypotheses about the 
macroeconomic determinants of and constraints on industrial growth 
in India are examined, focusing on the performance of the agricultural 
sector, intersectoral terms of trade between agriculture knd industry, 
disproportionalities within and between sectors, the level of investment 
in the economy, the nexus between public and private investment 
and the relative significance of supply and demand constraints. 
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NOTES: 

1 Wonong results for the year 1993-94 Include the operations of erstwhile 
Orissa S^thetlcs Ud merged with the Company 

2 Other income forthe year 1993 94 RS 16 54 Crore (Previous Year Rs 1060 
Crore) 






HIGHLIGHTS 


Paper apaUty to Increase from 60.000 to 7S.S00 tonnes, 
cement capacity to increase from 0.6 to 1.6 million tonnes. 

JK Magnetics; Ttiree^oM increase in production tai last 4 years. 
Production at Orlsu synthetics increased from 16606 tonnes to 
61666 tonnes In 1MS-M. First to oet iso 6006 Certification for PSF 
andppy. 
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Have you ever looked at the ener^ 
crisis as an opportunity? ~ 



Rather than see the energy crunch as a setback, 
we chose to look at it as an opportunity 

An opportunity to stretch resources And find 
energy solutions for you that are based on a 
simple belief increased output and efficiency with 
the same energy input 

Isn't this what energy conservation is ail about? 

Improving your business 
is our business 
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